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Freedom of establishment and the draft bill on taxi service in Iceland
On 19 October, the Ministry of Transport and Local Government submitted to the 
Authority a final draft bill for a new taxi legislation in Iceland (Doc No 1093086).

The draft bill foresees that the requirements set out in the bill will be 
complemented by a new regulation, where additional requirements for licence 
holders will be further defined. Based on informal information received from 
Iceland, those implementing measures have not been prepared but will take into 
consideration Iceland’s obligations under the EEA Agreement. The Internal 
Markets Affair Directorate ("the Directorate”) will therefore assess the new 
legislation when those implementing measures have been prepared.

As stated in a letter from Iceland, dated 12 April 2018 (your ref. 
SRN17040662/2.21.24; Doc No 908867), a Task-Group submitted a report to the 
Minister on the taxi market in Iceland. Among the conclusions of that Task-Group 
was that current numerical limitations and the obligation to be affiliated with a 
dispatch centre constitute restrictions on new operators and the Ministry produced 
the previously referred draft bill in accordance with these conclusions.

The draft bill introduces three licences in relation to operations of taxi service in 
Iceland, an operating licence in accordance with Article 6 of the draft bill and a 
professional qualification licence in accordance with Article 5 of the draft bill and 
dispatch centre licence according to Article 7 of the draft bill.

For all licence groups the draft bill introduces numerous requirements for issuance 
of a licence. For licences in accordance with Article 6 and 7 of the draft bill, that is 
an operating licence and a dispatch centre licence, there is a strict requirement 
that applicants are domiciled in Iceland. The explanatory text with the bill explains 
that this requirement is justified by the fact that such a requirement is reasonable, 
as the operating licence is limited to Icelandic territory. Furthermore, Article 7 
requires that a dispatch centre licence may only be issued to legal persons, which 
are represented by natural persons domiciled/residing in Iceland.

The Directorate is of the view that the economic activity referred to in the draft bill, 
the operation and driving of taxis or operations of dispatch centres, falls under the 
scope of the freedom of establishment under Article 31 of the EEA Agreement.
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The concept of establishment under Article 31 refers to a situation in which a 
person pursues a professional activity on a stable and continuous basis.1 As such, 
Article 31 does not only permit natural persons to relocate themselves and 
establish a permanent presence in another EEA State but also participate in 
economic activity in two or more EEA State.

Furthermore, Article 31 covers both direct and indirect discriminatory restrictions 
on the freedom of establishment. Restrictions in this context refers to measures 
that are liable to hinder, or make less attractive the exercise of fundamental 
freedoms according to the EEA Agreement.

According to established case law of the EFTA Court and the Court of Justice of 
the European Union ("CJEU”), all restrictions on fundamental freedoms such as 
the freedom of establishment must be justified; justifications such as physical 
proximity to operations have for example not been considered proportionate to a 
legitimate aim pursued by the national law nor suitable as a justification for such 
restrictions.2

The requirements in the draft bill for natural persons to be domiciled under Article 
6 and 7 of the draft bill may therefore breach Article 31 of the EEA Agreement, 
unless such restrictions can be justified in accordance with the established case 
law of the EFTA Court and the CJEU.

The Directorate will continue to monitor the taxi market in Iceland and assess the 
new legislation after it has been adopted as well as any implementing regulations 
related to that Act. The Directorate is always willing to discuss this matter further, 
would such request come from Iceland.

Yours faithfully,

Valgerður Guðmundsdóttir 
Deputy Director
Internal Market Affairs Directorate

This document has been electronically authenticated by Valgerdur 
Gudmundsdottir.

1 See e.g. Case E-4/00, 14.6.2001, Brandle, para. 11-12.
2 Case E-3/98, 10.12.1998, Herbert Rainford-Towning, Para 32-37.


