Air Weapons and Licensing (Scotland) Bill: Introductory Questions

Thank you for responding to the Local Government and Regeneration Committee's Call for Evidence
on the Air Weapons and Licensing (Scotland) Bill. All submissions will be examined and considered
as part of the Committee's scrutiny of the Bill.
Please be aware that questions marked with an asterisk (*) require an answer before you can submit
the form.
Follow the Local Government and Regeneration Committee's Twitter feed - all Committee tweets on
this Bill will have the hashtag #aw&lbill.

*1. Please supply your name and contact details:
Name:
Organisation:

Sheila Scobie
Competition and Markets
Authority

Address 1:
Address 2:
City/Town:
Postcode:
Country:
Email address (if no email leave blank):
Phone Number:
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*2. Please confirm that you have read and understood the Scottish
Parliaments “Policy on the treatment of written evidence by subject and
mandatory committees”:
Yes

*3 Please confirm whether you are content for your name to be published
with your submission:
Yes
No

*4. Which of the three categories below best describes your interest in the
Bill (please tick only one)?

Personal
Professional
Commercial

*5. Do you wish your email to be added to the Committee’s distribution list
for updates on progress of the Bill:
Yes
No
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*6. Invitations to give oral evidence to the Committee on the Bill will be
based on the submissions received. If you wish your submission to be
included amongst those considered for possible invitation to give oral
evidence, please indicate here.
Yes
No

*7. You may answer questions on the entire Bill, or on any part of the Bill.
Please indicate which parts of the Bill you are responding to? (You may
select as many options that apply).
All of the Bill
Equalities, climate change and other Scottish Government objectives
Air Weapons
General licensing issues
Alcohol licensing
Civic licensing – taxi/private hire car licensing
Civic licensing – scrap metal dealers
Civic licensing – theatre licensing
Civic licensing – sexual entertainment venues

Page 3 of 9

Local Government and Regeneration Committee – Air Weapons and Licensing (Scotland) Bill

Name/Organisation:

CMA

4. Taxi and Private Hire Car Licensing
You may respond to all questions or only those you have a specific interest in.
(Text boxes have no word limit, they will increase in size accordingly).
35. What benefits should the licensing of taxis and private hire cars
deliver for
customers?
The Office of Fair Trading (OFT) conducted a market study in 20031 on the
regulatory framework affecting licensed taxi and private hire vehicles
(PHVs) across the UK. The report found that consumers value quality and
safety controls for vehicles and drivers, and licensing addresses these
issues which might be difficult for them to judge when hiring a vehicle (for
example the technical safety of the vehicle and the competence of the
driver). Quality and safety controls and licensing are therefore necessary to
ensure passenger safety and security.
However, using licensing to limit the number of new taxis and PHVs may
lead to an increased demand for illegal taxis where neither the driver nor
the vehicle has been subject to appropriate quality and safety checks. We
believe this could expose consumers to greater safety threats. Limited
supply of taxis could also contribute to difficulties faced by the police in
clearing city centres or public places in the evenings.
In 2003 the OFT said that licensing authorities should consider the needs
of consumers and the effect of the proposed specifications on the
availability of taxis and PHVs. Limiting the number of PHVs should be a
last resort and licensing authorities should try to ensure that any quality
and safety specifications do not go beyond what is required to achieve this
policy aim.

1

http://webarchive.nationalarchives.gov.uk/20140402142426/http://www.oft.gov.uk/shared_oft/report
s/comp_policy/oft676.pdf
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36. In what ways do customers, providers of taxi/private hire car services
and local authorities benefit from the two-tier licensing regime for
taxis and private hire cars?
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In the 2003 report the OFT found that the two tier system of taxis and
PHVs worked well and benefited both consumers and licensing authorities.
The main benefits being:


It provides a degree of choice for the consumer in terms of vehicle type.
This is particularly important for disabled and older consumers who will
often require a particular type of vehicle, which is not necessarily the
traditional, wheelchair accessible taxi.



It increases choice and value for money for consumers living close to
administrative borders. Taxis can take passengers from within their
licensed area to other licensing authorities but can’t accept bookings for
passengers or ply for hire outside the area in which they are licensed.
PHVs, on the other hand, can take passengers from any point to any
other providing the PHV driver, vehicle and operator are licensed in the
same area.



It allows regulations to be targeted at the parts of the market where they
are needed, without disrupting the market in sectors where such
regulation is unnecessary. For example separate regulations for
vehicles that only work in the phone booked or online sector of the
market, where OFT research has shown competition and consumer
protection issues are less of a problem, allow these vehicles to be
subject to less regulation. In contrast, taxis plying on the street and at
ranks, where there is more need to protect consumers, are subject to
much tighter regulations. The reduced amount of regulation benefits
both PHV providers and licensing authorities.



