Submission to the

Independent Competition and Regulatory Commission

concerning

the Future Direction of the 

ACT Taxi and Hire Car

Industries

Denis O'Brien

May 2002

Introduction

On 19 April 2002 the ICRC released a Draft Report relating to the Future Direction of the ACT Taxi and Hire Car Industries. This report followed the circulation of an Issues Paper by the ICRC and the production of numerous submissions in response to the Issues Paper. 

Through the production of this report the ICRC has engaged in systematic and substantial false, misleading and deceptive conduct in a number of ways which are designed to favour an outcome that is not achieveable from a fair and objective analysis of the available information. These include the way in which it:

· describes past and existing situations;

· limits its scope of observations of past and existing situations to preclude consideration of legitimate alternative views;

· misrepresents information available to it; and 

· attacks the credibility of information that does not comply with its view, by dismissing the reliability of that information without attempting to objectively and fairly analyse it.

This conduct is immediately evident from the ICRC's description of the history of the taxi industry in the ACT. It continues unabated throughout the report.

Industry structure

The ICRC describes the evolution of the ACT taxi industry from 1956 to the present; and paints a picture of benign growth uninterrupted by any significant occurrence. This is exactly the same way that it was presented in the Issues Paper. 

However, the Canberra Taxi Proprietors Association (CTPA) took exception to this inaccurate portrayal in the Issues Paper and actually advised the ICRC of the reality of what had occurred. Page 3 of the CTPA submission, which is available for verification on the ICRC's own website (www.icrc.act.gov.au), informs the Commission that both business-initiated and Government-forced competition have been the reality of the ACT taxi industry throughout this period. The result is that the market has determined over time that, of the 3 networks that have previously existed, there is room for only one network service provider in the ACT. 

This is fundamental to understanding how Canberra Cabs has acquired its monopoly in the ACT network market. However, this true history of the development of the ACT taxi industry has again been omitted in the ICRC's public exposition of the "facts". 

The ICRC's portrayal of the past and present profile of the ACT taxi industry is false, misleading and deceptive.

Forms of regulation/deregulation

Section 3.1 of the report explains the types of "market entry mechanisms" that can be applied to the taxi industry generally. It concludes that "The current situation in the ACT may be best described as a quota ceiling operating on market entry". The ICRC's own definition of a "quota ceiling" is:

"quota ceiling: the government/regulator directly limits the number of taxis in operation -   there are no clear guidelines on the release of additional taxi plates. This is effectively a closed entry policy".

The ICRC is well aware of the existence of Performance Benchmark Parameters that identify the ability of the industry to meet satisfactory response time requirements; to the extent that a failure to meet these parameters can indicate a need for more taxis. The Commission should also be aware that these benchmark parameters were introduced to overcome perceived inadequacies in the earlier indicators employed to determine the level of demand for taxis and, consequently, the number of taxis. If the Commission is not aware of this then it may have been negligent in not actively seeking relevant information on an issue on which it has made an adverse finding.

As a background to this, with the introduction of self-Government to the ACT, the first Government formed the Taxi Industry Advisory Committee. One of the pressing demands on that committee was to develop or identify a methodology for determining taxi numbers to satisfactorily meet the demand for taxi services. Over time, two methods were employed. The first was a "population ratio" method. 

The report lists the "population ratio" method as the next less restrictive market entry mechanism to "quota ceiling'" (see above). This method was used for several years and resulted in an increase in taxi numbers during its currency. It was eventually discarded in favour of a demand-based measurement, as recorded by aggregate radio bookings for taxi services. 

The report describes a demand-based mechanism as "convenience and necessity":

"convenience and necessity: new licences are issued under certain conditions. A wide range of criteria could fall into this category, usually relevant to demand and the need for additional services" 

which is the next less restrictive market entry mechanism to "population ratio". Consequently, it is a two-stages-removed less restrictive inhibitor than "quota ceilings". This radio-bookings based system worked well, producing additional taxis as demand increased; but it was seen, by Government, to be too prescriptive. In the end, a system of response time performance benchmark parameters was introduced.

This is also a demand-based mechanism and, as such, is also defined as "convenience and necessity."

The fact that there has been no increase in standard taxis for a number of years shows that the method works. There has been a decrease in demand due to Federal Government decisions, including the decimation of the ACT economy and the introduction of the GST, and the impact of the failure of Ansett Airlines. The lack of growth in taxi numbers is a reflection of this reduced demand. 

Against this background, it takes a creative imagination to describe the present response time based market entry mechanism as being "quota ceiling" as defined in the ICRC's own report. But the ICRC manages to do so. 

The ICRC's representation of the nature of the market entry mechanism presently applying in the ACT taxi industry is false, misleading and deceptive. 

International experience

The ICRC acknowledges that the Australian market has some experience in relation to deregulation of the taxi (and hire car) industries. It does not elaborate on what that experience is, except to say that it is "limited". 

This is unfortunate, because at least one independent researcher has undertaken an objective analysis of the effects of opening entry to hire cars and the issuing of more taxi licences in South Australia. Kang (see the CTPA submission page 7), in his secular appraisal of the benefits of deregulation, noted that there had been

"…an indirect depressive effect on drivers' wages which have declined by 13% in real terms from 1987 to 1996. Such decline was also affected by the fares which have been held to the inflation rate by regulatory policy, and by the increased number of taxis serving a stagnant market after deregulation."

The other component of the "limited" experience occurred in the Northern Territory. The effect of the deregulation of the taxi industry in the Northern Territory provides the most illuminating reading and still manages to entertain the populace and sell newspapers. Extracts of relevant and recent stories are attached. To its limited credit, the report 

"notes that the Northern Territory announced on 28 November 2001 a freeze on the issuing of licences for taxis, minibuses and hire cars. This freeze is to remain in place for 6 months."

But at no stage does the ICRC expand on the nature of the problems that have confronted the Northern Territory after deregulation.

It is understandable that the ICRC has not elaborated on the benefits of deregulation flowing from the "limited" Australian experience.

The ICRC's portrayal of the Australian experience of taxi deregulation is false, misleading and deceptive.

New Zealand

The ICRC promotes the New Zealand experience as a positive example of the benefits of deregulation. It summarises these benefits as:

· increased demand for taxi services;

· improvements in waiting times; 

· improvements in customer choice through increased diversity of prices, quality and nature of taxi services offered; and

· lower fares on average.

Kang identified similar results:

"Another remarkable result was the development of innovative taxi services, such as running of mini-buses on scheduled and fixed route services, successful tendering for the delivery of mail from New Zealand Post Headquarters to distributed sorting centres. Innovations occurred more widely in the city of Wellington, namely taxi vans were added to fleets, executive cabs with drivers in uniforms appeared, range and flexibility of company accounts were increased, new taxi-charge credit systems were introduced, and taxi companies started to tender for public bus routes."

