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Summary and recommendations

1 SUMMARY AND RECOMMENDATIONS

The Tribunal has conducted its 2004 review of prices for NSW taxis. As part of the review
process, the Tribunal undertook public consultation by publishing an Issues Paper in
February and inviting submissions from the key stakeholders and the general public.

Submissions were received from the NSW Taxi Council, the Taxi Drivers’ Committee of the
Transport Workers” Union, the Sydney Metropolitan Taxi Association, the Council of Social
Service of New South Wales (NCOSS) and the Action for Public Transport Group. The
Ministry of Transport declined an invitation to make a submission.

1.1 Recommendations on fare levels

The Tribunal recommends that:

1.  urban taxi fares should be increased by 2.34 per cent and

2. country fares be should increased by 1.75 per cent.

The Tribunal’s previous recommendation on taxi fares, which took effect from September
2003, reflected cost movements to June 2003. The current recommendations, if accepted, will
apply from early July 2004. Because of the shortened time span between reviews, the
current recommendations are based on industry cost movements over the nine months to
March 2004.

The Tribunal notes that prices of fuel increased in the June 2004 quarter. Because the taxi
cost index reflects movements in costs in the recent past, the present high levels of prices, if
sustained, will be reflected in next year’s taxi indices.

1.2 Recommendations on fare structures

The Tribunal recommends the fare structures that are set out in Tables 1.1 and 1.2. The fare
structures reflect the higher overall level of fares and the Tribunal’s decision to increase each
component as closely as possible by the same percentage amount in order to leave the
structure of the average fare unchanged.

Table 1.1 Current and recommended fare structures - urban

Current Urban Recommended Urban % change
Fare Structure Fare Structure

Flagfall $2.65 Flagfall $2.75 3.77
Distance $1.53 / km Distance $1.56 / km 1.96
Radio fee' $1.40 Radio fee $1.45 357
Waiting time? $40.00 /hr  waiting time $40.91/ hr 2927
Average fare® $15.64 Average fare $16.01 2.34

1. The radio booking fee was increased from $1.10 to $1.40 on 21 April 2004 by the Minster for Transport
Services to support the “No Destinations” radio dispatch trial.

2. For urban taxis, waiting time applies while vehicle speed is less than 26.22kph.

3. Average urban fare is based on a 7 km trip, a radio booking every fifth trip, 3 minutes waiting time.
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Table 1.2 Current and recommended fare structures - country

Current Country Recommended Country % change

Fare Structure Fare Structure

Flagfall $3.15 Flagfall $3.20 1.59

Distance’ $1.59 / km Distance $1.61/km 1.26

Radio fee $0.80 Radio fee $0.85 6.25

Waiting time? $40.00/ hr Waiting time? $40.91/ hr 2.27

Average fare® $10.32 Average fare $10.50 1.75

1. The Tribunal recommends that the current distance rate of $2.22/km for country trips over 12 kms
become $2.25/km.

2. For country taxis, waiting time applies while vehicle speed is less than 25.41kph.

3. Average country fare is based on a 3 km trip, a radio booking every second trip, 3 minutes waiting time.

1.3 Impacts on customers, the environment and the industry
Customers

For most households, the impact of the recommendations is likely to be small. Urban
transport fares (including taxi fares) make up less than one percent of average Australian
household incomes. The impact will naturally be greater for frequent users of taxi services.
Although many frequent users of taxis are likely to be high income households, some low
income households are frequent users of taxis. The taxi transport subsidy scheme (TTSS) is
available to assist some low income users of taxis.

Environment

The environmental impact of the increased fares recommended by the Tribunal is likely to
be small. The state’s taxi fleet of around 6,000 cabs is only a small proportion of NSW’s
stock of over three million passenger motor vehicles. Each year Sydney residents make
around one hundred times more trips by private motor vehicles than they do by taxi.

Financial impact

The fare rise recommended by the Tribunal will compensate the industry for the increase in
costs over the period from June 2003 to March 2004. In making its fare recommendations,
the Tribunal has focused on the industry’s operators, drivers and customers rather than
ancillary services and providers.

1.4 Other recommendations

Other recommendations are that:

1.  the surcharge to fares that presently applies at night should not be extended to include
Sunday or public holidays

2. the current luggage fee regime should be retained

3.  that the Ministry should consider the issue of a separate fee that would be paid to
drivers who assist passengers with wheelchairs into and out of taxis

4. the measurement and reporting of performance for wheelchair accessible taxis should
be addressed as part of the current taxi industry review.
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2 INTRODUCTION AND REVIEW PROCESS

In November 2002, the then Minister for Transport requested that the Tribunal investigate
and report annually on recommended maximum fares for taxis, private buses and private
ferries regulated under the Passenger Transport Act 1990. The request applies to each year up
to and including 2007 /08.

In conducting these investigations, the Tribunal is required to consider submissions from
key stakeholders and the general community.

2.1  Structure of report

This report explains the Tribunal’s recommendations in detail, including why it reached its
decisions and what those decisions mean for operators, drivers and customers. It is
structured as follows:

. Chapter 3 provides an overview of submissions made to the Tribunal

. Chapter 4 considers arguments and evidence for re-weighting the urban taxi cost
index

. Chapter 5 presents and assesses cost changes in the urban and country taxi cost indices

J Chapter 6 summarises the Tribunal’s recommendations on fare structure

. Chapter 7 discusses service quality issues and proposals to improve service quality

. Chapter 8 considers social, environmental and other issues.

The Tribunal members who undertook this review were Mr James Cox (Acting Chairman),
and Ms Cristina Cifuentes (Member).

2.2 The Tribunal’s review process

The Tribunal has made its price recommendations for NSW taxi fares in accordance with
section 9(1)b of the Independent Pricing and Regulatory Tribunal Act, 1992 (the IPART Act).

The Tribunal’s review included investigation of matters within its terms of reference and
public consultation.

The Tribunal:

. released an issues paper in February 2004 (which included the terms of reference for
the review - see Appendix 1)

. invited the Taxi Council and Transport Workers” Union to provide submissions by 19
March 2004 detailing pricing proposals and responding to other issues raised in the
issues paper

. invited other interested parties to respond to the above submissions by 8 April 2004,
and received three written responses (a list of respondents follows the Table of
Contents; submissions were published on the Tribunal’s website).

1 IPART, Review of fares for taxis in NSW - Issues Paper, DP74, February 2004.
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In addition, the Tribunal explicitly considered all the matters outlined in the terms of
reference from the Premier. Appendix 1 provides an index of section references for each of

the matters discussed.
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3 SUBMISSIONS

3.1 NSW Taxi Council

Consistent with past practice, the Taxi Council submitted updated taxi cost indices to
measure changes in urban and country taxi operating costs over the nine months to the
March quarter of 2004. The urban cost index includes 17 cost components, the country index
15 components.

The Taxi Council made extensive comment on key issues raised in the Issues paper and
other matters canvassed by the Tribunal in the review of taxi fares it undertook in 2003.

Although the Council expressed some concern about possible selectivity in applying the
Tribunal’s options for re-weighting the urban cost index, it provided fresh evidence to assist
the Tribunal in addressing the issue.

The Council noted that last year’s fare review, which reduced the radio booking fee, had the
effect of decreasing the incentive for drivers to accept short trips booked by phone as
opposed to short trips in the hail and rank markets. The Council requested that the 25 cents
reduction in the radio booking fee should be restored “as a minimum”.2

Other specific proposals advanced by the Council included:

. further investigation of a two-tier fare structure to accommodate a premium taxi
service
. a flat fee of $12 payable to drivers who assist persons with wheelchairs into and out of

Wheelchair Accessible Taxis(WATSs) to replace waiting time
. an extension of the night-time surcharge to all day Sundays and public holidays.

Other comments by the Council on service quality, service improvements and recent
innovations and wheelchair accessible taxis are noted in the relevant chapters of this report.

Cost increases based on taxi cost index

The Taxi Council presented cost indices for both urban and country taxis. ‘Urban’ refers to
Sydney, Wollongong, Newcastle and the Central Coast. To simplify the process of
measuring cost movements for country areas, a representative sample of cost data from six
country centres was used. Based on the taxi cost index, the Council requested a taxi fare
increase of 2.01 per cent for urban areas and an increase of 0.85 per cent for country areas.

Analysis of cost index

The cost components of the cost indices, the index weights and the percentage change in
each cost between June 2003 and January 2004 (the latest date for which data were available
to the Council) are shown in Tables 3.1 and 3.2.

The costs and percentage changes (see Tables 5.3 and 5.4) were updated by the Tribunal to
the end of the March quarter 2004. Some cost items, of course, had not changed from their
January 2004 values, as supplied by the Council.