It also provides for greater competition and choice, on both quality and
price, in the telephone and online markets, and to a lesser extent,
between rank/hail and telephone markets. Competition encourages taxi
and PHV drivers to offer better value for money and better quality
service to consumers.

The OFT did find that there are some drawbacks of the two tier system.
The main issue being that consumers can find it hard to tell the difference
between taxis and PHVs. This can mean that consumers may not be
aware what regulation applies to the vehicle they are travelling in. It may be
that this lack of consumer awareness impedes monitoring and enforcement
in circumstances where some PHV operators may be illegally plying for
hire. For example, in circumstances where taxis may not be able to meet
all of consumer demand at certain peak times.
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37. The Government states that a radical overhaul of the current two-tier
licensing regime would “clearly require a very high level of resource
and would cause significant disruption for the trade, local authorities,
the police and ultimately the travelling public”. What are your views
on this and would the potential costs and disruptions outweigh any
potential benefits of a unified system?
The CMA’s view is that the current regime is fit for purpose and we have
not seen any evidence that suggests that consumers are disadvantaged by
it. A new system of licensing will require initial start-up costs which could
be expected to be high and also ongoing costs to PHVs. Introducing these
costs may impact on the supply of PHVs in a locality due to reduced
incentives that result from lower profits.

38. Do the changes made by sections 60 (overprovision of private hire
car licences) and 61 (testing of private hire car drivers) of the Bill strike
the right balance in terms of introducing greater consistency while
maintaining justifiable differences?
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In relation to Section 60 of the Bill we believe that the market works better without
quantity restrictions on taxis and PHVs. The OFT’s market study found that the
licensed taxi and PHV market is already highly regulated and that the overall
quality of taxi services could be enhanced by reducing aspects of the regulatory
framework. We found that quantity restrictions can actually have an adverse
impact on both choice and price for consumers. The long term benefit to society of
lifting quantity restrictions, in terms of lower waiting times, improved safety and
lower costs of market entry outweigh the potential drawbacks. This would also
introduce greater consistency between the two forms of transport.
We consider that the current two-tier system, provided it differentiates between the
two regulatory regimes for taxis and PHVs on objective and proportionate criteria,
is fit for purpose. The CMA recognises and understands that there are
circumstances where it will be appropriate to have a quantity restriction for taxis,
for example when there are concerns about public safety, congestion or pollution.
We have not seen any objective evidence that suggests that similar circumstances
might apply in respect of PHVs, given that they are demand-responsive. Without
such evidence, it is difficult to see how local licensing authorities will be able to
determine whether there is over-provision of PHVs in their areas. Private hire cars
can only be pre-booked and therefore demand is not as easily measured in the
same way as with taxis. Consideration will need to be given to ensuring that any
policy on overprovision of PHVs is robust against challenge, given the difficult task
of determining whether this is, in reality, causing actual consumer detriment. Local
licensing authorities, in our view, would be advised to consider cautiously
representations made by competitors of potential new entrants to the taxi/PHV
market in this regard. We understand that the Scottish Government will be
producing guidance to assist local licensing authorities. We believe that licensing
authorities should be made to consider whether introducing licensing restrictions
for PHVs are the most appropriate method of achieving the policy objective, and,
for any given locality, whether quantity restriction is the most appropriate and
proportionate response.
We would strongly encourage the Scottish Government to consider these points
when preparing guidance for licensing authorities on measuring over provision and
seek advice from the CMA on the potential risks of restricted competition and
poorer outcomes for consumers.
We believe setting particular requirements for driver licensing including a
geographical knowledge test can be a good way for licensing authorities to
manage driver quality directly. Consumers are likely to expect both PHV and taxi
drivers to have a level of geographical knowledge. When hiring a taxi or PHV they
are unable to judge whether a driver has a good geographical knowledge or not. A
test is an effective way of establishing a driver’s level of knowledge. However, any
tests need to be based on clear, objective and transparent criteria and be
proportionate.
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39. Do you have any views on the section 62 provisions bringing vehicles
contracted for exclusive use for 24 or more hours within the licensing
regime for taxis and private hire cars, and should any exemptions be
included in the Bill?
The licensing of hire cars being used on contract for 24 hours or more was
not covered in the OFT’s 2003 Market Study. However, updating licensing
conditions to ensure that there is consistency across local authority areas
will help to create a ‘level playing field’ across the sector. This would
ensure that competition is not distorted. We understand that one of the
areas this will cover is voluntary transport arrangements that are run as a
charitable activity. The provisions of competition law can also apply to
operations that are run a not for profit basis.
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