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they allow other municipalities in, it is already restricted for 
them. The problem is not the same as in San Diego. 

MR. REINKE: 

But there is still a large number of cabs in San Francisco; it is 
roughly comparable with the number in San Diego. They 
appear to have managed it. San Diego's complaint was just the 
large number of cabs. 
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MS. ROSENBLOOM: 

Other people have suggested that it might be a question of time, 
too--that as markets settle in, there will be less trouble at the 
airport. That is sort of what is happening in Seattle. There are 
operators who have gotten totally out of the airport business, 
whereas almost all independents are at the airport, and things 
have sort of settled down. So maybe it is just a time problem in 
San Diego. 

An Industry Comment on Regulatory 
Change 
ALFRED B. LAGASSE III 

What is transportation? Is it taxis? I think the transportation 
market has been too narrowly defined. The transportation mar
ket is getting a person from point A to point B. 

What are the major segments? First we have the mis
cellaneous category, which includes walking, cycling, and so 
on. The miscellaneous category accounts for about 3 percent of 
the total transportation market. 

Next is paratransit. Let's define paratransit as the organized 
provision of transportation in sedans, vans, and minibuses. 
That would include taxicabs, rental cars, social service and 
nonprofit agency vehicles, limousines and delivery vehicles, 
carpools, vanpools, church vehicles, hotel courtesy vehicles, 
and jitneys. They are ranked in the order (I believe) most 
significant in terms of passengers carried. This entire market 
segment may be 3 to 4 percent of the entire transportation 
market. (Taxis are almost 1 percent of the entire market.) 

Next is mass transit, which handles approximately 4 percent 
of the trips in this country. Mass transit may be important in 
some cities, but from an overall global aspect it is not terribly 
significant. 

The number two carrier is school buses. There are obvious 
reasons for this, but it doesn't change the fact that school buses 
are the second largest carrier of the public in this country. What 
is the number one carrier? The automobile. Eighty-four percent 
of all trips are made in the private automobile. 

International Taxicab Association, 3849 Farragut Avenue, Kensington, 
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Why have we segmented the transportation market? Why are 
we looking at taxis instead of other forms of paratransit? Why 
are we looking at taxis instead of the automobile, public transit, 
and so on? 

Before I go into that, I should make a point. You may not 
believe that there is competition between taxis and subways, 
buses, private automobiles, and so on. I will give some exam
ples to illustrate that competition exists. When I drove into 
Washington, D.C., this morning from the suburbs it was very 
cold, and there was a bitter wind. I also drove in yesterday, 
which was a fairly nice day, about 40 degrees. There were 
many more people at bus stops yesterday than today. People 
aren't willing to stand out in the cold and wait for the bus. I am 
sure that taxi business was very good this morning in Wash
ington. Last week it snowed in this community. If you had 
called a cab, the odds are that you would have had an extended 
wait because cabs were inundated with demands for service. 
People simply did not wish to drive their own cars. They did 
not want to risk an accident. The summer is the low period of 
taxicab service. Taxis generally make lots of short trips, but in 
the summer they don't make nearly as many because walking is 
a competitor to taxicab service. Taxis are competing in this 
transportation market, and although this review may not be 
terribly analytical, there is legal precedent. In November 1984, 
there was a court decision in Honolulu, Hawaii. An exclusive 
taxicab franchise at the airport was called into question on 
antitrust grounds. The judge ruled in favor of the exclusive 
contract; it is a fascinating 35-page decision. One of the key 
elements was that the judge found taxis to be reasonably 
interchangeable with rental cars and the Airporter bus system. 
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So, the key in this case was that taxis were not determined to be 
the market. As the judge defined it, the market was determined 
to be all readily accessible, comparably priced ground transpor
tation. 

All these competing modes of local transportation are sig
nificant and should be taken into account when one examines 
or plans for a community's transportation network. However, 
laws, regulations, and policies developed at federal, state, and 
local levels have segmented local public transportation modes 
into distinct categories (e.g., mass transit versus exclusive ride, 
public versus private, taxicab versus bus). Each of these modes 
is licensed and regulated separately. 

