
1296 Norton Road

Bungendore, NSW 2621

22 May 2002


INDEPENDENT COMPETITION AND

REGULATORY COMMISSION

PO Box 975

Civic Square, ACT 2608

Dear Sir,

Reference:  Independent Competition and Regulatory Commission Draft Report, Review of the future direction of the ACT taxi and hire car industry, and determination of prices for taxi services of April 2002.

I would like to make a public submission to the above draft report.  I have no financial interest in the ACT Taxi or Hire Car Industry but have been acting as a consultant to assist some friends who have most of their savings invested in ACT taxi plates.

Comments are mainly related to issues mentioned in the Executive Summary and are:

Recommendation 1.b.  Licence Fees.  The full cost of any fees set by the ACT Government need to be recovered from taxi customers by a pro-rata increase in fares.  The only income for the industry is from passenger fares or subsidies paid by the Government.

Recommendation 1.c.  Operator Licence Periods.  A licence period of only 12 months is unrealistic and establishment costs for a vehicle could not be recovered in that time.  If a minimum time is envisaged, it should be at least the operational life of a vehicle.  Provision to suspend or cancel a licence for poor performance could be made, as done for driving licences

Recommendation 1.d. Removal of Cross Border Restrictions.  In an aggressive open market, the smaller network of Queanbeyan would eventually be absorbed by a larger and stronger ACT network, regardless of who operated either.

Market Deregulation.  The Draft Report fails to provide any convincing evidence that market deregulation has been successful anywhere.  The financial hardship by operators eliminated in the initial shakeout of the industry at various locations has not been mentioned.  Average earnings by New Zealand operators are believed to be low due to an oversupply of taxis and low fares.  Many taxi businesses in the ACT and Sydney are believed to have very poor returns and inadequate payment for drivers or owner/operators.  This is due to an excess number of licences being issued, falling customer numbers, inadequate fare structures and limits on the distance a taxi can actually cover each hour on the road.

2.

Plate Values.  Taxi plates are sold by Goverments with a very high premium resulting from a 

limited supply for a tightly controlled industry.  Recent oversupply of plates in Sydney has reduced values.  Plates cannot be sold in the ACT at present due to the market being unstable from uncertainty of future Government decisions.  Plate owners have invested much or all of their superannuation funds in taxi plates so any reduction in values from Government action will be devastating to them.  If the Act Government wishes to change the rules and make plates free, they should buy back all plates at their full value before any studies that destabilized the market commenced.  The original plate value, as quoted in the draft report is $260,000.

Recommendation 2.  Taxi Market Deregulation.  A deregulated market could be quite interesting in the ACT and be a bonanza for some operators and a disaster for most.  Under normal distribution patterns about 20% of the best operators could end up with 80% of the business.  If the number of taxis doubled to around 500 vehicles, up to 400 could fail to make an adequate income.  The cost to the community would be losses of tens of millions of dollars.  This would be offset by a possible savings of maybe 10% on an average fare – namely $1.60 per trip.

Recommendation 3.  Hire Car Deregulation.  Comments for item above apply.

Recommendation 4.  Participants in the Safety Net Scheme.  The Scheme proposed in the draft report is rejected as being unfair and unrealistic.  If plates are to be reduced to a zero value, all existing plates should be bought back at the full market value prior to studies being commenced (as for land resumptions).  There should be no time penalties for anyone wishing to continue in business with new free plates.  Owners of plates only would not need free plates and could re-invest their money in a more reliable activity.

Recommendation 6.  Maximum Fare Regulation.  Realistic fares need to be determined.  Cost models have to take into account all regulated fixed and operating costs, fuel costs, driver earnings, allowances, a premium on investment for a high risk business, and reasonably driving times and satisfactory earnings per hour.  Current fare structures do not allow a taxi business to make an adequate return on investment or satisfactory earnings per hour on the road.

Recommendation 7.  Service Quality.  The quality of WAT service could be simply improved by the ACT Government paying WAT drivers a standby allowance equal to waiting time to be empty and on call throughout peak periods, instead of accepting regular fares to improve revenue.

Number of Taxis in ACT Service.  The wide variation of customers during each day, week and month as shown in the report indicates how difficult it is to balance the number of vehicles with demand, particularly when this is reducing.  The data indicates there is already a surplus of vehicles in the ACT and that no increase in numbers can be justified.

Yours faithfully,

Graeme Vagg

