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Abstract: Recently, development scholars have begun to study the platform economy. In Latin
America, platformisation has resulted in the widespread reorganisation of business practices across
many sectors, with important implications for incumbent industries, labour and social processes.
These changes raise questions about the potential contributions of platformisation to national
economic health and social welfare. This paper argues that the link between platformisation and
development can be studied from a developmental state point of view. Specifically, in Latin
America, the disruptions caused by platform innovations create policy windows that could result in
platform developmental policy innovations, however, developmental policy-making is constrained
by the structural characteristics of Latin American economies. Taking this into consideration, the
paper positions Biber et al’s (2017) model of policy disruption, and Fairfield’s (2015) model of
policy influence as tools to critically assess platform policymaking from a developmentalist point of
view. This approach is illustrated through a survey and discussion of policy disruptions caused by
platformisation in the transportation, lodging and fintech sectors of Chile, Colombia, Mexico and
Peru. The discussion surfaces specific challenges for platform developmentalism related to policy
autonomy and capture, societal mobilisation of data and other resources, and state-market
collaborations. The paper concludes by positioning the ‘platform society’ as a normative goal and
offers an agenda to advance it through comparative research of platform policymaking.
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Introduction

In the last few years, international development scholars have explored the rise of
platform businesses in developing countries (Galo, 2016; Hira & Reilly, 2017; Kosk-
inen et al., 2018). By platform businesses, | mean multi-sided platforms (Hagiu &
Wright, 2011) that broker logistics (Reilly, 2017) between actors within a market-
place through digital means (Kenney & Zysman, 2016; Srnicek, 2017). The adop-
tion of platform models has resulted in the widespread reorganisation of business
practices across many sectors, with important implications for incumbent indus-
tries, labour, and social processes. Within this new field of study, theories about the
relationship between the process of platformisation and social change or develop-
ment outcomes are only just beginning to emerge. Among these, Ezeomah and
Duncombe (2019) suggest focusing on how platformisation of business processes
reshapes the efficiency or effectiveness of value chains, Koskinen, Bonina, and
Eaton (2018) look at the implications for labour, Artopoulos (2019) asks whether e-
commerce platforms potentiate small and medium enterprises, and, IT for Change
offers a global social justice framework (Gurumurthy, 2018).

In this paper, | consider the policy conditions that shape the developmental poten-
tial of the platform economy from a developmental state point of view (Johnson,
1982; Evans, 1995; Haggard, 2018), and | explore this approach using case materi-
al from Latin America. Unlike neoliberal regulatory approaches which use policy to
regulate a balance between competing interests (Levi-Faur, 2005; Osborne & Gae-
bler, 1992; Jayasuriya, 2001), developmentalism suggests that states can and
should establish complementary social and economic goals for the nation, and
then govern with corporate and social actors to achieve these goals in ways that
produce both economic growth and social benefits. The approach to platform poli-
cymaking offered here differs fundamentally from the regulatory recommendations
offered by the G20 (Schwarzer et al., 2019) and the Inter-American Development
Bank (2017) for the platform economy.

| start by briefly reviewing the idea of the developmental state and relating it to
the notion of platformisation. | then consider the structural barriers facing state-
led developmental interventions in the Latin American context. Taking this into
consideration, | offer a set of concepts for comparative analysis of the politics that
surround policy-making for developmental governance. Finally, | demonstrate the
relevance of these concepts by exploring instances of policy struggle resulting
from platform technology disruptions in the transportation, lodging and fintech
sectors in Chile, Colombia, Mexico and Peru. These cases offer further insights into
the nature of platform developmentalism and raise key issues that policymakers
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would need to keep in mind when attempting to leverage platformisation to
achieve national development objectives. In the conclusions, | draw from these il-
lustrations to suggest some specific areas for future research based on this ap-
proach.

The developmental state and Latin America

The extensive literature on the developmental state has been detailed in focused
literature reviews (Bagchi, 2000; Routley, 2012). My efforts to apply the concept to
Latin America, and also to post-industrial economies, position me outside of the
purist camp which views the developmental state as a specific formation that oc-
curred in Asia during the post-war period. Instead, | leverage the concept as a
framework for socially oriented policy-making (Singh & Ovadia, 2018).

With this in mind, broadly speaking, developmentalism studies the role of the
state in fostering economic growth that can be leveraged to generate social bene-
fits. Early works in this field emphasised the role of industrial policy in driving
rapid transformations in Asia’s late industrialising countries (Johnson, 1982; Evans,
1995). The developmental state literature offered a contrasting narrative to the
neoliberal, small state regulatory approach promoted by the Washington Consen-
sus, ! both by highlighting the positive potential of a strong, interventionist state,
and by prioritising shared and equitable growth (Pérez Caldentey, 2008). These
‘strong states’ had sufficient bureaucratic expertise, as well as autonomy from so-
cial and economic pressures (Evans, 1995), to solve coordination problems that un-
dermine economic growth (Amsden, 1989; Haggard, 2018).

In terms of social policy, early work in the genre focused on absorption of surplus
labour and upskilling the workforce. Pérez Calendey (2008) argues that while the
Washington Consensus contemplates state provision of education, healthcare and
pensions to support workers, it ignores the developmentalist idea that ‘growth is a
precondition for the improvement of welfare” (p. 49). And, as Bagchi (2000) argues
“increases in inequality tend to depress income growth [...] Thus without a drastic
change in policies leading to increased construction of social and physical capital,
these developing countries will remain doomed to poverty and social disarray” (pp.
435-6). So, recent works have sought to recover and expand the social role of state
economic management, taking into consideration the constraints posed by globali-
sation. In order to reduce social exclusion, the social developmental state should

. The Washington Consensus refers to a set of free-market policies promoted by the World Bank, In-
ternational Monetary Fund, and the Inter-American Development Bank in response to economic
crises in developing countries sparked by the debt crisis of the 1980s.
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therefore strive to engage with global markets in productive ways while also miti-
gating their negative impacts on society (Sandbrook et al., 2007, pp. 232-4).

