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17 April 2014 

 
David Samuel 
Chief Executive Officer 
Victorian Taxi Association 
PO Box 5111  
Garden City VIC 3207 

Dear Mr Samuel 

Fee waiver request 

I refer to your letter of 11 April 2014to the Australian Competition and Consumer 
Commission (ACCC) in respect of a proposed application for authorisation. In your letter you 
have requested that the ACCC grant a fee waiver in respect of the proposed arrangements. 

In particular, you have requested that the fee to be paid in relation to an application for 
authorisation to be lodged by the Victorian Taxi Association be waived in whole.  

In support of your request, among other things, you submitted that: 

• The affected member businesses are small country based taxi operators with very low 
returns. 

• The Victorian Taxi Association is a non-for-profit organisation fully funded through 
membership dues. 

I also note that although the Victorian Taxi Association represents members operating in 
metropolitan areas, these members will not be part of the proposed conduct for which 
authorisation will be sought. 

Having regard to the above, as a person authorised to assess fee waiver requests for and on 
behalf of the ACCC, I wish to advise that the application fee has been waived in full.  

This decision will remain in force for a period of three months. The three month period will 
expire on 17 July 2014. 

A copy of this letter should accompany your application for authorisation. The cover letter to 
the application should mention that a letter from the ACCC regarding a fee waiver is 
enclosed with the application. The application together with this letter will be placed on the 
public register at that time. 

If the application for authorisation is lodged by the Victorian Taxi Association after 16 July 
2014 a full application fee of $7500 will apply, unless a subsequent request for a fee waiver 
is made and ultimately approved by the ACCC. 



Should you have any queries in relation to this matter, please do not hesitate to contact 
Joanne Palisi on 02 6243 1323. 

Yours sincerely 

 
Dr Richard Chadwick 
General Manager 
Adjudication Branch 
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VICTORIAN TAXI ASSOCIATION 

Submission in support of application for authorisation under Section 88(1) of 

the Competition and Consumer Act 2010 

  

 

1. Regulatory reform 

1.1 Industry structure 

In order to appreciate the impact of the price notification policy of the taxi industry in country and 

regional areas of Victoria, it is important to understand the structure of the industry. 

The taxi industry in Victoria is effectively comprised of four parts. 

1.1.1 Licence holders 

Licence holders or licence owners refers to the individual or entity who holds a licence to operate a 

taxi in Victoria.  In some cases, this person or entity will ‘assign’ or lease the licence to an operator.  

In these cases, the licence holder will have no direct relationship with the operation of the taxi. 

Historically, taxi licences have been made available through the release of licences in limited 

numbers by a state regulator.  In 2008, close to 300 licences were released through a tender 

process.  Up to a further 60 licences are also currently being released through a lottery system 

overseen by the Taxi Services Commission (TSC).  In country areas, applications for additional 

licences required a business case. The release of licences in country areas is currently limited by a 

public interest test.  From the beginning of July 2014, this will be replaced with a consumer interest 

test1 which is intended to ensure that additional licences are released if this is in interests of taxi 

users. 

1.1.2 Operators 

Taxi operators are responsible for the management and operation of taxi vehicles for commercial 

hiring, including maintenance of the vehicle, maintaining commercial relationships with drivers 

(if/when not driven by them), maintaining necessary accreditations, record-keeping and all 

administrative undertakings of any small business.   

 

                                                           
1
 The Taxi Services Commission are currently finalising the consumer interest test.  A consultation paper with a 

draft test was recently released for comment as is available online at: http://www.taxi.vic.gov.au/taxi-

reform/consultation/consultation-papers.  



2 

 

 

1.1.3 Drivers 

In some cases an operator will drive the taxi some or all of the time.  In others, a bailment 

agreement will enable another individual to drive the taxi for hire on the operator’s behalf.  A 

bailment agreement is not an employment contract.  Under this arrangement, the operator and 

driver agree to share the fare box for the shift.  

1.1.4 Network Service Providers 

NSPs or networks are organisations to which operators affiliate to secure a range of services, most 

importantly access to work booked through the phone number managed by the network as well as a 

suite of other safety and compliance services, such as in-car GPS monitoring and back-to-base driver 

duress alarms.  Networks also enter into contracted service arrangements with a range of local and 

national organisations and businesses, such as service providers and federal government 

departments, on behalf of affiliated operators. 

For example, the operator of a taxi licence chooses to affiliate with an existing network.  They sign 

an affiliation agreement which outlines the terms of service provision and the annual fee to be an 

affiliate.   

Network affiliation also currently provides a range of auxiliary services that satisfy regulatory 

requirements and provide important aspects of customer service, including provision of in-car GPS 

monitoring, back-to-base driver duress alarms, handling customer complaints and lost property 

services.  In most cases networks also maintain a relationship with local police, local government and 

other organisations relevant to the operation of affiliated taxi services. 

These four layers of the industry manifest themselves differently in different areas.  In relation to 

networks, there are three broadly defined structures that operate within Victoria: 

i. Corporate 

As seen in Melbourne, the network takes bookings and dispatches work, enters into 

contracts and provide associated safety and compliance services but has no involvement in 

the operation of affiliated taxis. 

 

ii. Single owner model 

In a number of small Victorian towns, one individual or entity runs the network, owns all the 

licences, as well as operates the taxis.  In some instances they may also drive the taxis.  

