A GAME-CHANGER TO SHORT-TERM RENTALS IN SPAIN

Francisco Sanchez-Cubo
Universidad de Malaga

Alba Viana-Lora
Universidad de Cordoba

ABSTRACT

Usually, when it comes to short-term rentals (STRs), there are three approaches:
prohibition, limitation or laissez-faire. Using experimental data on STRs from the National
Statistics Institute, we analyse the fluctuations in their figures in all municipalities in Spain
to determine whether there is a link between the type of regulation and its effects. Plus, we
discuss the most recent sentence, which allows a new way of regulating STRs and
becoming a game-changer in the near future.
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1. INTRODUCTION

The outbreak of short-term rentals (STRs) — commonly referred to as Airbnb —
thanks to the development of technology (Gossling & Hall, 2019) has entailed several
drawbacks as increases in housing prices (Clancy, 2022; Garay-Tamajon et al., 2022) and
living standards (Dolnicar, 2019) for residents. Thus, tourist destinations have had to
develop regulations to prevent them (Prayag & Ozanne, 2018) and also for additional
issues inevitably linked to this phenomenon, such as security, zoning, and tax collection
(Edelman & Geradin, 2015).

In this context, the extant literature shows three approaches to regulating STRs
activities: prohibition, limitation, or laissez-faire — the latter the lack of regulation
(Nieuwland & Van Melik, 2020). Since prohibiting involves its elimination (Clancy,
2022), limitation measures are generally applied. Among them are many policies - such
as licensing - and requirements regarding aspects like safety, habitability, and health
standards (Prayag & Ozanne, 2018). Four strategies apply, depending on their scope,
according to Furukawa & Onuki (2022): a general approach, a host or residence one or a
combination.

Consequently, regulations differ from each territory, even within the same region
or country. That is the case of Spain, a well-known and mature tourist destination, but in
which the legislation regulating STRs is transferred to the regions — also known as
Autonomous Communities — according to the Urban Leasing Law (LAU) (Frias, 2020).
Generally, the regional regulations revolve around setting requirements before granting a
license and, after it, through inspections and sanctions (Comendador-Sanchez et al.,
2021). However, there is no common standard, and the regulatory body is characterised
by heterogeneity (Martin-Martin et al., 2019). This issue is worsened as some cities have
particular circumstances, which have led specific regulations at the municipality level,
approaching the same problems from different perspectives (Frias, 2020).

Examples in the Spanish context of these particular cases are known worldwide.
For instance, Barcelona (Garay-Tamajon et al., 2022) - one of the strictest ones - has
implemented zoning and even halted licenses from 2015 to 2017 (Wilson et al., 2022).
Similarly, Palma halted them in 2017 and zoned too, but removed the latter due to pricing
problems. In 2018 it became the first one in Spain to only allow STRs in detached houses
(Gonzélez-Pérez, 2020).

Lastly, another example of strict regulation took place in Valencia, where the need
for certifications and similar rules to hotels, and a halt in licensing from 2018 to 2020,
reduced the number of STRs (Garcia-Amaya et al., 2021). Unfortunately, in Spain, there
are still laissez-fare examples, such as the coastal city of Pollenca, which has indeed been
enhanced by the city council (Miiller et al., 2021).



2. MATERIALS AND METHODS

Data from the National Statistics Institute about STRs were analysed at the
municipality level to explore those fluctuations, covering the available period (August
2020 — February 2022), considering only the number of accommodations from the
variables included in this database. Thus, the whole database accounted for 8,131
municipalities. After filtering those with no STRs in the period or at the end of it and
discarding those with less than 10 STRs because of no significant changes, the final
dataset accounted for 1,605 municipalities, divided into four groups according to the
number of STRs they have: 10 to 29, 30 to 49, 50 to 99 and 100 or more, respectively.
From this basic filtering and ordering, we identified the outliers in each group through
Box and Whiskers diagrams applied to the percentual changes in the whole period for
each municipality in each group, which highlighted 72 of them. Their distribution among
groups, percentual variation in the period and regional assignment are shown in Figure 1.