Latin American countries have a notable history of industrial policy, and several
countries in the region took up new forms of economic management in the early
2000s as part of the region’s Pink Tide 2 and post-Washington Consensus moment
(Bresser-Pereira & Theuer, 2012). However, as Schneider (1999) argues, while Latin
American states often have developmental objectives, these plans take place in
the context of personalistic bureaucratic appointments, powerful business inter-
ests, and social exclusion from decision-making. These factors undermine the
state’s best developmentalist intentions, and raise the question of whether Latin
America offers examples of developmental states or merely developmental policies.

In this context, rather than succumb to debates over ideal types, the developmen-
tal state literature can be seen as a benchmark for governmental efforts to move
in the direction of greater state intervention in economic management with a view
to advancing social policy. This implies studying regulatory projects that challenge
established policy approaches and entrenched interests. The technological innova-
tions offered by platformisation may cause just such a disruption, and can there-
fore be studied as moments of potential for social change.

Platform developmentalism

A developmental approach aligns with van Dijck et al’s (2018) argument that “The
responsibility for a balanced platform society rests [...] with all actors involved in
its construction [...] [but] supranational, national, and local governments have a
special responsibility in this regard” (p. 6). However despite devoting a chapter to
governance, van Dijck et al. leave us with little concrete foundation for policy re-
search, observing expansively in their concluding paragraph that: “who governs the
platform society and how it should be governed based on what values is complex
and multifaceted” (p. 163). As one reviewer from the Indian Journal of Human Devel-
opment observed “The writers though do not offer a clear solution, successfully
elaborate and analyse the prevailing situation” (Shipra, 2019, p. 238). Meanwhile
Miconi (2020) critiques van Dijck et al. (2018) for not taking a clear position on the
exploitative dynamics of platformisation noting that its analysis ought to “lead to
a more radical conclusion about the nature of platform society, with structure fa-
tally becoming more relevant than agency” (p. 792).

. The Pink Tide (‘Ola Rosada’) describes a wave of left-wing electoral victories that took place in Latin
America from 1998-2010.
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Some recent works have begun to suggest developmental approaches to platform
regulation. Since platforms are themselves innovations, and platformisation also
requires business and technological innovations to support uptake, innovation pol-
icy is one part of the equation. Katz argues that Latin America’s governments need
to find new ways to resolve inefficiencies in private incubation of digital compa-
nies, since these offer high returns on investment: “Industrial policies and tech-
nologies are central to effectively reducing gaps in the digital sector so that their
positive effect on growth and productivity can manifest its full potential” (Katz,
2015, p. XIX; see also OECD, 2016).

This is closely related to regulation for value chain innovations in the platform
economy. Platform business models offer the potential to enhance supply chain ef-
ficiency in ways that drive economic growth (Ezeomah & Duncombe, 2019). How-
ever, as Artoplolous et al. (2019) point out, the state must create the conditions
that enable small and medium enterprises to participate in newly platformised
value chains by ensuring sufficient connectivity, but more importantly by “redefin-
ing the architecture of domestic commerce given the possibilities offered by e-
commerce” (p. 279).

This raises questions about how to regulate the global data value chain across the
base data layer, the cloud computing layer, the intelligence layer, and the con-
sumer-facing intelligence services layer (Singh, 2020) so that countries are able to
harness big data and artificial intelligence to support developmental objectives in
the platform economy (Gurumurthy et al., 2020). Such regulation might enhance or
defend national information systems so that they are available to support the
above mentioned processes of innovation and supply chain management. This
might mean nationalising certain parts of the data supply chain (data sovereignty),
legislating data property rights and the benefits that flow from them, or support-
ing the development of domestic capacity.

Thirdly, platformisation is widely acknowledged to undermine labour standards
(Graham et al., 2017), but despite this, several developing country governments
have looked to the gig economy as a potential means for labour absorption (ibid,
p. 138). Socially-minded labour market regulations for the platform economy
would drive labour absorption across a spectrum of skill sets within the platform
economy, and also devise a means to upskill the market so that workers can transi-
tion to higher paying jobs over time (Parthasarathy & Matilal, 2019). Fostering na-
tional data and information systems is one way that governments can upskill the
platform economy labour market.
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While they offer a clear vision of what platform developmentalism might imply,
these works do not always draw a clear line from economic policy to social gains.
For example, Katz (2015) suggests that the growth of the digital sector could ben-
efit people by giving them better access to basic services, better access to the po-
litical process, by reducing prices, and by increasing salaries (p. 131), but the sug-
gested gains fall short of upward mobility or redistribution of wealth. Even plat-
form economy labour policy tends to focus on ameliorating the worst impacts of
labour outsourcing rather than proposing developmental alternatives.

What would it mean to adopt a fundamentally developmentalist approach to plat-
form policy making? We can arrive at a better understanding by contrasting regu-
latory and developmental approaches to regulating personal data, which is a fun-
damental factor of production for the platform economy (Srnicek, 2017, p. 23). In
Latin America personal data regulations take a regulatory approach, which, much
like the General Data Protection Regulation of the European Union, seeks to strike
a balance between a personal need for privacy, and a corporate need for access to
personal data (Rodriguez & Alimonti, 2020). The question driving this type of poli-
cy is thus What is the right balance between the privacy rights of individuals and the
ability of firms to innovate and grow? The resulting regulatory frameworks are arm’s
length and business-centric.

Since a developmental state aims to resolve the coordination problems that under-
mine a nation’s transition towards an inclusive equilibrium between business and
social interests, then the question driving policy-making would instead be What is
the best way for the community to invest its data resources or mobilise platformiza-
tion? This would imply situating data and information systems at the centre of na-
tional development efforts and engaging in hands-on policies that advance the
stewardship of data resources and information systems at a national level. In dis-
tinction to the view put forward by the Data Commons Manifesto (tecnopolitica,
2020), in this case a data commons therefore implies governance of the tensions
between communal-individual data, open-owned data or data extractivism-data
social responsibility with a view to achieving developmental ends. Policy would
work to cultivate data systems, enforce data incentive mechanisms, and produce
strategic data sets that support the resolution of economic and social coordination
problems through platformisation. One of the main advantages of this approach is
that it situates the social production of platforms at the centre of industrial policy-
making for the achievement of developmental objectives within a particular local
context.
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The Latin American context

Advancing policy of this kind would require the buy-in of both public and private
sector actors, but in Latin America this is a difficult proposition. As a result of the
historical trajectories which have given rise to the Latin American expression of
capitalism:

The structural situation in the region confirms that the institutional trajectory of
inequality prevails as a product of the reproduction of benefits concentrated in
elite power compacts and extended social habits and support rentier
comportment and favor informality, with negative consequences for the
distribution of income and the possibilities that this might create. (Hernandez
Lépez, 2017, n.p.).