The differing laws, regulations, and policies most certainly 
serve to inhibit comprehensive planning for local transporta
tion. Public transit receives billions of dollars annually in 
federal, state, and local subsidies. The private automobile is 
subsidized by an extensive and expensive road building and 
maintenance program. Private providers of local public trans
portation pay taxes and license fees not required of public 
operators. There are many more examples. 

It is less effective to look at the taxicab industry in a vacuum, 
but for ease of administration that is exactly what has been 
done. The Urban Mass Transportation Administration is seek
ing to do away with some of the federal barriers to comprehen
sive local planning (e.g., the new Section 3e/8e policy issued 
October 22, 1984) and there is hope that Congress will review 
the financial incentives and operating laws that cause bias or 
interfere with local transportation planning. The fact remains, 
however, that communities throughout America will continue 
to segment the local transportation market by provider group 
(competing mode) because the institutions are already in place, 
and there has not been, nor is there now, an outcry to change 
the system. 

Reality, not desire, dictates a divergence from the develop
ment of a comprehensive transportation regulation to a review 
of regulations by market segments. Because my knowledge and 
experience are best suited to a review of the taxicab industry, 
and because taxicab regulations have recently been the subject 
of experimentation, the balance of this presentation will focus 
on the taxicab industry. 

The taxicab indusu-y is made up of approximately 4,040 
organizations (companies, cooperatives, associations, etc.) that 
operate 141,000 vehicles. Half of the industry's vehicles are 
located in the 100 largest urban areas. Approximately 87 per
cent of the vehicles are four-door sedans. The remaining 13 
percent are vans, limousines, buses, and so on. The industry 
directly provides 240,000 jobs; 87 percent are held by drivers. 
The industry grosses $4.42 billion per year and transports 1.87 
billion passengers per year. 

The stereotype of the typical taxicab driver and his or her 
passenger is incorrect. Most drivers are independent contrac
tors. That means they pay a fixed fee for their taxicab vehicle 
and related services. They lease that car just like you rent a car 
from Hertz or Avis. Each driver, whether he drives a Yellow 
Cab, Red Top, or other type, is competing with every other 
driver on the road, even in the same fleet. He has to compete 
because he is not guaranteed a wage. He is not guaranteed 
anything. He has got to- get out there and hustle the business. 
For every passenger he takes, he keeps 100 percent of the fare. 
He does not split the fare ol" tips with the company. Leasing 
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creates tremendous competition within a fleet, and certainly 
there is tremendous competition among fleets. The notion that 
this is a noncompetitive industry is nonsense. Overwhelming 
outside influences are the greatest competitors, but there is also 
tremendous competition from within. 

The idea that there is extremely high driver turnover is not 
true. The typical driver has worked in the same taxicab organi
zation for nearly 4 years and drives full time. 

Approximately 60 percent of all taxicab passengers are 
transportation disadvantaged (e.g., elderly, young, hand
icapped, unemployed), and the remaining 40 percent of the 
passengers are tourists, businessmen, and the affluent. 

Not only are drivers and riders different from the stereotype, 
but the services provided also differ. Only 82 percent of taxicab 
organizations provide exclusive-ride service, whereas 73 per
cent offer package delivery, 62 percent offer contracted ser
vices, 47 percent offer shared rides, and 17 percent offer lim
ousine service. Also, 37 percent of all taxicab organizations 
offer fare discounts to the elderly. 

The taxicab industry is extensively regulated. The four pri
mary areas of regulation are entry (number of vehicles or 
companies or both), fares, safety (insurance, driver licensing), 
and quality of service (vehicle, conduct of drivers, radio dis
patch). Regulation extends to a variety of items, including the 
number and type of vehicles, fares charged, trade name, color 
scheme, insurance levels, license fees, inspections, driver 
licensing, owner's moral character, permissible solicitations, 
placement of cabstands, 24-hr service, two-way radios, meters, 
and so on. 