2 Taxi Council submission, 2004 p 10.
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Table 3.1 NSW Taxi Council: Proposed Urban Taxi Cost Index

Contribut-
Percent- Index ion to total
TC Costs TC Costs age Weights fare
Jun-03 Jan-04 Change (revised) change

Urban Operator Expenses

Fixed Costs

Vehicle Lease payments $ 1885 $ 9416 6.32% 4.70% 0.30%
Insurance $ 13,371 $ 13,692 2.40% 6.10% 0.15%
Govt Charges $ 772 % 786 1.81% 0.45% 0.01%
Network Fees $ 6553 $ 6,812 3.95% 3.35% 0.13%
Plate Lease cost $ 21914 $ 23,454 7.02% 13.89% 0.98%
Annualised Establishment

Costs $ 1,751 $ 1,866 6.60% 0.59% 0.04%
Variable Costs

Maintenance Labour $ 6,727 $ 7,566 12.46% 4.00% 0.50%
Vehicle Parts & Panels $ 11,130 $ 11,189 0.53% 5.10% 0.03%
Cleaning $ 393 % 420 6.87% 0.22% 0.02%
Tyres $ 3,067 $ 3,033 -0.76% 1.25% -0.01%
Operator Salary Equivalent $ 13,001 $ 13,291 2.23% 7.89% 0.18%
Driver entitlements $ 3871 $ 4,005 3.45% 4.25% 0.15%
Uniforms $ 2,441 $ 2,428 -0.53% 1.47% -0.01%
Other $ 3,597 $ 3,636 1.10% 1.99% 0.02%
Driver Expenses

LPG Fuel $ 15994 $ 13,329 -16.66% 7.58% -1.26%
Driver's Notional Wages $ 64,496 $ 65,934 2.23%  35.44% 0.79%
Cleaning $ 2952 $ 2,985 1.10% 1.74% 0.02%
Total $ 180,876 $ 183,841 100.00% 2.01%
Operator Component $ 97,433 $ 101,593 55.24% 2.47%
Driver Component $ 83,442 $ 82,248 44.76% -0.45%
Total $ 180,876 $ 183,841 100.00% 2.01%

3.2 Transport Workers’ Union

The Taxi Drivers’ Committee of the TWU argued for a rise of 21 per cent in the average
urban taxi fare. The proposal is based on the view that drivers receive very low payment for
their bailment services. To support its case, the TWU submitted analyses of driver costs and
revenues based on assumptions about trip numbers per shift and weekly shift numbers.

The TWU also highlighted the complex structure of the industry, distinguishing between
cabs operating from a base and cabs operated as a stand-alone business. It questioned the
representativeness of the single-taxi operator model as a basis for estimating the cost of
operating a taxi or for setting fares.

The TWU submission provided a list of driver costs that are not included in the current
urban taxi cost index. The TWU proposed that these costs be acknowledged and included in
the index. However, the TWU admitted that its proposed driver costs “... are difficult to
substantiate and verify”.? The Tribunal notes that the cost index approach taken to date has
required costs to be verifiable and representative.

3 TWU submission, 2004, p 16.
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Table 3.2 NSW Taxi Council: Proposed Country Taxi Cost Index

Contribution
TC Costs TC Costs Percentage Index to total fare
Jun-03 Jan-04 Change Weight change

Country Operator Expenses

Fixed Costs

Vehicle Lease payments $ 8340 $ 9,126 9.43% 5.84% 0.55%
Insurance $ 7,721 $ 7,987 3.45% 4.90% 0.17%
Govt Charges $ 772 $ 786 1.81% 0.59% 0.01%
Network Fees $ 10,692 $ 10,543 -1.39% 6.92% -0.10%
Plate Lease cost $ 11884 $ 12,343 3.86% 10.08% 0.39%
Annualised Establishment

Costs $ 747 % 796 6.60% 0.48% 0.03%
Variable Costs

Maintenance Labour $ 6478 $ 6,951 7.31% 4.06% 0.30%
Vehicle Parts & Panels $ 5760 $ 5791 0.53% 3.00% 0.02%
Cleaning $ 2291 $ 2,273 -0.79% 2.38% -0.02%
Tyres $ 1871 $ 1,857 -0.76% 1.48% -0.01%
Operator Salary Equivalent $ 13,0010 $ 13,291 2.23% 9.40% 0.21%
Uniforms $ 2441 $ 2,428 -0.53% 1.94% -0.01%
Other $ 3320 $ 3,356 1.10% 2.42% 0.03%
LPG Fuel $ 13,905 $ 11,548 -16.95% 9.06% -1.54%
Driver Expenses

Driver's Notional Wages $ 51,601 $ 52,751 2.23% 36.79% 0.82%
Total $140,824 $ 141,828 99.34% 0.85%
Operator Component $ 89,223 $ 89,076 62.55% 0.03%
Driver Component $ 51,601 $ 52,751 36.79% 0.82%
Total $140,824 $ 141,828 99.34% 0.85%

Note: The index weights do not sum to 100 per cent. Operator superannuation was removed from the index last
year (0.66 per cent weight) and the table above failed to adjust for the removal.

More broadly, the TWU proposed that the Tribunal drop the backward-looking cost index
approach and adopt a considerably higher fare level that would provide drivers with higher
average hourly earnings. The TWU's proposed average fare is shown in Table 3.3.

Table 3.3 Current urban fare level and structure and TWU proposal*

Urban TWU Proposal % change
Flagfall $ 2.65 Flagfall $ 3.30 24.5
Distance (per km) $ 1.53 Distance (per km) $ 1.80 17.6
Radio $ 1.40 Radio $ 3.30 135.7
Waiting time (per hour) $ 40.00 Waiting time (per hour) $ 47.37 18.4
Average fare $ 15.64 Average fare $ 18.93 21.0

* The TWU submission assumes waiting time of $48 an hour. For illustration, the Tribunal has assumed
the amount closest to $48 that is consistent with meter clicks every 3.8 seconds at 5 cents a click.

The TWU also suggested that the Tribunal’s concept of an average urban fare should be
extended to include:



Independent Pricing and Regulatory Tribunal

. a component to represent the 20 per cent night-time surcharge, and
. another two minutes of waiting time.
3.3 NCOSS

The Council of Social Services of NSW (NCOSS) focused on the social impact of taxi fare
setting, the Taxi Transport Subsidy Scheme, the luggage fee, and the needs of wheelchair
and elderly/less mobile users.

NCOSS was concerned about the effect that an introduction of a fee that depends on the
number of pieces of luggage carried in a taxi could adversely affect passengers with
mobility aids or strollers or who are returning home after shopping. NCOSS submitted that
a fee for the transfer of heavy items that require driver assistance would be reasonable, but
that there should be an exemption for mobility aids, strollers and grocery shopping.

In relation to WATSs issues, NCOSS submitted that there is a strong case for enhanced public
reporting of WAT performance against current service standards.

NCOSS opposed the Passenger Assistance Fee for WATs of $12 requested by the Taxi
Council. It equates to a waiting time of 18 minutes. NCOSS argued that such a fee would
significantly increase the cost of using a taxi.

NCOSS submitted that a complicating factor for taxi fare setting is the divergent socio-
economic status of taxi users. Taxis are used by higher income groups as a premium rate
alternative to public transport or private vehicle use. But a significant number of passengers
also use taxis because other forms of transport are not readily accessible. A large percentage
of these users are people on very low incomes, including older and disabled people and any
fare increase would adversely affect these passengers.

3.4 Sydney Metropolitan Taxi Association

The SMTA commented on specific components of the taxi fare, reporting standards, the
customer feedback management system, social/environmental and wheelchair user issues.

The SMTA submitted that a radio booking fee of $3.00 would make radio work attractive for
drivers and improve response rates, but that other individual components should remain
the same. In relation to the extension of night-time surcharge, the SMTA submitted that it
should not be extended to any other time except for New Year’s Eve and special events. On
the luggage fee, SMTA recommended a flat fee of 55 cents.

3.5 Action for Public Transport

The Action for Public Transport submission discussed broader taxi industry regulation
issues (such as the problems associated with over-regulation), drew heavily on academic
studies and international comparisons, but did not address the key issues identified by the
Tribunal in its Issues Paper and on which comments were invited. The Tribunal believes the
matters raised by this submission are more relevant for the current Ministerial review of the
taxi industry.
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4 TRIBUNAL ASSESSMENT OF WEIGHTS IN URBAN TAXI
COST INDEX

As is the case for any base-weighted index, the weights in the taxi cost index may require
updating over time. Changes in relative prices, technology and other factors may cause the
size and nature of the costs incurred by the industry to vary over time. In addition, data
from other jurisdictions and various alternative estimates might enhance the accuracy of
some of the index weights.

Last year, the Tribunal highlighted some potential changes to the weightings in the urban
taxi cost index. No changes were mooted for the weights in the country taxi cost index.

In its Issues Paper of February 2004, the Tribunal put forward two options that it would
consider. One was an across-the-board update of the weights to reflect 2002 nominal dollar
costs provided as part of the cost index. The other involved a reassessment of a number of
items in the index on the basis of arguments and evidence put to the Tribunal in 2003.

4.1  Taxi Council proposal

The Taxi Council suggested changes in weights for Tyres, Fuel, Operator salary equivalent
and Drivers’ entitlements. To support some of the changes, the Council collected odometer
data and surveyed a small sample of operators.

The Council proposed that the Tribunal reduce the number of kilometres travelled in a year
for the representative single cab operation on which the urban cost index is based.
Specifically, it proposed that kilometres should be reduced from 175,000 to 161,988. Such a
change would lower the weights allocated to Tyres, Fuel and Maintenance labour in the
index.

The Council also proposed that the annual number of hours spent administering the cab
should be increased from 520 to 968 and that driver entitlements should be doubled to
correct the omission of the second permanent driver from the original model of 1999.

4.1.1 Kilometres travelled by urban taxi-cabs annually

The Tribunal understands that the RTA has been collecting odometer readings for taxis since
April 2003. A summary of the data was not available for this review.

The Taxi Council collected data on odometer readings from 29 taxis over 2002 and 2003. The
average kilometres travelled by these taxis was 161,988. Kilometres travelled varied from
107,000kms to 233,000kms per year and two-thirds of the sample travelled between 140,000
and 180,000km:s.