In this context, economic policy is heavily guided by multinational corporations
and diversified business groups that benefit from the continued presence of low
skill labour to extract a profit (Cimoli & Rovira, 2008; Schneider, 2008, 2009, 2013;
Serna & Bottinelli, 2019; Egan, 2010). There is every suggestion that platform en-
terprises will align with this logic given the lean business practices (Srnicek, 2017,
p. 39) that lie at the heart of platform business models.

Because business conglomeration and low labour costs are effective strategies to
mitigate business risk and generate profits, both domestic and multinational firms
work to sustain these strategies through political influence. As Schneider explains
“political systems and practices in Latin America are remarkably accommodating
for business interests, especially narrow or individual interests of big business”
(Schneider, 2013, p. 148). Business groups that have emerged out of the family
holdings of bygone eras are able to influence politics due to key structural advan-
tages, including money, growth through acquisitions, and, with growing transna-
tionalisation, the threat of shifting their investments abroad (Lopez Garcia, 2017).
Thus, the region’s political systems tend to favour insiders who press governments
to sustain economic institutions that maintain long-standing relations between
corporations and labour.

These structural conditions make it very difficult for governments in the region to
intervene in the economy to promote economic growth, let alone to pursue social
agendas. One effect of this are low rates of innovation in Latin America, which un-
dermine economic development (Castillo et al., 2016, p. 21). 3 For example, Sauce-

3. | focus on innovation here because of its obvious link to platformisation. Platformisation is the re-
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do et al. (2016) draw a correlation between the structural factors described above
as they manifest in Argentina, Brazil and Mexico, and low levels of innovation in
these three countries, in comparison to analogous economies with different struc-
tural conditions in other parts of the world.

The case of Chile offers a concrete example of how these dynamics manifest in
policy processes throughout the region. In this country, there are several large
firms that combine resource extraction with service offerings, such as Matte
(forestry, mining, energy, and banking), Angelini (forestry, mining, fishery, and gas)
or Luksic (mining, energy, beverages, and banking). As a result, despite Chile’s
strong GDP, 65% of its exports are primary materials, and 80% of those are copper,
so the economy is undiversified, and products exhibit low complexity (Guzman,
2016). These firms could invest in developing new markets, which would in turn
create new and higher paid jobs, but the structure of their businesses does not in-
centivise the pursuit of new innovations. Meanwhile, past policies undermined in-
novation. For example, the Taxable Utilities Fund (FUT), which was created in
1986, allowed companies to postpone tax payments when they reinvested in utili-
ties. It resulted in an accumulation of US$ 200 billion over the course of a decade,
however in that same period private R&D was only around US$ 300 thousand per
year (Jara Roman, 2019).

Since 2000, Chilean governments have pursued policies to incentivise investment
in innovation, but their efforts have been blocked by business elites. As Bril-Mas-
carenhas and Madariaga (2017) explain, the Lagos government created the Nation-
al Council for Innovation and Competitiveness (CNIC) in 2005 to manage an Inno-
vation for Competitiveness Fund (FIC) with the aim of leveraging taxes from min-
ing wealth to drive economic diversification. The initiative was actively opposed by
business interests who used legislative influence to water down the relevant tax
law, and took control of the board of the CNIC to shape its policy interventions.
Once pro-business leader Pinera came to power in 2014 “the CNIC was de facto
depleted of its original purpose” and its agenda was modified to “fostering a ‘cul-
ture of innovation’ among individual entrepreneurs rather than strengthening the
policy and institutional environment for firms to upgrade their productive capaci-
ties” (Bril-Mascarenhas & Madariaga, 2017, n.p.). They conclude that “we cannot
understand why executive-branch leaders in post-authoritarian Chile were not
able to deviate from a policy path originated in the mid-1970s without considering
how big business used its leverage to circumscribe the set of ‘viable” industrial
policy alternatives and bias policy making toward its preferred small-state poli-

sult of digital innovations, and its adoption also requires business innovation.
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cies” (n.p.).

This case is emblematic of the relationship between business interests and the
state throughout Latin America. It shows that Latin American regulators do pursue
developmental policies in an effort to drive growth and social change, however,
they face strong structural challenges to the effective realisation of these plans
even when they might advance economic interests.

This is a pattern that repeats throughout the region, and is evident in all four of
the countries considered as case examples below: Chile, Colombia, Mexico, and Pe-
ru. For example, in Colombia, elites focused on advancing transnational capitalism
have captured local policy-making processes to the detriment of fundamental de-
velopment of the local supply chain, undermining the productivity of local compa-
nies (Franz, 2018). In their in-depth work on the political economy of Peru, Crab-
tree and Durand (2017) show that private sector co-optation of state power has
become the norm, and is used to prevent state intervention in the marketplace. Fi-
nally, Ondetti explains that Mexico has the lightest tax burden in Latin America as
a result of “the resistance of an exceptionally politically mobilized economic elite,
which has resulted in the defeat or dilution of repeated attempts at reform” (2017,
p. 47). Indeed, in his first speech as President of Mexico in 2018, left-leaning
leader Lopez-Obrador announced that under his mandate, “The government will no
longer be a committee at the service of a rapacious minority” of “rapacious elites”
nor would it be a “simple facilitator of pillaging, as it has been” (Lopez-Obrador,
2018).