There is no separation between the network and the operator in this model.  In these cases, 

the network is a structure or entity to satisfy regulatory requirements and operate the 

components of the business necessary for the taking and dispatch of bookings. 
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iii. Multi-operator co-operatives 

In this model, local operators of taxi services have come together to form a central 

communication point through which customers can most efficiently access their services. 

They are not affiliates of a third-party business, but members of a co-operative business. 

This model is mutually beneficial for operators as it sees them share equally in a random 

allocation of work and maximises the efficiency of the fleet in a geographic area. 

The structure of co-operative country networks has been formed and shaped in response to 

the demands of the market.  Individual taxi operators, being unable to service demands of 

the market with access to only one or two vehicles form relationships with other operators 

servicing the market to enable them to refer work which they are unable to service and 

ensure customers have good access to taxi services.  This results in what is often referred to 

as an informal network.  It was a natural progression from the emergence of informal 

networks to establish central communications systems to take and dispatch bookings for the 

service area, the costs of which are covered by co-operative members.   

The network acts to maximise fleet efficiency, reduce individual operator overheads 

associated with administration, marketing and customer management, compliance activities 

and by mitigating the impacts of a lack of service continuity.  These networks are non profit 

oriented as their costs are wholly funded by co-operative members. 

Networks use various different technology solutions to dispatch available booked and contracted 

taxi work but all current systems are generally based on a random allocation of work to the closest 

available taxi.  From a customer perspective, this is the most efficient way to maximise the potential 

of a fleet of individually owned/operated taxis in a service area and ensures the taxi with the ability 

to service a customer request most quickly is dispatched.  In the case of co-operative networks, it is 

clear that the interests of individual operators are not just aligned with that of the network but are 

in fact one and the same. 

1.2 Industry reform 

Having established the structure of the Victorian taxi industry, it is necessary to offer some 

background on the extent of reforms to the regulation of the Victorian taxi industry currently 

underway. 

In March 2011 the Victorian Government announced an inquiry in to the Victorian taxi industry, to 

which they responded by accepting the vast majority of reform recommendations in May 2013. 

The overall objective of the reform agenda is to generate greater competition within the industry at 

a number of levels.   
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1.2.1  Licence zones 

Previously country and regional areas were heavily protected by way of a licence zone which was set 

at varying lengths from the GPO of the town in which they were intended to operate, within which 

no other licences could operate.   

The reforms will result in the dissolution of the over 100 current licence zones, and the reallocation 

of existing taxi licences to one of four new zones (future Government leased annual licence prices 

indicated in brackets): 

1. Metropolitan ($22,0002) – covering the area of greater metropolitan Melbourne 

2. Urban and Large Regional ($22,000) – including the current Dandenong, Frankston, Port 

Phillip, Geelong, Ballarat and Bendigo taxi zones 

3. Regional ($11,000) – comprised of regional towns of between approximately 10,000 and 

30,000 people; and 

4. Country ($3,400) – comprised of all other areas of Victoria not captured in any other zone. 

The establishment of the new licence zone boundaries has been the subject of an assessment 

through a Regulatory Impact Statement process and are yet to be finalised. 

The zones are tiered such that: 

1. Metropolitan taxis can do pre-booked work anywhere in Victoria, however they are not able 

to do trips wholly within the Dandenong, Frankston and Port Phillip zones which are 

contiguous to the metropolitan zone; 

2. Urban and large regional taxis can do rank and hail work in their home zone, pre-booked 

work wholly within the urban and large regional, regional or country zones, or booked work 

which originates in or returns to their home zone; 

3. Regional taxis can do rank and hail work in their home zone, pre-booked work wholly within 

the regional or country zones, or booked work which originates in or returns to their home 

zone; and 

4. Country taxis can only do work within the country zone or booked work which originates in 

or returns to the country zone. 

The most significant change will be that taxi markets are no longer town or service area based.  

Existing taxi zones in country and regional areas of the state are currently defined by a kilometre 

radius from the GPO of the town which has meant taxis were significantly restricted as to their area 

of operation.  This has major bearing on the nature of potential competition in these markets in the 

future.  Not only will country and regional areas face competition from metropolitan and urban and 

large regional taxis, but they will also face competition from all taxis also within the country and 

regional zones. 

 

                                                           
2 These annual licence prices will increase by a factor of CPI – 0.5% on July 1 every year. 
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1.2.2  Licensing 

As a part of the Victorian Government’s reforms, the ability to access a new taxi licences in country 

and regional areas will be far less burdensome. 

Currently, if an individual made application to the regulator for a licence in a country area, their 

application would be subjected to rigorous analysis including looking at the demographics and 

existing levels of service in the area and seeking the views of existing licence holders in the area.  

This has meant applications have taken well over six months to be processed.   

Access to taxi licences from 30 June will be much easier.  The regulator refers to future licensing ‘as 

of right’, subject to a consumer interest test to ensure entry to the market is in the interests of taxi 

users.  This test is currently being finalised by the Taxi Services Commission and is not expected to 

serve as a significant barrier to new entry. An ‘excessive entry test’ with a similar objective will apply 

to the metropolitan and urban and large regional zones.  Whilst it is not yet possible to be definitive 

about the terms of these tests, it is true that this approach represents a significant relaxation of 

regulation around access to new licences.   