The ICRC knows that the ACT taxi industry already has:

· taxi vans;

· drivers in uniforms;

· company accounts; and

· taxi-charge credit systems;

and that the ACT taxi industry has been interested for years in tendering for public bus routes; but has been prevented from doing so. If this information had inadvertently slipped its collective mind then it appears that the ICRC has not drawn on the CTPA's submissions to its previous reviews. Why this is the case, despite the ICRC's ability to regurgitate un-submitted deregulation theory ad nauseam, seems odd.  

However, the Commission may not have known that the ACT taxi industry has previously been a service provider for the movement of mail from sorting centres to distribution centres, but it could have asked. 

In relation to taxi vans, Canberra Cabs provided significant financial assistance to operators wishing to provide that service, to enable them to identify and expand that market. The cost to Canberra Cabs was in the order of $120,000 over a 4 year period. The providers determined that the revenues available from that market were not sufficient to cover the costs of providing the service. So they exited the market. This information is also readily available, including from the Department of Urban Services, which oversaw the period of subsidisation by Canberra Cabs.  

Therefore, it appears that if an overseas industry such as that in New Zealand starts from a low base and deregulation then lifts that base to a level equivalent to what the ACT industry has achieved without deregulation, the ICRC perversely sees this as a measure of the inadequacy of the ACT industry. 

If the ICRC envisages that the ACT industry should manage to parallel the achievements of the New Zealand industry, then its proposed deregulation is superfluous; because the ACT taxi industry moved past these achievements years ago.

The ICRC notes "increased demand for taxi services" as a benefit from deregulation. It is not immediately clear how this can be interpreted as a "benefit" to the consumer. Therefore, it must be that the Commission sees this as a benefit to the taxi operator or taxi driver. If this is the case, then the Commission may have overlooked the facts that Kang was able to identify:

"The increase in the number of taxis serviced probably led to more competition between operators as well as drivers, which might have caused reduction of profitability of operators as verified in several countries such as Sweden, New Zealand and the US. Especially drivers' working conditions deteriorated significantly in terms of wages and working hours in most countries where data was available."

However, the ICRC was able to venture that:

"Some of this increase in taxi numbers has been attributed to increasing demand associated with improved services following deregulation."

To put this another, and more accurate way, the ICRC could have said:

"The increase in the number of taxis was not matched by a commensurate increase in demand for those services, despite the availability of more and improved services following deregulation."

But it chose not do, because this would not have been supportive of its deregulation agenda.

The next benefit perceived by the Commission was the improvement in waiting times. No measurement has been provided of the level of delays existing before deregulation or after deregulation. In the case of the ACT, however, the waiting times profile is readily available in the form of regular audited statistics. These show that a satisfactory service already exists. This has been supported by consecutive annual consumer surveys commissioned by Government. For whatever reason, the ICRC makes only a fleeting reference to the existence of these surveys and provides no insight into their results. Perhaps this oblique reference enables the ICRC to dismiss the legitimacy of these surveys.

Finally, the Commission notes that "lower fares on average" have resulted from deregulation:

"The New Zealand Transport Department, for example, found that taxi fares for the majority of companies decreased by as much as 10 per cent from 1989 to 1995."

Once again, the Commission failed to note the available evidence that before deregulation:

"Fares were set on a cost-plus basis, taking into account running costs, standing costs, wages and a 10% profit."

In other words, what happened was that deregulation eliminated the profit component from New Zealand fares. But the industry has not reduced fares further, by moving into a loss-making phase. In particular, Kang notes that:

"However, there were little incentives to reduce fares further, because incomes of drivers and profits of companies were already down in the city of Wellington."

The ICRC knows that there already is no profit component in ACT taxi fares. This information is also readily available on the ICRC's website. Consequently, the Commission cannot reasonably or objectively expect to see any reduction in fares following deregulation of the ACT taxi industry. To the contrary, all the evidence suggests that fares will increase substantially.

Once again, the ICRC neglected to include these real facts in its report; because the other "facts" fit more comfortably with its intentions.

In this context, it may be helpful to look at the downside identified by Kang, but not by the ICRC. Kang noted that:

"However, the entrance of a whole variety of new drivers resulted in unqualified drivers who could not find destinations, the right words or appropriate manners. This in turn led to the imposition of additional qualitative requirements such as the display of identification cards, procedures for passenger safety, and the reintroduction of area knowledge tests."

In essence, the benefits of deregulation in New Zealand have already been achieved in the ACT without deregulation and without the downside of the imposition of additional qualitative requirements or the need to focus on procedures for passenger safety.

The ICRC does not give the ACT taxi industry any recognition or credit for its initiative and commitment to providing a level of service that the New Zealand industry had failed to achieve.

The ICRC's portrayal of the relevance of the New Zealand outcomes to the ACT taxi industry is false, misleading and deceptive.    

United States of America

The ICRC notes that 21 cities in the USA have experimented with taxi deregulation, in one form or other. It summarises the benefits of US deregulation as:

· an increase in the number of taxis; and

· some improvements in taxi availability.

Clearly, this is nowhere near as dramatic an improvement as is claimed to have occurred in New Zealand. But it is possible that the USA started from a higher base. This possibility has not been explored. In any event, the USA outcomes do not appear to be remarkable.

In relation to the benefit arising from an increase in the number of taxis Kang observed that:

"The increase in supply had not led to any significant increase in demand and this therefore has led to a fall in productivity, namely, occupancy levels. For example, daily trips per taxi have dropped by at least one third in four of the deregulated cities. This may be a further explanation for the rise in fares. In some cases this has led to a reduction in real earnings, for example, in San Diego the real earnings of drivers have fallen by 30 per cent."

In relation to fares, the ICRC also notes that: 

"…over the longer term, price changes were similar between regulated, deregulated and re-regulated cities." 

Kang sees it slightly differently, in that: 

"…over a thirteen year period the mean fare increased by 145% in deregulated cities compared to 133% in regulated cities."

In other words, fares increased at a higher rate after deregulation than they did where deregulation did not occur.

Perhaps the inclusion of this information in the ICRC report would have shown more balanced commentating.

The ICRC's description of the USA outcomes is false, misleading and deceptive.

United Kingdom

It seems that the UK is an example of where deregulation has failed to benefit almost anyone. The ICRC notes that the improvements were limited to:

"the telephone market was successfully opened to competition, where there was greater ability to differentiate service."

and that the price for this wonderful improvement was:

· "increased fares

· congestion at taxi ranks and

· lower standards of service."

Nonetheless, the ICRC gives this an unjustifiably positive spin by referring to these deleterious outcomes as "lessons learnt from the UK experience."