Platform developmentalism and policy disruption in
Latin America

Under these conditions, the ability to pass developmental policy-making depends
on the relationship between the state and economic actors. Hegemonic coalitions
differ between countries, and this explains historical differences in the organisa-
tion of capitalism and development outcomes between countries. Brazil has state-
led development of internal markets; in Mexico, liberal capitalism focuses on ex-
port markets; and, in Chile, state regulation of capitalism drives export markets.
Each of these models arise according to how hegemonic coalitions have guided
capitalism within each country, and how business interests have adapted to these
realities (Bizberg & Theéret, 2012; Gaitan & Boschi, 2015). This points to the im-
portance of comparative analysis for studying the relationship between state and
market in platform policymaking and the resulting platform economy (Sheahan,
2002; Boschi, 2011).



10 Internet Policy Review 9(4) | 2020

Biber et al. (2017) provide a useful framework for comparative study of platform
policy-making. They argue that not all technological disruptions require policy re-
form, but in the platform economy, technological disruptions frequently cause col-
lateral policy disruptions, which in turn give rise to policy windows that could lead
to new regulatory approaches (p. 1580). When faced with such a policy disruption,
they say, regulators should be neutral between different business interests, while
taking into consideration the health, safety, environmental, privacy or distribution-
al consequences of business activities (p. 1608). If health and safety outweigh neu-
trality between incumbents and newcomers, then policymakers would be justified
in blocking the newcomer to the advantage of the incumbent. But if innovation
benefits outweigh the need to be neutral, policymakers would be justified in
favouring the newcomer to the detriment of the incumbent. Finally, they model
four types of policy disruption: end runs, exemptions, gaps or solutions (p. 1565). In
an end run, innovators argue that existing policy does not apply to them because
their business is fundamentally new. Exemptions are cases in which innovators are
exploiting exceptions in existing policies. Gaps cover cases in which innovators
raise entirely new policy concerns, and there is no applicable policy. Finally, solu-
tions are cases in which the innovator offers better social welfare outcomes, but
faces barriers under existing regulations.

Layering-in a developmentalist logic, if innovations serve to unlock structural bar-
riers to development then they should be pursued, and if they reinforce those bar-
riers they might well be avoided. In particular, applying a platform developmental-
ist logic, the state would favour or even incentivise innovations that advance the
stewardship of data resources and the creation of information systems in ways that
promote balanced growth. If national development objectives outweigh narrow
business interests, governments would be justified in crafting regulatory frame-
works that prioritise the achievement of development gains. In the case of end
runs, exemptions or gaps, a regulator would evaluate the economic and social po-
tential of the new model, and either block the innovation if it undermines devel-
opmental gains, or introduce new regulations to support the innovation if it can be
leveraged to advance them. In the case of solutions the regulator could either give
the innovators a free pass (no new policy), or introduce new regulatory structures
that better enable people to leverage these new benefits.

If policy resulting from platform disruptions falls outside of these frameworks,
then we can surmise that either there has been a failure of governance, or the
process has been co-opted by special interests. According to Fairfield (2015), these
special interests can be expressed through instrumental power, structural power,
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electoral influence and social forces. The first two are the domain of businesses.
Instrumental power is expressed through “favorable relationships with policymak-
ers that enhance access and create bias in favor of business interests” (ibid., p.
420). Structural power is the ability of businesses to mobilise investment decisions
to influence state decisions. Electoral influence is the pressure that elected officials
feel to serve the public, as when they feel pressure to support Uber because it is
well liked by users. Lastly, people affected by technological innovations can create
pressure through popular mobilisation, as when taxi unions have protested against
the introduction of Uber. The latter two forms of pressure could in theory legit-
imise a neutral position by policymakers, however these forces can be co-opted by
business interests as well. In particular, the ability of platform businesses to mo-
bilise electoral power has been well documented by observers around the world
(Gillespie, 2010) and in Latin America (Torres Castro, 2016).

Analysis of policy disruptions

By applying Biber et al’s framework and Fairfield’s analysis of special interests, it is
possible to explore the dynamics shaping the emergence of platform policies in
Latin America, and consider whether platform developmentalism is leveraging
these new technological innovations to advance economic and social goals in the
region. Case material drawn from a review of policymaking in the transportation,
lodging and fintech sectors of Chile, Colombia, Mexico, and Peru demonstrates how
the ideas presented above can be used to analyse platform policymaking from a
developmental point of view. These accounts are meant to be illustrative of the
potential of the framework, rather than comprehensive in their analysis. They re-
veal specific themes of importance to developmental policy-making in the plat-
form space: policy autonomy and capture in the case of transportation policy, how
society values and leverages resources in the case of lodging, and state-market
collaborations in the case of fintech. Based on these presentations, the conclusions
offer possible avenues for future research that could explore platform develop-
mentalism in greater specificity and with comparative rigour.

These four countries were selected as sources of case material to conduct an initial
exploration of the model presented above because of their advanced uptake of
platformisation, and also because they are particularly strong examples of the
structural dynamics discussed above. They rank among the top six Latin American
countries for ICT sector value added as a share of GDP 2010-2017 according to
UNCTAD (2019, p. 74); among the top six Latin American countries in terms of the
economic impact of digitalisation 2005-2013 (Katz, 2015, p. 167); among the top
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six Latin American countries in terms of job creation from digitisation (2005-2013)
(ibid, p. 170), and among the top six in terms of financing for digital innovation
(ibid, p. 282). Brazil, Argentina and Costa Rica also figure prominently in these
classifications, however, Gaitan and Boschi (2015) argue that in Chile, Colombia,
Mexico and Peru, government plays only a “subsidiary role” in terms of regulating
economic activity (p. 180) in contrast to other Latin American states where govern-
ments have pursued more interventionist roles such as Argentina and Brazil, or Bo-
livia, Ecuador and Venezuela. Costa Rica, for its part, is well known as an excep-
tional case in Latin America (Sandbrook et al., 2007). The industries were selected
because, according to a study conducted by Barros for the Government of Chile,
they have been the most affected by platform disruption in Latin America (Barros,
2018).

