
VIEWPOINT

The Quebec government will soon table a 
bill to modernize the taxi industry.1 On 
which principles should new regulation be 
based if it is also to serve as a framework for 
future innovations in the sector?

In Quebec, as in many other places in the world, 
a permit is required to provide taxi services.2 For a 
long time, this has led to a lack of competition 
and the resulting effects: poor service, dirty cars, 
lack of innovation, unsatisfactory follow-up of 
complaints, and even discrimination.3

Since the number of permits has not kept pace 
with rising population and incomes, their value 
has increased substantially over the years, eventu-
ally surpassing $200,000 per permit in Montreal.4 
Although their value has fallen since, it still repre-
sents a sizable barrier to entry in this industry. 
Most drivers are thus limited to renting a permit, 
which has a negative effect on their net income, 
but represents a major source of revenues for 
permit owners.5

It is in this context that Uber entered the Quebec 
market. After many delays, the government 
launched a pilot project with Uber. Today, with 
the value of taxi permits having fallen in certain 
regions and the public seeming satisfied by the 
increased supply,6 the industry is at a crossroads: 
The pilot project will soon be replaced by a law 
that will regulate not only Uber, but all other 
companies offering similar services, including 
traditional taxi companies.

TURNING TOWARD LIBERALIZATION
The government should take advantage of this 
opportunity to reduce the regulatory burden and 
liberalize the taxi industry. The arguments in fa-
vour of such a reform are numerous.

First of all, it makes no sense from an economic point of 
view to have to purchase the right to produce or to work 
in a certain field, any more than it does to limit the num-
ber of people who have this right; what would not be ac-
ceptable for accountants or mechanics is no more so for 
people who want to drive other people around. There is 
also the fact that the technologies that led to the cre-
ation of Uber are here to stay, and innovations are going 
to keep arriving on the market. These have allowed for a 
substantial reduction of costs for consumers7 and should 
be encouraged, as should the increased competition 
that led to an improved consumer experience.8

According to a recent American study,9 the arrival of ser-
vices like Uber and Lyft in a given city even promotes 
public transit, which increases by an average of 5% after 
two years in the United States. The multiplication of 
transportation options thus allows more and more 
people to choose not to buy a car, thereby shrinking a 
major budget item.10 In sum, no business model is eter-
nal,11 and the benefits of a major reform are impossible 
to ignore.
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Table 1

 
Source: Revenue Quebec, also cited in Nicolas Vigneault, “Valeur des permis de taxi : 
guerre de chiffres en vue,” Radio-Canada, March 14, 2018.

Taxable sales in the taxi sector, millions of dollars

2013 2016 Growth

Greater Montreal 270 334 23.7%

Quebec City and Outaouais regions 57 59 3.5%

Other regions 49 55 12.2%

Total 376 448 19.1%
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We must also note that the taxi industry’s sales 
figures have increased in recent years (see Table 
1). While the reasons for this increase in a time 
of intensifying competition raise several ques-
tions, it at least shows that the taxi industry is 
not collapsing, contrary to what some would 
have us believe.12  

Two broad principles should guide the an-
nounced reform. The first is the abolition of any 
kind of permit connected to quotas, whose 
main effect has been to create all kinds of costly 
distortions for consumers, while preventing the 
industry from evolving.

The second is that of simplicity and flexibility, in 
order to accommodate all of the recent innova-
tions, but also those to come, whether we can 
anticipate them today or not. For instance, 
there is the case of self-driving cars, which will 
sooner or later be a part of the equation. This 
regulatory flexibility should include pricing, 
which would be left to the market, as well as the 
choice of business model. The government 
should not legislate on the contractual arrange-
ments between the sector’s different actors, as 
it does now for taxi companies and drivers. It 
should allow greater latitude in the delivery of 
services, too. For example, it is currently forbid-
den to pick up passengers at different locations 
during a single trip.13

Obviously, a new regulatory framework should 
not create new barriers to entry; that would go 
against its main objective. The establishment of 
a new industrial environment, where permits are 
no longer required, should also take into ac-
count the fact that many drivers bought these 
permits in good faith, expecting to be able to 
sell them again, for example upon retirement. 
These permits have already been abolished 
elsewhere,14 and intelligent compensation 
mechanisms were put in place.15
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CONCLUSION
“[T]he interest of the producer ought to be attended to 
only so far as it may be necessary for promoting that of 
the consumer,” wrote a great economist.16 This obvious 
truth should be the basis of any reform proposed by the 
government. Whereas current, moribund regulation aims 
above all to favour the owners of taxi permits, the new 
framework for the industry should encourage innovation 
and aim to maximize the well-being of those who are 
often overlooked, but who are the intended benefici-
aries of this service: consumers.


