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This paper discusses the activity of a taxi.cab operator in the paratransit field. As a 
second-generation taxi.cab operator and one who has been extremely active in the in
dustry in seeking information to improve operations, I welcome this opportunity to 
present the issues that our segment of paratransit faces now and expects to face in the 
future. 

Taxi.cabs perform a wide variety of paratransit functions. Taxi.cab service is ubiq
uitous. Shared riding, jitney, multiple load, limousine, livery, school service, con
tract service, subscription service, dial-a-ride, and package delivery have been and 
continue to be an important part of taxicab operations for many companies. These para
transit services represent responses to demands of specific segments of the population 
and of geographical, industrial, and economic conditions. 

Columbus Green Cabs, Inc., of Columbus, Ohio, is a widely diversified operation. 
One of the biggest segments of our market is handicapped persons, particularly school 
children who must be transported to special schools. Elderly persons and adult handi
capped are also serviced by our company. Emergency transportation for railroad crews 
is another service of our company. And our fastest growing business segment is the 
package and message-delivery service. We handle Western Union deliveries after 6 
p.m. and deliver Red Cross blood to hospitals, airports, and bus stations. We act as 
agents for out-of-town companies that send messages and packages to local customers. 
We are also agents for a nationwide, personalized, small-package delivery service. 
We deliver prescriptions, food from carry-out restaurants, and even personal mes
sages to those people who are unable to pick them up. 

The remainder of this paper discusses the principal operational issues. 

LABOR 

Basic labor requirements for a taxi.cab operation are drivers, telephone order-takers, 
dispatchers, mechanics, supervisors, and clerical and managerial personnel. In small 
taxicab operations (10 or fewer vehicles) all of these functions may be performed by a 
"mom-and-pop" company. A third of the total taxicab operations in the United States 
are in that category. The basic labor format does not change substantially as fleet 
size is increased. For every 4 taxicab drivers, there is one supporting service in
dividual. 

The ability to recruit and maintain a sufficient force of taxi.cab drivers is the key to 
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success in any company. For the last 15 years the industry has had to rely on part
time drivers to supplement full-time employees. Some of the reasons for the driver 
shortage are night work, 10-hour shifts, no overtime, Saturday and Sunday work, rob
beries, and an occasional violent crime. 

A medium-sized company, such as Columbus Green Cabs, Inc., has established pro
cedures for recruiting, hiring, training, and retraining taxicab drivers. The taxicab 
driver represents the one direct contact with the public and is the image builder for the 
company. The driver must exercise good public relations, have broad geographical 
knowledge of the city, understand the servicing of regular accounts, observe safety 
regulations, and have such basic skills as reading, writing, and arithmetic. Because 
the taxicab industry attracts a tremendous number of unskilled workers with limited 
education, sometimes very basic skills must be taught in a training program to provide 
a competent driver. 

The methods of com.Pensating taxicab drivers are (a) commission with an employer
employee relation and lb) independent contractor paying a fixed fee plus mileage for the 
use of a taxicab and support services. Outside of a company structure, of course, is 
the independent driver who may purchase services in varying degrees depending on the 
community requirements. A full-time taxicab driver can make between $150 and $300 
a week plus tips. Employed individuals seeking to supplement other income find taxicab 
driving an ideal part-time job because flexible hours allow scheduling around a full
time job. 

The shortage of taxicab drivers is the most crucial labor problem and one of the 
major operational problems facing all taxicab companies. Some of the working condi
tions that contribute to this shortage are listed above. Other factors are the poor repu
tation of taxicab drivers, the lack of an adequate program, and a general movement in 
the labor force away from service-oriented occupations. "Mom-and-pop" operations 
place an even more intolerable burden on taxicab drivers. Economic conditions force 
a lower pay scale, erratic scheduling of hours, and insufficient support services. 