The ICRC's euphemistic description of the UK outcomes is false, misleading and deceptive.

Road Transport (Public Passenger Services) Act 2001

In relation to the "Implication for WAT services" the Commission (or the Department of Urban Services) draws attention to the provision that:

"Operators must apply for specific accreditation to become a WAT operator. A person may only operate a WAT service if accredited. As WAT licences are not transferable the licensee must be an accredited operator to perform a WAT service."

In this context, it is well known throughout the industry that there are a number of WAT licensees who wouldn't even know what their WAT vehicle looks like, let alone how to operate it.

If the intention is that these people must become accredited or lose their licence then the question of how the forfeited licence will be re-assigned needs to be addressed. The report fails to address this issue; and, in doing so, fails to properly disclose the real implications for WAT services.

In this respect the ICRC's description of the implications for WAT services is false and misleading.

Another interesting aspect not addressed in this section is the potential for "a concentration of

ownership and/or operation of the taxi licences/ industry" in relation to WAT services. At page 35 of the report the Department of Urban Services is reported as having serious concerns about the potential for deregulation to impact adversely on general taxi services through a concentration of ownership. The question that arises is why the Department doesn't have the same concern about WAT services. Perhaps the answer is that the Department wants a concentration of WAT ownership. This is evidenced by its allocation of 6 WAT licences to a single individual - while limiting ownership of the other 20 licences to one per person. That this individual happens to be a principal of the still non-existent Yellow Cabs network may be a relevant consideration.

Commission conclusions - Licence fees

At page 20 the ICRC notes:

"Canberra Cabs suggests WAT capital costs are around $6,000 higher than those for standard taxis."

The CTPA submission shows that Canberra Cabs made no suggestion of the sort. It did not happen.

What Canberra Cabs did was to show that there was a net operating disadvantage of around $24,000 per year affecting WAT operators in comparison with their non-WAT counterparts.

So, if the Commission is serious about redressing the financial disadvantage associated with operating a WAT then the difference in lease fees should be $24,000 - not the $6,000 that the ICRC is attempting to achieve by misrepresenting the nature of submissions to the review.

Unfortunately, this approach would present a significant difficulty for the ICRC - because it would have to recommend a lease fee for a non-WAT vehicle that would be in the order of $25,000 per year (based on the existing WAT lease fee of $1,000 per year). And it would have to ensure that this amount was incorporated into fares from day one.

The Commission is sensitive to two issues in this context. Firstly, it draws heavily on its belief that existing licence holders are receiving so-called monopoly rents of around $25,000 per year. It would be difficult for the ICRC to deregulate the taxi industry and produce a $25,000 monopoly rent for the Government - after sending many small businesses broke for the alleged same crime. More importantly, though, the ICRC knows that there is no monopoly rent component in the current fare structure but that there would have to be one following deregulation.

The impact of a $25,000 Government monopoly rent would increase taxi fares by 25%.

Consequently, the ICRC deliberately misrepresents the Canberra Cabs submission.  

Freehills review

In Section 5.2 the ICRC states that it "examines the findings of the Freehills review." This assertion is unchanged from its position in the Issues Paper. However, the CTPA contested that any examination of the Freehills findings has ever been undertaken by the Commission. Rather, the ICRC has accepted the Freehills findings without any attempt to critically and objectively examine them.

Contrary to the ICRC's slavish acceptance, the CTPA took up the responsibility abrogated by the ICRC and critically examined the Freehills findings. In doing so, the CTPA was able to disprove the Freehills' contention that there is a transfer of wealth from the customer to the taxi licence holder.

This major flaw in the Freehills position was included in the CTPA submission, which is available on the ICRC website.

The ICRC has failed, once again, to address this issue; and has been derelict in fulfilling its statutory responsibility to do so.

Further examination shows that Freehills lied about the transfer of wealth issue. The simple truth of the matter is that Freehills' calculations are predicated on the existence of a fare component of $2.12 representing the return on licence per fare. Such a component does not exist, at any value, and has not existed previously. The ICRC admits this in its Determination of Taxi Fares for 2001 to 2003, when it says:

"…..the Commission acknowledges that there are difficulties in incorporating plate values in the model for fare setting purposes……As a result, the Commission has decided to exclude plate values from the revised model. It believes that future changes to the number of taxi licences available, including the issuance of WAT licences, and the possible eventual deregulation will over time adjust the plate values." 

and it admits it in its draft report for Taxi Fares for 2002 to 2004:

"With the Commission recommending deregulation of the taxi industry, it is compelled to develop a cost setting methodology and price path that will allow the industry to prepare for the removal of licence quota restrictions. It considers that a detailed approach that attempts to include plate values is therefore not appropriate."

The Commission's failure to address this issue in the current report, and its continued reliance on an untruthful claim by Freehills, is a false, misleading and deceptive portrayal of the past and present situations.

Deregulation of the ACT taxi industry

In articulating the case for deregulation of the taxi industry the ICRC states that:

"State and national government's (sic) and/or their bodies have all conducted reviews of the taxi industry over recent years….All the reviews identified significant costs associated with regulation…..The experience of deregulation in NZ and selected US cities illustrates the benefits that can accrue from deregulation."

Based on the additional information that has been highlighted in the preceding paragraphs, this statement lacks credibility.

Also in its case for deregulation the ICRC states that:

"In the ACT, the taxi market has experienced falling demand for a number of years. A regulated environment of continual annual fare increases without compensating improvements in service quality will not assist the industry. Deregulation, competition, the introduction of new and innovative customer orientated services are required if the ACT industry wants to turn around the current movement away from taxi use."

This curious mix of assertions and inferences seems to rest on a number of unsubstantiated assumptions:

· That the ACT taxi market has experienced falling demand for a number of years

· That fare increases do not assist the industry

· That there have been no service improvements over the years

· That deregulation will increase demand in the taxi market

· That there is no competition for  the ACT taxi industry

· That there have been no new and innovative customer orientated services.

The first assumption is wrong. This is clearly shown in Tables 1 to 4 attached to this submission. In fact, the ACT taxi market has experienced both rises and falls for a number of years. The actual situation is that the market has increased until a significant external event has intervened to impede further growth. These external events are:

· The Federal Coalition Government's staffing and program cutbacks of 1996 which produced the fall in demand that is evident from June 1996 until June 1999; and which stifled the growth in demand evident before then.

· The Federal Coalition Government's introduction of the GST in July 2000 which produced the fall in demand that is evident from July 2000; and which stifled the growth in demand evident before then.

The ICRC's portrayal of the decline in the ACT taxi industry is false, misleading and deceptive.