Naturally, this increases the potential for competition in all areas of the state, but particularly so in 

country and regional areas due to the impact of price deregulation and the visibility of existing 

service providers in a country or regional town.  This will mean that existing industry players are 

likely to face far greater competition if they don’t satisfy the community, particularly if they charge 

inflated fares.  A high price also acts as a strong indicator to prospective market entrants. 

1.2.3  Affiliation requirements 

In the past it was a requirement that every taxi be affiliated with an accredited Network Service 

Provider.  As part the reforms this requirement has been removed and an operator of a taxi licence 

will be able to apply to the TSC to operate independently of a network.  This creates considerable 

competitive pressure on existing networks, as supply of operator affiliates is not assured and the 

threat from networks in proximate service areas is enabled by changes to licence zones. 

1.3 Price notification 

In Victoria, the price a taxi is allowed to charge has historically been set by Government.   

The recently passed Transport Legislation Amendment (Further Taxi Reform and Other Matters) Act 

2014 will have the effect of deregulating taxi fare setting in the country and regional licence zones.  

Operators in these zones will be required to set their own prices and notify the TSC. The legislation 

also permits networks to make a notification on behalf of affiliated operators. 

This reform is commonly referred to as ‘price notification’ however the issues that arise in relation 

to this authorisation request are not just related to the requirement to notify fares, but primarily 

arise from the underlying deregulation of taxi fares which will require networks to set a consistent 

maximum fare schedule. 
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There is no direct ability for the regulator to prevent the taxi business from implementing a notified 

fare schedule. However, the Essential Services Commission has been asked to monitor the prices 

charged in country and regional areas and the TSC will receive information on pricing as a statutory 

requirement.  This should be seen as a form of quasi-regulation, leaving the door open for a 

regulatory response should the market behave in ways which are not expected or intended. 

In a submission in response to the TSC’s price notification policy consultation paper, Dr David 

Cousins AM, Adjunct Professor and Victorian Taxi Industry Inquiry Commissioner reflected on the 

intent of the reforms to fare setting in country areas stating that “The Taxi Industry Inquiry 

considered that there could be a shift to lighter-handed forms of prices oversight in the taxi industry, 

provided other measures were also taken to enhance competitive pressures.” 

 

2 Impact of price deregulation 

2.1 Offending behaviour 

It is reasonable to assume that following fare deregulation proposed to be in place by 30 June 2014, 

taxi operators who form part of a co-operatively structured multi-operator network in country and 

regional licence zones will seek to set a common maximum schedule of fares for their booked and 

contracted services to maintain the integrity of the network.  The ramifications of an inability to do 

so are explored below. 

It is the VTA’s understanding that any such arrangements or understandings to achieve this could 

represent a breach of provisions of the Competition and Consumer Act 2010 on the basis that this 

could be perceived as competitors engaged in collusive price setting. 

2.2 Impact on network business models 

Should operators who form part of co-operatively structured multi-operator networks in country 

and regional licence zones not be able to set a consistent schedule of maximum fares for their 

booked and contracted services, it is the VTA’s view that network dispatch systems would be 

fundamentally undermined to such an extent as to render the network unworkable. Without 

authorisation country networks will not be able to undertake the simplest tasks.  

In the case of co-operative networks, individual operators have come together to provide a central 

point of contact for their services in response to the market.  Operators agree to share in a random-

allocation of work based on availability and proximity, an arrangement which would be 

compromised if customers begin to seek service from particular taxis through the network on the 

basis of price.  Dispatching work would be next to impossible if each individual taxi affiliated to a 

network was required to offer a different price or risk being perceived to be in contravention of 

competition law.   A network would not be able to operate in this context, and if it could, would 

offer a vastly diminished service to the customer.  
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Upon receiving a booking the network would not be able to provide the customer with any 

guarantees regarding the fare they would be charged. This will inevitably lead to conflict between 

drivers and the public, the public and the network, and the co-operative members of the network.  

This conflict itself could lead to breaches of competition or consumer law.  

It would become far more difficult to book a taxi should there be a lack of cooperation between 

operators.  The failure of a network would result in instances of service delivery failure because jobs 

that could not be serviced at the preferred time by an individual taxi could not be effectively 

referred to another available taxi, this is the reason networks have formed. Whist it will be possible 

for individual operators to seek more licences to service demand they cannot cover with existing 

vehicles.  This may lead to inefficient entry and over capacity in the industry with higher costs for 

users.  

The impact would be yet more severe for contractors of taxi services, such as the Department of 

Veterans’ Affairs.  Such agencies would be required to establish a service contract with various 

individual operators.  If the operator offered a job under the contract was not able to fulfil the 

booking, the contractor would effectively have to fill the role formerly performed by the network to 

identify the best placed operator to satisfy the job requiring service.   

Furthermore, it would not be possible for individual operators to efficiently refer contracted work 

between themselves without establishing complex sub-contracting arrangements and potentially 

risking their reputation and relationship with the contracting party as a result.  

It is also important to consider, co-operative networks will continue to face competition from other 

networks in the same licence zone, which is particularly relevant to contracted work.  For example, 

the Department of Veterans’ Affairs could tender for the provision of transport services in a 

geographic area which may be able to be serviced by several networks. 

2.3 Without authorisation 

Should authorisation to agree a schedule of maximum fares not be granted by 30 June 2014, it is the 

VTA’s position that the affected multi-operator co-operative networks would quickly be rendered 

inoperable, with the fundamental inability to continue to operate the network as a co-operative 

leading to their rapid collapse. 

