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In the majority of North American cities,  Table 1
existing laws do not control or make

any provisions for activities related to
ride-sharing applications. As a result,
they operate in a grey zone. Like cer-
tain European cities, Vancouver and

Montreal have chosen to oppose the

operation of such services. A more

Numbers and prices of taxi licences

NUMBER OF LICENCES AVERAGE PRICE OF A LICENCE

Montreal

realistic solution, and one that would (December 2015) 4,438 $190,000
be more beneficial for the economy Svdne

and for the population as a whole, (2%114) y 7,347 $367,000
would be to legalize ride-sharing ap-

plications, simplify the regulatory g;rl)berra 316 $247,000

framework, and offer reasonable com-
pensation to holders of taxi licences,
taking inspiration from places around

Sources: Australian Taxi Industry Association, “State & Territory Taxi Statistics as at December 2014,”
2014; Service Canada, Taxi and Limousine Drivers and Chauffeurs, December 10, 2015; Ville de
Montréal, Statistiques de I'industrie du taxi, 2015.

the world that have adopted such
reforms.

AUSTRALIAN REFORMS

One of the first countries where transportation
activities have been liberalized is Australia. The
Australian Capital Territory (which contains the
city of Canberra) and the state of New South
Wales (which includes the city of Sydney) decid-
ed a few months ago to legalize ride-sharing
applications. In the process, these governments
are also greatly simplifying and modernizing the
regulatory burden surrounding the taxi industry.

On the one hand, the reform introduced by the
Australian Capital Territory in October 2015
eliminates the privileged status of existing taxi
dispatch companies, putting them in direct
competition with applications like Uber under
the same legal status of Transport Booking

Services. For ride-sharing drivers, there will be require-
ments to fulfill in order to guarantee the safety of the
service. According to the information available, the dir-
ect annual cost related to these requirements will be less
than A$100, plus insurance costs.'

In addition, the new regulatory framework eliminates all
of the administrative costs related to operating a trad-
itional taxi, except for insurance and the annual cost of
renting a taxi licence. This last item, paid by drivers who
are not themselves licence owners,? will fall from $20,000
to $5,000.2 Training requirements will also be reduced to
what is actually necessary to ensure service quality and
client safety.

One study estimated that after five years, this reform
would generate a net annual benefit of $3.5 million a
year for residents of Canberra.# Certain distinctions re-
main between taxi drivers and ride-sharing drivers, the
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most important being that only taxi drivers can
pick up spontaneous fares.

This privilege will also be preserved for drivers
working in the state of New South Wales. This
regulation offers a considerable advantage
given that in Sydney, the capital of this state,
spontaneous fares represent around 70% of
taxis’ sales revenue.” Additionally, the number
of available taxi licences will continue to be
regulated.

Finally, in New South Wales, owners of taxi li-
cences will receive compensation for their finan-
cial losses stemming from the regulatory change.
The government therefore recognizes its share
of responsibility in the difficult situation of cer-
tain taxi owners who have incurred substantial
costs for the right to ply their trade. The object-
ive is to indemnify drivers who own one, or up
to two, licences.

The details of this assistance to the industry re-
main to be clarified, but official documents
mention an amount of $20,000 per licence for
long-time owners.® More recent owners would
be compensated more generously, by an amount
that could go up to $175,000 for a licence pur-
chased in 2015, which is less than half the aver-
age price of a licence (see Table 1 for numbers
of licences and average prices).

These compensations will be financed in their
entirety by a temporary $1-per-ride tax, applic-
able both to traditional taxis and to services like
Uber. In all, the government of New South Wales
estimates that the compensation offered to the
traditional taxi industry should reach $250 mil-
lion over five years. The reduced administrative
burden should for its part entail annual savings
of $30 million.”

THE SITUATION IN CANADA

Two weeks ago, Edmonton became the first Canadian
city to officially announce the legalization of ride-sharing
applications.® Companies will have to pay $70,000 a year
to the City to operate their services, as well as six cents
per ride to finance the costs of implementing the regula-
tion. Their drivers will all need to have insurance in order
to offer the service. No compensation has been offered
to taxi drivers, despite the predictable reduction in value
of their licences.

Toronto, Ottawa, and Waterloo have announced their in-
tention to reform their regulations in order to allow ride-
sharing applications to operate. This is also the path
suggested by the Canadian Competition Bureau.?

CONCLUSION

Like all technological innovations that meet a fundamen-
tal need, ride-sharing applications will continue to exist
and evolve, in spite of the opposition of certain cities and
the taxi industry’s rearguard actions. The best way to
break through this impasse is to allow competition, and
ideally to accompany this reform with a compensation
plan for those who find themselves, today, prisoners of
an obsolete system.
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