The Tribunal viewed the detailed survey results but did not verify odometer readings or the
representativeness or randomness of the sample. It is concerned that 29 taxis out of a total of
4,767+ is a very small sample.

4 At at end-March 2004. In terms of operator numbers, as at 18 May 2004 there were 4,267 operators in the
Sydney, 156 in Newcastle, 131 in Wollongong and 929 in country areas. Source: Transport Operations
Division (formerly Taxi and Hire Car Bureau) of the MoT.
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The Household Travel Survey published by the TPDC does not indicate any reduction in the
average distance of taxi trips taken by residents in recent years. The average lengths from
1999 to 2002 are 6.9kms, 7.2kms, 7.1kms and 7.3kms respectively. Nor has the number of
trips taken by residents changed much - they continue to run at just under 120,000 per
average week day.

The Tribunal does not consider that the information provided by the Taxi Council provides
a strong basis for reaching the assumed number of kilometres travelled by a taxi in a year.

On tyre life, the Taxi Council accepts that it would be reasonable to increase the life of the
tyre from 30,000 to 35,000kms. However, the Taxi Council notes that:

...the estimate of tyre life used in the cost index was originally obtained from Ford Motor
Corporation and Beaurepaires. No more recent information has been obtained but the
Taxi Council would accept 35,000 km is probably a reasonable estimate of the average
life of modern tyres. 5

The Council’s view on tyre life remains lower than other figures cited in the Issues Paper.

4.1.2 Operator salary equivalent

The Taxi Council surveyed 14 single cab operators, asking them to estimate the time it took
to perform a variety of business tasks. Those tasks included:

. normal operations (such as changeover administration, maintenance and repairs and
periodic inspections)

. one-offs (related to accidents, seeking new drivers and replacing vehicles)

J finance (such as banking, lodgement of Cabcharge dockets and accounting and
taxation compliance).

The Council estimated the average time taken for each task and calculated that the average
hours taken to administer a single taxi is 968 hours per year or 18.62 hours per week for 52
weeks. This is considerably higher than the 10 hours assumed in calculating the weights in
the cost index.

To explain the apparent discrepancy, the Taxi Council argued as follows:

It appears that either the number of hours was previously underestimated or the number
of hours has increased since 1999. Such a variation could be explained by higher
turnover rates of drivers, higher accident rates, longer travel times and other changes
that influence the amount of time it takes to operate a taxi.”

Despite the attempt at quantification, it is not clear to the Tribunal that the Taxi Council has
produced evidence that can be considered to be representative because the sample is only 14
and it was drawn from a population of around 2,000 single cab operators in Sydney.8

5 Taxi Council 2004 submission, p 6.

6 Review of fares for taxis in NSW - Issues Paper February 2004, p 7, notes an implied figure of 43,750kms
in the TIA’s 1999 response to the Tribunal’s interim report on the taxicab and hire car industries and a
figure of 45,000kms cited by Canberra Cabs in its 2002 submission to the ICRC.

7 Taxi Council submission, 2004 p 7.

8 Based on 2003 data supplied to the Tribunal by the MoT. The TWU estimates that there are only 1,593
single cab operators (TWU 2004 submission, p 5).

10
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The Tribunal commends the Council for its attempt to provide data and trusts that a wider
survey, as recommended in its 2003 review, might be undertaken under the auspices of the
MoT in the near future. However, as noted, the Tribunal has doubts about the
representativeness of the data provided by the Council.

4.1.3 Driver entitlements

The Taxi Council has noted that the weight allocated to the cost item “Drivers’ notional
wages” assumes that a taxi is driven by two permanent drivers. The weight allocated to the
item “Driver entitlements”, however, assumes only one permanent driver. The Taxi Council
notes:

This is inconsistent and implies that an operator that drives their own taxi earns less
remuneration than a permanent bailee driver would.”

The Tribunal is concerned, however, that driver entitlements are not always paid and
therefore questions the proposal to double the weight given to the item.

Evidence on non-payment of driver entitlements comes from several sources. First, the Taxi
Council, in calculating the number of uniforms required each year, notes very high driver
turnover.’0 Second, the Ministry’s survey of taxi drivers in 2003 indicated that 90 per cent or
more of the 100 respondents did not receive holiday pay or sick pay, despite the fact that
most of the responses came from experienced drivers (those who had been in the industry
for six years or more).

The evidence on non-payment of driver entitlements has led the Tribunal to decide against
increasing the weight on driver entitlements.

4.2 The Tribunal’s issues paper options

4.2.1 Option 1: alter weights to reflect 2002 costs

The first option canvassed was to update the weights for the change in costs between 1999 to
2002. If the weights were realigned with the 2002 dollar values of the cost items, the most
significant re-weighting would occur towards Insurance and Vehicle parts & panels and
away from Plate lease fees. Reweighting would slightly change the relative weightings of
operator costs and driver costs.

In response to this option, the Taxi Council stated that:

The method proposed by the Tribunal as Option 1 would be a sensible approach and
would have the additional benefit of simplifying the model and the calculation of the
movements in costs. Most importantly this method is based on the sound principle that
the weights should reflect the actual costs shown in the model. Such an approach has no
inherent bias.!!

9 Taxi Council submission, 2004, p 8.
10 Taxi Council submission, 2004, p 8.
1 Taxi Council submission, 2004, p 3.

11
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Alternatively, weights could be updated to represent 2003 dollar costs. However, the
Tribunal has decided to adopt neither option for this year, as the resulting changes in
weights would be insignificant.

4.2.2 Option 2: alter 2002 costs to reflect evidence submitted to previous
reviews

A second option canvassed by the Tribunal is to change the weightings of specific cost items.
In particular, in its submission to the 2003 review, the TWU disputed five items in the urban
taxi cost index—Maintenance labour, Vehicle parts & panels, Tyres, Operator salary
equivalent (administration), and Uniforms. These cost items were also significantly different
from estimates provided to the Tribunal in its review of taxi and hire cars conducted in 1999.

The Taxi Council objected to Option 2 on the grounds that it is 'highly selective' and
'systematically biased' in that it concentrates on possible downward revisions to operator
cost items. The Tribunal understands the criticism but points out that it is willing to
consider evidence on any change to any cost item. In this case, the selected items were those
for which the TWU had provided evidence. Until a full review of the cost items takes place,
the Tribunal is willing to consider amendments to parts of the index if sufficient significant
evidence is provided for it to do so.

Vehicle parts and panels

The cost item Vehicle parts and panels was originally based on a list of service and
maintenance data supplied to the Tribunal by the NSW Taxi Industry Association in 1999.
In its 2004 submission, the Taxi Council acknowledges that two items in the list (Tyres and
detailing) were duplicated elsewhere in the cost index. The Tribunal notes that the list also
includes provision for replacement of the security screen every three years. This too seems to
be double-counting because the cost of a camera installation is also included in Annualised
establishment costs.

Operator’s salary equivalent

The hourly wage rate used in the index weights is the ABS measure of average weekly
earnings. The Tribunal’s Issues Paper suggested that an alternative for the average weekly
earnings rate of $22.73 per hour might be an industry rate of pay. The one pay rate readily
available is that awarded to drivers by the Industrial Relations Commission for sick leave
and holiday pay. In 2002/03, this rate was $14.70 per hour.

The Taxi Council is concerned that the $14.70 rate does not provide sufficient reward
required to induce an operator to accept the associated risks and responsibilities. The
Tribunal acknowledges the ongoing difficulties with the current assumption but accepts it as
the best working assumption for the present review.
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Uniforms

The assumptions which underlie the estimate of annual uniform costs are the subject of
considerable debate.

The Taxi Council suggests that single cab operators are required to replace the equivalent of
six complete sets of uniforms each year. This is derived firstly from outfitting one
permanent driver in addition to the operator/driver and two casual drivers at a total cost of
$1,686. Next, the Council points to high turnover rates among drivers from whom operators
do not recover uniforms. The cost index model assumes that each operator replaces four
drivers each year, of whom two require uniforms.

The TWU 2003 submission argued that the cost of uniforms should cover one permanent
driver and two casuals per year.

The Ministry of Transport noted that:

...50% of taxi operators are owner-drivers operating a single taxi. While six complete
sets of uniforms to be replaced each year might be appropriate to fleet operators it may
differ considerably for a single taxi.

The claim [in the TWU submission] of six day and seven night shifts, two full drivers and
two casuals need to be verified, especially when the industry has expressed concerns
about lack of new taxi drivers entering the industry. Also, four drivers to a taxi and for
4,700 metro taxis x 4 = 18,800 metro taxi drivers, whereas the current registered taxi
drivers are 23,000, of which only 50% (11,500 drivers) are active.?

In any case, the small-sample 2003 Taxi survey of drivers indicated that only half the
respondents had uniforms provided.

The Tribunal considers that six uniforms may not be required each year for a single urban
cab operation. That said, it does not intend to alter the present weight unless a verifiable,
representative alternative is available.

In summary, the Tribunal considers that, based on the evidence before it, there is no
compelling case for piecemeal changes in the weighting pattern in this review. It
therefore retains the assumptions of 175,000kms for annual distance travelled, 30,000kms
for tyre life, 520 hours for operator administration, one set of driver entitlements, the list
of service and maintenance data submitted in 1999, average weekly earnings as the
operator salary equivalent wage rate and the assumptions of six uniforms per year per
single cab operation.