Transportation: policy autonomy and transnational policy capture

The contrast between taxi regulation in Chile and Peru offers insights into the au-
tonomy and capacity of policymakers in the two countries where platform policy-
making is concerned. In July 2019, Chile’s Senate approved a new law to regulate
ride-hailing (Camara de Diputados de Chile, 2018). The law defines “Transportation
Application Companies” as offering a service that allows a user to contract a driver
for the purposes of moving from one place to another. Companies must be legally
constituted in the country, registered as a tax paying entity, and offer civil and life
insurance for both drivers and passengers. They must also provide a means to re-
ceive complaints, which implies having local staff in the country. The law creates a
public registry with information about companies, drivers and vehicles. Drivers
must have a professional taxi licence, and their vehicles must meet minimal tech-
nical, safety and signage requirements.

Meanwhile, a legal project with broad similarities was approved by the Congress of
Peru in 2018 (Congreso de la Republica de Peru, 2016). It aimed to regulate enti-
ties that administer the digital intermediation of transportation services that allow
passengers to access a paid transportation service. Peru’s legal project focused on
consumer protection. It contemplated a registry, required companies to constitute
themselves legally within the country, and to have “at least one administrative offi-
cer in the country, and a central telephone line with 24-hour a day client service”
(Article 4). The project includes basic requirements around car insurance and Li-
cencing, but is less comprehensive in terms of taxation, insurance, public reg-
istries, licencing and safety than the Chilean law.

In Chile, the traditional taxi sector has been vocal in defending its position within
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the marketplace, and has demanded that regulators step up to protect their stand-
ing (Diaz, 2019). Chile’s taxi sector took the form of unions with invested privi-
leges, so both drivers and the companies they work for stood to lose through the
introduction of ride-hailing apps. In Peru, in contrast, taxis have a long history of
operating illegally, and efforts to regulate the sector have faced continual chal-
lenges (Cohen, 1987; Pashley & Hidalgo Lopez, 2014). Uber’s arrival to Peru did
provoke protests in September 2016, at which drivers argued that the 30% com-
mission charged by the company was too high. However, there is little other evi-
dence of protest in the country, and working tables held by the Peruvian Congress
about its legal project struggled to identify official representatives of the taxi sec-
tor to participate (Valga Gutierrez, 2020, p. 38). Meanwhile, ride-hailing has been
widely embraced in Peru by both drivers and passengers (Valga Gutierrez, 2020, p.
35).

The public sector faced different pressures around taxi regulation in these two
countries. Chile faced an end run situation, in which innovators raised the same un-
derlying policy concerns as incumbents, but were working outside of regulatory
frameworks. Chile’s new law takes a neutral position on taxi market conditions
that balances benefits and risks for all actors within this space.

Peru, on the other hand, is in some ways facing a solution situation, since the intro-
duction of ride hailing offered a means to address the long-time problem of infor-
mality in the sector. This aligns with von Vacano’s (2017) argument that the intro-
duction of ride-hailing systems into countries with highly informal taxi services
can create improvements by formalising employment and service offerings (p.
100). If we apply the logic of Biber et al’s framework (2017), new regulation would
not be strictly necessary in Peru’s case, since the introduction of ride-hailing offers
benefits, and those benefits may outweigh the costs. Peru’s legal project was intro-
duced to enhance ride-hailing by ensuring protection of consumer rights in this
new space: “The majority of the congressional leaders in the debate agreed and
had the same reading of the problem: offer security given high rates of citizen vio-
lence and defend the rights of consumers” (Valga Gutierrez, 2020, p. 39). But de-
spite being a pro-market regulation, this legal project failed to pass into law. Why
is this?

Chile and Peru’s legal projects reveal a significant difference in business strategy
between Uber and its main competitor, Cabify (personal correspondence, April 10,
2019). Cabify sets up offices and constitutes itself legally in countries where it op-
erates, whereas Uber inserts its application into local markets from afar. While
both are multinationals, this sets up a contest between a localised operation and a
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global operation. The introduction of legislation that localises operations provides
a competitive advantage to Cabify, which is already positioned within Peru and
Chile to operate under these conditions.

Chile’s new law gives Cabify a competitive advantage against Uber, but not against
incumbent taxi companies. Chilean incumbents gain by already having the means
to adhere to insurance, safety, training and signage regulations. And the law can
be justified on consumer rights and customer safety grounds. This dynamic al-
lowed Chilean regulators to sustain an impartial regulatory approach.

In Peru, on the other hand, when the legal project was sent from Congress to the
executive it was rejected by President Vizcarra (Vizcarra & Villanueva, 2018). Ac-
cording to a local source, Uber leveraged its membership in ComexPeru to pressure
Vizcarra to reject the law (personal correspondence, April 10, 2019). Comex repre-
sents foreign business interests in Peru and has considerable power given the
openness of Peru’s economy. It launched a media campaign on Uber’s behalf which
argued that “the collaborative economy introduces healthy competition” in ways
that “help to resolve Peruvian challenges such as inequality, self-sufficiency and
informality” (Gestion, 2019a) and chastised requlators for exhibiting “technopho-
bia” and “wanting to corset new relations created by the digital economy into tra-
ditional models” (Castro, 2019). Meanwhile, Uber introduced new safety features to
better serve their clients, a move which the press characterised as “getting ahead
of Congress” (Gestion, 2019b). These interventions bore fruit because Comex has
“weight in the Ministry of Finance and that, at the end of the day, this is the entity
which most influences approval of legislative initiatives within the Executive” (Val-
ga Gutierrez, 2000, p. 40).

These two cases suggest that the Chilean government has more regulatory auton-
omy than the Peruvian one when it comes to addressing the platform economy,
particularly vis-a-vis transnational companies. However, Chile continued to endorse
the pro-free market regulatory approach that is typical of that country. In compari-
son, the inability to pass even a consumer protection law in Peru demonstrates the
very narrow space to manoeuvre for platform policymakers in that country. And
yet, within the context of a pro-market regulatory state, the fact that the Peruvian
congress contemplated a policy that might favour companies that at least estab-
lish some operations in the country suggests that there is a desire to intervene in
the economy in proactive ways. Overall, this analysis raises questions about the
type of capacity and negotiating tactics required to advance more developmental-
ist policies in the platform economy, particularly in the face of powerful multina-
tional actors.
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Lodging: leveraging societal resources for socially conscious forms
of production

Where at first the disruptions caused by platformisation in the lodging sector ap-
pear to be easily resolved by striking a new balance between stakeholders, on
closer examination this case demonstrates how platformisation challenges the de-
finition of resources and how they might be mobilised for development.

