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Reformation of the Taxi Industry:
Doubts about Reregulation

Tetsuzo YAMAMOTO

Abstract

This paper critically examines the arguments for taxi re-regulation occasioned by the taxi fare hike in
2007, and presents a scenario for future development of the taxi industry on the basis of the present sluggish
conditions of the industry.

Firstly, this paper clarifies the failure of the 2007 fare hike in Tokyo (average 7%), which was allegedly
implemented to improve the working conditions of taxi drivers. This hike brought virtually none of the
effects that the Ministry of Land, Infrastructure and Transport (MLIT) had expected (=regulatory failure).
The causes of the failure were partially erroneocus political judgement, but also an incomplete taxi market
analysis and easy dependence on the empiricism of the MLIT.

Next, this paper analyzes characteristics of the taxi industry, including the peculiarities of its labor market
and labor-management relations from the viewpoint of industrial organization. While such peculiarities have
been dissolved gradually through increasing competition accompanied by deregulation of the taxi industry,
further improvement of market environments and complementary measures will be needed to make it ‘an
ordinary industry’.

In addition, this paper refers to the sources of taxi regulation, and analyzes the public nature of the taxi
industry, elucidating why it has lost its meaning. Here the public nature of taxi transportation could be sum-
marized in two terms: “region” and “welfare”. This trend can be seen in the conflict and competition between
the existing taxi industry and the compensatory welfare transport services of NPQOs, etc, which have
expanded quickly on a nation-wide scale.

Lastly, regulation of the taxi industry should be shifted from economic regulation to social regulation. This
paper proposes future development in promoting a bipolar specialization of the taxi industry, that is, a busi-
ness-orientated urban-type taxi service and a welfare-orientated regional-type taxi service, and recommends
a change in the direction of re-regulation attempted by the MLIT (=revival of supply-demand regulation).
Key words: competition through increasing taxis, regulatory failure, elasticity of demand, regression analysis,

disaggregate travel demand analysis, commission system of salary, collective decreasing taxis,
revised Road Transport Act, guidebook of charged-welfare transport, publicity of taxi service
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