Current regulations may be traced to 1635 in London, 
England, when King Charles I restricted the number of para
transit vehicles (horse-drawn carriages for hire). Nearly 200 
years later, the London Hackney Carriage Act of 1831 became 
the first comprehensive paratransit regulation to be developed. 
In 1943 more regulations were added. These time-tested regula
tions in essence compose today's taxicab ordinances. 

To those who may now be saying, "If taxicab regulations 
haven't been substantially altered in over 150 years, it is high 
time they are improved and modernized," remember that 
"those who fail to remember history are condemned to repeat 
it." Nearly every imaginable change has been tried with taxi
cab ordinances. Although some improvements have been 
made, in other instances harm has resulted. 

Before outlining some regulatory changes that I believe 
should be considered, let us review and learn from several 
documented regulatory experiments. Cities that have been 
extensively studied and that are now experimenting or have 
recently experimented with their taxicab regulations are 
Atlanta, Indianapolis, Phoenix, San Diego, Seattle, and Wash
ington, D.C. All are major metropolitan cities with a significant 
tourist and convention trade. 

Atlanta allowed taxicabs open entry in the mid-1960s, pri
marily to merge its taxicab and private car service industries. 
This action was viewed as a civil rights issue because private 
car services were operated by blacks whereas taxicabs were 
operated by whites. In 10 years, the number of taxicabs doubled 
to 1,400 and the number of companies grew from 5 to 55. 
Atlanta allowed open entry but continued to set a uniform fare 
and regulate safety and service quality. 

In early 1977, a task force recommended that Atlanta's 
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taxicab ordinance be totally revised. One year later, Atlanta's 
Chamber of Commerce joined the call for improved taxicab 
regulations. A Chamber-funded research project found driver 
income to be extremely low and reported that what that meant 
in terms of taxicab drivers was that the "rip-off" had become a 
frequent occurrence, and insults to riders and inadequate ser
vice abounded They noted that this had occurred as a result of 
the influx of unqualified, "casual" drivers. 

On February 3, 1981, Atlanta enacted a new taxicab ordi
nance. The ordinance (in effect today) limits entry (attempting 
to reduce the number of taxicabs from 1,500 to 1,200), estab
lishes uniform fares, and regulates safety and quality. Open 
entry did not meet Atlanta's requirements for quality taxicab 
service. 

Open entry in Indianapolis was reviewed in a study spon
sored by the U.S. Department of Transportation (1) in which it 
is stated: 

After the first winter the independent operators found 
they had no money to maintain or repair their vehicles. 
Insurance cancellation notices received by the City Con
troller's Office increased from one or two per month to 
about one hundred fifty per month. Complaints to the 
city about cab service tripled .... The cab driver often 
could not be found .... Service complaints were par
ticular! y high in reaction to airport taxi business. From 
the City's standpoint, enforcement became a major prob
lem .... Added to these difficulties was a reported rise in 
the amount of crime committed by taxi drivers and 
operators. 

As has already been revealed, the largest drug ring ever 
uncovered in Indianapolis was dial-a-drug. You could call the 
cab company and they would deliver what you wanted. That is 
market innovation, I suppose, but I don't think it is what the 
proponents were arguing for. 

Phoenix differs significantly from Atlanta and Indianapolis 
for several reasons. In Phoenix, there was state instead of 
municipal regulation, and open entry was combined with open 
fares and the removal of quality-of-service regulations. The 
only element that continued to be regulated was safety (licens
ing, vehicle inspections). Phoenix provides a rare example of 
what happens when an entire local transportation system is 
deregulated. The results are disappointingly similar to those in 
cities that allowed open entry exclusively in the taxicab seg
ment of the local transportation market. That is, fares rose, 
demand for service dropped, there was no service innovation, 
and the airport had significant new problems. 

