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I have been active in the ACT Taxi Industry for almost six and a half years, the last five as an owner/operator of a taxi licence. I wish to make some comments on the ICRC’s Draft Report on the ACT Taxi and Hire Car Industry.

Recommendation 1 – general issues and cross border restrictions

How can it be recommended that cross border restrictions be removed whilst the trial is still in place? It seems that the ‘trial’ is just a sham if a decision is made to allow Queanbeyan Taxis to operate permanently in ACT without any evaluation of their impact on taxi services. How will the trial be evaluated? To my knowledge Department of Urban Services has not published the evaluation criteria.

To date we have had to suffer a competitive disadvantage due to Queanbeyan having a higher fare structure. Also they are not subject to accreditation standards including driver training, that we in Canberra must meet. Dealing with complaints from passengers or drivers against Queanbeyan cabs is another area difference and difficulty. How is the ACT Government going to effectively deal with disciplinary matters involving a driver/operator licensed by another jurisdiction? I suspect that it won’t be effectively dealt with and that will only lead to disgruntlement amongst drivers.

The recommendation regarding operator licences being issued for twelve months causes concern. This proposal does not give the operator any security or tenure. Operators usually obtain lease financing over three or four years. The prospect of not having a licence renewed yet still having a three year lease commitment will create unease and potential financial hardship. Further, it will mitigate against any notion of building and owning a business.

5.3 Freehill’s review

Freehills claimed that licence quotas have resulted in a wealth transfer from consumers to taxi licence owners through higher fares and increased plate values. It is unfortunate that Freehills have been quoted in the Draft Report for a number of reasons.

Firstly, by not refuting this claim, the ICRC tacitly accepts its accuracy. However, in part 12.1.1 (p. 85) of the Draft Report, the ICRC acknowledges that plate values have not been included in fares. Not only were Freehills in error but it was misleading of the ICRC (possibly even deceptive) in quoting this section.

Secondly, this misinformation about plate values and their impact on fares has been picked up by the media. Since release of the Draft Report, The Canberra Times has published one editorial, one feature article, one journalist’s report, and several Letters to the Editor, all of which have picked up on this supposed nexus between plate values, fares and returns on investment.

Recommendation 4 – participants in the safety net scheme

This recommendation is flawed in preventing re-entry to the industry within five years.  It discriminates against those wishing to be in business (that is, the taxi business) and it discriminates in favour of lessees who have “invested” in the capital cost of a taxi vehicle.  This naively ignores owner/operators who have “invested” in a vehicle.  The recommendation is anti-competitive because it is preventing people from entering the taxi industry.  

This recommendation will result in a mass exodus of existing owners. The ACT and taxi industry will lose a great wealth of corporate knowledge and experience.

The Commission expresses its concern that by allowing existing licence owners to re-enter the industry that they will be able to take up a free licence.
  Elsewhere in the Report it is suggested that licence fees be set at full recovery.2  An obvious inconsistency.

The proposed safety net is an insult to owner-operators who have committed years of hard work to the taxi industry and their businesses, most of whom would not have made a viable return on their plates.  The safety net is premised on the basis of a lessee receiving a return on investment.  There are too many variables for such an approach to be taken, e.g.: 


-
Owner/operators don’t receive lease fees

· Types of investors/lessees

· Level of debt incurred

· Purchase price of plate

· Purchase price of car

The ICRC is wrong in assuming that owner-operators will stay in the industry because they have a greater investment.  It is precisely because they have made a greater investment that they will be forced out under ICRC proposals, as their investment will be next to worthless.

Recommendation 5 – market/licence categories

It is recommended that “all other public vehicles” be licensed to operate in the telephone market and at the airport.  However, it is silent on the subject of network affiliation and accreditation for “all other public vehicles”.  If such a license category is restricted to the telephone market and airport, how will those vehicles be prevented from doing rank and hail work?  In all practicality this restriction would be a sham, with any breaches swept under the carpet.  

Recommendation 6 – maximum fare regulation

This recommendation limits fare increases to two per annum with advanced notification of fare changes.  The Senior Commissioner has publicly stated that the taxi industry should be de-regulated and be allowed to operate like any other industry.  Since when have businesses such as the oil industry, airlines, and Joe’s hamburger shop been restricted from adjusting their prices to meet market conditions?

6.2.1 Why consider deregulation?

The Commission quotes Gaunt’s and Black’s report (1994) that regulation has lead to inflated fares and monopoly profits to license holders.  The ICRC supports this analysis by stating that “those who gain from restricting entry are generally owners of taxi plates, while the losers are generally consumers who pay higher fares for poorer service and taxi drivers who can not afford the cost of a taxi license”.  