The next assumption, that fare increases do not assist the industry, is also wrong. Without fare increases to cover operating cost increases there would be no ACT taxi industry. It is a fundamental tenet of business that failure to recover operating costs leads to business failure. In addition, the available evidence also shows that fare increases do not hurt the taxi industry. The attached tables show that there has been no decline in patronage resulting from fare increases.

The ICRC's assumption that fare increases do not assist the industry is false, misleading and deceptive.

The assumption that there have been no service improvements over the years during which fare increases have occurred is also wrong. This issue has already been addressed in detail earlier in this submission.

The ICRC's assumption that there have not been service improvements coincidental with fare increases is false, misleading and deceptive.

The ICRC assumes that deregulation will increase demand in the taxi market. This assumption has already been addressed in detail earlier in this submission and has been shown to be wrong.

The ICRC's assumption that deregulation leads to increased demand for taxi services is false, misleading and deceptive.

The ICRC assumes that there is no competition for the ACT taxi industry. This is not true now and has never been true. On a daily basis there are 259 taxi drivers competing vigorously for the highest share of the market that they can achieve. There are also 33 chaufferred hire cars, hundreds of rental cars, hundreds of Action buses and thousands of private vehicles. The taxi industry competes with all of these vehicles. In addition, Queanbeyan Taxis operates a competing phone booking and despatch network.

The ICRC's assumption that there is no competition for the ACT taxi industry is false, misleading and deceptive.

Finally, the ICRC assumes that there have been no new and innovative customer orientated services. For reasons stated earlier in this submission this is patently wrong and indicates, at best, a jaundiced view of the past and present situations. At worst it is false, misleading and deceptive.

The ICRC moves on to state, explicitly, that:

"In an analysis on the taxi industry in the ACT, it is argued that government control of price and entry has gradually reduced the number of taxis per head of population, resulting in reduced service levels, inflated fares and monopoly profits to licence holders capitalised in the market value of the licence."

The authority for this supposedly influential statement is Gaunt and Black (1994).

What the report doesn't say is that Gaunt and Black have never undertaken any study of the ACT taxi industry. 

Rather, the Gaunt and Black paper, in 1994, refers to a 1979 paper by P. L. Swan which allegedly demonstrates the conclusions that the ICRC has attributed to Gaunt and Black. Details of that paper, including how these conclusions were reached, has not been exposed for scrutiny. The ICRC has not addressed the scope or methodology of the study by Swan. I suspect that the ICRC hasn't even read the study, let alone evaluated it for its relevance to the ACT taxi industry 23 years down the track. In other words, the ICRC is relying on an 8 year old interpretation of a paper that was already 15 years old, to underpin a 2002 review. The quote (above) from the ICRC report is at best lazy and at worst fraudulent, unethical and unprofessional.    

The earlier comments in this submission show that 

· there has been no reduction in service levels

· fares are not, and have never been, inflated and

· there are no monopoly profits going to licence holders.

Once again, the ICRC's continued reliance on outdated and disproven assumptions is false, misleading and deceptive. 

Approach to deregulation

The ICRC envisages a phased approach to deregulating the ACT taxi industry. This is achieved by:

· introducing new licences at the rate of 15 per year for 3 years

· allowing open entry after 3 years to any suitable applicant

· having no limit on the number of taxis or the number able to be acquired by any person

· preventing existing taxi owners or their families from acquiring these new licences during the first 3 years

· providing a safety net to allow existing taxi owners to recover some of their capital

· preventing existing taxi owners who use the safety net from acquiring any new licence for 5 years.

The phased approach is proposed because:

"…(it) will give all stakeholders additional time to adjust to the new operating environment."

Unfortunately, the truth of the matter is that the phased approach is specifically designed to eliminate existing licence holders from the industry. This is achieved through a combination of:

· saturation of the supply side of the industry

· the availability of (inadequate) compensation which decreases over time

· the forcible resumption of the right to sell the existing licence

· the ineligibility of compensated operators to participate in the industry

· the introduction of excessive annual licence fees.

Saturation of the supply side of the industry is achieved primarily through the release of 45 additional taxis in the first 3 years. This represents an increase of nearly 20%, at a time when demand is decreasing by nearly 10% per year. The net result is a decrease in per taxi demand and a corresponding reduction in earnings in the order of 40% over the 3 year period.

Existing owners, particularly but not exclusively those who have current loan servicing liabilities, will find it financially unviable at worst and marginal at best to remain in the industry. The financially unviable operator will choose to leave to minimise further losses - even though the compensation may not cover the residual loan liability.

The marginal operator who stays will then be faced with the next step in the chain designed to eliminate him. At the end of the 3 years his freehold property, constituting his right to own and to sell a taxi licence in a regulated industry, will be forcibly taken from him; and converted into a non-transferrable plate. At the outset of the phasing period, therefore, many licence owners will accept the compensation available to them - in the knowledge that not taking the offer will leave them with a worthless plate at the end of the 3 years anyway.

Who can take up a new licence?

This is the point at which the intentions of the ICRC crystallise. Existing owners and their families are barred from participating in the ballot or otherwise obtaining a licence during the 3 year phase in period. In addition, once an existing owner has accepted the offer of compensation he becomes ineligible to acquire any taxi plate from the Government for a period of 5 years. His only avenue for staying in the taxi industry is to seek work as a taxi driver.

The ICRC's stated reason for this is:

"To allow these existing owners to take up new licences could lead to gaming of the process, ie existing licence holders could sell their licence either on the market or through the safety net, and then take up a free licence through the deregulation process. This would obviously be an inappropriate outcome and is counter to the purpose of both deregulation and the safety net."

This shows a particularly and peculiarly paranoid approach to a re-structured taxi industry; and deserves some scrutiny.

The first suggestion - that "existing licence holders could sell their licence on the market" - is hard to believe. It is hard to believe because it presupposes that somebody would buy a licence that has already been reduced to worthlessness and for which the new buyer would be ineligible for compensation. It is an irrational statement.

The second suggestion, which is at least believable, is that an existing owner could surrender his licence under the safety net scheme and then apply for a new one at the counter. This is stated to be "an inappropriate outcome." Why?

Why shouldn't an existing owner be paid for the loss of his investment in both time and money that he may have put into the taxi industry over many years? And why shouldn't he be able to get another licence to continue to contribute to the taxi industry? As a matter of fact, the new licencing system should provide priority for existing owners to enable them to continue after being compensated for their losses.

Their only alternative is to seek work as taxi drivers.  

The clear but unstated difficulty inherent in seeking work as a taxi driver in a market that has experienced a 40% reduction in earnings is that all of the new operators will be using drivers minimally. This is because they will need to maximise their personal returns by driving maximum hours during the most rewarding shifts. This requirement will be dictated not only by the reduced earnings capability but also by the increased operating costs generated by the imposition of a licence fee of at least $7,000 per year; which is more than 15 times the existing fee.