The co-operative description of multi-operator country networks extends far beyond a mere 

technical description of the entity and its governance structures.  The term underpins how and why 

these entities both exist and function.  

As discussed in the application, these groups were formed and formalised to ensure an efficient use 

of the taxis in any given region or licence zone. The nature of the work as well as the versatility and 

transferability of the product meant that it was more efficient and productive for taxi operators to 

work co-operatively to fulfil booked work, as opposed to competing with one another. The market 

effectively demanded this of them. Customers wanted a central point through which they could 

book a taxi - as a result, co-operative networks formed.  These networks are constituted of a group 
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of operators from a region or licence zone that came together and pooled their resources to ensure 

the customer’s preferred means of accessing taxis was achieved.   

These networks developed as not-for-profit entities funded through the base fees paid by members 

of the co-operative. Co-operation and equality amongst the members was, and remains, paramount. 

Most importantly, the co-operative structure is premised on an understanding that booked work will 

be distributed in a random manner generally based on geographic proximity to the job.  Without this 

understanding, confidence in the network would be lost and it would quickly lead to conflict and 

dissatisfaction.  For example, should work begin to be allocated based on the price of taxis in the 

network, the network would quickly break down. 

Without a common maximum price, the work of the network would be vastly more complex and 

factors including wait time would also be affected as the cheapest taxi may not be available or even 

the next available after that. The premise on which these networks are built, ‘the random allocation 

of work’ would be dissolved. Importantly, without authorisation, networks would not be able to 

resolve disputes because they, as competing operators, would not be in a position to discuss the 

contentious issue – price – without risk of breaching competition law.     

A central role of the network is to offer the customer advice on features such as likely wait time and 

price. This would be undermined without the ability to agree a common maximum schedule of fares 

and compromise the ability to dispatch work based on nearest available taxi. 

2.4 Existing competition 

Under the existing regulatory regime, taxis in country and regional areas face competition from hire 

cars, community and public transport services.   

Hire car licence conditions stipulate that all trips must be pre-booked.  In metropolitan taxi markets, 

this requirement acts to significantly constrain the potential for hire cars to compete with taxi 

services.  However, considering that over 90 per cent of taxi work in country and regional areas is 

pre-booked, competition from hire cars in this market is very real.  Hire cars currently compete 

particularly strongly with taxis for contracted work, for example for contracts with the Department 

of Veterans’ Affairs, but also have the capacity to compete for booked work with lower set-up costs 

and operational overheads than taxis.   

As part of the current suite of industry reforms, a number of changes have been made to the rules 

for hire cars.  Most significantly, until recently hire cars were required to meet the luxury vehicle tax 

threshold.  This has now been removed to enable any non luxury vehicles which are less than 2.5 

years old and have side-curtain airbags to be registered as hire cars.  This effectively increases the 

potential of hire cars to strongly compete with taxis for regular booked taxi work and considerably 

reduces the cost of entering the hire car market and the associated ongoing operating costs. 

A growing network of government funded community transport service options increasingly 

compete with taxis for the patronage of clients of local organisations, such as medical facilities, aged 

care service providers and educational facilities.   
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2.5 Scope of application 

The application seeks to secure authorisation for the making of or giving effect to contracts, 

arrangements or understandings between two or more taxi operators who form part of a multi-

operator co-operative booking network in country or regional taxi licence zones as to maximum 

fares charged for booked and contracted taxi work. 

Booked work refers to all taxi trips booked through the central communications system provided by 

the booking network which then provides a random allocation of work to affiliated operators.   

Contract work refers to trips that are provided in accordance with the provisions on a contract held 

between an organisation, such as the local hospital or aged care facility, and the booking network.  

These contracts may stipulate agreed fare rates, set-priced fares or metered fares. 

Booked and contract work represents over 90 per cent of taxi work in country and regional areas. 

Authorisation would not extend to work that is done at a rank and hail level, where legitimate 

potential for operators to compete does exist.   

This application for authorisation is limited to the ability to agree a schedule of maximum fares for 

the provision of booked and contracted services, and would not prevent affiliates from providing a 

service at a rate less than the maximum. 

The application does not seek to prevent an individual operator or driver from offering a discount 

when they see fit, or prevent operators affiliated with the network from opting to notify their 

individual fares to the TSC if they do not wish to conform to the network's fare structure. 

It is reasonable to assume for example, that an individual operator would seek to establish a direct 

relationship with regular taxi users by offering discounted fares. 

2.5.1 Defining the market 

The relevant market is the market for the provision of taxi services in the country and regional taxi 

licence zones of Victoria.  At its narrowest, it could be limited to the existing local service areas, 

however, we content that it is at a minimum a regional market that covers a number of local service 

areas and at its broadest a single market for all country and regional taxi licence zones. 

There are currently 16 service areas which are serviced by 18 multi-operator co-operative networks 

which would be affected by this authorisation, see Figure 1.  This application covers all multi-

operator co-operative networks in Victoria. 
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Figure 1 - Impacted service areas with multi-operator co-operative networks 

Network 

location 

No. of Taxis Number of  

networks 

Bairnsdale 10 1 

Maryborough 3 1 

Mildura  14 2 

Moe 12 1 

Morwell 12 1 

Portland 8 1 

Sale/Maffra 12 1 

Shepparton 23 2 

Wy Yung 3 1 

Wangaratta  11 1 

Warrnambool 19 2 

Wodonga 13 1 

Echuca  9 1 

Emerald 7 1 

Pakenham 9 1 

Yarra Valley 5 1 

 

In these service areas there are between one and two multi-operator co-operative networks. The 

networks concerned range in size from 3 to 15 affiliated vehicles.  A map showing their location in 

blue pins is provided at Figure 2.  In three cases, these service areas have competing network 

services, all of which have developed in the past few years. 