After San Diego deregulated, fares increased 60 percent in 2 
years. That had to be in excess of inflation. What was said here 
earlier is that over the long run, from 1967 to the present, the 
fares have been brought into line. I am not sure I question that. 
Fares are clearly higher than they would have been if they had 
remained regulated, but in time the regulated fare would have 
risen. San Diego had an inordinately low fare, and that helped 
to cause the supply of taxis to be unreasonably low. The city 
had a tremendous growth in population and a burgeoning 
convention and tourist trade, and needed more public transpor
tation. Unfortunately the city did not reasonably regulate their 
industry. The city did not allow a reasonable fare, and if drivers 
cannot make money, the city should not demand more vehicles 
on the road. Yellow Cab would have been silly to put more 
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vehicles on the street when their current drivers were hardly 
making a living. Had the fares been reasonable, Yellow Cab 
would have been the first demanding more taxicabs on the 
street. So, the notion that the private sector pulls vehicles off 
the road to keep fares artificially high is nonsense. 

After Seattle deregulated, fares increased tremendously. 
There are a lot more vehicles on the street now in Seattle, but 
according to the DOT study, the total number of trips by all 
passengers declined 25 percent. If there is such a public benefit, 
why are people finding other modes of transportation? Why did 
they leave the taxicab industry? Again, I find it very hard to 
believe many of the statements made earlier today. Theory may 
be nice, but the reality is somewhat harsh in this case. 

Students from the University of the District of Columbia in 
Washington, D.C., were recently hired to ride taxicabs and 
document the fares. In 305 trips, more than one out of three was 
overcharged. The average overcharge was 22.6 percent. The 
District, by the way, is often posed as a model of deregulation, 
but Washington, D.C., is not deregulated. Fares are uniform 
and regulated. Entry is open. Service quality is regulated and 
safety issues are regulated, but regulation doesn't seem to be 
working well with one out of three trips overcharged and one 
out of 10 trips refused. By the way, the sample was split almost 
evenly between hails and telephone calls, and there was no 
significant difference between the markets. Another interesting 
fact is that in Washington, D.C., the average age of the vehicle 
is 9 years. I know of no other major city in America that would 
tolerate vintage vehicles. 

I will do something that may shock those who have heard me 
speak before. This is my personal opinion: I believe that there 
is a need for some regulatory reform in entry, fare setting, 
quality of service, and safety. All elements need to be 
reviewed, but I want to make it clear that I do not support open 
entry. I think it is extremely damaging to the general public and 
to the industry. 

What is needed is flexible regulation of entry standards. 
Convenience and necessity or population ratio standards are 
flexible and, when properly administered, are successful. The 
key here is proper administration. I favor the convenience and 
necessity clause that features a publicly known formula. The 
formula should be developed in consultation with elected city 
officials, taxicab operators, public transit officials, and public 
interest groups. All of the factors utilized in the formula must 
be measurable and routinely published (annually). The formula 
could take into account such factors as population increase or 
decrease, deplaning passengers, tourist activity, and convention 
activity-the major factors that influence taxicab service. If the 
formula calls for an increase in licenses, the licenses should be 
made available for issuance. If, on the other hand, the formula 
calls for a reduction in licenses, existing operators should be 
given the opportunity to purchase outstanding licenses and 
return them to the city. 

This is being done now in Montreal, Canada. The city has 
authorized the retirement of 2,000 taxicab licenses to bring the 
market back into balance so drivers can earn a decent living. 
Thus, there is precedent for retiring licenses. 

Fares are another area that could reasonably be reformed. 
The current hearing process for setting uniform fares can be 
burdensome and lengthy. Extended delays in granting fare 
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increases can be damaging to the industry and ultimately to the 
taxicab-riding public. 