Consequently, the ICRC's vision for the inclusion of existing owner-drivers in any post-deregulation ACT taxi industry is false, misleading and deceptive.

Also addressed in this section of the report "is the issue of concentrated ownership and/or operation of the taxi licences/industry." It draws attention to the Department of Urban Services' concerns that:

"Unless there is a freeing up of licences there may be a risk that a monopoly or duopoly may develop by one or a few individuals, possibly in a corporate capacity, buying up existing licences."

This is an extraordinary statement. The potential for such an outcome had not existed before the legislative changes introduced last year following acceptance of the Freehills recommendations. Before this, taxi licence ownership was limited to two licences per person. There was no potential, danger or opportunity for anyone to form a monopoly or duopoly, even in a corporate capacity, because they couldn't acquire the capacity to do so. Now they can.

For the record, the taxi industry opposed the Freehill's recommendation relating to limitations on ownership and pointed out the clear potential for the present situation. Thankfully, Urban Services has now exercised its wonderful gift of prescient hindsight. Too little too late.
The safety net

In the ICRC's own words:

"The key issue is that those who entered the industry relatively recently have had less time to earn a return on their investment…..The Commission also believes that the longer the operator is in the market, the greater the amount of time they have been able to earn a return on their investment, and also a return of their investment."

Obviously then, the key to the key is identifying how these operators are able to earn these returns on and of their investments.

The only way that an owner-operator can acquire any income from his investment (his taxi) is by charging a fee from people who use it. This fee is called a taxi fare. But the ICRC has admitted that there is no "return on investment" component in taxi fares; and has ensured that this will not occur ever into the future. It is obvious from this that the only time that an owner-operator can obtain a return on or of his investment is when he sells his taxi to a prospective owner.

Therefore, the period of time that a person has owned a taxi licence is irrelevant to his ability to obtain a return on it. The fact is that he never obtains a return while he owns it; this only occurs when he ceases to own it.

On this basis, the concept, development and application of the proposed safety net envisaged by the ICRC is false, misleading and deceptive.

The ICRC also makes a projection on the cost to Government of the safety net scheme. The figure of $15.2 million is suggested as an upper limit, which the Commission does not expect to be achieved under any circumstances. This projection is significantly under-valued.

For reasons described earlier, there is no doubt that existing owners, whether they be investors or owner-drivers, will exit the industry en masse.

The ICRC's contention that existing owner-drivers are likely to stay in the industry because, unlike investor owners, they have an additional investment in the capital costs of the taxi vehicle, is an absurdity that would have qualified the Commission for a leading role in the original production of Marat/Sade.

The more likely outcome is that a large majority of the 217 taxi licence owners will accept the compensation offer without prejudice to further action. This further action will seek compensation for the resumption of property on a "just terms" basis. The decision on what constitutes "just terms" will be taken away from the ICRC; and will be placed in the hands of intelligent, sensible people who are educated and skilled in dispensing fair and just outcomes. The likely outcome is that the cost of the compensation will approach $55million, plus costs.

Once again, the ICRC's advice, this time in relation to compensation costs, is false, misleading and deceptive.

I can't go past this point in the report without drawing attention to the cynical and gratuitous comment by the ICRC concerning owner-drivers and their attachment to the industry. The ICRC offers the observation that:

"They (owner-drivers) therefore have a greater investment in the industry (other things being equal), and a closer association with the industry. As representatives of Canberra Cabs have told the Commission, many in the industry purchase a taxi plate and drive their taxi as a lifestyle choice."

This observation is offered in a pejorative sense and in a demeaning manner. The ICRC's depiction of this in the current context is crude and unprofessional and out of place in a supposedly authoritative report.

But it is more than that; because the ICRC continually dismisses this lifestyle notion in its review of taxi fares. I have a separate submission dealing with the fares issue so I will not address the issue in detail, except to draw attention to the ICRC's inability to play a straight hand, with comments like:

"The Commission does not believe that the commercial imperatives driving the financial attractiveness of owning taxi businesses are fundamentally different from those in any other industry, notwithstanding the view held by some that the decision to work in the industry is as much a lifestyle issue as a commercial one."

which appears on page v of the Executive Summary to the 2001 Fares Report.

The ICRC is opportunistic, simplistic and cynical in its treatment of the crucial issue confronting existing owner-drivers in a post-deregulation ACT taxi industry, that is, their continued employment opportunities in the taxi industry. The ICRC has shown that it lacks the moral and ethical credentials required to examine the issue in an authoritative way.

Fare regulation

During the currency of the phase-in period the ICRC suggests that:

"…any fare setting process should be relatively straightforward. The Commission intends to use the ABS Canberra CPI to adjust taxi fares during this period. Where the level of Government charges increases over this period, the Commission intends to allow the flow through of these charges (where they are not already captured in the CPI measure)."

The ICRC makes this statement in the full knowledge that there will be an immediate increase of over $6,000 in the cost of the licence fees charged by the Government to taxi operators. However, the Commission has remained silent on what impact this immediate increase in "Government charges" will have on taxi fares or how this increase will be incorporated into taxi fares.

Knowledge of how fares are constructed and the weightings applied to specific components leads to the conclusion that there will be an immediate increase of the order of at least 4%. The ICRC has steered clear of identifying this immediate and significant increase in fares.

The ICRC's advice on the post-deregulation impact on taxi fares is false, misleading and deceptive.

Other issues

In relation to certain other issues:

"The Commission notes that in some cities where licence quota restrictions have been removed, special consideration has had to be given to taxi operations at airports. The key issue has usually been that the smooth flow of taxis through the airport has not been unnecessarily impeded by price shopping at ranks. These cities have tended to be relatively large (with populations in excess of Canberra's), and have had significant airport activity."

This is not quite the same as Kang's observation that:

"One particular problem was at airports where supply was so great as to lead to customer waiting times of almost zero, which caused dramatic increases in price."

What is missing from the ICRC view, apart from the price gouging observed by Kang, is a more informative description of the profiles of the cities that were adversely affected. It is simply not enough to state that these had population in excess of Canberra's. One question may be "How much larger were they?" Another question may be "Were there any cities of Canberra's size or less that deregulated and did they have problems at airports or other places of high demand?"

Another question might be "What has the population of the city got to do with the volume of airport traffic anyway?" These questions remain unasked, let alone unanswered, by the ICRC.

Another interesting view espoused by the ICRC is that:

"….any charges levied by the operators of Canberra Airport for taxis waiting on rank will provide some level of disincentive to taxis entering the airport and ranks becoming overcrowded."