Radio dispatchers are in short supply. The pay differential between taxicab drivers 
and dispatchers (often in favor of the taxicab driv·er) creates little incentive for knowl
edgeable taxicab drivers to move into this position. Unless there is an adjustment in 
pay scales, this position seems to be one that will be phased out by automation. 

VEHICLE SELECTION 

The unstable economic conditions of the last several years have led to deferred pur
chases of vehicles. Vehicles now remain in taxicab service an average of 44 months as 
compared to 38 months some 5 years ago. Industry purchases of vehicles in 1975 were 
substantially lower than in prior years because of a widespread feeling that pollution 
devices and increased vehicle costs were not warranted. It is anticipated that some 
modification in the design of vehicles will increase fuel mileage and prices may sta
bilize next year. 

Experimentation has also increased with vehicles that were not normally used in 
taxicab service prior to 1972. Experiments with van configurations and diesel-powered 
standard stock cars have been under way for several years. As the industry adjusts to 
the wider diversity of services, this will continue to be the trend. 

There appears to be no ideal vehicle to meet the needs of paratransit. The major 
automobile manufacturers contend that the market is not of sufficient size (100,000 ve
hicles per year) to warrant capital investment in new vehicle technology. Therefore, 
vehicle selection at the present time represents the purchaser's individual preference. 
Experimentation with vehicles designed to meet environmental standards, reduce fuel 
consumption, provide maximum productivity in the mode of operation, and provide 
multiple-purpose use has not been at a sufficient level to encourage widespread adop
tion in paratransit modes. 
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VEHICLE MAINTENANCE 

The best maintained fleets are not necessarily the newest fleets. At the present time 
the average age of some fleets may be 30 months with approximately 165,000 miles per 
vehicle. Vehicles only reach this age and mileage because of proper preventive main
tenance programs. In fact, it is estimated that a properly maintained vehicle can reach 
a 250,000-mile mark and still perform satisfactorily and safely. As a general rule the 
preventive maintenance program in the taxicab industry is twice as intensive as that of 
the private passenger car based on miles traveled. 

CONTROL AND DISPATCHING 

Dispatching practices and vehicle control are integrally related in the taxi industry. 
There are approximately 170,000 Federal Communications Commission licenses for 
2-way radio communications in the taxicab industry; approximately 100,000 vehicles 
are not radio dispatched. Nonradio vehicles are concentrated in small communities 
(and in the cities of New York and Washington, D. c.). Obviously control of vehicles is 
substantially reduced when 2-way radio communications are not available. In lease op
erations, a minimum of control can be exercised by the company leasing the vehicle; 
the driver maintains the right to accept or reject a radio-dispatched call. Among in
dependent or nonradio drivers the trip sheet is often casually maintained and seldom 
inspected by authorities. A simple system of dispatching is the check-out by garage 
personnel. 

The taxicab industry is considered one of the most efficient users of mobile 2-way 
radio communications . Two-way radio communications increased the efficiency of 
taxicabs by more than 50 percent in the early 1950s. In Columbus Green Cabs, Inc., 
from 3,000 calls on a quiet Sunday to 6,000 orders on a bad-weather day are received 
and responded to by 267 vehicles using 4 duplex channels. A system of geographical 
separation of channels is used to obtain maximum productivity. 

Standards that are accepted for communications in the taxicab industry indicate that 
a telephone operator can handle 2 full orders per minute. A dispatcher can handle ap
proximately 1. 8 to 2 .2 orders per minute and will average 4. 5 to 5 transmissions per 
order. 

Computerization and automation of mobile radio communications are much-discussed 
subjects. Several systems are now available that appear to have the potential for im
proving productivity. The automatic vehicle locator appears to be still in the experi
mental stages and currently priced beyond the taxicab market. Computer assistance 
for informational and accounting purposes is feasible; but well-organized companies 
can produce considerable economic and statistical data manually. 