12 Attachment to a letter from the Director-General to the Tribunal dated 14 May 2004, first page.
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5 TRIBUNAL ASSESSMENT OF TAXI COST INDICES

In this chapter, the Tribunal assesses the cost index items in the order they appear in the
Taxi Cost Index and explains any amendments.

The Tribunal’s approach has been to consider whether the change in the cost of each item
has been:

1.  consistent with the description of the item in the relevant cost index in previous years
2. representative of the class of costs for which the items were selected, and

3. werifiable as to the size of the change.

The Tribunal has made its own enquiries on many cost items in order to satisfy itself that the
cost changes submitted by the Taxi Council meet the above three criteria.

However, the Tribunal’s examination of costs did not involve a detailed examination of all
changes. The Tribunal relied primarily on quotes provided, almost always in writing, to the
Taxi Council for such items as vehicle lease rates, insurance, network fees, plate lease costs
and establishment costs.

5.1 Vehicle lease costs

The taxi cost index incorporates a lease charge that reflects the capital cost of operating a
taxi. The calculation of the annual lease charge is based on the following assumptions:

. the vehicle cost is taken to be the average cost of Ford Falcon Forte and Futura vehicles
. in urban areas 50 per cent of vehicles are assumed to be new vehicles, the remainder

are assumed to be two year old second hand vehicles; in country areas all vehicles are
assumed to be two year old second hand vehicles

. the purchase is financed at market lease rates on vehicles
. the term of the lease is 5 years for new vehicles and 4 years for second-hand vehicles
. there is a residual value of 10 per cent at the end of the lease.

5.1.1 Tribunal assessment

The Taxi Council’s calculation of vehicle lease costs is consistent with previous Tribunal
reviews and the above assumptions.

Vehicle prices

The costs of new and used vehicles have been updated on the basis of quotes provided to
the Taxi Council by Ford Australia for a “taxi pack”. According to the quote provided by
Ford, the cost of new vehicles has increased by 3.0 per cent in the period June 2003 to March
2004.

The Taxi Council has based the cost of two year old vehicles on the mid point of the market
values of the Ford Falcon Forte and Futura vehicles quoted in the Sydney Morning Herald’s
drive.com.au.
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Consistent with the approach taken last year, an average of these two values was then
calculated and taken to represent the cost of a second hand vehicle for the cost index. Based
on this approach, the cost of second hand vehicles has increased by 8.9 per cent.

It is difficult for the Tribunal to reconcile the strong increase in the prices of new taxis with
the continuing falls in the prices of passenger motor vehicles (PMVs) in general. Between
June 2003 and March 2004, the price of PMVs in general fell 3.0 per cent. Between mid-2001
and March 2004, new taxi prices rose 19.0 per cent while the PMV index fell 3.5 per cent
(Figure 5.1).

Figure 5.1 Quoted prices of new taxis and prices of PMVs in the CPI

130
Price of New Taxis
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105 fmmm o
110 .
Price of passenger
motor vehicles in CPI
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Sources: NSW Taxi Council submissions to IPART, various; Australian Bureau of Statistics.

The taxi price series has been scaled to the index for PMV prices in the CPL

The Taxi Council suggests the divergence can be explained by noting that private motorists
have been able to switch to imported smaller (and cheaper) cars in recent years. As a result,
the index may well move differently from the prices of specific domestic cars made by Ford
and used as taxis.

According to the Redbook new vehicle price guide, in late April 2004 the cost of a new Futura
auto LPG sedan was $39,415 and the price for the LPG wagon was $40,850. These are prices
applicable to private purchasers and excluding fleet discounts. They are higher than the
quotes received by the Taxi Council.

In the absence of better information, the Tribunal has accepted that vehicle prices have risen
by the amounts indicated in the Taxi Council’s submission.
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Interest rate assumptions

Last year, the Tribunal accepted that most new taxi leases are financed under commercial
hire purchase agreements rather than GST-disadvantaged vehicle leases. It also accepted
that the interest rates on the two different financial instruments are comparable in the
absence of any evidence to the contrary. As a result, the Tribunal accepted that the variable
rate on revolving loans secured by residential property - shown as ‘home equity” loans in the
Reserve Bank’s Bulletin - was the closest, most readily-available, published equivalent to the
likely movement in the hire purchase rate.

At June 2003, the home equity loan rate was 6.70 per cent. At March 2004, it was 7.20 per
cent, a rise of 0.50 percentage points. The Tribunal has therefore increased the vehicle lease
rate from last year’s lease rate of 8.75 per cent to 9.25 per cent (the increase is higher than in
the Taxi Council’s submission which incorrectly applied a 0.25 percentage point increase).

5.2 Insurance costs

Quotes from Zurich for insurance costs have been provided to the Taxi Council for Sydney,
Wollongong, Newcastle and Central Coast. These include comprehensive, third party
property, green slip and workers’ compensation insurance.

Fifty per cent of urban operators are assumed to take out comprehensive insurance and the
remainder are assumed to take out third party property insurance. The country index
assumes that all taxis have comprehensive insurance, for which Taxi Council states there is a
fixed premium throughout country NSW.

5.2.1 Tribunal assessment

In the absence of better information, the Tribunal accepts the movements in the insurance
component of the cost indices for urban and country taxis proposed by the Taxi Council.

It is concerned, however, that there is only one source of quotes and asks the Taxi Council to
provide a second set of quotations wherever possible. This should be done not only for this
cost item but for any other items where alternative suppliers exist.

5.3 Government charges

The government charges cost item includes vehicle registration and taxi operator licences.
The taxi operator licence cost figure represents the cost of taxi operator accreditation. It is
the renewal figure per annum per taxi, verified by the Transport Operations Division of the
MoT. Annual vehicle registration costs are set by the NSW Roads and Traffic Authority, and
have increased from $512 to $526 or 2.73 per cent over the past 12 months. The cost of a taxi
operators licence issued by the MoT remains unchanged from 2003 at $260.

The Tribunal has verified the above costs and accepts the change in the government charges
cost item.
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5.4 Network fees

The Taxi Council submission quotes network fees for eight Sydney networks, and one
network each in Newcastle, Wollongong and the Central Coast. The quotations also specify
whether the fee is a monthly charge or a charge for four weeks. Urban network fees have
risen by 3.95 per cent to $6,812 over the nine months to March 2004.

The Taxi Council quoted fees for a number of country towns - Albury, Armidale, Bathurst,
Coffs Harbour, Tamworth and Wagga Wagga. The cost represented in the index is a
weighted average of network fees where the weights reflect the number of taxis in each
network. Country network fees have fallen by an average of 1.31 per cent over the past nine
months. The fall is driven by Bathurst network fees, which have fallen 24 per cent.

The Tribunal has not been able to satisfy itself that actual network costs are efficient or that
the services that networks are required to provide are meeting the needs of their clients (the
operators and the drivers). This issue is being considered by the Ministry’s review of the
taxi industry.

The Tribunal has, for the purposes of this year’s fare review, accepted the change in network
fees submitted by the Taxi Council for urban and country taxis.

55 Plate lease fees

Plate lease fees are calculated using average plate values and a plate lease rate. The lease
rate submitted by the Taxi Council was provided by Arab Bank, a major lender to taxi plate
investors. Finance secured against plates was quoted at 8.45 per cent, a rise of 0.25 per cent
on 2003’s rate. The Tribunal verified the quote of 8.45 per cent with Arab Bank in May 2004.
The rise in the interest rate has offset the fall in plate transfer values such that urban plate
lease costs have risen 2.21 per cent in this review.

5.5.1 Plate Values
Sydney

The Taxi Council has estimated plate values by averaging monthly plate transfer values
supplied by the Transport Operations Division of the MoT over the period from July 2003 to
January 2004. The Tribunal has averaged all the plate transfer values provided to it by the
MoT and extended the calculation to the end of March 2004. It has found that Sydney taxi
plates averaged $272,503 over this period, a fall of 1.59 per cent compared to the average of
the 15 months ended June 2003.

Wollongong, Newcastle and the Central Coast

The Taxi Council averaged monthly data from July 2003 to January 2004 to obtain estimated
plate values of $188,458 for Wollongong and $119,457 for Newcastle. Updated to March
2004, the average monthly values for Wollongong are $189,107 (+19.1 per cent) and
Newcastle $119,578 (+17.1 per cent).

No 2003/04 data were available for the Central Coast. The Taxi Council applied the change
in values in Newcastle to the Central Coast, deriving an end-March 2004 plate price of
$236,015 as a result. Plate fees for Wollongong, Newcastle and the Central Coast receive
only small weights in the cost index.
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Country NSW

The Taxi Council has used the increase in urban plate lease costs to update plate lease costs
in the country model to March 2004. This approach was adopted by the Tribunal last year.
The Tribunal has received information on transfer values in some country areas but these
values vary widely (from $70,000 in Goulburn to $322,800 in Tweed Heads) and there is no
data from the previous review with which to compare them.

In the absence of better information, the Tribunal has applied the change in urban plate
values to country plate lease costs.

5.6 Establishment costs

The annualised establishment cost category of the taxi cost index comprises LPG conversion,
meter, roof sign and fitments, EFTPOS installation, camera, livery, alarm installation and
labour.

For urban areas, the Taxi Council has provided a number of current quotations for many of
these cost items. On that basis, it submits that annual establishment costs have increased by
6.6 per cent over the period from June 2003 to March 2004. The same increase has been
applied to country areas in the absence of data for country areas.