The current service areas range in population size from 5,8133 in the case of Emerald on the 

outskirts of Melbourne, to 60,4494 in the case of Shepparton.  

The Victorian Taxi Industry Inquiry final report makes the following observations about country taxi 

markets:  

“...country and regional markets have a number of distinguishing features. These include 

smaller market sizes, less developed public transport networks, proportionately higher 

demand by elderly customers, high rates of pre-booked services compared to rank and 

hail work, higher market concentration of networks and a model of operation dominated 

by owner-drivers.”
5
 

There are no notable suppliers.   

Significant acquirers, other than regular individual taxi users, are local disability service 

organisations, aged care facilities, medical facilities and the Department of Veterans Affairs.  These 

acquirers often maintain service contracts with the local network for transportation of patients, 

participants, veterans or otherwise eligible individuals. 

                                                           
3 ABS 2011 Census, Emerald SSC 
4 ABS 2011 Census, Shepparton-Mooropna UCL 
5 Victorian Taxi Industry Inquiry – Final Report, p.220. 
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Available substitutes for taxi services include hire cars, community and public transport. 

Outlined changes to taxi licensing and zoning have all but removed any restriction on the supply or 

acquisition of taxi services within local areas. 

2.5.2 Term 

Authorisation is sought for a period of five years.  

Considering the degree of regulatory change over the coming six months and beyond, it is vital that 

the industry is afforded the opportunity to respond to new policy signals and the impacts of various 

changes be fully appreciated by the time this authorisation is reviewed.   

The impacts on competition within the market can only be understood once the initial turbulence of 

reform has calmed and the full effect can be observed without distortion.  The VTA anticipates the 

maturing of the market is likely to take several years from the implementation of most key reforms 

from July 2014.  

It is the VTA’s considered opinion that change may well begin to occur to the structure of the taxi 

industry in Victoria in the short to medium term.  However, this change will take time to bed down 

and the structures that result will need to mature.  For this reason we believe a minimum 

authorisation period of five years is required to ensure the more significant structural changes have 

occurred. 
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3 Potential detriments 

Due to the change to the regulatory structure of the industry, the benefits that a well functioning 

network delivers for taxi users far outweighs any detriment that could be caused by authorisation, 

which this submission argues is small.   

As a result of the transition to ‘as of right’ licensing with limited controls, the ability of taxis in the 

future to move and work anywhere within their allocated zone across the state, and the removal of 

fare regulation in country and regional taxi zones, the potential for competition is greater than it has 

ever been.   

Should incumbent taxi operators and networks behave in such a way as to unreasonably burden 

customers with high fares, or fail to satisfy the market in any other way, there will be very low 

barriers to entry for competitors.  Further, the ‘consumer interest test’ currently being finalised aims 

to ensure entry is in the interest of users and will have regard to the price proposed to be charged by 

a new licence applicant relative to existing prices, therefore unreasonable prices will be a clear signal 

for likely successful new entry to the market. 

The evidence presented in this submission indicates that the only legitimate opportunity for strong 

competition in country and regional networks is between competing networks, not within them. 

It is the VTA’s position that there is no genuine potential for competition between existing operators 

who comprise multi-operator co-operative networks for booked and contract work. Taxi services can 

only be efficiently provided through networks, not on the basis of individual operators as has been 

discussed above. 

The concern that may be seen to arise from the conduct to be authorised is that all the operators in 

a network may charge in accordance with the common maximum fare schedule.  However this is 

constrained by the actual competition where two networks exist and from hire cars, as well as 

potential competition from neighbouring networks in any area.  In addition, this submission 

contends that without a common maximum fare schedule, networks would break down and the 

efficiencies that come with networks would disappear, resulting in increased costs to consumers. 
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4 Potential benefits 

As previously outlined, this authorisation would not have the effect of significantly limiting 

competition due to the context of concurrent industry reforms.  Further, it is the VTA’s contention 

that competition is most effective at the network level.   

As has been indicated, the new arrangements will have significant benefits to consumers.  The 

barriers to entry to the market have been significantly reduced and the potential for competition in 

the country and regional taxi markets in Victorian is therefore very real and will significantly 

increase. This will constrain fares and is also likely to manifest itself in the provision of high quality 

services. 

4.1 Competitive potential 

Should authorisation be granted, the potential for competition between networks will remain and in 

fact be enhanced by forthcoming reforms to the industry.  A recent trend has shown an increasing 

number of competitor networks emerge where the market can sustain more than one taxi network.  

4.1.1  Competing local networks 

In three of the service areas identified in Figure 1, Mildura, Warrnambool and Shepparton, there is 

already more than one network competing for work.  Importantly, this competition has emerged 

during a period of comprehensive and restrictive regulation and demonstrates the level where 

competition in the industry is most achievable. This competition is only likely to increase under the 

new regulatory regime. 

