Review of Sydney Taxi fares and licenses,
Independent Pricing and Regulatory Tribunal
P.O. BOX Q290

QVB Post Office NSW 1230.

Dear sir/madam,

Please consider this submission on Sydney taxi fares and licenses.
My name is Graham Hoskin, [ am a member of the group Action for Public Transport,
and [ am looking at the issue from the point of public transport users.

I have made previous submissions to IPART, and have also made 2 submissions to
the Industry Commission, one of which dealing with the problems of people without
cars in urban sprawl areas the Commission referred to, and published a substantial
extract from in their Final Report.

I also used to work for the Department of Motor Transport, which was responsible for
taxi regulation until 1988, when the resposibility was passed not to the RTA but the
Ministry of Transport. The impression was of a too hard-basket to change system.

I am particularly interested in the role of taxis in areas including most outer suburban
areas and urban sprawl areas where public transport is deficient, and most people
consider that the only realistic form of transport is the private car. For those without
cars,taxis are therefore quite an important but very expensive form of transport.

The IPART Issues Paper of October 2014 outlines the following four conditions under
Purpose of the review:

1. passengers can catch taxis when they want them, with waiting times that aren’t too
long.

2. fares are affordable for passengers.

3. drivers and operators can cover the efficient costs of providing taxi services,
including their own labour,

4. prospective operators can enter the taxi industry without prohibitive set-up or
operating costs.

It is quite clear to any objective observer that under the present system all these
objectives are failing dismally.

It is quite clear that entry to the taxi industry is prohibitive, with the cost of
purchasing the right to own plates being similar to buying a Sydney house. Most taxi
drivers work under the category of bailees, a medieval term which immediately puts
them in a class beneath that of employees.



Licenses are restricted in a manner which drives up their cost, and many of the owners
have no interest in transport but purchastthem purely as an investment.

I have attached a copy of an article by the Sydney Morning Herald’s economics editor
Ross Gittins who critically examines the present set-up and concludes as the
highlighted passage states, “the industry is being regulated largely for the benefit of
absentee landlords, so to speak.” (Next cab off the rank: an equitable taxi service,
from Sydney Morning Herald, 25/7/2012.)

These problems mentioned in point no.4 flow onto the other conditions. They drive up
the costs and totally destroy condition no.2 by making fares unaffordable except for
those such as private businessmen or government employees who are able to pass on
the cost to their employers, and frequently the taxpayer.

They also make it hard for drivers to earn a reasonable living because as Gittins says

“Taxi drivers get a terrible deal. They generally get 50 percent of their take, but
they’re not employees and have to bear many costs themselves. They get no workers
compensation cover, no holidays or superannuation and have to pay the GST.” (See
attached article)

They also impair the industry’s ability to achieve condition no.1 to provide taxis for
passengers when they want them. By making taxi licences extremely expensive and
conditions for drivers barely economic they discourage the availability of taxi
services. Most people including myself use taxis only when they either desperately
need them, or else when they can pass the cost of fares on to employers.

Not only that but the industry has reached crisis point because of new innovations
provided by mobile phones and Google, and I believe is no longer tenable.

First booking providers like Ingogo allow tech-savvy clients to bypass the Taxi
Council, therefore undermining its monopoly.

Secondly, even more significantly, the new Uber booking system totally undermines
the old regulated system, and allows clients to book taxi-type services outside the
present system, at what is most certainly much cheaper prices. Uber gets rid of the
costs inherent in the regulations and the absentee landlord system and allows the
client and provider to bargain quite outside the reguhbtors and the Government and
Taxi council’s control.

Programs like the ABC 7.00 pm News on 6/11/14 make this clear with a client
proudly stating that he uses Uber if he needs a taxi. While the ABC points out this
breaches the Government’s regulations it is clear that the regulatory dam walls
surrounding the present system are broken. They cannot be repaired and what is at
present a trickle of tech-savvy clients to Uber promises to become a torrent.

This is abundantly ciear because:



1. If the NSW Government had wanted to enforce the present regulations it should
have attempted to nip the Uber innovations in the bud.

2. The implications of Uber are that tech-savvy clients will more and more be
attracted to Uber, and the core clients of the present taxi system will be
institutions, those who are not tech-savvy, those who do not possess smart phones
and those who need taxis at irregular hours such as before dawn.

3. Those who advocate a Government crack-down on Uber users have almost
certainly already lost the battle. If there is a crack-down informal networks and
alliances have already certainly been established between Uber clients and
providers, and these will more and more resemble the private arrangements for
motorised trips which have always existed alongside the taxi system.

4. Talk of a crack-down is really a cop-out. Crack-downs demand policing and
policing costs Government money. The Police Force is already overstretched with
having to deal with everything from murders, assaults, fraudsters, pedophiles and
all sorts of traffic offenders for a start. To envisage the Police and Justice system
being used to crack-down on Uber users who are dispersed in the community is to
expect far too much of the present system.

5. Even if there is a crack-down it would undoubtedly be counter-productive. All it
would do would be to highlight to the whole population the availability of a type
of booking system which is much less expensive than the current regulated
system. It would highlight the fact that even for a medium distance trip from an
inner suburb, that a passenger could get a ride for about $10.00-$20.00 instead of
about $50.00 under the present regulated system.

6. Any crack-down would therefore only underline the fact that the present highly
regulted system is totally uncompetitive on any free market principles.

The present regulated system is just what Ross Gittins points out, totally unfair to
everybody but the absentee landlords of the system. It is out-dated and rotten.

IPART should rcommend that the Government bring in Alan Fels or somebody like
him, and rorganize the whole system on free market principles.

Since any sudden change would disadvantage many people, such as taxi licence
owners who have just purchased a taxi licence under inflated costs in the past year, [
recommend the present system be phased out over a period of about 10 years.