The Tribunal notes that the prices quoted for these items vary greatly between areas. The
Taxi Council recognises the deficiencies in the data but attempts to compensate by ensuring
that it receives quotes for the same items in each area in each year.

That said, the changes in establishment costs are heavily weighted towards changes in
Sydney costs. This significantly reduces the effect of wide regional variations on the index.

This item has only a small weighting in the cost index. The Tribunal has therefore decided
to accept the 6.6 per cent increase in this item proposed by the Taxi Council.

5.7 Maintenance labour

The cost of labour needed to maintain taxis depends on the number of major services, the
hours of labour per service, the hours of maintenance required outside services and the
labour cost per hour. Estimates of these amounts were obtained by the Taxi Council from
Ford and other (non-Sydney) vehicle repairers.

The reason for the increase in this item is increases in wage rates. The Taxi Council used
Ford’s quoted hourly wage rate for Sydney. The average wage rate paid by Ford in urban
areas increased by 18 per cent from $63 in 2003 to $74 in 2004; in country areas it rose by 7
per cent from $70 in 2003 to $75 in 2004.

Although the Tribunal has verified the quotes with Ford, it was not supplied with
documentary evidence from non-Sydney repairers. The Tribunal has reduced one very large
increase claimed in relation to country areas to bring it into line with the majority of rises in
country areas.
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The Tribunal also notes that the cost of the motor vehicle repairs and servicing component of
the CPI only rose by 2.5 per cent over the same period. This seems to cast doubt on the
representativeness of quotes from Ford and the claimed rises in country areas.

In the absence of better information, the Tribunal accepts the changes in maintenance labour
rates per hour as submitted by the Taxi Council. The Tribunal requests the Taxi Council to
provide several written quotes in future reviews to enable the Tribunal to obtain a better
understanding of the extent to which the cost item has changed.

5.8 Vehicle parts and panels

Consistent with the approach adopted by the Tribunal last year, the change in the motor
vehicle parts and accessories component of the CPI has been applied to this cost item. This
represents an increase of 1.71 per cent in the nine months to March 2004 compared to its
average level in the 15 months ending June 2003.

5.9 Cleaning

Operators are required to clean their vehicles three times a year in urban areas and twice a
year in the country. Operators also pay for daily cleaning in country areas. The Taxi
Council has provided one quote for car detailing in urban areas at $140 per detail, an
increase of 6.9 per cent from $131 last year. The overall change in the cleaning costs for
country areas has decreased by one per cent over the same period. The Tribunal has
decided to accept these cost estimates.

5.10 Tyres

This item represents the cost of tyres. Beaurepaires has indicated that the price of the
Dunlop Monza tyre is $130 in March 2004. This is slightly less than the cost of $131 for the
same item that was used in the 2003 review.

Although anecdotal evidence suggests that less expensive re-treads are extensively used, the
Tribunal has no documentary evidence that might lead it to alter the present approach.

5.11 Operator’s salary equivalent

The Taxi Council’s model includes a figure for operator salary equivalent to recognise the
cost of labour dedicated to the business of operating a taxi. This item is represented by the
ABS wage cost index for NSW. This index was 3.99 per cent higher in the nine months to
March 2004 compared to its average level in the 15 months ending June 2003. The Tribunal
has accepted this estimate.

5.12 Driver entitlements

This cost item refers to an allowance for driver entitlements which are available to
permanent bailee drivers. Such drivers are able to receive five weeks annual leave and eight
days of sick leave per annum as set out in the contract determination made by the NSW
Industrial Relations Commission (IRC).
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The IRC has increased the holiday rate by 3.4 per cent to $606.27 from November 2003. The
sick leave rate has increased by 3.7 per cent to $121.68 from November 2003. The Tribunal
accepts these changes to the cost of driver entitlements.

5.13 Uniforms

The cost of uniforms is represented by the clothing and footwear component of the Sydney
CPI This fell by 0.8 per cent in the nine months to March 2004 compared to its average level
in the 15 months ending June 2003.

The Tribunal accepts the 0.8 per cent fall in the Sydney “Clothing and footwear’ component
as the basis for the change in the uniforms item of the cost index.

5.14 Other operator costs

Costs that fall into the ‘other’” category include office equipment, telephone, professional
services and training costs. Last year these costs were adjusted by the change in the Sydney
CPI. The Tribunal has decided to adopt the same approach this year. The change in the
Sydney CPI in the nine months to March 2004 compared to its average level in the 15
months ending June 2003 is 2.17 per cent. The Tribunal has decided to accept this estimate.

5.15 LPG fuel

LPG fuel data were provided to the Taxi Council by GoGas and verified by the Tribunal.
LPG fuel prices fell 16.4 per cent for urban taxis and 17.2 per cent for country taxis over the
period from June 2003 to March 2004. The Tribunal has adopted this estimate.

5.16 Drivers’ notional wages

“Drivers” notional wages” is the notional price taxi drivers must be paid if they are to be
induced to drive taxis rather than leave the industry. Changes in the cost item are measured
by changes in the NSW wage cost index. That index rose 3.99 per cent between the June
quarter 2003 and the March quarter 2004. The Tribunal has adopted this estimate.

5.17 Cleaning

For urban taxis, driver-funded cleaning costs constitute a daily vehicle wash, in line with
Ministry of Transport regulations. The Tribunal has adopted the average rise in the Sydney
CPI, consistent with the approach taken in last year’s review. Cleaning costs have risen 2.17
per cent based the change in the Sydney CPI in the nine months to March 2004 compared to
its average level in the 15 months ending June 2003. The same increase is applied to the
daily wash component under operators’ cleaning costs in the country index.
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5.18 Summary of Tribunal’s assessment of the cost indices

The Tribunal’s review of the cost indices submitted by the Taxi Council has resulted in
increases in the Tribunal’s urban cost index of 2.33 per cent for June 2003 to March 2004 and
the Tribunal’s country cost index of 1.67 per cent over the same period. The Tribunal’s
indices are shown in full in Tables 5.1 and 5.2.

The last column of Table 5.1 indicates that the total rise in the urban index, of 2.33 per cent,
results from a contribution of 2.21 percentage points from operator costs (which rose 4.12
per cent) and a contribution of 0.11 percentage points from driver costs (rose 0.24 per cent).

5.18.1 Implications for operators and drivers

o If urban taxi operators were to be exactly compensated for the rise in their costs as
measured in this review, the pay-ins from bailee drivers would have to be increased
on average by 4.12 per cent.1?

o Drivers would retain the balance of the fare increase which would be equal to the rise
in their costs of 0.24 per cent as measured by the index.

Tables 5.3 and 5.4 reconcile the indices submitted by the Taxi Council and those adopted by
the Tribunal, showing the cumulative effect of each change made.

13 The rise of 4.12 per cent is derived from the weighted changes in the individual operator cost items where
the weights used are those shown in Table 5.1. It cannot be calculated by comparing the total operator
costs in March 2004 with those in June 2003 because these totals do not reflect the weighting pattern used
in the index. The correct derivation is shown below Table 5.1.
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Table 5.1 Tribunal’'s urban taxi cost index *

IPART IPART Contribution
Percentage June March to total fare
Change 2003 2004 Weights change

Urban Operator Expenses
Fixed Costs
Vehicle Lease payments 6.89% $8,930 $9,545 4.79% 0.33%
Insurance 240% $13,371 $13,692 6.22% 0.15%
Govt Charges 1.81% $772 $786 0.46% 0.01%
Network Fees 3.95% $6,500 $6,757 3.41% 0.13%
Plate Lease cost 2.21% $21,913 $22,397 14.17% 0.31%
Annualised Establishment Costs 6.60% $1,425 $1,519 0.60% 0.04%
Variable Costs
Maintenance Labour 18.37% $6,727 $7,963 4.08% 0.75%
Vehicle Parts & Panels 1.71% $11,130 $11,320 5.20% 0.09%
Cleaning 6.87% $393 $420 0.23% 0.02%
Tyres -0.76% $3,057 $3,034 1.61% -0.01%
Operator Salary Equivalent 3.99% $13,001 $13,520 7.28% 0.29%
Driver entitlements 3.45% $3,871 $4,005 2.17% 0.07%
Uniforms -0.80% $2,441 $2,421 1.50% -0.01%
Other 2.17% $3,597 $3,675 2.03% 0.04%
Driver Expenses
LPG Fuel -16.40% $16,018 $13,391 8.35% -1.37%
Notional Driver's Wages 3.99% $64,496 $67,069 36.14% 1.44%
Cleaning 2.17% $2,952 $3,016 1.77% 0.04%
Total $180,594 $184,530 100.00% 2.33%
Operator Component $97,128 $101,053 53.74% 2.21%
Driver Component $83,466 $83,476  46.26% 0.11%
Total $180,594 $184,530 100.00% 2.33%

* The actual percentage rises in operator costs and driver costs are shown in the bold type in the
last two columns of the table below.