It is worth noting that: 

· The report is 8 years old;

· Numerous owners were sitting on a “paper loss” as at 15 April 2002;

· My position was that I would have incurred a real loss had I sold my plate at the prevailing market value at 15 April 2002;

· Many experienced and competent full-time taxi drivers can earn more than an owner/operator;

· Surveys indicate that services are of a very high standard, and we frequently receive compliments from interstate and international visitors on the standard of our service;

· It is wrong to suggest that consumers are losers through monopoly profits being capitalised in plate values as plate values have never been factored into fares.  

For the taxi driver, the other side of the regulation/restriction coin is that they will be even poorer because earnings will be depressed by an increased number of taxis vying for work in a market that will remain relatively static.

6.2.2 Will deregulation work?

An obvious omission from key factors impacting on the success of deregulation is the question of sustained profitability of the taxi industry.   

6.2.3 The approach to deregulation

Number of new licences during the phase-in period p.34

Comparing taxis per head of population as a justification for increasing the number of new licenses is a very simplistic analysis.  It ignores an obvious difference between Canberra and other capital cities, that being the better road systems and free-flowing traffic that we enjoy here.   It is interesting to note that footnote No. 40 acknowledges our better roads and less congestion, but this doesn’t seem to carry any weight in determining the number of new licenses to be issued. 

6.4 Licence categories

Regulations relating to 6-9 seat vehicles seems to overlook the existence of taxis licensed to carry  five passengers i.e. they would fall within the 6-9 seat regulation. Taxis capable of carrying five passengers represent 20-25% of the fleet.

7.1 Commission conclusions – establishing a second network

Reference to a $20,000 premium to join Canberra Cabs is largely a red herring as it affects very few people. When I bought my plate in 1997 I did not pay Canberra Cabs/Aerial a $20,000 premium, nor have I done so since. In fact I didn’t even know that such a thing existed. The premium would certainly not be an issue to deter me from joining an alternative network. Issues of concern to me and many other operators would be:

· Integrity of principals behind an alternative

· Ability to manage a taxi dispatch service

· A conviction that promises of lower base fees could be sustained

· A commitment to the taxi industry and its stakeholders rather than any self serving interests

· A commitment to building a business that would benefit the local community, as opposed to repatriating profits interstate, at a cost to ACT Government and local employees.

The reason that most owner/operators have not supported a second network is that they have not been assured of the important issues. The $20,000 premium is of no issue in the vast majority of cases.

7.4.1 A ‘traditional’ second network
The Commission claims that quotas have resulted in licence owners enjoying increasing capital values and profitability. This is a very general statement and is not supported with any evidence. I have received neither increased capital value nor increased profitability. I have had to work increasingly long hours to  make ends meet and this has been to the detriment of family life and my health. There are many other owner/operators in the same position.

9.2.3 Hire cars

Table 9.5 lists costs for running a hire car, including $22,000 for what appears to be equivalent to our base fees. This seems to draw no comment or criticism from the Commission yet the Draft Report and its predecessors make numerous critical comments about the level of Canberra Cabs base fees (approx. $13,000 pa).

An obvious explanation for us having lower base fees is our economy of scale advantage over the local Hire Car Industry. Just as obvious an explanation between our base fees and those in Sydney is the economy of scale advantage enjoyed by Sydney networks. The Commission seems reluctant acknowledge this.

If the Commission is hell bent on delivering the cheapest fares possible to Canberra’s taxi passengers by, in the long run, forcing taxi services to be dispatched from a bureau in Sydney, Brisbane or Calcutta, then they should have the courage to point out the economic loss to the ACT economy. They should also provide an estimate of how many cents would be saved on the average taxi fare.

Conclusion

Prior to the Draft Report I was the owner of a business valued at approximately $250,000. I had an asset of some substance, after allowing for existing debts, and over time my equity would increase to the point where that asset would form a key plank in funding my retirement.

As an owner/operator of a taxi I had a vested interest in the taxi industry, its service standards and image. To borrow a slogan from a few years ago – “I was proud to be a cabby”.

The Draft Report threatens to turn all of that on its head. At the moment my asset is nominally worth $105000 under the safety net scheme, not enough to cover my debts. So much for my superannuation. I won’t be allowed to operate in the industry for five years by which time I will be fifty six years old. Even if I could take up an annual licence next year, the ball game will have changed. I will not have equity in a business and therefore I will not have a vested interest in the well being of the industry as a whole. All that will be at stake for me is the rapidly depreciating value of the vehicle.

I will no longer be a proud cabby.

� ICRC Draft Report, page 35





2 ICRC Draft Report, page 20
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