The following is a list of statistical information that is gathered by a taxicab compan~ 
with a fleet of 50 vehicles operating in many paratransit modes: 

Population served 
Square miles served 
Seats per vehicle 
Service hours 
Average fare 
Daily patronage 
Average vehicle hours per day 
Average vehicle hours portal 
Phone demand per day 
Time demand per day 
Demand respond 
Demand dispatch 
Average hours dispatching 
Average hours phone answering 

Average passengers per hour 
Percentage of population served 
Hourly passenger movement 
Number of stops per hour 
Average waiting time on demand 

and respond 
Average waiting time on time calls 
Return passenger trips 
Percentage of passenger trips 
Cost per passenger 
Number of vehicles operating 
Mileage per day 
Revenue miles 
Driver wage revenue per mile 



Pick up off street 
Number of stops for passengers 
Number of multi stops 
Number of single-load stops 

OVERALL MANAGEMENT STRUCTURE 

Average miles per hour 
Average hourly wage of driver 
Average hourly revenue 
Total revenue 
Total wage of driver 
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The most serious problem facing the taxicab industry is the lack of middle management 
positions. The majority of taxicab companies are family-owned and closed corporations. 
There are perhaps a dozen top managerial positions within the entire taxicab industry 
that are held by individuals not having ownership in these companies. This accounts for 
the lack of training programs and job mobility within most companies. There is no 
training ground for taxicab executives and few opportunities for talented managerial 
personnel. 

Attempts by conglomerates to enter the taxicab industry have met with questionable 
success. The taxicab industry has traditionally operated with low-cost managerial 
overhead. The distribution of an overhead burden by multicorporate structures often 
results in a negative balance sheet for the taxicab operation. Day-to-day operations 
demanding unusual hours of work and an extremely broad knowledge of operations do 
not appeal to the current managerial labor market. 

The taxicab industry offers little incentive for a career and offers a limited poten
tial for the individual owner-operator. In many cases the owner-operator would be far 
better off in a lease operation that provides insurance, meets government reporting 
requirements, and provides 2-way radio communications, marketing, and an oppor
tunity to have a certain amount of freedom from entrepreneur responsibilities. An in
dividual with managerial capabilities starting out as a taxicab driver soon realized that 
the second level of management is the maximum goal possible. Opportunities within 
the industry (with manufacturers and suppliers) are also limited. 

The taxicab industry lacks managerial depth and offers limited job mobility. A 
greater appreciation of the capabilities of managerial personnel in improving taxicab 
operations must be established. The addition of middle management to taxicab opera
tions would require additional budget allocations and cost distribution within the company. 
The financial and economic conditions within companies should be analyzed to determine 
whether training of management personnel and the creation of middle management po
sitions can be economically justified. Short-term subsidies by taxicab companies may 
provide long-term managerial benefits. 

MARKETING AND PROMOTION 

Efforts at marketing and promotion in the taxicab industry are limited, erratic, and 
underfinanced. In the entire history of the industry there has never been a concentrated 
effort by major taxicab companies to produce a consistent high-quality program in this 
field. The industry as a whole is too fragmented and diverse to undertake a national 
program. The cost of an advertising campaign is prohibitive to the average taxicab 
company and often restricted under regulations that exist in public utility agencies that 
govern taxicab operations. 

One company that has engaged in a program of marketing and promotion and has es
tablished that it can be productive is Yellow Cab of Houston, which has a full-time staff 
member who concentrates on marketing and public relations. This program has been 
under way for approximately 5 years, and there are some indications that major com
panies in the industry are considering similar programs. 

From a realistic viewpoint, finances are not available to undertake an effective ad
vertising program. On a limited basis, a program of marketing and public relations 
can probably be economically justified. Other than some basic marketing efforts as 
described above, the taxicab industry is willfully negligent in marketing and promotion. 
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This is due in a great part to the low overhead profile maintained by taxicab companies. 

PARATRANSIT SERVICES 

The taxicab industry recognizes that a number of transportation services classified as 
paratransit are in private citizen modes, institutions, and volunteer organizations. 
Therefore, no attempt is made to go beyond the scope of knowledge of the taxicab in
dustry. 