In all four countries, early regulatory efforts by municipalities and federal actors in
the digital lodging sector raised concerns in the traditional hotel sector. For exam-
ple, in Mexico City a 3% tax on AirBnB bookings (CDMX, 2017) was challenged by
the Mexican Association of Hotels and Motels which pointed out that traditional
hotels pay 16% value added tax plus 35% income tax (Martinez, 2017). And, in
Colombia, the Ministry of Commerce, Industry and Tourism’s policy only required
hosts to register their operations with the state (Vida, 2017) while the traditional
hotel sector was required to register operations with tourism, migration and tax
authorities and meet significant minimum requirements for health and safety (Cor-
rales, 2018). The Colombian Association for Hotels and Tourism (Cotelco) noted a
1.8% drop in hotel occupation and a 2.8% drop in hotel employment from
2016-2018 even as tourist numbers rose by 17% (Corrales, 2018, p. 14) prompting
them to suggest that the Colombian policy promoted unfair competition (Ci-
fuentes, 2020).

Representatives of the hotel sector have made various efforts to defend their es-
tablished position by expressing instrumental power in policy spaces. For example,
in Mexico, the current Tourism Secretary, Miguel Torruco Marqués came to the role
after serving simultaneously as the President of the Mexican Association of Hotels
and Motels for the Federal District (2012-2017) and the Secretary of Tourism for
the Federal District. As of 2019, he was carrying out an audit of digital lodging in
Mexico, and working with the Ministry of Finance and Public Credit to regulate dig-
ital lodging platforms (Herrera, 2019), however to date no policy proposals have
emerged.

In Peru, the former Minister of Tourism, Rogers Valencia Espinoza, came to his posi-
tion after serving as President of the Regional Council for Tourism of Cusco, and as
a member of the Peruvian Association for Hotels, Restaurants and Associated Enti-
ties (AHORA). In 2018, he proposed a Ministerial Resolution to the Peruvian Con-
gress (Congreso de la Republica de Peru, 2018a) that would have made it illegal to
operate short term rental operations unless all formal hotels were already full
(Guerrero, 2018). ComexPeru (discussed earlier) which also represents AirBnB, is-
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sued statements in opposition to the new regulation (Riofrio, 2018) and legal ex-
perts pointed out that the proposed reform impinged on several other legal rights
(Guerrero, 2018). Valencia Espinoza was shuffled into a lesser role as Minister of
Foreign Trade and Tourism in April 2018 and the proposed regulatory reform was
shelved.

In these examples, lodging innovations have been treated like an end run, and pro-
posed policy solutions have gravitated towards levelling the playing field for lodg-
ing providers. But in fact, the policy dilemma is considerably more complex in this
case. Digital lodging has become a mechanism that drives the transformation of
housing stock into an investment asset since platform innovations allow property
owners to earn more from short term rentals than from long-term renters. This has
led to the emergence of both professional AirBnB property managers and in-
vestors, and AirBnB investment schemes. For example, in Chile, a 2019 background
document produced by a Member of Congress notes that “40% of advertisements
belong to hosts who have multiple advertisements which, since it is unlikely that
they live in all of their properties, correspond to commercial operators of informal
accommodations” (Winter Etcheberry, 2019). In Colombia developers such as Korn
Architects have begun to build AirBnB apartment towers as an investment oppor-
tunity (Portafolio, 2018).

These types of schemes, if they prove successful, could offer opportunities for
small scale investment that facilitate upward mobility, but only if lodging opera-
tions do not become concentrated in a few hands. To complicate matters, there are
no restrictions on foreign property ownership in any of the four countries under
consideration, which opens the housing stock to the possibility of foreign capitali-
sation. Allowing housing to become an investment asset has created well-docu-
mented problems with housing affordability and availability in cities around the
world (Kusisto & Grant, 2019) which is not in the best interests of social equity.
This means that the regulatory dilemma in the lodging sector is not just about lev-
elling the playing field between hoteliers and homeowners. It is more broadly
about protecting housing as a matter of equity and quality of life, and also regulat-
ing real estate to protect against housing bubbles or collapses. What at first ap-
peared to be an end run in the eyes of hotel associations and some policymakers
has revealed itself to be a policy gap, since digital lodging has created entirely
new concerns.

Some legal projects are beginning to emerge to address these policy gaps. In Oc-
tober 2019 the Chilean Chamber of Deputies saw a motion to modify Law 20.423
Institutional System for the Development of Tourism (Winter Etcheberry, 2019). It
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aimed to ‘regulate temporary accommodations to ensure the interests of the users
and the communities that experience their effects” (p. 2). It proposed limiting
short-term rentals to 90 days per unit per year as a means to control the incentive
mechanisms driving investment in housing stock. It also proposed new municipal
fines, as well as changes to the regulation of condominiums that would limit indi-
viduals to a single vote, regardless of the number of units they own. 4 This propos-
al might be considered developmental in that it seeks to protect the economic po-
tential of micro-lodging for small-scale operators, while also limiting concentra-
tion of power in the hands of housing investors. It is also interesting to note that
the motion presenting the legal project explicitly cites corporate actors’ unwilling-
ness to share data about their operations with the state, and the difficulties that
this creates for crafting regulation (ibid., p. 3).

The Chilean example can be contrasted with a recent municipal legal project put
forward in July, 2020 that proposes a ban on the short term rental of condominium
units in Mexico City. The document argues that “For no motive can they be used
for temporary accommodation such as what is offered by platforms like AirBnB and
other similar modalities which are in contravention of condominium, business,
sanitation, civil protection, fiscal and other norms” (Ortega & Navarrete, 2020).
Here rather than exploring socially relevant applications of the platform economic
form, the policy seeks to engineer a separation between social and productive
spaces.

