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Following its review of the future direction of the ACT taxi and hire    car industry, and determine of prices for taxi services.






     By

          


   John McKeough




   Taxi Proprietor

INTRODUCTION

In responding to the draft report of the ICRC on the future of the taxi and hire car industries in the ACT, one must acknowledge that emotion and self interest can colour one's opinions; and that economic change can be a good thing. However, I believe the arrogance of people driven by ideology whether political or economic can be a breathtaking phenomenon and needs to be kept in check.

The selective use of information and unbelievable arrogance displayed by the ICRC in its draft report is something to behold. One could easily be led to believe that the short time made available for submissions to the original inquiry was all the Commission required, because its report was already written, just waiting for the insertion of a few select quotations. The very short time between the cut-off day for responses and the final report inspires little confidence that any changes will be considered.  

The Industry Commission Report into the taxi and hire car industries in 1993 and the FREEHILLS NCP Report into the ACT taxi and hire car industries in March 2000 display the same attitudes. Facts and figures that do not suit the deregulation deity are ignored; assumptions are made and logical gymnastics reach Olympic levels especially with regard to the conclusions drawn from overseas experience. 

To me, it is somewhat understandable that economic training leads to such a consistent attitude, but the brief given to the ICRC included the requirements to "facilitate an appropriate balance between efficiency and environmental and social considerations". 

Surely this means consideration of the effects any proposed changes would have on all those associated with the taxi and hire car industries, passengers, owners, drivers, staff.

I note the Commission does show concern for operators of vehicles seating 6 to 9 passengers. A cynic would conclude that this concern might be warranted; but it also falls in line with the Commission's overall argument. 

It is also interesting to note the different attitudes that politicians have had to such reports over the years.

Politicians do have to consider the implications of their decisions.

In the 1985 Report No 47 of the Standing Committee on City Management the politicians had this to say: 

"The committee's Report No 38 rejected the concept of total deregulation of the ACT taxi industry, based on evidence of adverse experiences elsewhere, particularly in the USA. Service quality and vehicle safety standards declined as a result of aggressive, uncontrolled competition. The cost of administration also increased as public complaints grew, particularly with regard to airport transport, and greater administrative attention had to be paid to enforcement of standards relating to vehicles and drivers".

Further, as stated in the Commission's Draft Report, in the year 2000 a Standing Committee of the ACT Legislative Assembly recommended that the ACT hire car industry not be deregulated, and if deregulation was to take place, appropriate compensation should be paid to existing hire car licence holders.

The amounts proposed by the ICRC to "compensate" ACT taxi and hire car licence holders through a "safety net" is grossly insulting and unfair.

National Competition Policy does include the need to make decisions based on, among other things, public benefit. It is hard to see that application of the recommendations in the ICRC report will lead to public benefit in the ACT.

In this response, I will deal with the following points:

1. The Commission's use (and misuse) of  information

2. Implications for people with disabilities

3. Just compensation.

4. Public involvement

5. The Gamble

Please note. My criticisms of the ICRC are of the philosophy that drives it (not its members) and which negates any claim that it is in any way independent.

He means he or she.

1. The Commission's use (and misuse) of information

It is very disappointing to see the selective use of information used to support arguments for very large scale changes in the taxi and hire car industries in the ACT.

Of special concern to me is the convoluted logic employed to extract positives from overseas experiences of taxi deregulation. 

New Zealand

Among the "benefits" of the New Zealand experience the Commission lists increased demand for taxi services and improvements in waiting times.

One would have thought that the growth in larger cities over the period of thirteen years would have led to some increase in taxi trips. It seems to be a pointless statement especially as no figures were produced that could show an increase in individual use of taxis.

Waiting times for taxi rank passengers most likely have been reduced. The taxi ranks in larger cities are full of taxis. Editions of the New Zealand Taxi magazine have reported incidents where taxi drivers have been fined for illegal parking whilst they waited to take a position on a taxi rank.

Passengers who book a taxi through a dispatch centre may or may not have experienced a shorter waiting time. The new entrants have not joined existing companies and enhanced the distribution of their taxis. So service delivery could only improve if a company installed equipment of the standard Canberra Cabs installed ten years ago.

As for customer choice, where is the Canberra passenger missing out? Canberra Cabs tries to ensure all taxis are of high standard and hire cars are available to those passengers who are happy to pay more. An executive taxi service was tried several years ago, but Canberra does not seem to be large enough for that market to develop.

Average fares in New Zealand might be lower; but some of the exploitation of tourists creates a poor image in some areas. Mr John Taylor of Christchurch, President of the New Zealand Taxi Federation, told delegates at the recent Australian Taxi Conference in Townsville, that airport "sitters" at Christchurch Airport charge up to $50.00 for a trip to town when the correct fare is around $23.00. Not all passengers are enjoying that benefit.

Regarding the lessons learnt from the NZ experience, the fanciful notion that consumers will price shop over the phone and at ranks is just a dream.