Figure 1. Short-term rentals’ evolution in percentual change in the period August 2020
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Plus, to further identify possible trends among these outliers, a last analysis was
carried out. For that, simple linear graphs helped explain how interannual changes
occurred, which allowed us to identify seasonality in 24 municipalities, a downward trend
in 29 of them, and 19 without a particular pattern.

2. RESULTS

For analysing policies, those municipalities affected by seasonality were
discarded. Thus, starting with the ones with a downward trend, they clearly gather into
Malaga and Barcelona provinces and Comunitat Valenciana region. Regarding the case
of Malaga, no specific regulations within its municipalities seem to be the cause of that
decrease but might be attributed to the foreseen regulatory changes (Junta de Andalucia,
2022) at the local and regional level — Andalucia —, in which the city of Mélaga has a
leading role, and that may be preventing STRs investors from increasing or maintaining
them.

On the contrary, Barcelona’s strict policy since 2017 through the PEUAT (2022)
established zoning and an active policy for decreasing STRs through the limitation of the
activity and prohibition under certain circumstances may be directly linked. Similarly,
the region of Comunitat Valenciana showed a marked drop after passing a law prohibiting
the rental as STRs of individual rooms (Decree 10/2021).



Then, the rest of the municipalities had different behaviours not attributable to
specific patterns, but some belong to the provinces and regions above. Apart from them,
the case of the Canary Islands stands out since its figures raised may be due to less strict
regulation and a subsequent shift in their tourist model (Decree 113/2015). Besides, there
are two territories in the province of Granada — Nigiielas and Trevélez — which have
recently arisen within the tourist brand “Spain's most beautiful villages”, and Salas de
Pallars in Lleida, which have increased their figures due to tourist reasons. Conversely,
there are other municipalities which remain unexplained, even if their figures grow Sant
Fost de Campsentelles — since it is a satellite territory of a bigger city — or they decrease,
even lacking regulation at the local level in this regard — Sesefa (Toledo), Binéfar
(Huesca), Jumilla (Murcia) and Torrelodones (Madrid).

Finally, Madrid and Sevilla are cases in which regulation diminished STRs'
impact. In the first one, its Land-Use Planning only permitted STRs on the ground or first
floors over non-residential ground floors (PGOU Madrid, 2022). Regarding the latter, its
Land-Use Planning (PGOU Sevilla, 2022) obliged STRs to fulfil the hotels' requirements,
even for environmental ones, which are very difficult to get in old buildings. Despite these
regulations lacking retroactive power, they seem to have worked as dissuasive,
diminishing STR figures.

3. DISCUSSION & CONCLUSIONS

The above results have shown the effects of limitation policies as halting licenses,
zoning and licensing, strict requirements, equating with hotels — as in Sevilla — and partial
prohibitions as in Madrid or the Balearic Islands. Finding an equilibrium between
residents’ quality of life for rental prices and acquisition power and the economic benefits
of the tourism private sector is a crucial point in the STRs problem.

Usually, regulation of the STRs activity is a lengthy and time-consuming process
through Land-Use Planning modifications and use to end up in court. Apart from the
mentioned cases, the passing of the sentence STS 238/2023 by the Supreme Court of
Spain in January 2023 - which allows some prohibitions of the STRs activities in cases
of general interest -, supporting the Balearic Government ban to STRs everywhere apart
from detached houses. This sentence creates jurisprudence and may be applied in other
massified tourist destinations in which STRs have widely spread and risen in long-term
rentals. It could therefore be a game changer in the short term, as most of the complex
limiting regulations that already apply, or are in process, could be simplified by
transposing STS 238/2023 into regional legislation. If all regions transpose this measure,
it would eventually lead to a virtual ban of STRs as we know them nowadays. Now is the
time for research to take action and look for solutions to mitigate the socio-economic
impacts that an eventual change could have on short-term rentals by analysing why
landlords choose to offer short-term rental housing and looking for other appropriate
regulatory alternatives.



Despite the complex regulatory context regarding STRs in Spain makes it difficult
to apply the result to other specific contexts, the findings of this study may be of interest
to stakeholders in Spain and abroad for developing policies.
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