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Layoeut off the paper
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fegulatiens

Major pPErfeimance oUtCemeSs
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Nature off the: taxi Industry

Eigure 1

Annex A

Snapshot eff Industry: Takle: 1




Major regulations: gquantity,

Increase i licences since 1990/ — 1% p.a.

Price of [ICENCES
= 1990, $175,000
= 2004, $250,000
= 2009, $380,000

Why: hiave so: few: lIcences; beeni Issued?
a Regulatery: capture (taxi driver View)?
m Prices too high?
s Virtual monopely controls?




Major regulations: guality: (pp: 8-9)

NUmErous; micre reguiations

Deminant role oiff the NEtWorK
s ['axi operator requirements

s [faxil driver requirements

s Network standards

Size off venicle




Price regulations

IPARTF recommendation designed terachieve a
et en capital andlaneur ter all parties

IPART maximumi fiere avitenatically, adepted 13y
all taxit eperators

Nightime surcharge

NoI peak /' off-peak differentiation




Perfromance hackgroumnd

Excess demand (page 10)

Contrels off netwerk(s)

Highly: detalledi regulations




Performance standards

Ministeral inguiry, (Undated) — see: Box: 1
Confirmed By taxi dfVver IRteVIEws

“[IAere Is a cancer at the hear of the: tax
IRAUStR. e contrel off the Retwerks has
ereded respoensibility and reward for
providing a quality’ Senvice.”




Key: performance Indicators

Table 3 Bookings and pick-ups shown in 2007-08 (excluding WATs)

Measure No. %
Number of bookings requested (“000) 13,350

Number of jobs accepted by taxt drivers 10,700

Total pick-ups 0,357

Source: IPART, 2008

Table 4 Pick-up times as % of total pickups made and bookings requested

<15 15-30 30-60 =) Other
minutes  muutes  mmutes  munutes

All pick-ups 014%  T7.6% 1.0% 0.0% n/a
Bookmngs requested  64.1%  53% 0.7% 0.0% 29.8%
Source: [IPART, 2008




Colmair Brunton: natienal survey.

Of all' Australian; cities, Sydney. recorded’ lewest Scores

1{0)
m taxi trip satisfiaction.
s taxi driver behaviour and standards.

38%0) 0l lespoendents I Iner Sydney: and 22%) ofi
rfespendents In euter Sydney: had tried te get a taxi 1n

the last six months and! faied.

I IRner Sydney, 5% o respordents had made a
complaint tera taxi-related agency: but 26% had felt like
complaining and didinot de se. TThe comparanie figures

for outer Sydney were 4% and 12%.




Market failures

Imperiect competition
s Naturallmoenopoly
x Falling AC (Imenopolistic: competition)

Externalities
ASymmetnc Infermation
Muluiple equilierna




Market failures

I summany, competition can e expected te
IMpProve: SerVvICes In the: taxifindustry rather than

the reverse.

Infiermation falltirest justify: regulating Venicles
and drivers for safety Issues.

Other market fialltres previde littie: justification
for sulkstantive regulation; of the Industry.




EquIty ISSUES

Protecting Consumers
Pretecting Inadustry

A puklic transpoert (Consumer: Service)
fatienale

InI Soi far as these ehjectives: exist, the
PAaPEr shews: they: come at a nigh’ cost.




Evaluation: ofi reform: Eigure 3

Consumer
benefits
(A+B+C+D)
with no offset to
taxi suppliers

<

E \ AC;
E \ Dg
: Dy

Q, Q- Tax1 trips

AC,

Figure 3 Consumer benefits from increase in taxi services




Evaluation of reform: Eigure 4

AC + NW + LF + EW

Qy Taxi trips (no.)

Figure 4 Basic economic benefits: alternative exposition




Evaluation of reform: Eigure 5

~_ = LERMSC + NW

Taxi trips (no.)

Figure 5 Adding evaluation complications




Evaluation: of reform: Eigure 6

Taxi trips (no_).

Figure 6 An off-peak model




Key: data assumptions

AC = $20.20 — LF ($2.43)) per thp

NWE='5 minutes; EW = 1160 minutes

1.8 pax per: taxi

Weighted average value of time = $27/hour

EXISting| market clearing peak Moul: price
premiumi $5.50

New: peak hour fare = AC + $2.43
Off-peak fare = AC - $2.43
Elasticity off demand with respect to GC = -1




Summary. of results

Falbler 6, page 23 for fullfresults

Totallannuall impacts (Sm)
a Gainsi ter consumers 3617.4
m Losses to taxi Industry.  -123.8
x Secial gains 21.5
s [otal net benefits 265.1




Conclusions

Regulations; e the taxi inadustry have produced a
Virtual menopoly inf Sydney.

There are fiew: market falures i this Industry.
Otner thanhasic safety regulations; there Goes
AOL appear te e a strong case: ol regulation.

Fhe current regulations may: be intendead te

protect the Sydney pullic
Senvices to all'areas within
times. This Is not beingl ac
sugg@est that perfermance

V. gualanteeing
Specilied regulated

nieved and evidence
Standards are: low.




Conclusions

Estimated gains from firee entry/ and Increased
COmpEtition In the taxi Industry’ are in order of $265
million: per annum.  Over 201years, this produces a net
penefit with! a present valuie off about $2.8! billien.

[0 achieve these gains: the eligepolistic nature: efi the
iIndustry would have: te be Undone.

Eurther modelling off the: taxii market may. refine: these
results;. However, I have little doubt that it would
produce broadly similar results.