Imagine a prospective passenger at the head of the Airport Rank holding up others as he calculated the most suitable fare structure for the length of his journey. How many phone calls will a prospective passenger make to find the best deal? He will simply ring the taxi group that provides proven good service.

At the top of page eleven of its Draft Report, the Commission claims the literature it reviewed did not identify any major costs associated with deregulation. And then states (dot point 3 below) that service quality can be maintained through tighter regulations. Elsewhere we are told regulations cost money.

United States of America 

In Chapter 3.2.2 of the Draft Report, the Commission outlines its version of the results of deregulation in the US.  

The claimed benefits are an increase in the number of taxis and some improvement in taxi availability. Only some?

Then we are told there were reductions in some aspects of service quality and price increases in some cities. Very precise analyses.

[We are told that some of these increases may have been reasonable given previous regulatory decisions. Imagine how they would rise in Canberra given recent ICRC decisions on Canberra's taxi fares]

The Commission then claims one of the lessons that can be learnt from the US experience is that the extent of deregulation can have a significant influence on its success. What success? Out of about twenty-six cities that deregulated, why did only three remain deregulated? Most of them reversed their decisions. 

The United Kingdom

The costs of deregulation in the UK (Chapter 3.2.3) appear to outweigh the benefits, increased fares, congestion at taxi ranks, and lower standards of service.

The Commission's conclusions of overseas experience.

The Commission admits that overseas experiences of deregulation have produced mixed results, but then claims it would be good for Canberra.

The above quote referring to the US experience in my introduction comes, I believe from a report called the "Teale Report" which was released in the 1980's. This may or may not have been available to the Commission. However, the Price Waterhouse Report, released in the 1990's would surely been available. The report concluded that it was hard to determine if any benefits or dis-benefits had come from the whole deregulation exercise in the USA.  

The ICRC seems to suggest that it knows that deregulation has not been all that successful overseas, but that it knows the real answers. Canberra is blessed with the magic elements (Chapter 6.2.2) that can make it work. 

The Commission also recommends that an "enforceable standards" approach be applied as the market entry mechanism.

The local bureaucracy seems to have enough problems already when it comes to enforcing standards. Departmental officers would have to acknowledge that the efforts of Canberra Cabs have contributed greatly to the maintenance of high vehicle standards and service standards that generally well satisfy Canberra's taxi users. The costs associated with proper enforcement would no doubt work against the Department's efforts. From overseas experience (1985 Standing Committee report) it is more likely than not that the need for departmental involvement will increase, as will the administrative costs. To then say that these costs can be retrieved through licence fees will work against the interests of the consumer who will ultimately bear them.   

2. Implications for people with disabilities

Implementation of the ICRC Draft Report would have the greatest affect on people with disabilities, especially those who are confined to wheelchairs.

In a short time there would soon be no WATs left on the road, unless all taxis were required to be WATs. Surely this would be a perverse reaction. It would transfer the need to meet a particular community service obligation to the taxi-using public and ignore the market, which desired sedans as taxis, such as elderly people who find it difficult to use vans. 

Free rental of WAT licences will not attract operators to WATs and it would be harder to enforce conditions of a lease than it is at the present time. It must be acknowledged that Canberra Cabs has continually worked to improve service delivery and has been enjoying some success.

The questions that should be asked are:

Under a deregulated taxi regime, why would any person seek to register a WAT 

· When the cost of a new vehicle fitted with a hoist costs around three times that of a new Falcon?

· When the inevitable higher number of standard taxis would lessen his income and the promised fare shopping expands into more active vehicle shopping?

· When it is more difficult to obtain relief drivers for WATs than it is for standard taxis?

· When strict adherence to licence conditions erodes the viability of his business?

· When there are no incentives to ensure viability of his and his drivers' business?

Below are a few "facts of WAT life" in Canberra:

· One WAT was written off in February this year, three months ago, and has not been replaced yet

· Another was seriously damaged six weeks ago. The operator fervently hoped it would be written off so he could walk away.

· It is very hard to recruit drivers for WATs. Many consider two wheelchair trips per day as their "quota" and avoid wheelchair work once their quota is met. Their need to make an income overrides the operators concerns.     

The patronising $3.00 "lift fee" offer means nothing, especially if the Commission expects the driver to forego the right to turn on his meter before he starts lifting his passenger into his vehicle. Why should the driver not be paid whilst he is engaged? Why should he individually directly bear the cost of another community service obligation? 

The term "lift fee" is probably the wrong term to use. The driver needs a financial incentive, which makes "chasing" wheelchair work profitable. I again urge the Commission (see original submission) to look at the incentives provided to drivers of WATs in Melbourne, the so-called lift fee and the excess distance fee. The Victorian Government also contributed financially to the establishment of the necessary infrastructure, which enables Silvertop Taxis and Yellow Cabs to work effectively together.