It appears that a market needs a carrying capacity for around 12 to 13 taxis in order to offer the 

necessary scale for two competing networks.  However, there are other examples where 

competition or the potential for competition exists between the networks of proximate taxi markets 

or on a regional basis, as outlined in more detail below.  

4.1.2  Competing regional networks 

As discussed, from July 2014, Victoria’s current 74 country taxi licence zones will be revised to two – 

the country and regional taxi zones, within which any licensed taxi can operate. Currently, a taxi can 

only do booked work wholly within their licence zones which is defined by a kilometre radius around 

the GPO of town or regional city. As of 30 June 2014, country taxis will be free to work anywhere in 

the country zones, the same for the regional zone – that is, there will no longer be a restriction to 

work within a certain proximity of  a particular town or regional city.  

It is reasonable that formerly town based networks could be reformed to offer service across a 

region, creating competition between networks at a regional rather than town level.  This may 

involve a transition phase where taxis affiliated with existing town-based networks could explore 

proximate markets.  This competition is facilitated by the ability to compete on price between 

networks and is fuelled by the complementary reforms to licensing. 
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How far a taxi will be prepared to travel to pick up or drop a passenger is difficult to measure and 

will be influenced by a number of variables. Essentially the taxi's driver and/or operator will make a 

decision based on the opportunity cost of leaving the area in which they are based. Variables that 

will influence the decision include, demand in the area where the taxi is based, demand in the area 

where the taxi is travelling to, and the associated cost with the movement of the taxi and the ability 

of the fare to cover those costs.   

Importantly, the ability for country operators to set their own price can help alleviate some of the 

concerns associated with moving from one area to another and reduce the opportunity costs 

associated with such movements. The ‘booking fee’ is a fee charged to passengers to account for 

'dead running' - the costs associated with moving the taxi from its location to the location of the job 

without a paying customer. Under the price notification system there is nothing to stop an operator 

deciding that they will work further afield and increasing this charge, either outright or by offsetting 

it against the kilometre rate they charge.  

Of direct relevance to this discussion is the fact that country taxis already do extended work outside 

their taxi zone.  The only current restriction is that they just cannot fulfil trips wholly within zones 

other than their own. For example, it is not unusual for country taxis to travel to Melbourne airport 

to pick up or drop off local passengers, even when one leg of the trip is done without paying 

passenger. Taxi services as far afield as Lakes Entrance and Portland routinely do this work.  

It is hard to evaluate how individual taxi operators and taxi drivers will view the opportunity costs 

associated with moving further afield to pursue work. It is, however, undisputable that the 

opportunity will exist as the restrictions to do so have been removed. It would seem that this reform 

is premised on the view that taxis will move around more freely, without this assumption 

underpinning it, it seems hard to justify the decision to reform the existing licence zone boundaries. 

Importantly, there is already a culture of working outside of the zone well established within the 

Victorian taxi industry.  

The Regulatory Impact Statement (RIS) which considered the impact of the proposed reforms to taxi 

licence zones by the TSC makes clear the intent of the removal of barriers to greater taxi movement 

within zones: 

“Therefore, the existing taxi zone structure largely restricts taxis to operating within a 

relatively small area - usually the environs of a single town, or a small number of adjacent 

towns. By contrast, the move to a structure in which all non-metropolitan areas of Victoria 

are divided into only three zones will substantially expand the potential area of operation of 

most non-metropolitan taxis. In doing so, it will substantially reduce the existing barriers to 

competition between taxis based in different areas, thus creating the potential for a 

significant increase in competition.”
6
 

                                                           
6 Regulatory Impact Statement - Transport (Compliance and Miscellaneous) Act 1983, Declaration of Taxi 

Zones, February 2014, available online at: http://www.taxi.vic.gov.au/taxi-reform/reforms-in-progress/new-

taxi-zones#determination, pp. 16-17. 
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Figure 2 – Network service providers, Gippsland area, Victoria 

Blue pins indicate the location of multi-operator co-operative networks in the country and regional licence zones 

Red pins indicate the location of all other network service provider, other than those that service the Melbourne 

metropolitan zone  

As Figure two clearly demonstrates, there is a strong potential for competition in the Gippsland 

region.  There are five co-operative networks servicing Gippsland, as well as an additional seven 

other networks that would be well placed to compete.  Not indicated on the map is a network that 

exists in Lakes Entrance, further east of the co-operative networks in Bairnsdale and Wy Yung. 

In this area, it is feasible that formerly town based networks could reform to offer service across the 

region with competition between regional networks rather than at a town level, with competition 

facilitated by the ability to compete on price and the complementary reforms to licensing. 

 

  



16 

 

Figure 3 – Network service providers, Western Victoria 

* See legend for Figure 2 

There is also the strong potential for competition in Victoria’s west. Warrnambool and Portland both 

host multi-operator networks, which are close enough to reasonably compete, compounded by 

pressure from existing networks in Hamilton, Colac and Terang. 
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Figure 4 – Network service providers, metropolitan outskirts, Victoria 

* See legend for Figure 2 

Existing Pakenham, Emerald and Yarra Valley zoned taxi licences have been allocated to the regional 

zone on the basis of licence value considerations and because their service areas fall within the 

approximate population range nominated for the regional zone.   

