Taxi services for passengers

By Decision No. 553 of 17 July 2007 the CPC adopted a position on Draft Ordinance for amendments to Ordinance No. 34 on Taxi Transport for passengers. The legal proceedings were initiated upon request of the Ministry of Transport in relation to a proposal by organisations of taxi drivers on determining the price of taxi services. 
The representatives of taxi drivers have proposed either a provision to be introduced in the legislation whereby the municipal council shall determine a uniform tariff for taxi services on the territory of the respective municipality, or taxi drivers’ organisations to be given the authority to determine a minimum price for providing the service. 

The CPC carried out an impact assessment of possible regulation of the prices of taxi services by taking into account the arguments for setting a uniform tariff, maximum and minimum price, as well as the effect that each one of those variants would produce on the functioning of the market and the interests of customers. The experience of EU Member States was also taken into account. 

The CPC has opposed any form of price regulation. The CPC has held that the fixing of prices at a certain level would create problems for the effective functioning of the market and would eradicate the opportunity for price changes to function as a signal for the balance between supply and demand, which exists on a market with effective competition. The introduction of a uniform tariff would also eradicate price competition and would deprive customers of their free choice. Such a solution would not provide opportunities for taking into account the differences in the quality of the provided service and the advantages of certain taxi drivers over the others – e.g. those taxi drivers who are driving high class cars and offer greater travelling comfort or additional services to the customers. It will be difficult for customers to make the right choice as they will never know what kind of service they will receive for the fixed price they are expected to pay. 
The maximum price could be used as a mechanism for coordinating the increase of prices which would lead to setting of prices that are very close to the maximum prices. Another problem in determining the maximum price is that it might restrict the choice of customers because it provides fewer stimuli for offering services of higher quality. The CPC underlines that the interests of customers can be protected through raising their awareness with regard to prices and procedure for submitting complaints. 

The purpose of the minimum price is to ensure that the standards of quality and safety have been adhered to. The minimum price, on its own, cannot ensure quality. The most efficient way of ensuring quality and safety is through control over the standards that cars and drivers shall adhere to. Minimum prices protect the existing participants in the market from competition and restrict the opportunities for price competition. Everyone aims at selling its goods or services at the highest possible price. Competition leads to reducing prices with the aim of attracting the attention of customers. The minimum tariff eliminates the stimulus of drivers and taxi companies to look for more effective and innovative ways to stay on the market which would inevitably lead to lower prices of the delivered service to the advantage of customers. 

The CPC has held that price deregulation allows the companies to compete between themselves by offering different combinations of price and quality of the service to the customers thus providing them with greater choice. 

The CPC has held that the interests of customers can be protected with methods that are less restrictive to competition than price regulation. The CPC also has held that the municipal councils shall exercise effectively their competences envisaged under the Law on Automobile Transport, and further to consultations with the organisations of taxi drivers, shall determine the number of taxis operating on the territory of a given municipality as well as the conditions and the procedure for allocating them among taxi companies. The CPC proposal envisages the number of taxies to be reviewed on an annual basis for the purpose of avoiding the closing of the market for a long period of time and for the purpose of strengthening the disciplinary role of competition. 

