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Taxi and Private Hire Vehicle Licensing: Best Practice Guidance

Quantity Restrictions of Taxi Licences outside London

29. The present legal provision on quantity restrictions for taxis outside London is set out in section
16 of the Transport Act 1985. This provides that the grant of a taxi licence may be refused, for the
purpose of limiting the number of licensed taxis 'if, but only if| the [local licensing authority] is
satisfied that there is no significant demand for the services of hackney carriages (within the area to
which the licence would apply) which is unmet'.

30. Local licensing authorities will be aware that, in the event of a challenge to a decision to refuse a
licence, the local authority concerned would have to establish that it had, reasonably, been satisfied
that there was no significant unmet demand.

31. Most local licensing authorities do not impose quantity restrictions; the Department regards that
as best practice. Where restrictions are imposed, the Department would urge that the matter should be
regularly reconsidered. The Department further urges that the issue to be addressed first in each
reconsideration is whether the restrictions should continue at all. It is suggested that the matter should
be approached in terms of the interests of the travelling public - that is to say, the people who use taxi
services, What benefits or disadvantages arise for them as a result of the continuation of controls; and
what benefits or disadvantages would result for the public if the controls were removed? Is there
evidence that removal of the controls would resuit in a deterioration in the amount or quality of taxi
service provision?

32. In most cases where quantity restrictions are imposed, vehicle licence plates command a premium,
often of tens of thousands of pounds. This indicates that there are people who want to enter the taxi
market and provide a service to the public, but who are being prevented from doing so by the quantity
restrictions. This seems very hard to justify.

33. If a local authority does nonetheless take the view that a quantity restriction can be justified in
principle, there remains the question of the level at which it should be set, bearing in mind the need to
demonstrate that there is no significant unmet demand. This issue is usually addressed by means of a
survey; it will be necessary for the local licensing authority to carry out a survey sufficiently
frequently to be able to respond to any challenge to the satisfaction of a court. An interval of three
years is commonly regarded as the maximum reasonable period between surveys.

34. As to the conduct of the survey, the Department's letter of 16 June 2004 set out a range of
considerations. But key points are:

m  the length of time that would-be customers have to wait at ranks. However, this alone is an
inadequate indicator of demand; also taken into account should be...

®  waiting times for street hailings and for telephone bookings. But waiting times at ranks or
elsewhere do not in themselves satisfactorily resolve the question of unmet demand. 1t is also
desirable to address...

m latent demand, for example people who have responded to long waiting times by not even trying
to travel by taxi. This can be assessed by surveys of people who do not use taxis, perhaps using
stated preference survey techniques.

m  peaked demand. It is sometimes argued that delays associated only with peaks in demand (such
as moming and evening rush hours, or pub closing times) are not "significant' for the purpose of
the Transport Act 1985. The Department does not share that view. Since the peaks in demand are
by definition the maost popular times for consumers to use taxis, it can be strongly argued that
unmet demand at these times should not be ignored. Local authorities might wish to consider
when the peaks occur and who is being disadvantaged through restrictions on provision of taxi
services,
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m  consultation. As well as statistical surveys, assessment of quantity restrictions should include
consultation with all those concerned, including user groups (which should include groups
representing people with disabilities, and people such as students or women), the police, hoteliers,
operators of pubs and clubs and visitor attractions, and providers of other transport modes (such
as train operators, who want taxis available to take passengers to and from stations};

m publication. All the evidence gathered in a survey should be published, together with an
explanation of what conclusions have been drawn from it and why. If quantity restrictions are to
be continued, their benefits to consumers and the reason for the particular level at which the
number is set should be set out.

m financing of surveys. It is not good practice for surveys to be paid for by the local taxi trade
(except through general revenues from licence fees). To do so can call in question the impartiality
and objectivity of the survey process.

35. Quite apart from the requirement of the 1985 Act, the Department's letter of 16 June 2004 asked
all local licensing authorities that operate quantity restrictions to review their policy and justify it
publicly by 31 March 2005 and at least every three years thereafter. The Department also expects the
justification for any policy of quantity restrictions to be included in the five-yearly Local Transport
Plan process. A recommended list of questions for local authorities to address when considering
quantity controls was attached to the Department's letter. (The questions are listed in Annex A to this
Guidance.)

Taxi Fares

36. Local licensing authorities have the power to set taxi fares for journeys within their area, and most
do so. (There is no power to set PHV fares.) Fare scales should be designed with a view to
practicality. The Department sees it as good practice to review the fare scales at regular intervals,
including any graduation of the fare scale by time of day or day of the week. Authorities may wish to
consider adopting a simple formula for deciding on fare revisions as this will increase understanding
and improve the transparency of the process. The Department also suggests that in reviewing fares
authorities should pay particular regard to the needs of the travelling public, with reference both to
what it is reasonable to expect people to pay but also to the need to give taxi drivers sufficient
incentive to provide a service when it is needed. There may well be a case for higher fares at times of
higher demand.

37. Taxi fares are a maximum, and in principle are open to downward negotiation between passenger
and driver. It is not good practice to encourage such negotiations at ranks, or for on-street hailings;
there would be risks of confusion and security problems. But local licensing authorities can usefully
make it clear that published fares are a maximum, especially in the context of telephone bookings,
where the customer benefits from competition. There is more likely to be a choice of taxi operators
for telephone bookings, and there is scope for differentiation of services to the customer's advantage
(for example, lower fares oft-peak or for pensioners}.

38. There is a case for allowing any taxi operators who wish to do so to make it clear - perhaps by
advertising on the vehicle - that they charge less than the maximum fare; publicity such as '5% below
the metered fare' might be an example.
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