However, the rapid urban development of the Pakenham area means development is continuous 

with the Melbourne metropolitan area.  Emerald and the surrounding communities and the service 

areas of Yarra Valley taxis also adjoin the metropolitan zone.  As a result, all these areas face real 

and imminent competition from metropolitan, urban (such as Dandenong and Frankston) and other 

proximate regional (such as Yarra Valley) taxis. 
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Figure 5 – Network service providers, North-Eastern Victoria 

* See legend for Figure 2 

Similar to the scenario described in the Gippsland region, competition between existing networks in 

North-Eastern Victoria will be facilitated by the reforms to fare setting, zones and licensing.  There 

are five co-operative networks servicing the area, as well as an additional 15 networks that would be 

well placed to compete. 

It is reasonable that formerly town based networks could be reformed to offer service across the 

major towns in the area creating competition between networks at a regional rather than town 

level.   
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Figure 6 – Network service providers, North-Western Victoria 

* See legend for Figure 2 

In North-Western Victoria there is great potential for competition to emerge between networks at a 

regional level.  There are four co-operative networks servicing the area, as well as numerous other 

networks that would be well placed to compete. 
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4.1.3  Franchising networks 

It is also important to acknowledge that network services can be provided by entities outside of the 

intended area of service, further increasing the competitive potential of new or existing networks 

across the state.   

Currently, a metropolitan network provides network services, namely the receipt and dispatch of 

taxi bookings, to several regional and country service areas, including Emerald, Yarra Valley and 

Warrnambool.   

Similarly, Ballarat taxi network provides network services to one of the Shepparton based co-

operative networks (of which there are two in the current Shepparton licence zone). In this model, a 

large co-operative network in Ballarat provides booking and dispatch services to another co-

operative network in Shepparton of which it is also a director and major shareholder. This 

significantly reduces the operating responsibilities of network affiliates in Shepparton and offers 

greater efficiencies thanks to the scale of the Ballarat network. 

It is realistic that this trend for outsourcing of services, or franchising of networks across multiple 

locations will increase, thereby exerting more competitive pressure on existing networks and 

operators. 

4.2 Network efficiencies 

There is theoretical and empirical support that taxi booking services deliver network efficiencies for 

customers and operators. These network efficiencies arise from a NSP having more available vehicles 

to match to customers and can offer shorter waiting times for booked services on average than a 

single taxi operator can. Shorter waiting times in turn encourage customers to call a network rather 

than an individual operator and enhance the value of the network to existing and prospective 

operators. 7 

Additional network efficiencies can arise from the cost advantages that a network has in creating 

awareness of the services offered by the operators in its network such as via a single brand, phone 

number, website and advertising.8 These efficiencies benefit customers by reducing time and effort 

transaction costs in searching for and booking taxis.9 

It is more efficient for a network to dispatch work if they are able to provide advice to customers on 

a common maximum fare payable for a planned trip.  Without this ability, the network would not be 

able to function as effectively because of the complexities that would develop in relation to issuing 

work that is pre-booked or negotiating a service contract with an external agency or business. 

Networks also play a pivotal role in ensuring service continuity in circumstances where taxis are 

required to be off the road for periods of time.  For example, when a recalibration of meters is 

                                                           
7 D. Biggar, ‘Why and How Should We Regulate Taxis?’, Paper prepared for the Victorian Taxi Inquiry 

Roundtable 2 September 2011, p. 19. 
8 Ibid. p. 20. 
9 C. Seibert, ‘Finding a Cab: A Better Deal For Taxi Customers’ in Policy, Vol. 22, No. 2, Winter 2006, p. 13. 
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required, whether by Government as it is currently or in the future as a result of a decision taken by 

the operator, country and regional operators need to travel to an approved meter sealer for the 

meter to be checked and sealed.  The network is able to coordinate such activities to ensure 

customers are not left without adequate service accessibility.  This would not be possible without a 

functioning network.  

Networks in country and regional areas provide the taxis in those areas with well over 90 per cent of 

their work, as acknowledged in the Victorian Taxi Industry Inquiry final report.  Without the ability to 

access this work, taxi operators would incur vastly increased costs as they tried to organise their own 

work and customers would find it difficult to access a timely taxi services due to the lack of 

coordination.   

What has traditionally happened, in taxi markets without an efficient network is that an informal 

network emerges between operators which sees work referred between operators directly in an 

attempt to service demand.  The development of new smartphone applications is expected to make 

this form of competition more feasible and efficient over time.10 However, in country and regional 

markets where mobile coverage and smartphone use is not as pervasive and taxi services are less 

densely distributed than in metropolitan areas, these technologies are expected to take many years 

to become feasible. 

4.2.1. Other productive efficiencies 

Networks deliver a range of other productive efficiencies in the delivery of taxi services in the form 

of scale efficiencies in the use of a range of taxi service inputs. These are more in the nature of firm-

size efficiencies rather than network efficiencies, but are another important benefit of operators 

joining together to operate as a network. There is also evidence that these scale efficiencies are 

particularly important for taxi businesses that fall within the lower size range in terms of annual 

passenger ridership and passenger kilometres and number of vehicles.11 

In the absence of these scale efficiencies from operating within a network, small country and 

regional operators are less likely to be able to invest in new technologies and innovative business 

practices that benefit the customer.  With a network in place, operators are able to come together 

to invest in such technologies for the customer, for example phone and computer dispatch systems.  

Networks are responsible for compliance with a range of regulatory requirements, including the 

provision of in-car GPS monitoring and back-to-base driver duress alarms and driver safety screens in 

some cases.  Economies of scale allow networks to deliver these complementary services at lower 

cost per taxi than would otherwise be achievable.  