Because the platform lodging sector presents policy gaps that demand novel regu-
latory approaches, there may be greater possibility for policy innovations that in-
clude more developmental orientations. However the brief exploration presented
here suggests the complexity of this proposition. A developmentally minded poli-
cymaker could perhaps create opportunities to leverage housing stock for invest-
ment, economic growth, economic diversification, and microenterprise if this is in
the interest of the community; but such a policy would also need to resist pres-
sures from international investors and tourism operators, as well as real estate
companies and property holding elites. This raises questions about how platform
developmentalism could or should leverage community resources, and how best it
can incentivise socially beneficial forms of capitalisation.

. This project was remitted to committee, and as of September 2020, it had not yet returned to Con-
gress for discussion.
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Fintech: crafting state-market collaborations that advance
developmental objectives

Fintech demonstrates the challenges and potential of state-market collaborations
to advance developmental objectives. It describes the use of digital technologies
to create innovations in financial business models (Anagnostopoulos, 2018). These
include crowd-based means to access capital, online or mobile banking applica-
tions, and new ways of processing transactions in the marketplace. Fintech is often
itself platformised, as in the case of crowd-based financial services, and it also dri-
ves the larger platform ecosystem by enabling digital transactions.

Mexico's new Fintech Law, which came into force in March 2018 (Camara de
Diputados de México, 2018), is the most advanced of the four countries under con-
sideration (Aleman, 2020). Mexico designed a totally new legal framework in
which “fintech activities are reqgulated similarly to other financial services, such as
banking and securities services” (Bolanos & Botello, 2019, p. 25). The new law cre-
ates standards for the operation of crowdfunding, lending and equity schemes, and
the operation of virtual wallets. It also establishes a regulatory framework for de-
veloping new fintech products or services under the supervision of the banking au-
thority. These sandboxes are meant to offer a way for regulators and innovators to
learn and grow together. Finally, the law also allows banks to invest in or acquire
fintech companies, or companies that develop fintech innovations.

Mexico’s law offers a response to issues that have been the subject of intense de-
bate within the fintech sector in the countries under study. When fintech innova-
tions such as crowdfunding first arose in the region they created an end run situa-
tion. Fintech innovators claimed that existing regulations did not apply to them,
however, regulators often claimed that they did. In Chile, for example, crowdfund-
ing initiatives exist without the benefit of crowdfunding regulation, however
“Chilean law forbids raising funds from the public (except for banks) and crowd-
funding has been seen as breaching such a restriction” (Peralta & Noriega, 2019, p.
6). > This situation leaves both innovators and regulators in a difficult position.

In these countries, existing regulatory frameworks, as well as the banking sector
they refer to, were developed to support big capital and big investments. In con-
trast, fintech innovations have been oriented towards servicing small scale bank-
ing and micro transactions. Given that financial inclusion has been historically low
in these countries, this casts fintech in a favourable light. However regulators have

. Chile is otherwise considered to be the least advanced in terms of fintech regulation in Latin Amer-
ica (Quiros, 2019).
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been cautious about the potential risks of digital banking innovations. For exam-
ple, in the debates that arose around Mexico’s fintech law, the Mexican National
Commission for Protection and Defence of Users of Financial Services (CONDUSEF)
argued that informal banking mechanisms contradicted the goals of financial in-
clusion by putting citizens at risk (Foro Juridico, 2017). To complicate matters, it is
difficult for authorities to keep up with the innovations produced by the fintech
sector, and in particular, to distinguish serious innovators from those looking to ex-
ploit regulatory loopholes for personal gain.

Some regulators have managed these contradictions by asserting authority over
crowd-based initiatives and creating regulatory sandboxes that allow corporate ac-
tors to experiment with financial innovations under the supervision of the regula-
tor. Sandbox frameworks are often paired with regulations that allow banks to in-
vest in or purchase fintech companies, thus providing a means to fund fintech in-
novations. For example, in 2018 the Colombian Supervisor of Finance issued De-
cree 1357 which regulated debt and equity crowdfunding, it created a fintech
sandbox, and it issued Decree 2443 which authorised credit institutions, financial
services entities and capitalisation companies to invest in fintech companies that
develop technologies directly related to the corporate activities of the investor.

But this move provoked pushback from Colombian fintech start-ups. The new regu-
latory arrangement effectively formalises fintech, and ties access to investment fi-
nancing to the needs of existing financial institutions. A representative of industry
association Colombia Fintech complained about the new scenario saying that “The
Supervisor doesn’t want to put itself in problems with the banks, so it is taking a
lukewarm position, but fintech companies do need a regulatory framework, be-
cause each time they try to do something, the Bank of the Republic, the Ministry of
Finance, or the very same Supervisor of Finance, tells them that they can’t do it be-
cause it is too risky” (quoted in Garcia, 2018). This can be read as a call for greater
transparency in the operations of the Supervisor of Finance which is perceived to
be in the pocket of Colombia’s traditional banking sector. If this is true, then it sug-
gests that incumbent banking players may be influencing policy in ways that un-
dermine competition.

Peru has taken a different approach. There are currently no restrictions on invest-
ment by Peruvian financial entities in fintech companies, and there is no regulatory
sandbox. Instead, fintech innovation has been left to the private sector. ® At the

. Alcazar and Sanchez (2019, p. 35) report that new fintech regulations are being considered by the
Peruvian Superintendent of Banking. See: Ley que declara de interés nacional y necesidad publica la
regulacion de la tecnologia financiera. Legal Project 3403/2018-CR. Congreso de la Republica de Peru.
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end of 2018, the Peruvian fintech company Culqi, which created payment gateway
services for authorising credit cards at point of sale, was purchased by Banco de
Crédito del Peru. This transaction was considered a success because it generated
new business for a large Peruvian company, while at the same time facilitating ac-
cess to international credit card transactions at competitive rates (Alcazar &
Sanchez, 2019). This could be considered a developmental outcome since it drives
economic growth while also reducing costs for small businesses and consumers.