Weights Contribution to  Contribution to

operators Weights change in change in driver

only drivers only  operator costs costs
Vehicle Lease payments 8.9% 0.61
Insurance 11.6% 0.28
Govt Charges 0.8% 0.02
Network Fees 6.4% 0.25
Plate Lease cost 26.4% 0.58
Ann'd Establishment Costs 1.1% 0.07
Maintenance Labour 7.6% 1.40
Vehicle Parts & Panels 9.7% 0.17
Cleaning 0.4% 0.03
Tyres 3.0% -0.02
Operator Salary Equivalent 13.6% 0.54
Driver entitlements 4.0% 0.14
Uniforms 2.8% -0.02
Other 3.8% 0.08
Operator Total Costs 100.0% 4.12

Driver Expenses

LPG Fuel 18.0% -2.96

Notional Driver's Wages 78.1% 3.12

Cleaning 3.8% 0.08

Drivers' Total Costs 100% 0.24
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Table 5.2 Tribunal’s country taxi cost index

Contribution

Percentage IPART IPART to total fare
Change June 2003 March 2004 Weights change

Country Operator Expenses
Fixed Costs
Vehicle Lease payments 9.96% $8,340 $9,171 5.87% 0.59%
Insurance 3.45% $7,263 $7,514 4.93% 0.17%
Govt Charges 1.81% $772 $786 0.59% 0.01%
Network Fees -1.31%  $10,667 $10,527 6.97% -0.09%
Plate Lease cost 2.21%  $11,884 $12,146  10.15% 0.22%
Annualised Establishment Costs 6.60% $713 $760 0.48% 0.03%
Variable Costs
Maintenance Labour 7.31% $6,445 $6,916 4.09% 0.30%
Vehicle Parts & Panels 1.71% $5,789 $5,888 3.02% 0.05%
Cleaning 3.19% $2,291 $2,364 2.39% 0.08%
Tyres -0.76% $2,184 $2,167 1.49% -0.01%
Operator Salary Equivalent 3.99%  $13,001 $13,520 9.47% 0.38%
Uniforms -0.80% $2,441 $2,421 1.95% -0.02%
Other 2.17% $3,320 $3,392 2.44% 0.05%
LPG Fuel -17.15%  $13,910 $11,524 9.12% -1.56%
Driver Expenses
Driver's Notional Wages 3.99%  $50,817 $52,845  37.04% 1.48%
Total $139,837  $141,941 100.00% 1.67%
Operator Component $89,020 $89,097 62.96% 0.20%
Driver Component $50,817 $52,845 37.04% 1.48%
Total $139,837 $141,941 100.00% 1.67%
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Table 5.3 Summary of amendments to urban taxi cost index

Total change (%)

Taxi Council submission 2.01
Revert to weights as used in 2003 review 1.86
Adjust increase in interest rate on vehicle lease costs to 0.50 per cent 1.88
Updating plate transfer values for February and March data 1.20
Adjust Maintenance labour cost for verified Ford quotes 1.44
Update Vehicle parts and panels cost for March quarter CPI 1.50
Update Operator salary equivalent for March quarter wage cost index 1.63
Update Uniforms for March quarter CPI 1.63
Update Other operator costs for March quarter CPI 1.65
Update LPG fuel cost for February and March data 1.67
Update Drivers’ cleaning costs for March quarter CPI 1.69
Update Drivers’ notional wages for March quarter wage cost index 2.33
IPART amended index 2.33

Table 5.4 Summary of amendments to country taxi cost index

Total change (%)

Taxi Council submission 0.85
Redistributing weight for (defunct) Operator superannuation 0.86
Adjust increase in interest rate on vehicle lease costs to 0.50 per cent 0.89
Updating plate transfer values for February and March data 0.72
Update Vehicle parts and panels cost for March quarter CPI 0.76
Update Cleaning costs for March quarter CPI 0.85
Update Operator salary equivalent for March quarter wage cost index 1.02
Update Uniforms for March quarter CPI 1.01
Update Other operator costs for March quarter CPI 1.04
Update LPG fuel cost for February and March data 1.02
Update Drivers’ notional wages for March quarter wage cost index 1.67
IPART amended index 1.67
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6 FARE STRUCTURE: ANALYSIS AND RECOMMENDATIONS

This chapter recommends increases in the individual fare components that result in an
average increase as close as possible to the increase in the cost indices over the period from
June 2003 to March 2004.

The Tribunal has not been persuaded that a change in the fare structure is desirable. It has
considered the case for reversing its 2003 decision which reduced the booking fee by
25 cents.1* However, it recognises that the Minister adjusted the booking fee to $1.40 in
April, taking the fee well above the $1.25 level at which it was set in 2002. The Tribunal has
therefore decided to recommend a fare structure that is similar to the one that currently
exists.

Because of the practicalities of metering, the average increase in fares recommended by the
Tribunal for urban and country services (2.34 per cent and 1.75 per cent respectively) differs
slightly from the movements in the relevant indices (2.33 per cent and 1.67 per cent,
respectively).

6.1 Summary of final fare recommendations

The Tribunal’s recommendations which come closest to the cost index-based rises are shown
in Tables 6.1 and 6.2.

Table 6.1 Recommended urban taxi fare structure

Current Urban Recommended % change
Flagfall $2.65 Flagfall $2.75 377
Distance $1.53 Distance $1.56 /km 1.96
Radio fee' $1.40 Radio fee $1.45 357
Waiting time® $40.00 Waiting time $40.91/ hr 227
Average fare® $15.64 Average fare $16.01 2.34
Notes:

1. The radio booking fee was increased from $1.10 to $1.40 on 21 April 2004 by the Minster for Transport
Services to support the “No Destinations” radio dispatch trial

2. For urban taxis, waiting time applies while vehicle speed is less than 26.22kph.

3. Average urban fare is based on a 7 km trip, a radio booking every fifth trip, 3 minutes waiting time.

The Tribunal has changed the basis for calculating the average urban fare in this review by
including a radio booking fee in the average once every five trips rather than every three
trips. The MoT has advised the Tribunal that its 2004 Sydney Taxi Survey shows that radio
bookings are now about 20 per cent of total hirings.

14 In last year’s review, the Tribunal sought to simplify the use of the “extras” button on meters. Urban tolls
were not exact multiples of any sizeable meter increment or the $1.25 radio booking fee. The Tribunal
recommended a 50 cent increment in the extras button that all tolls would accommodate to within 20
cents as would a radio booking fee rounded down to $1.00. Since last year’s report, it has emerged that
tolls are not recorded on the extras button, making the rounding down redundant.
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The Tribunal’s recommended increase in the waiting time rate is consistent with current
meter technology. A meter set to “clicks’ of five cents every 4.4 seconds produces a waiting
time charge of $40.91 per hour.

Table 6.2 Recommended country taxi fare structure

Current Country Recommended % change

Flagfall $3.15 Flagfall $3.20 1.59

Distance’ $1.59 / km Distance $1.61 1.26

Radio fee $0.80 Radio fee $0.85 6.25

Waiting time® $40.00 / hr Waiting time® $40.91 2.27

Average fare® $10.32 Average fare $10.50 1.75

1. The Tribunal recommends that the current distance rate of $2.22/km for country trips over 12 kms
become $2.25/km.

2. For country taxis, waiting time applies while vehicle speed is less than 25.41kph.

3. Average country fare is based on a 3 km trip, a radio booking every second trip, 3 minutes waiting time.

6.2 Other fare structure issues

6.2.1 Extending the urban night-time surcharge

NSW taxis have a night rate as well as a day rate. The night rate (Tariff 2) is a 20 per cent
surcharge on the distance rate and it applies on trips which begin between 10pm and 6am.

Table 6.3 shows that the average cost of a taxi trip is 13.65 per cent higher during the night
than during an average urban trip during the day.

Table 6.3 Effect of night-time surcharge on average cost of urban trip

Recommended Day Rate Recommended Night Rate % change
Flagfall $ 2.75  Flagfall $ 275 0.00
Distance (per km) $ 1.56  Distance (per km) $ 187 20.00
Radio $ 1.45 Radio $ 145 0.00
Waiting time (per hour) $ 40.91  Waiting time (per hour) $ 40.91 0.00
Average fare $ 16.01  Average fare $ 18.19 13.65

Country taxis already apply the surcharge to Sundays and public holidays.

As discussed in last year’s report, equity considerations might suggest that the same
extension be granted to urban taxis for Sundays and public holidays. During the 2003
inquiry, some stakeholders proposed that the current night-time surcharge should be
extended. Some suggested it also be applied to the flagfall, while others suggested it be
applied to Sundays and public holidays.

The Tribunal did not accept these proposals because of insufficient evidence of a serious
shortage of urban taxis at night-time or on Sundays and public holidays. In its February
2004 Issues Paper, the Tribunal stated that it would be revisiting this decision if evidence
shows that an extension was warranted.
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2004 Inquiry

In its 2004 submission, the Taxi Council argued for an extension of the urban night-time
surcharge as a means to increase the availability of taxis on Sundays and public holidays.

The Council provided the results of a survey of three Sydney networks regarding the
number of taxis working and the number of bookings received for each day of November
2003 and for Christmas Day and Boxing Day 2003.

The survey results show a reduction in the number of taxis available on Sundays and
Christmas day/Boxing day well in excess of the reduction in the number of phone bookings
received. The Taxi Council argues that this difference would be more marked if data related
to the hours in which Tariff 2 applied on Sunday nights were removed from the figures.

But there is another way to interpret the data, and it does not necessarily imply a shortage of
taxis on the relevant days. On Christmas Day and Boxing Day, it would be reasonable to
expect that few people would be hailing cabs in the street or picking them off ranks, since
people are purposeful in their travels on those days (visiting relatives in particular). To a
lesser extent, this might also apply to Sundays (but not Saturdays because late Saturday
night is a period of peak taxi demand, as data provided to the 1999 Taxi and Hire Car
Inquiry indicated).