3. Just compensation

Many economic activities have either vanished or shrunk to almost nothing over the past century; but have probably always done so gradually. These might include the businesses of coach building or blacksmithing. Watchmakers are now very hard to find.

The gradual nature of change has allowed practitioners to retire gracefully or diversify towards new activities, such as in the case of the coach builder and blacksmith, into motor car sales and motor repairs.

The ICRC proposal for the ACT taxi industry involves no gradual change but a sudden destruction of the wealth and equity that those in the industry have either built over many years or committed themselves to build over several years into the future.

The insulting "safety net" plan is so distorted that a person might think the unemotional ICRC had a personal aim to "fix" taxi owners because of all the "hidden profits" they had "obviously" made over the years; and been especially driven to do so because the profits continue to remain hidden from both the ICRC and members of the taxi industry. 

The $26,000.00 the ICRC chooses to believe is earned annually by lessor taxi owners is the "proof" of its assumption.

The fact is that anyone who agreed to pay $26,000.00 per annum to lease a Canberra taxi is either very gullible or ill informed. $18,000.00 is close to the mark.

The Commission has chosen not to believe that the "fat" in the taxi business is earned by the single operator who takes advantage of the available unlimited overtime either to pay off a loan or pay his lease fees. 

The fleet operator aims to extract a margin by endeavouring to fully shift his fleet. Fleet lessees are currently enduring very difficult times.

If the taxi industry were being pushed into oblivion by some newly emerging transport mode, those in the industry would have the opportunity to phase themselves out of the taxi industry or move across to the new mode. This would be a natural process.

Implementation of the ICRC Draft Report would not be a natural process. It would destroy the equity taxi owners have in their business, send many into bankruptcy, and change the prospect of many from self-funded retiree to government funded pensioner. This is a fact.

Any suggestion that taxi owners do not have to leave the industry, but may stay and keep their businesses is cynical nonsense.

[My personal situation is this: My wife and I are 63. If I decide to stay under the proposed regime, I would need to keep operating as a full-time owner operator/driver until I was about 80. This would enable me to pay off our loans. I could then retire and go on the pension. If I accepted the joke offer, I would receive about $200,000.00. This would still leave me with a considerable debt, which I could not repay. I would need to sell our house, buy a very cheap one, look for work outside the industry, and then retire on the pension. This is after keeping myself in debt for the best part of forty years as I aimed for a reasonable retirement. There are many others in similar positions.]

It has been suggested that those who have entered the industry in recent years should have known there was risk involved in buying a taxi, and therefore the Government, in the event of deregulation, should be under no obligation to fully compensate owners.

This is an attempt to provide the Government with a Pontius Pilate clause.

The Department began selling taxis over the counter in 1987 (8 taxis for a price of $80,000.00 each) which took some time to sell, because they were highly priced.

It then sold taxis at auctions and received "top dollar" for those licences at most of those auctions. Why should anybody think it was likely that the Government would support deregulation and deliberately wipe out the value of something it had sold to an unsuspecting customer?

The Darwin experience, where the Government paid full market price for its taxi licences, would also be a selling point made by the seller of a taxi licence to a questioning buyer.

The Department of Urban Services has overseen the sale of many licences over the past few years, and has known the prices being paid (The Revenue Office has enjoyed the stamp duties it received). Would it not have had a duty of care to warn buyers that things could change, especially as its submission reminded the ICRC of its interest in the alleged "transfer of wealth" supposedly inherent in regulated taxi regimes.

6. Public Involvement

One would think that an industry that was obviously in need of restructuring would raise a deal of public debate that would highlight all the problems besetting the industry and its consumers. Where have all the complainants been? Are two or three antagonistic taxi operators with personal agendas plus a couple of members of the public with complaints that have or are being addressed all that can be mustered? None of those people called for deregulation 

Is the one letter to the editor (of the Canberra Times) supporting deregulation a measure of public concern? Especially when that letter is a copy of the same letter, which the same writer sends in about once every three or four years, simply changing the date.

People in Canberra are usually most articulate when they have something to complain about, and the taxi industry has worked hard to look after its clients.

Is the taxi service of poor quality? Not according to the past two surveys conducted by the Department of Urban Services.

Are fares too high? This could depend solely on whether one considers a taxi owner or driver should be adequately compensated for his efforts, or whether one is driven buy a philosophy that dictates that every person should face insecurity in his efforts to survive.

One thing is certain. The Canberra public is generally happy with its taxi service. 

5. The Gamble

The ACT Government is being advised by the ICRC to take a huge gamble with the economic lives of Canberra's taxi owners, operators and drivers simply to try a plan that "could " work if all the magic elements line up correctly. What if they do not?

If the Government wishes to gamble on the ICRC being right, then it should use its own money as a stake, not the hard-earned life savings of Canberra's taxi owners. 

If the ICRC believes it is right and the public will benefit from implementation of its proposals, then it should be prepared to advise the Government to pay full price to all taxi and hire owners before deregulation takes place.  
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