I invite the ICRC to spend some time in a taxi in Canberra and observe the airport phenomenon that occurs on slow shifts; a slow shift is defined as a shift during which the supply of taxis exceeds the demand for them. I have seating for 3 Commissioners and an administrative assistant. I can organise a larger taxi if more people are needed to form a committee.

On these slow shifts the queue of taxis extends past the main rank (which holds 5 cars). It fills the feeder area (which holds in excess of 50 cars). It occupies every available kerbside parking space (both legal and otherwise) for as far as the eye can see and the road can be navigated. 

The suggestion that a $2 rank access fee (which is immediately and legitimately passed on to the next passenger) will act as a disincentive, is a stupidity that is offensive to even a moderately intelligent person such as a taxi driver, like myself.

The advice provided by the ICRC in relation to "other issues" is false, misleading and deceptive.

Second taxi network

The ICRC identifies two reasons for an alleged difficulty in establishing a second network in the ACT:

· "critical mass" needs to be achieved and

· there is a cost involved in leaving the Canberra Cabs network (ie forfeiture of the $20,000 membership premium).

As a corollary to this, the ICRC has failed to identify two reasons that may produce a difficulty in retaining an existing network. These are:

· "critical mass" needs to be maintained and

· there may be a hypothetical (but not yet realised) cost involved in reducing the membership of the Aerial Taxis Co-operative.

At Section 7.4.1 of the report:

" The Commission determined that around 60 - 70 taxis represents 'critical mass'."

How the ICRC determined this is anybody's guess. Its ability to determine what constitutes "critical mass" is probably on a par with its ability to run a taxi booking and despatch facility.

Queanbeyan Taxis have a different view. They say that 16 taxis is a critical mass. But they have a different agenda to the ICRC.

My discussions with several network providers in recent months elicited views that indicated that a "critical mass" was around 200 taxis. In Sydney, a "critical mass" is over 500; without which radio fees would begin to rise to a level approaching Canberra's.

What constitutes a "critical mass" depends on what you want to do, where you want to do it and how you want to do it. It can increase with a change in network aspirations or opportunities. But it can't decrease for the same reasons unless the infrastructure already in place is capable of being down-sized without detriment.

This is particularly important for Canberra Cabs, which has a large investment in technology hardware and software; and in the personnel needed to operate and maintain it.

In this context, the ICRC has plucked a figure out of the air, without any attempt to objectively and verifiably justify that figure. The "critical mass" determined by the ICRC is false, misleading and deceptive. 

The next issue revolves around what is described as a "$20,000 membership premium." At Section 7.3 of the report the ICRC draws heavily on two submissions that are critical of the rules relating to this.

First of all, it is important to understand that there is no such thing as a $20,000 membership premium. 

Rather, there are two financial requirements for joining the Aerial Taxi Cabs Co-operative. The first is that there is a joining fee of $10.00. The second is that there is a requirement for each member to purchase a minimum of 57 shares in the Co-operative. The shares have a face value of $2.00. However, because the activities of the Co-operative over many years have established an asset base that underpins its day-to-day operations and future existence, the notional value of each share is in excess of $2.00. Consequently, it is only appropriate that the Co-operative imposes a share premium on the issue of any new shares - to reflect the asset value of the Co-operative. This is the comparable position for any other enterprise that issues shares. 

The first submission is from P Button. Mr Button purchased his taxi from an existing member of the Co-operative. He paid $10.00 to join. No new shares were issued as a result of Mr Button joining. Instead, the shares of the previous owner of Mr Button's taxi were transferred to him. The cost of such a transfer is in the order of an additional $10.00.  The method by which Mr Button acquired that taxi ownership excluded him from having the opportunity to pay any share premium. He did not pay a $20,000 share premium to the Aerial Taxis Co-operative. He is, and always has been, able to freely resign from the Co-operative. As he has never paid any share premium on joining the Co-operative the availability or otherwise of a refund of such a premium is inconsequential. If Mr Button were to leave the Co-operative the only loss of money that he had paid to the Co-operative would amount to $20.00. I know that this is the situation for Mr Button because I joined the Co-operative exactly the same way.

What Mr Button is concerned about is that he thinks that he paid the previous owner of his taxi an amount of money, included in the price paid for the business, that reflected his contribution to the maintenance of the asset value of the Co-operative. This is a valid view. But the money did not go to the Co-operative; it went to the previous owner. In this respect Mr Button is no different from anybody who buys shares in any enterprise from an existing owner of those shares. If the new owner no longer wishes to retain those shares he can't just go to the enterprise that issued the shares and ask for his money back. His avenue for recovering his investment is to try to sell those shares to someone else.

Mr Button has the same opportunity. The only difference is that the pool of potential shareholders is limited, by the rules of the Co-operative, to members of the Co-operative. Nonetheless, Mr Button can, if he seriously wants to leave the Co-operative, make his shares available for sale to any other member of the Co-operative. As a co-author of the most recent Rules of the Aerial Taxi Cabs Co-operative Society Ltd Mr Button should certainly be aware of these opportunities, as he should be aware of the non-existence of a "$20,000 membership premium."  

Aside from this, his contention that each new plate holder has been required to join Canberra Cabs is incorrect. An examination of the second submission will explain this.

This second submission is a joint submission from S McDermott and M Grogan. They have similarly drawn attention to an alleged impediment to leaving Canberra Cabs concerning the "$20,000 membership premium."

McDermott and Grogan did not elaborate on the impact of the $20,000 on them. I will try to do so.

Each of them operates a wheelchair accessible taxi that is on lease from the ACT Government. Neither of them owns their taxi licence. Under the rules of the Aerial Taxi Cabs Co-operative membership is limited to persons who own their taxi licences. Consequently, neither of them is eligible to join the Co-operative. Neither of them has the opportunity to be invited to join. Neither of them has the opportunity to choose or to refuse to pay a "$20,000 membership premium", even if such a thing existed. Whether the membership premium is $20,000 or $200,000 - or $10.00 -  it has no impact on them if they wish to leave. 

Nonetheless, they are able to obtain access to the Canberra Cabs' booking and despatch facility and to use the Canberra Cabs' administrative infrastructure for the same range of services as members of the Co-operative do. They pay a "fee for service" for this access; and this "fee for service" is exactly the same for them as it is for members of the Co-operative.

As with P Button, they have never paid a "$20,000 membership premium", so its availability or otherwise on leaving Canberra Cabs is of no consequence.

The situation is that any new taxi plate owner has the choice of joining the Aerial Taxis Co-operative, or not joining it. But taxi plate lessees are not able to join the Co-operative. Nonetheless, anyone wanting access to the Canberra Cabs booking and despatch facility may have that access; for the same cost as is applicable to members of the Co-operative.