Purposeful taxi use may imply a greater proportionate use of phone bookings than on
weekdays and Saturdays. The fewer available taxis may switch from rank and hail work to
phone bookings on these days.

Further, the MoT has advised it has received no complaints concerning an inability to obtain
a taxi on Sundays and public holidays. It also notes that its 2004 Taxi Customer Survey
indicates that demand for Sydney taxi services (as measured by trips taken) comes from:

o 57 per cent hail
. 22 per cent rank
. 20 per cent phone booking

o 1 per cent phoned driver direct, and 1 per cent regular booking.

This breakdown demonstrates that phone bookings constitute only 20 per cent of demand
for taxis.

The Tribunal remains willing to consider extending the surcharge but believes data on total
demand for taxis (rather than phone bookings alone) will be required if it is to be satisfied
that there is a shortage of taxis on Sundays and public holidays.

6.2.2 Luggage fee

Currently, taxis cannot charge a fee for luggage weighing up to 25 kg, but can charge
10 cents for each 25 kg of luggage over this weight, up to a maximum 55 cents. Since weight
is difficult to assess, the Taxi Council has proposed a per piece fee, with the first two pieces
free of charge.
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Submissions on the luggage fee

The Taxi Council has not commented on the luggage fee in its submission this year. The
Sydney Metropolitan Taxi Association has suggested a flat 55 cents fee, whilst the TWU has
suggested that the fee be scrapped.

The NCOSS submission seeks further clarification as to whether the fee would apply where
no assistance is received by passenger to unload luggage.

NCOSS states its concern about the impact of per piece luggage fee on those with mobility
aids/collapsible strollers and how the fee would affect those passengers with other baggage
or shopping to transport. NCOSS asserts that a fee for the transfer of heavy items needing
driver assistance would be reasonable and support exemptions for mobility aids, strollers
and grocery shopping.

The Tribunal considers that a price per piece of luggage would be difficult to administer
given the differing interpretations of what constitutes luggage (eg shopping bags, mobility
aids).

Given this diversity of views, the Tribunal recommends the retention of the current luggage
fee regime.
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7 TAXI SERVICE QUALITY

7.1 Performance requirements

Standards of performance required of taxi networks are set out in the MoT’s Interim
Standards for Authorised Taxi Network Operators. These interim standards were
introduced in 1993, and state, “... these interim authorisation standards are currently
required to be met with more stringent standards of performance being required after a
phased introduction of one year”.’> These more stringent standards have, as yet, not been
put in place by the MoT.

Metropolitan performance standards

The required performance standards relate to operations, telephone answering standards,
delivery standards and customer services. In relation to telephone answering standards,
requirements include:

. 90 per cent of calls are to be connected to the booking service immediately

. of this 90 per cent, 70 per cent of calls that are connected immediately are to be
answered within one minute and 90 per cent are to be answered within two minutes.

In relation to delivery standards, requirements include:

. in 85 per cent of cases a taxi is to arrive within 15 minutes of booking being made
. in 98 per cent of cases a taxi is to arrive within 30 minutes of booking being made
. in 100 per cent of cases a taxi is to arrive within 60 minutes of booking being made.

Country performance standards

For telephone answering standards, the country requirements are the same as those for
metropolitan network providers. In relation to delivery standards, requirements include:

. in 85 per cent of cases a taxi is to arrive within 10 minutes of booking being made
. in 98 per cent of cases a taxi is to arrive within 15 minutes of booking being made
. in 100 per cent of cases a taxi is to arrive within 20 minutes of booking being made.

These performance requirements are tighter than those applying to metropolitan network
operators.

Performance reports are submitted by metropolitan network operators every three months.
In the Issues Paper of February 2004, the Tribunal presented data for calendar year 2003.
The latest reports now available from the Transport Operations Division of the MoT are for
the March quarter 2004.

A summary of the March quarter 2004 for all ten Sydney taxi networks is provided in Table
7.1, along with March quarter 2003 data for comparison.

15 Ministry of Transport, Interim Standards for Authorised Taxi-Cab Radio Communication Networks, September
1993.
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Table 7.1 Sydney Radio Network Statistics March quarter

2003 As % of: Range 2004 As % of: Range

1.0 NETWORK Low High Low High
Taxis on the network 4,649 4,767
Phone calls received 3,032,891 3,044,248
Phone bookings requested 3,031,379 3,099,877
2.0 PHONE NETWORK STDS Phone bookings Phone bookings
Calls answered within 1 min 2,818,418 92.9 75.7 928 2,849,213 93.6 75.7 99.6
Calls answered 1-2 mins 146,406 4.8 05 171 94,875 3.1 0.2 16.1
Calls answered after 2 mins 68,067 2.2 0.4 7.2 33,082 1.1 0.2 8.2
Ave phone answering time 23.8 32 8 12.4 4 34
Calls received minus calls answered
3.0 DELIVERY
3.1 Pickups Total Pickups Total Pickups
Within 15 minutes of booking 2,495,203 93.9 79.7 97.4 2,525,001 935 76.4 98.8
Between 15 and 30 minutes 145,059 55 21 174 151,247 5.6 1.2 18.7
Between 30 and 60 minutes 15,645 0.6 0.2 2.9 21,928 0.8 0.1 5.3
After 60 minutes 1,099 0.0 0.0 0.2 2,327 0.1 0.0 1.7
Total pickups made 2,657,006 100.0 2,700,503 100.0
Average delivery time (minutes) 5.8 5 8 6.0 5.2 6.3
3.2 Bookings offloaded Phone bookings Phone bookings
Bookings offloaded 309,101 10.2 352,097 11.4
Offloaded & returned as unmeetable 21,263 0.7 23,343 0.8
Offloaded successfully 287,839 9.5 328,754 10.6
Bookings but no car available 17,333 0.6 19,698 0.6

Total 'No car available' 371,795 12.0
Bookings per taxi 652 359 1403 650 336 1325
Pickups per taxi 572 253 1357 566 197 1288

These performance reports relate only to taxi trips booked through a radio booking service.
This constitutes around 20 per cent of total taxi hirings.16

Networks meet telephone standards

There has been little change in service quality as measured by the network performance
reports in the March quarter 2003 and the March quarter 2004. The percentage of calls to
networks answered within 1 minute has improved. The percentage of pickups made within
15 minutes of booking has fallen slightly. At 93.9 per cent and 93.5 per cent, both averages
exceed the metropolitan performance standards set out above.

Tribunal concerns

However, the average may mask varying performance by the different networks. Some may
be just meeting the interim standards. Others may be considerably in excess of those
standards. The standards themselves, which have been in an interim or draft state for some
time, might also need reconsideration.

These issues are expected to be addressed by the Ministerial Inquiry into the Taxi Industry.
That inquiry has a number of terms of reference that relate explicitly to improving network
service quality.

16 Source: MoT, based on the 2004 Taxi Customer Survey Report. In 1998 the figure was 44 per cent. The
April 2003 taxi driver survey had suggested that it could be as low as 19.4 per cent.
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7.2  Complaints register

In April 2003, the Ministry of Transport introduced a new system of collating complaints
data - the Customer Feedback Management System (CFMS). CFMS is an internet-based
system that allows taxi customers to provide direct feedback on their response to the taxi
services they experience. It replaces the previous register maintained by the Ministry of
Transport where complaints were received on a dedicated phone line.

Table 7.2 below presents complaints data from the previous system up to and including
2002, and data from the CFMS for 2003.

Table 7.2 Summary of complaints registered with MoT

1999 2000 2001 2002 2003
Abuse, assault or rudeness 835 806 697 646 740
Driving in a dangerous manner 392 320 524 420 720
Refuse hire when 'for hire' 735 556 472 383 616
Demand more than prescribed fare 287 638 387 329 708
Fail to arrive/arrive late 487 459 344 260 416
Fail to take shortest route 277 254 236 229 218
Vehicle unfit/unclean 220 229 222 194 262
Poor knowledge 365 228 161 121 134
Total of complaints listed above 3598 3490 3043 2582 3814
Other 979 812 764 572 859
Total 4577 4302 3807 3154 4673

Source: THCB. 2003 data are the sum of superceded system data to 15 April and CFMS system data from
May to December. The data from the superceded system have been scaled up to adjust for the missing half
month. Classifications have been condensed by the Tribunal.

Prior to the introduction of the CFMS, there was a downward trend in the incidence of
complaints. According to the MoT, the jump in the number of complaints in 2003 is due to
the improved accessibility of the system rather than an increase in the frequency of
incidents.

A useful additional feature of the CFMS is the recording of compliments, an innovation
welcomed by the SMTA. The SMTA also advocated that the CFMS should also allow
drivers and operators to voice any concerns they have about customers, the networks
and/or other taxi industry matters.

As with network service standards, the Tribunal expects that the Ministerial Inquiry into the
Taxi Industry will examine the interpretation and usefulness of the complaints data in
fulfilling its terms of reference. These terms of reference include:

o the role of taxi-companies, co-operatives and networks and their impact on customer
service standards

o options for alternative network structures that could provide better customer service

. the practice of networks referring bookings to other networks

. network booking procedures that might shorten customer waiting times

. driver training on network booking procedures.
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7.3 Wheelchair accessible taxis

As discussed in the Tribunal’s February 2004 Issues Paper, anecdotal evidence suggests that
customers who require WATSs receive a much lower level of service than those who use
standard and premium taxis.