But if platform developmentalism takes seriously the need to put data and infor-
mation systems at the centre of national development planning, Peru’s fintech deal
needs careful analysis, because credit card companies are key sources of data for
global consumer data brokerages (Christl, 2017). Indeed, a study of fintech sand-
boxes in 28 countries by the Consultative Group to Assist the Poor (CGAP) and the
World Bank found that sandbox projects overwhelmingly focus on payments ser-
vices and market infrastructure, and that “most sandbox-tested innovations do not
target excluded and underserved customers at the base of the pyramid” (Jenik et
al., 2019, n.p.). " The report concludes by recommending that regulators create fi-
nancial inclusion themed regulatory sandboxes so that state and private actors can
co-design policies and technologies that together address barriers to financial in-
clusion. Given the growing value of data, regulators could also use sandboxes to
experiment with novel forms of data intermediation such as data trusts in order to
ensure responsible capitalisation of this resource within the national economy.
Two observations arise out of this analysis, which are the significance of novel
models of state-business collaboration to platform developmentalism, and also the
need to consider the relationship between data and money in creating policy for
national economic and social well being.

Conclusions

The idea of platform developmentalism challenges us to shift the notion of a plat-
form society (van Dijck et al., 2018) from an ontological to a normative position,
and to address platform business models as strategic choices rather than social
outcomes. It means asking, given the technologies at our disposal, what kind of so-
ciety do we want? How can these technologies best be applied to mobilise soci-
ety’s resources to achieve those outcomes?

September 28, 2018. http://www.leyes.congreso.gob.pe/Documentos/2016_2021/Proyec-
tos_de_Ley y de_Resoluciones_Legislativas/PL0340320180918.pdf

7. https://www.cgap.org/blog/do-regulatory-sandboxes-impact-financial-inclusion-look-data
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This means moving away from self-regulation by business interests, as well as the
elision of societal governance with platform governance. Rather than looking at
data and information systems as a way to connect local markets with global capi-
talist circuits, platform developmentalism argues that governments should stew-
ard their data and information resources as potential sources of economic growth
and social wellbeing. Achieving this goal implies taking up new approaches to pol-
icy-making. It would require shifting away from small state regulatory approaches
and towards more interventionist forms of state management.

In the four countries considered here, Chile, Colombia, Mexico and Peru, this would
mean taking on powerful actors who have a vested interest in protecting limited
state intervention in economic affairs. The challenges of overcoming historically
embedded hegemonic coalitions and fundamentally shifting a nation’s approach to
regulating capitalism are too complex to address here. What can be said is that the
role of the ‘digital developmental state’, as Heeks (2018, p. 12) calls it, is a pressing
research agenda. This paper offers guidance for researching “the processes and
structures - particularly the politics and political economy - of digital economy
policy-making and implementation in developing countries” (ibid., p. 11). In doing
so, it moves the developmental research agenda away from treating platforms like
a technological intervention (Koskinen et al., 2019) and rather places our focus on
the context in which platformisation creates effects.

With this in mind, if we are to find new regulatory pathways for the platform econ-
omy, | agree with van Dijck et al’s (2018) call to analyse “how societal values form
the heart of debates over private gain versus public interest” in platform business
models (p. 140). They go on to say that “Articulating which values are contested by
whom in which context may help reshape the current platform ecosystem in ways
that make it more responsive to public concerns” (ibid.). However, while this is a
great agenda for research, | am unsure why citizens would put their trust in the
rather vague and faceless, and for Latin American countries, often foreign, platform
ecosystems. In that regard, if people are to understand platformisation and put
pressure on governments to properly regulate this business model, community en-
gaged research is required on personal data literacy (D’lgnazio, 2017), especially
where it serves to articulate local social values around data and information sys-
tems (Reilly, 2020).

These can in turn serve as alternative frameworks for locally relevant policy re-
search. In particular, platformisation involves a reorganisation of the boundary be-
tween social space and productive space, as when our cars or homes, indeed our
personal identity, become the subjects of new forms of commodification. This has
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important implications for developmentalism, which by definition must seek a bal-
ance between economic growth and social equity. Where does the community
draw the line when it comes to leveraging its resources for productivity? Here re-
search is needed into the implications of governance frameworks that put people
at the centre of regimes of production based on personal data and information
systems (Lehtiniemi & Haapoja, 2020).

Meanwhile, since the platform ecosystem is dominated by global corporations, re-
search is urgently required about how small states can best negotiate with
transnational platform actors to extract benefits for their nation. Egan (2010)
points out that the balance of power between states and multinationals operates
differently in resource extraction versus manufacturing. The same will be true of
platformisation, because data resources are valued, cultivated and traded differ-
ently. When should states open their borders to platform multinationals, and how
can they best position themselves for that negotiation to extract maximum devel-
opmental benefits?

Finally, as platformisation involves rapid technological innovation, it is often ar-
gued that governments should leave the heavy lifting to the private sector. But the
experience of fintech shows us that this need not be the case. Platform develop-
mentalism requires innovative models of corporate-government innovation that
can mobilise investment in ways that advance community agendas. Some readers
may wonder if platform developmentalism means putting more data in the hands
of state officials, but | do not think this need necessarily be the case. Rather, draw-
ing on Jenik et al. (2019), research into sandbox models could explore regulatory
avenues that allow private actors to work with personal data through fiduciary
arrangements in ways that reinvest in community wellbeing. This would represent
a true recognition of the close relationship between data and economic value in
the platform economy.

To conclude, the technocentric assumption that platform innovation will somehow
lead directly to development is a shallow proposition that ignores the political
economy of the digital economy. Where platformisation can offer pathways beyond
structural barriers, it could offer fundamental opportunities to advance develop-
ment goals. These opportunities will differ from one sector to another, and will
take shape differently depending on existing hegemonic coalitions. Comparative
analysis of policy struggles and their outcomes can offer a powerful means to bet-
ter understand how platformisation is reshaping development processes, while al-
so offering insights into the types of policies required to put platformisation to
work for the betterment of communities.
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