Aside from this, the possibility of paying $20,000 (or some greater or lesser amount) to each exiting member from the Co-operative may be relevant. In this respect, the Co-operative has, at any time, leases and loans in place to support its continued operation of a radio despatch network and administrative infrastructure to support its client services; and needs to be able to confidently plan for future contingencies. The asset disposition of the Co-operative is the foundation for its ability to acquire and retain the level of financing needed to achieve this. Any distribution of assets to exiting members has the potential to diminish the ability of the Co-operative to provide the necessary level of service to the remaining members. For this reason, no such distribution is available.  

Another interesting perspective on the "$20,000 membership fee" is that a number of WAT operators joined Canberra Cabs in seeking injunctive relief from the ICRC decision to force them to leave Canberra Cabs and join the still non-existent Yellow Cabs. None of these WAT operators were members of the Aerial Taxis Co-operative; none of them had paid any membership fee; none of them had any impediment to their departure from Canberra Cabs. But none of them wanted to go.

Against this background, that it is taxi operators' satisfaction with Canberra Cabs that is the impediment to them wanting to leave, the advice provided by the ICRC in relation to a second network is false, misleading and deceptive.

However, the more important issue deserving attention is the eagerness of the ICRC to embrace these mischievous submissions without making any attempt whatsoever to ascertain the truth of their content. 

That the ICRC has chosen to use these views as evidence that the ACT taxi industry needs some sort of remedial action exposes the fact that the ICRC has adopted the role of advocate for itself, as opposed to its required role of independent reviewer. 

Alternatives to a "traditional" taxi network

In this part of the report the ICRC canvasses a range of options to a traditional taxi network. These options include mobile phone networks and networks run by "other public passenger vehicles."

Apart from the observation that mobile phone networks are not new in reality, they do raise certain problems that do not occur in the traditional network. These problems relate to:

· recording pick-up response times

· identifying any particular taxi in the event of a serious problem or complaint

· identifying the possible location of lost property

· accounting for and storing lost property

· having a focal point for customer contact

· maintaining a customer complaints resolution mechanism

· processing customer orientated services such as credit accounts

· base fees 

In relation to networks run by "other public passenger vehicles" similar problems may arise. There might also be a need to evaluate the elusive matter of "critical mass".

In addition, the ICRC's pre-occupation with the size of Canberra Cabs' base fees might be overshadowed by those that might apply in some other form of network. As an indication of what may be possible, the ICRC notes, elsewhere in this report, that hire car base fees are $22,000 per year. That makes them more than 50% higher than Canberra Cabs' fees. Why hasn't this aspect been addressed by the ICRC in its analysis of alternative networks?

None of these issues are addressed in any detail by the ICRC; but there must be an assumption, based on the Commission's stated interest in customer orientated services, that these are important.

The absence of even a cursory evaluation of alternatives to a traditional network leads to a false, misleading and deceptive portrayal of the benefits of any such arrangements.

Service quality

The report devotes considerable space to an assessment of service quality; 15 pages in fact. The proportion of that 15 pages devoted to the outcome of customer surveys is one sentence:

"As well as the service requirements specified in the Act, service quality information is also available from annual surveys conducted by the ACT Government."

That's it! There is no further reference to what the ACT taxi industry's customers, those who actually use rather than study the taxi service, think about the quality of service. Why not?

One reason might be that the surveys indicate an overwhelming support for the service being provided. For instance, across a range of service indicators, the October 1999 survey showed the level of dis-satisfaction to be less than 5%. Similarly, the January 2001 survey showed a dis-satisfaction level of less than 4%.

This means, of course, that up to 5% of the taxi industry's customers are dis-satisfied with the service being provided; and that the service needs to improve to minimise that dis-satisfaction.

The ACT taxi industry is aware of the nature and extent of the dis-satisfaction and is working to address the issues involved.

Against this background, the ICRC engages in a technical desk review of the quality of the service being provided, which is aimed at showing that customers are not sufficiently intelligent to be trusted in determining whether they are getting satisfactory service or not.

Variations in demand

In its examination of variations in demand, the ICRC looks at 2 years - Calendar 2000 and Calendar 2001. Why it didn't look longer term, back to 1993, 1995 or 1997 (for example), is odd; particularly if it is serious about identifying what influences demand for taxi services. As an assist to the Commission I have attached those figures to this submission.

The Commission notes that:

"In the year 2000 there is a clear 'break' in demand between the first and second halves of the year. Demand fell through July of that year, possibly associated with school holidays, and did not fully recover when compared to the experience of 1999. This may in part be explained by the impact of the Olympics, particularly during September and early October when a considerable fall in demand is evident.

A similar drop off in demand is experienced in 2001." 

While we may be thankful for the ICRC's "possible" and "in part" explanations, perhaps we should also look a little further afield to see what else might have been the probable and dominant causes of the drop-off. Because it is neither "possible" nor "in part" explicable that school holidays and the Olympics could have caused the decline that continued on into 2001; and which still continues on into 2002.

The ICRC also notes:

"…that fares have increased over recent years, associated with cost increases and the introduction of the GST in 2000 (total increase of around 14 per cent) and general cost increases in 2001 (5.5 per cent)."

and then makes a leap that would make Jai Taurima proud:

"Without compensating improvements in service quality as perceived by consumers, the affect (sic) of fare increases may have been to discourage taxi travel."

In fact, the evidence from the customer surveys commissioned by Government shows that the customer perception has remained high (with an indication of an improving position). For some reason the ICRC has forgotten to factor this information into its self-serving diagnosis of the reasons for the decline in taxi use.

I would offer an alternative view for the decline in taxi usage. 

Firstly, there is nothing spectacular about a business putting up its prices to cover increases in its operating costs. Every successful business has done it; and every failed business probably hasn't. In addition, over the years that prices have increased there has been no corresponding decrease in patronage. The statistics attached to this submission show this.

Since 1993 there have only been 2 occasions that have produced a sustained decline in taxi patronage.

The first of these happened in June 1996 and continued until early 1999. This period coincided with the time immediately following the Federal Coalition Government's near decimation of the Canberra economy through its severe reduction in staffing numbers and programs. Neither fare increases nor any alleged lack of compensating service improvements had anything to do with it.

The second happened in July 2000, which coincided with the introduction of the GST by the Federal Coalition Government. What is of particular interest is the intervening period between the 2 occurrences.

From June 1999 until July 2000 there was a consistent growth in taxi demand, despite there being a fare increase during that period. However, with the introduction of the GST, that growth stopped abruptly; and there has been no evidence of any growth since then.