For example, during 2011-12, the Victorian Government mandated the installation of security 

cameras in country areas with 10 or more taxis.  While this reform was later suspended, it 

                                                           
10 D. Seymour, ‘The End of Taxi Regulation’, Frontier Centre for Public Policy, Policy Series No. 105, May 2011. 
11 A.M. Pagano and C. E. McKnight, ‘Economies of Scale in the Taxicab Industry – Some Empirical Evidence from 

the United States’ in Journal of Transport Economics and Policy, September, 1983. 
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demonstrated the ability of the network in smaller areas to create an economy of scale which 

reduced the cost of the cameras to individual operators.  Consequently, this meant the need to pass 

on the price to the consumer was mitigated to some degree. 

4.2.2.  Customer service 

Without networks, other important aspects of customer services including safety, complaint 

handling and retrieval of lost property would be made more difficult and more costly.  In the case of 

complaints, it would require the customer to complain directly to the person with which they have 

had an issue. 

4.2.3. Conflict with drivers 

Should the network not be able to offer consistent advice to passengers about the maximum fare 

schedule, there is the potential to lead to conflict between drivers and passengers and an increase in 

the incidence of verbal and physical assaults on drivers due to fare uncertainties.  

4.2.4. Customer certainty 

From a customer service point of view, it is imperative that the network taking bookings for taxis be 

in a position to inform passengers of the approximate cost of the trip based on the schedule of 

maximum fares for an intended journey.  This would be made exceedingly difficult should affiliated 

operators notify divergent fare models.  

In late 2011, the Victorian Taxi Association commissioned AusPoll to measure community attitudes 

among Victorian residents towards taxi services. The results of this survey work demonstrated that 

92% of rural residents rated their local taxi service as excellent, good or fair, with the highest 

proportion rating it as good. 

The results also showed that 8 out of 10 respondents believe it’s easier to book a taxi with only two 

main phone numbers.  Despite the fact this element of the research was specific to the metropolitan 

context, it demonstrates customer preference towards accessing taxi services through a central 

phone number. 

4.2.5. Contract work 

In regional country areas a great deal of work is done with outside agencies, such as the Department 

of Veterans Affairs, aged care facilities and other community groups and businesses, where a central 

point of contact is required to ensure a price for that service can be arranged. Authorisation in this 

case would ensure this important process is able to continue while at the same time not limiting the 

ability of an independent operator or competitor network to offer an alternative service at a cheaper 

price. 

This is also supported by the fact that well over 90 per cent of all taxi work is either pre-booked or 

contracted through networks, which was acknowledge in the work of the Victorian Taxi Industry 

Inquiry, most likely because it is the most efficient way.  
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The Final Victorian Taxi Industry Inquiry report also noted: 

“The inquiry has no doubt that many country taxi operators are providing an excellent service 

and are dedicated to serving their local communities. Indeed, the inquiry’s Draft Report 

noted that the standard of taxi services was appreciably higher in country areas.”
12

 

  

                                                           
12 Victorian Taxi Industry Inquiry – Final Report, p.222. 
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5 Conclusion 

The Victorian taxi industry is currently being reformed, with the intent of increasing the potential for 

competition in the provision of taxi services. 

Multi-operator co-operative networks are networks that are comprised of local operators of taxi 

services who have come together to form a central communication point through which customers 

can most efficiently access their services. This structure has been formed and shaped by the market 

in response to the demands of the market. 

In country and regional taxi markets, where over 90 per cent of work is pre-booked, it is not possible 

for individual operators to compete efficiently for this work.  However, opportunity for competition 

between networks is real and will be facilitated by complementary reforms.  

Deregulation of taxi fares in country and regional licence zones will allow greater competition.  

However, without the ability set a consistent maximum schedule of fares for their services, 

operators within co-operative networks risk breaching provisions of federal competition law and 

therefore threaten the future of these networks. 

Without the ability to agree a maximum schedule of fares within a network, co-operative networks 

would quickly be rendered inoperable and collapse. 

As a result, the VTA has prepared this application for authorisation. Importantly, authorisation would 

not extend to work that is done at a rank and hail level, where legitimate potential for operators to 

compete does exist.   

Authorisation would be limited to the ability to agree a schedule of maximum fares for the provision 

of booked and contracted services, and would not prevent affiliates from providing a service at a 

rate less than the maximum. 

The application does not seek to prevent an individual operator or driver from offering a discount 

when they see fit, or prevent operators affiliated with the network from opting to notify their 

individual fares to the TSC if they do not wish to conform to the network's fare structure. 

Alongside the deregulation of country and regional taxi fares, there is a suite of complementary 

reforms soon to be implemented, namely to licensing, license zones and affiliation requirements 

which will have the effect of reducing barriers to entry to the industry and significantly increasing 

the potential for competition. 
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Appendix A 

Current parties to this application 

This application seeks to secure authorisation for the making of or giving effect to contracts, 

arrangements or understandings between two or more taxi operators who form part of a multi-

operator co-operative booking network in country or regional taxi licence zones as to maximum 

fares charged for booked and contracted taxi work.  

Authorisation would cover operators affiliated with VTA multi-operator member networks in country 

and regional taxi licence zones now and in the future. 

The following pages list affiliated operators of such member networks and provide evidence of their 

consent to be a party to this application. 

 