As foreshadowed in its 2003 submission, the Taxi Council introduced a five-year plan to
improve service levels. Its first goal was to provide a level of service to WATs customers
commensurate with that received by the general public. The Taxi Council claims that
significant steps have been taken towards achieving this target.

A Taxi Council committee of members aims to meet the WATs service target by 2005. Some
changes are already in place, including agreed common procedures and penalties
(introduced in August 2003) which were documented in a Wheelchair Accessible Taxi Radio
Procedures Handbook and distributed to all operators and drivers of WATs.

Each network has delegated responsibility to the 0200 booking service for monitoring driver
behaviour and instigation of penalties. The Taxi Council submits that each network has

agreed to support the procedures and implement penalties against their own drivers as
defined in the handbook.

The Taxi Council states that the handbook has had a significant impact on driver behaviour.
It has analysed CFMS data to unearth the number of complaints and compliments received
relating to wheelchair taxi services. Between 1 July 2003 and 17 February 2004 there were
about 40 reports recorded relating to wheelchair specific issues. Three were compliments.
For all taxis over the same period, there were about 3,300 reports. In sum, WAT-related
complaints were about 1 per cent of all complaints compared to about 6 per cent of all taxis.

The Tribunal has not been provided with 0200 booking service data to enable it to assess the
veracity of the reported improvements in WAT service standards. The Tribunal
recommends that the measurement and reporting of WATSs service standards should be
addressed as part of the current taxi industry review.

7.3.1 WATs Passenger Assistance Fee

The Taxi Council requested the Tribunal to consider replacing the current limit on the
amount of waiting time that can be charged for users of wheelchairs with a $12 fixed fee.
The fee, the Council argued, would compensate the driver for the time spent assisting
passengers in and out of the vehicle. The Council believes that such an arrangement would
bring NSW into alignment with fares in other States and would simplify arrangements for
drivers and passengers.

The current waiting time limit equates to $10.00, which is similar to the 'lift fee' that applies
in Victoria. In Queensland, the meter is started once the passenger is secured in the vehicle

and the driver is compensated for time assisting the passenger beforehand by a fee of $5.50.

The Ministry has indicated that a flat $12 lift fee would increase the cost to Government,
estimated to be $3 million a year.

The Tribunal has decided to defer this matter in the light of the current Ministerial Inquiry.
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8 IMPACT OF RECOMMENDATIONS ON CUSTOMERS, THE
ENVIRONMENT AND PUBLIC FUNDING

The overall impact of the Tribunal’s fare recommendations on NSW citizens and interstate
tourists is likely to be small because urban transport fares (including taxi fares) make up less
than one per cent of an average Australian household’s spending. For users of taxis, the
proportion would be higher. The impact is diverse because taxi customers’ incomes vary
greatly.

The environmental impact of the fare recommendations is likely to be small. The state’s taxi
fleet of around 6,000 cabs is only a small proportion of NSW’s stock of over three million
passenger motor vehicles. Likewise, the 65,000 taxi trips taken by Sydney residents on an
average weekday are few compared to the 7,594,000 trips taken by private vehicle drivers.1”

The impact of higher taxi fares on government funding is limited to the Taxi Transport
Subsidy Scheme (TTSS). In 2003, the TTSS cost $14.4 million. The fare increases
recommended by the Tribunal suggests that government funding of the TTSS may increase
by up to $330,000. However, the cap on the maximum subsidy per trip will limit the
increase.

One of the terms of reference requires the Tribunal to consider the impact of pricing policies
on borrowing and capital requirements, and in, particular, the impact of any need to renew
or increase relevant assets. As the Tribunal noted last year, it is unable to address financial
viability or capital requirements of taxi businesses in the absence of reliable revenue and
cost estimates.

8.1 Social considerations: income profile of Sydney taxi users

Transport and Population Data Centre (TPDC) data indicate that average annual personal
income of residents who are taxi users was $60,163 in 2002 (up from $54,694 in 2001). Those
earning over $78,000 took 26 per cent of trips. People earning less than $10,000 per annum
were also significant taxi users, taking 19 per cent of trips. Figure 8.1 indicates the median
income of travellers in each income class and the number of trips taken.

Table 8.1 shows average personal incomes for residents who used other modes of public
transport in 2002.

The average annual household income of residents who use taxis is $109,760, (median
$95,472). Whilst mean and median household incomes are high, there are a significant
number of resident taxi users in low household income brackets - 10 per cent of taxi users
have household incomes below $20,000. The household incomes of resident taxi users are
shown in Figure 8.2.

A further indicator is the labour force status of resident taxi users. Figure 8.3 shows that the
majority of resident taxi users are in full time employment (67 per cent). A significant
number are pensioners, either aged or other (such as recipients of disability benefits).

17 Source: TPDC data based on the 2001 Household Travel Survey. The number of residents who travel in
taxis on an average weekday was actually 117,000 in 2001 but the Tribunal has reduced the number of taxi
trips to allow for multiple passengers (using the Taxi Council estimate that an average taxi trip carries 1.8
passengers).
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Figure 8.1 Taxi trips by personal income of Sydney residents
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Table 8.1 Income of full-fare paying residents using different transport modes

Mode No. of trips Average Average Median
(average Personal Household Household
weekday) Income Income Income

Priv Bus Sydney 70,524 $32,423 $66,781 $56,212
STA Buses 257,345 $44,581 $86,214 $69,524
STA Ferries 30,010 $72,307 $121,765 $120,952
CityRail 494,730 $46,847 $86,842 $71,864
Taxis 116,182 $60,163 $109,760 $95,472

Source: TPDC Household Travel Survey 2002.

Figure 8.2 Resident taxi trips by household income* of Sydney residents
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* The numbers along the horizontal scale indicate the top of the range for each column. The bottom of the range
is indicated by the top of the range for the previous column
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Figure 8.3 Resident taxi trips by labour force status

90,000 $160,000
80,000 - /. -+ $140,000
70,000 |+ $120,000
60,000 —
/ 1 $100,000
3 50,000 — e
= 1 $80,000 T
g 40,000 + I
—+ $60,000
30,000 A
20,000 + -+ $40,000
10,000 |+ $20,000
0 . . . . . . $0
Unemployed Other Retired / aged Adult full time Part time w orkKeeping house Full time w ork
pensioner pensioner study

== No. trips —=— Average HH Income

8.2 Environmental considerations

The impact on the environment from the Tribunal’s pricing recommendations, as far as
pollution and congestion goes, is likely to be minimal. The state’s taxi fleet of 6,000 is
insignificant given that there are over three million passenger vehicles in NSW, as are the
number of daily taxi trips by residents (65,000 on an average weekday) compared with the
number of private motor vehicle trips (over 7 million a day).

In general, the Tribunal views all public transport as environmentally positive because it
serves to reduce the number of passenger motor vehicles on NSW roads. However, it is the
mass transit modes that provide the greatest opportunity to reduce car travel, rather than
largely single-person modes such as taxis, motorcycles and bicycles.

To the extent that taxi demand is greatest on Fridays and Saturdays and after hours during
the working week, the availability of taxis serves to discourage car use in crucial periods and
may substitute for private car use.

The modest fare rises recommended by the Tribunal are unlikely to impact the use of taxis in
urban and country NSW.

8.3  Effect on government funding

The impact of higher taxi fares on government funding is limited to the Taxi Transport
Subsidy Scheme (TTSS). In 2003, the TTSS cost $14.4 million's. The fare increases
recommended by the Tribunal suggest that government funding of the TTSS may have to be
increased by up to $340,000. However, the $30 reimbursement cap per fare under the
scheme would limit the additional funding required.

18 Ministry of Transport Annual Report 2003, p 5.
19 2.34 per cent of $14.4 million is $340,000.
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APPENDIX1 TERMS OF REFERENCE

I, Bob Carr, Premier, approve, under Section 9(1)(b) of the Independent Pricing and
Regulatory Tribunal Act 1992, the Tribunal entering into an arrangement with the Minister
for Transport to investigate and report on the prices for taxi services regulated under the
Passenger Transport Act 1990.

A final report is to be provided to the Minister for Transport by June each year.

In conducting this investigation, the Tribunal should consider:

L.
i.

1ii.

iv.

Vi.

Vii.

Viii.

the cost of providing the services concerned;

the protection of consumers from abuses of monopoly power in terms prices, pricing
policies and standards of service;

the need for greater efficiency in the supply of services so as to reduce costs for the
benefit of consumers;

the impact of pricing policies on borrowing and capital requirements and, in
particular, the impact of any need to renew or increase relevant assets;

the need to maintain ecologically sustainable development;

the social impact of the recommendations;

standards of quality, reliability and safety of the services concerned (whether those
standards are specified by legislation, agreement or otherwise and any suggested or
actual changes to those standards as notified to the Tribunal by the Minister for
Transport); and

the effect of any pricing recommendation on the level of Government funding.

In conducting the investigation the Tribunal may consult with the Taxi Council and the
relevant unions by arrangement with the Department [now Ministry] of Transport.

Table Al.1 indicates where the terms of reference (i to viii) have been considered throughout
the report.

Table A1.1 Consideration of the terms of reference and Minister’s requests

Terms of Reference Report reference
i. cost of providing the service Section 5

ii. protection of consumers from abuse of monopoly power | Section 5

iii. need for greater efficiency in supply of services Sections 7

v. impact of pricing on borrowing and capital requirements | Section 8

v. ecologically sustainable development Section 8
vi. social impact of recommendations Section 6
vii. standards of quality, reliability and safety Sections 7
viii. effect on level of Government funding Section 8
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