This suggests to me that the most likely culprit for the latest decline in taxi usage is the GST. Further, because taxi fare increases have not previously produced declining patronage, the reason for the GST doing so appears to be related to the impact of the GST on things other than taxi fares. Perhaps it is possible that the impact of the GST on all areas of household spending other than taxi fares has eliminated the portion of discretionary spending that was previously available for taxi travel.

For reasons that are not immediately apparent the ICRC has neglected to canvass this probability in its report. Possible reasons could be ineptitude, lack of vision or simply not wanting to open doors to rooms that the Commission would prefer not to enter.

In any event, the Commission's presumptuous approach to the issue is unprofessional and inadequate.

Wheelchair accessible taxis

In this section the ICRC makes a number of salient observations. Firstly:

"Canberra Cabs' performance in relation to WATs is more variable than for standard taxis and generally does not meet the performance requirements of the Act."

Secondly:

"…performance over the last 12 months was essentially unchanged compared to that of the 12 month period the Commission considered during last year's taxi fare determination."

Thirdly:

"…an additional 10 WAT licences… have not had any noticeable impact on WAT performance." 

Taken in context this means that Canberra Cabs performs better in its standard taxi segment of operations, which generally meets the requirements of the Act, than in its WAT segment and that increasing the number of WAT vehicles has not produced any improvement.

In looking at ways to improve WAT performance a sensible approach might be to identify where WAT operations differ from standard taxi operations and then try to remove those differences from the WAT operation. This is not he direction taken by the ICRC. Rather, the Commission seeks to identify the differences and then exaggerate them.

What the ICRC should be doing is objectively evaluating why WAT services can't be successfully operated under the same distribution method as standard taxis and then producing workable solutions that target and solve the problems.

It is unlikely that the Commission's approach of differential management and enforcement of WAT operations will produce any durable improvements. It is less likely that the proposed "lift fee" of $3.00 will have any impact whatsoever, apart from costing the Government a small amount of money to not solve the problem.

However, it is improbable that either view will be tested in a deregulated industry. The reason for this is that there won't be any wheelchair accessible taxis to manage, enforce or encourage. With an unlimited availability of standard licences no-one will want a WAT licence; with all the additional market access restrictions, capital and recurring expenses and potential Departmental intervention that goes with it. $3 per WAT hiring won't help.

Perhaps the ICRC hasn't thought this one through.

This indicates either a lack of ability to identify real world problems and develop real world solutions or an unwillingness to do so. In either event the approach is inadequate. 

Taxi drivers

A casual observer of this review could be forgiven for thinking that Canberra's taxis run on their own, without any assistance from something like a "taxi driver" for instance. Despite over 90 pages of weighty deliberations the report missed the matter of the impact of deregulation on taxi drivers. I think it's probably not out of place to suggest that without taxi drivers there would be no taxi service, good, bad or indifferent. So - what is the impact on taxi drivers?

All of the available evidence shows that lifting the restrictions on taxi numbers does not lead to a commensurate increase in demand. The impact of this consequential reduction in per car demand translates to an increase in taxi driver working hours and a reduction in net earnings.

In simple English, deregulation forces taxi drivers to work longer hours for less money.

As the level of earnings of taxi drivers is already below the amount determined by the Industrial Relations Commission as being necessary to constitute a living wage, the question that the ICRC needs to address is:

"How far below a living wage is it appropriate to force taxi drivers to operate?"

So far the ICRC hasn't expressed a view on this. This is a little surprising given that the Act under which the Commission operates requires it to have regard to the social impacts of its decisions. 

Or perhaps the Commission doesn't consider taxi drivers to be part of society.

My own view, as a taxi driver, is that I hold a legitimate place in society (with or without the ICRC's blessing), and that my position in society will be seriously and permanently prejudiced by the proposals contained in the report.

I see no reason why the ICRC should expect a taxi driver to work for 40 per cent less than the amount of the living wage. Nor do I see any reason why a taxi driver should have to work 65 hours to achieve an income level equal to the community standard for 40 hours. I would think that other taxi drivers and their families would be inclined to share my view. And there is the clear prospect that many drivers, who don't want to or are unable to lease licences from the Government, will lose their jobs. 

I don't see the ICRC offering any safety net or any other compensation to taxi drivers for their loss of jobs or future earnings. As an indication of what the long term impact on taxi drivers and their families might be it is not too difficult to assess what a 40% reduction in earnings means.

For a taxi driver earning $35,000 per year (achieved by working 60 hours per week), a 40% reduction would mean $14,000 a year less. If there are 500 of these people (2 per vehicle for 250 vehicles), that's a loss of $7 million each year from the earnings of the present complement of the ACT's taxi drivers. If you were to think that, on average, these drivers had a further 20 years of working life until they reach pensionable age, then the accumulated losses amount to $140 million.

Who is going to compensate them for these losses?

How can this possibly be in the public interest?

What competent review could fail to detect a $140 million adverse social impact?

The ICRC's failure to examine the impacts of its proposals on taxi drivers shows a callous indifference to the catastrophic future facing them; and is an indictment of the ICRC's inability to do its job properly.  

Summary

In this report the ICRC has examined the past and present structure of the ACT taxi industry - and has got it wrong. It has analysed the nature of the entry restrictions presently applying to the industry - and has got it wrong. It has dismissed the Australian experience with deregulation and has extolled the virtues of the International experience - and has got it wrong. It has subordinately acquiesced with the flawed Freehill's view of the costs of regulation - and has got it wrong. It has projected benefits for the ACT consumer, in the nature of improved services, greater choice and lower fares - and has got it wrong. It has projected benefits for the industry, in improved patronage and sustained viability - and has got it wrong. It has assured Government that the cost of its proposals will be minimal - and has got it wrong. And it has promised improvements in wheelchair accessible taxi services - and has got it disastrously wrong. It has failed to even consider the future of those who provide the taxi service in the ACT - the taxi drivers.

The ICRC has achieved this inadequate outcome by selectively using only information that can be represented in a way that is supportive of its deregulation agenda. This includes its conscientious failure to objectively evaluate information and submissions available to it.

The ultimate causes of this inadequate outcome are the Commission's inability to extract itself from its ideological confinement; and its pathological aversion to propositions that are inimical to the promotion of the free market economy philosophy.

Conclusion

The ICRC report into the future direction of the taxi and hire car industries is riddled with factual mis-representations, unsustainable subjective interpretations and illogical conclusions.

What the Government asked for was a thorough, thoughtful, dispassionate and professional examination of the issues surrounding the ACT taxi and hire car industries. What the Government got was a lazy, illogical, biased and unprofessional dissertation on the theoretical benefits of deregulation policy viewed only from the perspective of the free market economy zealots.

The report is an inadequate disgrace and those involved in its production should be ashamed of their crude and inept attempt to undermine the processes of good government in the pursuit of their own ideological fantasies, at whatever cost.
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