Uber, Ingogo and the like have terminally undermined the present system. It 1s out-
dated and was always an affront to free market principles as the Centre for
Independent Studies pointed out in their 1979 report On Buying a Job: the regulation
of taxi-cabs, by the economist Peter Swan. It has to go.

Yours faithfully,
Graham Hoskin
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oes changing the
government make
truch difference?

| Bothsidesefpolitics
always assure us it

Aeaceat? will. Butjudging by

theinfrequencywithwhich wedait,
wesgemdoubtful. 7

Atthe gtate Jevel the natfonal swing
fram Labor to'the Coalition s almost
complete, providing & good oppor-
tunity to test the question, And a
good testis the reguldtion of industry.

Despiteboth sides. protestations
of undying concern for the welfare of
ordinaryvoters, it gets harderto
avhid the suspicion that govern-
mentsregulate industries for the
benefit ofthe businesses rather than
their customers.

Take the case of taxis. We've been
dissatisfied with the service
provided by taxis for manyamoon,
They're expensive, but oftendon't *
offer goed service: they're too hard to
find at certain times, they don't turn

‘up or take far too long to artive; too
many drivers don't knowwhere to go,
orare unfriendly.

Butthe outgoingLibor govern-
mentsdidfartoolittlé to improve the
position. It got so bad in Victoria the
Bailtfeu government promised
action and appointed Alian Fels, the
former chairman of the Australian
Competition and Consumer Com-
mission, teconduct an nquiny

Thetaxi industryis highly regu-
lated bystate governinents. What's
thegoal of this regulation?It's sup-
posed to be to ensure we're provided
with a safeand reliable taxi service at
areasanable price. I practice, the
goalhasevolved into the protection
ofahighly luczativefinancial invest-
ment, the taxi licence plate,

Sinceabout the time of the
Depression, governments have
$0ugitt to control thé number of taxis
byissuing alimited gnantity of
licence plates. Initialty, and for many
years, these licences were issued free
topeople wanting todrive taxis.

Because the supply of licences was
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limited relative to the demiatid for”
‘them, licence platesbecamevalu-
ablein their ownright: Theyexistin
perpetufty, and people who'dbeen
givenone by the government were
.abletosellitto someone else.
That someone maybea person

whao wants to driveataxi, but doesn't

haveto he. And ownership of taxi

plates doesn'timply ownership of
the carto which those licence plates
ars screweid. You can "adsign” (rent)
the plares to ataxi operdtor for a fee,
who buysthecarand putsitonthe
road. Operators may drive the car

themselves, or theymay getothersto

dothedriving.

Thus did thetaxilicence plate
transform into a valuable financial
investment, with an active market
intheirpurchaseand sale. Accord-
ingto Professor Fels's interim
report, the value of plates hasheen
risingforyears and Melbourne
plates now change handsforup to
$490,000 apop.

Licences are assigned to operators
forafee of ebout $35,600 ayear, thus
yielding a directretum to their own-
ers of about 7 per cent. Allow for cap-
ital gain and the overall returnrises
toabout 16 percentayear.

Notabad investment. Now get this:

according to the Felsreport, in 1985
onlyaboeut4 pet centof Victorian taxd
licences had been assigned to others.
Byl958, about45 percent of metro-
politan licences had been agsigned.
Andby Decemnber lastyearit was up
toabput 70 percent.

Because assignment feesare so
high, not encugh income isleft for
taxi operators and even less for
drivers, Tavjfares are controlléd by
the government and theneed to pay

drivers more—they get an average of
about$13 an hows, according to Fels -
isofténused fojustify fare increases.
But every time fares increase so do
the assignment fees charged by the
licence ownets, justifying a further
rise invalueoflicences.
Fundamentally, however, what
causes therising value of licencesis
their growing scarcity relative to
demand, Whoisitthatlimijtsthe
number oflicences on issue? The
government, Who does this benefit?
The owners oflicence plates, The
industryis beingregulated largely
forthebenefitof absenteeland-
lords, so to speak.
" Taxt drivers getatenribledeal.
They generaily get50 percentof
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The industry ts being
regulated largely for
the benefit of absentee
landiords, so to speak.

their take, but they're not employees
and have to bear many costs them-
selves. They get noworkers com-
pensaton cover, hio holidays or
superannuiation and have to pay the
geods and services tax.
Isitanywonder the quality.of
driversis often poor, turnoverishigh
and jt'shard to get recruits? And yet

most of our comnplaints about taxis
relatete the performance of diivers.

Fels's key proposalii Victoriaisfor
the government toissie new taxi
licencesto anyqualified person fora
fee of $20,000 a year. Newlicences
would not be transferable and issued
onlyto owner-drivers,

This would makeit easier for
drivers to become owners, It would
force the existinglicence plate own-
ers' assignmentfee downto $20,000a
year, still leaving them areasonable
returp, butlowering the capital value
of their plates to about $250,000.

Taxi cperatorswould benefit from
the lower assignmeént fees and this
would allowthedrivers' shave of their
take to beraised to 6D per cent. This,

in turp; wWouldjustify making greater
demands ondsivers, including réquir-
ingthem to pass e more stringerit
street dndlocation knowledge test.

. Nowyouseewhylicence-plate
ownersaie opposing these reforms so
vigorously, We'll see if Ted Baillien
stands up to them with any more forti-
tude than hisLabor predecessors.

The specifics of taxi regulation in
Nsw differ somewhatirorn those in
Victoria but the general principles
aremuch the same-as are the com-
plaints from taxi users. Will Batry
{'Fatrell try harder than Labor to fix
thirigs? So farhe hasn't even called
for areport,

Ross Glttins is the economics editor,
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