A large number of different services using a wide variety of vehicles are currently 
provided by taxicab opei"atorn. The intent of this paper is to view taxicab operations 
in relation to the broad category of paratransit. Therefore, it seems appropriate to 
match services and vehicles. To date, taxicab operations have not established any 
analytical basis for separating specific paratransit modes, and therefore comparison 
with a single mode (for example, transportation of senior citizens) is not available. 

VEIITCLE PRODUCTIVITY 

Vehicle productivity considered in this section pertains to taxicab operations. The ve
hicle is a taxicab although it may be operating in numerous paratransit modes and its 
configuration may be that of a minibus, package delivery van, station wagon, or pas
senger van. Taxicab service is not limited to exclusive use of individualized service. 

Comparing the operating statistics of company A and company B for a single month 
in the years 1970, 1972, and 1975 provides some interesting insights into the variables 
in taxicab operations. Both of the companies selected are medium-sized operations, 
have 25 to 75 vehicles, and operate in cities where the population is more than 100,000 
persons. One significant difference is that company B is in an area that has had an 
economically depressed labor. market for approximately the last year and therefore the 
1975 month contains some distortion. 

Company B has diversified its operations into other modes of paratransit such as 
shared rides, services for the handicapped, and package deliveries. Company A has 
remained an exclusive-use taxicab service, and some of the income figures reflect the 
results. Company Bis outperforming company A in receipts-total average per mile, 
average per paid mile-and in cab mileage-average per person-hour, average per trip, 
percentage of paid miles-although both operate at approximately the same number of 
miles per cab per day and average the same number of trips per person-hour. In fact, 
company A operates at a deficit and company B operates at a profit. Company A's op
erating statistics are given in Table 1, and company B's operating statistics are given 
in Table 2. 

COST OF OPERATIONS 

One of the most significant changes that has occurred in the taxicab industry in the last 
year is the establishment of a new format on expenses. Prior to that time, a simple 
reporting system was used to establish industry expenses. The broad categories often 
created confusion because of inadequate definitions and individual interpretations. 

This has been corrected and probably represents one of the most far-reaching 
changes the industry has undergone in recent times. It will now be possible to generate 
economic and statistical information that was unobtainable in the past. This will open 
up new areas of economic research and provide the basis for developing greater ef
ficiencies in the industry. The old format for expenses is as follows: 

1. Average operating costs 
per mile 

2. Drivers' cost per mile 

3. Drivers' percentage of gross receipts 
4. Tire cost per mile 
5. Average cab miles per gallon of gasoline 
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Table 1. Operating statistics of company A for 1 month in 3 years. 

Item 1975 1972 1970 

Cab receipts, dollars 
Total 56'163 63,110 72,647 
Average per mile 0.38 27.2 0.28 
Average per paid mile 0.72 52.3 0.55 
Average per person-hour 3.91 3.47 3.16 
Driver commission per person-hour 1.80 1.55 1.40 
Average per trip 2.20 1.63 1.64 
Bookings per shift 83.45 31.80 30.45 

Hours per shift 9 9.5 
Average phone order per shift 14 16 14 

Cab mileage 
Per cab owned per day 86 102 113 
Average per person-hour 10 12 11 
Average per trip 5 6 6 
Average paid miles per trip 3 3 3 
Percentage of paid miles 52.7 52 50 
Per gallon of gas 9 11.4 12.4 

Trips 
Average trips per person-hour 2 2 2 
Phone orders, percent 88 86 76 
Average passengers per trip 1.3 1.3 1.3 

Passengers carried 32,355 50,925 57, 799 

Average number of taxicabs operated 
per day for the month 26 32 38 

Average number of shifts 
operated daily 52 64 76 

Table 2. Operating statistics of company B for 1 month in 3 years. 

