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SUBMISSION TO INDEPENDENT COMPETITION AND REGULATORY COMMISSION – ISSUES PAPER ON DETERMINATION OF PRICES FOR TAXI SERVICES

Introduction

This submission has been prepared in response to the November 2001 ICRC issues paper on the Determination of Prices for Taxi Services.

The submission provides information on recent Government decisions in relation to previous proposals regarding the compulsory transfer of wheelchair accessible taxis (WATs) to a second network, imminent changes to the regulatory regime for taxis and Department of Urban Services’ views on other issues raised in the issues paper.

Second Taxi Network 

The previous Government had proposed that all current WAT operators affiliate with a single new taxi network, Yellow Cabs (Canberra), to address the levels of service provided to the disabled community and to facilitate the establishment of a second taxi network in the ACT.  The new Government supports, and wishes to encourage, the establishment of a second network.  However, consistent with it pre-election policy the new Government has decided not to require WAT operators to affiliate with Yellow Cabs.  

Although there is no legislative or administrative impediment to another network (such as Yellow Cabs) becoming an accredited taxi network in the ACT it appears that there are significant barriers to becoming established in the market.

Amongst other matters, under Canberra Cabs’ Rules a taxi licensee is required to pay a premium on shares of $20,000.00 to join the co-operative.  This premium is not refundable if the member were to resign from the co-operative to join another network operator.  This represents both a high exit barrier (to members who might wish to join another network) and a high entry barrier (to another network competitor which is unable to access a pool of taxi licensees).  

Service quality indicators, and monitoring and enforcement of WAT service standards

The Road Transport (Public Passenger Services) Amendment Act 2001 and associated regulations are due to commence in March 2002, providing a new regulatory regime for taxis.

The main features of the legislation are:

· networks and operators must be accredited to operate in the ACT;

· to become accredited, networks and operators must meet fit and proper person tests, prove their financial viability, and demonstrate the ability to implement and maintain required specified processes;

· accredited networks must meet minimum standards for performance and equipment (eg meters, security cameras);

· accredited networks and operators must meet service standards (eg vehicle maintenance and cleanliness, handling customer complaints and lost property);

· new disciplinary powers are provided in relation to network and operator accreditation (the Road Transport Authority may issue orders, reprimands, suspensions and cancellations of accreditations);

· there are specific requirements for WATs to give priority to the disabled community in accordance with their licences;

· performance measures are tightened (eg measures must be reported monthly rather than three monthly);

Overall, the new legislation is designed to strengthen public safety, service quality and consumer protection by increasing the responsibilities and accountability of taxi networks and taxi operators.  

Cross border arrangements for the provision of taxi services in the Canberra / Queanbeyan Region.

In July 2001, Urban Services established cross border arrangements with the NSW Government for taxi services in the Canberra / Queanbeyan Region on a trial basis.  This has been achieved by Urban Services issuing restricted taxi licences to existing Queanbeyan taxis for a 12 month period.  The NSW Department of Transport has reciprocated by allowing all existing ACT taxis to operate unfettered in the Queanbeyan Region.

Urban Services understands that the trial has resulted in there being less ‘dead running’ time for taxis servicing the Canberra / Queanbeyan demand, with vehicles being able to take passengers on the return route to their home jurisdiction.  We also understand that an ‘off load’ arrangement (where hirings are passed to another network if they cannot be filled by the first network) between Queanbeyan Cabs and Canberra Cabs is being considered by these networks.  

Urban Services notes that the Commonwealth Government has announced its intention to establish a substantial Defence facility in the Queanbeyan Region.  Although this is a matter very much in the future, it provides an example of how continuation of the Canberra / Queanbeyan cross border arrangement could provide additional work for ACT taxis.

Taxi Costing and Pricing Model

The ICRC may wish to consider the following items in refining the costing and pricing model.

Operators of WATs must pay a $1000 fee for their restricted taxi licence each year.

The annual ‘licence to operate’ fee ($496) (currently paid by all taxi operators) will be revoked in March 2002.  Accreditation application fees and annual accreditation fees (based on numbers of taxis) will apply from March 2002.  However, operators will be deemed to be accredited and will have 12 months to apply for accreditation.  Urban Services will advise ICRC of these fees when they are determined by the Minister.  

Once accredited, the operator would be expected to spend some time each week administering his or her accreditation responsibilities.  This may include monitoring drivers’ performance, record keeping, and taking action to ensure drivers comply with the legislation.  Arguably effort is currently being expended on most of these matters and there should not be any significant increase in administrative costs.

The NRMA, as the ACT’s only authorised compulsory third party insurer, has provided a refund of $738.10 per taxi to taxi operators who had an incident/accident free calendar year in 2000.  It is understood that over 200 taxi owners received the refund.  The previous year, a refund of $369.05 was provided to taxi operators with an incident/accident fee year.

The Department considers that all costs associated with the provision of a taxi service met by the operator should be included in the pricing model.  This means for example that the current lease fee (understood to be around $26,000 per annum) should be factored into the model.  The Department notes however that if lease fees were included it indicates that current operators would be running at a loss of around $17,650 per annum where bailee drivers only are used.  As licences continue to be traded for around $265,000 it suggests that the current model either understates the revenues or overstates operating expenses.

Other matters

The current licence quota is 217 standard taxi licences (which are perpetual and may be transferred).  The Department has also issued 26 restricted taxi licences to wheelchair accessible taxis and 16 restricted taxi licences to Queanbeyan taxis.  While the Government has not considered the recommendation of the National Competition Policy Review of ACT Taxi and Hire Car Legislation that restrictions on the number of taxi licences be removed, the Government is seeking advice from ICRC on a range of matters to assist it in considering the future direction of the ACT taxi and hire car industries.  The terms of reference for this work have recently been accepted by the Commission.