Item 1975 1972 1970 

Cab receipts, dollars 
Total 165, 727 187,110 160,087 
Average per mile 0.48 0.37 0.33 
Average per paid mile 0.89 0.71 0.67 
Average per person-hour 7.02 5.31 4.74 
Driver commission per person-hour 2. 19 
Average per trip 3.36 2.18 2.02 
Bookings per shift 59 45 40 

Hours per shift 8.5 8.5 
Average phone order per shift 16 .4 18.8 17.0 

Cab mileage 
Per cab owned per day 88 122 125 
Average per person-hour 14 14 14 
Average per trip 7 6 6 
Average paid miles per trip 4 3 3 
Percentage of paid miles 53. 7 52.3 49.4 
Per gallon of gas 9.5 12.3 11.5 

Trips 
Average trips per person-hour 2 2 2 
Phone orders, percent 92 91 85 
Average passengers per trip 1.3 1.4 1.3 

Passengers carried 66,077 116,386 103, 702 

Average number of taxicabs aperated 
per day for the month 45 72 64 

Average number of shifts 
operated daily 90 134 128 
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6. Maintenance labor cost 
per mile 

7. Maintenance parts cost 
per mile 

8. Insurance (personal injury and 
property damage only) cost per mile 

9. Depreciation cost per mile 
10. Cost per phone order and labor cost 

per phone order 

The following is the new format for expenses: 

1. Driver labor 7. Materials and supplies 
Commissions Fuel 
Tips Oil and grease 
Other wages and salaries Tires and tubes 

2. Drivers fringe benefits Parts 
FICA Other materials and supplies 
Workman's Compensation 8. Insurance and claims 
Unemployment insurance Insurance premium, vehicle 
Health, welfare, and Insurance premium, general 

insurance plans Claims paid, vehicle 
Pension plans Claims paid, general 
Vacation pay Recoveries (credit) 
Holiday pay 9. Leases and rentals 
Other fringe benefits Vehicles 

3. Nondriver wages and salaries Meters and communications 
4. Nondriver fringe benefits equipment 

FICA Data processing 
Workman's Compensation Other equipment 
Unemployment insurance Furniture and fixtures 
Health, welfare, and Buildings and grounds 

insurance plans Other leases and rentals 
Pension plans 10. Nonpayroll taxes and fees 
Vacation pay Vehicle licensing and regulation, 
Holiday pay state 
Other fringe benefits Vehicle licensing and regulation, 

5. Personal services local 
Professional and technical Business taxes, state 
Contract temporary help Business taxes, local 
Contract maintenance and Other nonpayroll taxes, federal 

repair Other nonpayroll taxes, state 
Contract custodial Other nonpayroll taxes, local 
Security 11. Interest 
Other personal services 12. Depreciation 

6. Nonpersonal services Vehicles 
Advertising Meters and communication equipment 
Telephone and Data processing 

communications Other equipment 
Other utilities Furniture and fixtures 
Other nonpersonal Buildings 

All other assets 

After 1972, the energy crisis and the oil embargo created an entirely new field of 
economics. Inflation and recession combined to make taxicab operations a high-risk 
industry. Statistics normally accepted by the industry became suspect, and averages 
and percentages were discarded. Definitions changed overnight. The result is that the 
taxicab industry has found it necessary to completely rethink cost of operations. The 
new format for expenses is in place and will shortly be producing reliable economic 
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benchmarks for the industry. Fuel costs, insurance, vehicles, parts, and service, 
however, are adjusted upward almost on a weekly basis. The estimated average costs 
per mile for 1975 are as follows: 

Amount Amount 
Cost (dollars) Cost (dollars) 

Operating 0.40 Parts 0.002 
Drivers 0.21 Insurance 
Tires 0.005 (personal 
Gasoline 0.057 injury and 
Labor 0.023 property 
Each phone damage 

order 0.17 only) 0.036 
Labor cost Depreciation 0.025 

per phone 
order 0.13 