I lean toward a taxicab fare regulation that would allow for a 
zone of reasonableness in fares. The zone of reasonableness 
could be 10 to 15 percent above or below the weighted average 
fare (or current citywide fare) and would allow for fare compe
tition and fare increases when needed (e.g., during the fast
paced inflation of the 1970s). For consistency and public 
awareness, the fares should be permitted to be changed only 
twice a year during designated months (e.g., April and Octo
ber). Although fares could vary between fleets, each fleet 
should be required to have a uniform fare. Thus consumers 
would shop quality and fares on a fleetwide basis. Another 
fare-setting mechanism could be a fare formula. The formula 
could adjust fares (annually) based on cost increases or 
decreases for (a) automobiles, (b) maintenance, (c) fuel, (d) 
insurance, (e) driver earnings, and (f) financing (interest rates). 
In this case, there could still be a zone of reasonableness, or the 
formula could be used to set a citywide taxicab fare. There are 
two considerable benefits to a citywide fare. First, every con
sumer will know what he should be charged, and second, 
operators are forced to compete on quality of service instead of 
price. 

Quality of service is an area that is particularly important. I 
believe that all taxicabs should be required to be affiliated with 
a fleet large enough to serve all parts of the city 24 hr a day 
(e.g., 25 vehicles) and that every taxicab should be required to 
have a two-way radio and a meter. Then you would not have 
the independents, who cause the greatest number of problems. 

Safety issues should continue to be regulated. Drivers are 
still alone in the car with passengers. You still need to do a 
background check [on the drivers]. Every community should 
examine its insurance requirements to ensure that they are in 
keeping with today's costs and judgments. Some cities require 
too much. Other cities require too little. 

We are not opposed to improving taxicab regulations. What 
we don't want is destructive experimentation with the lives of 
the operators and drivers. We are calling for reasonable regula
tory reform. 
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COMMENTS 

PARTICIPANT: 

Do you realize you said that you wanted to do background 
checks on travelers? 
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MR. LaGASSE: 

No, check the drivers' background. 

MR. UNDERWOOD: 

Ray Underwood, University of Tennessee. Could I get sum
maries from each of the panel members? Would you suggest 
that deregulation for paratransit and taxicabs as it pertains to 
the airport is a dismal failure? 

MR. KIRBY: 

Because we are short of time, I will respond to that. I think all 
the speakers have identified problems at the airport, certainly 
where price controls have been removed and there hasn't been 
adequate provision for competitive selection by the users. I 
think everyone agrees with that. 

MR. UNDERWOOD: 

Was there anyone who had an example of a positive or benefi
cial deregulation of taxicabs at an airport? 

MR. KIRBY: 

I did not hear one. 
I think we have had some very valuable discussion of para

transit regulatory revisions at this morning's session. I think it 
is clear from these discussions that this is quite a complex 
issue. There are a lot of dimensions to regulation of public 
transport, and they have to be looked at very carefully. The 
theoretical model doesn't handle the whole situation. There are 
a lot of special problems, as there are in all markets, that have 
to be solved. If decision makers go ahead with an overly 
simplistic approach and don't deal with those special problems 
adequately, there will be political repercussions. There are 
strong reasons for caution. 

On the positive side, I think the experience over the last 5 or 
10 years has certainly informed us all, to the extent that we 
have all adjusted our views to some degree. That, of course, is 
the purpose of research. The overall conclusion that I would 
make is that each city should look at this in its own particular 
environment, in its own particular context. Obviously, the 
impacts of regulatory changes will be very different depending 
on the base condition existing at the outset, and I think that is 
where some of the disagreements arise. We try to compare what 
happened in Phoenix with San Diego or somewhere else. The 
starting conditions were quite different, and obviously the 
impacts were different. 

I vividly remember testifying to a commission on taxicab 
regulation in New York City and citing the experience in San 
Diego, and the response was, "How many cabs did you say 
they had in San Diego-440, 550? Well, we are talking about 

• 11,000 here." They were not at all impressed with experience 
from other cities, and certainly they had a point. Their condi
tions were obviously very special, and you had to tackle their 
particular problems and not try to convince them with evidence 
that wasn't especially relevant. 

The degree to which these regulations are actually binding, 
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as was mentioned by Mark Frankena, varies enormously 
around the country. When fares increased dramatically in San 
Diego, was that because fares had been held down? It may be 
that an increase was needed. It may or may not be something 
that you should be concerned about. It is very hard to get a 
handle on those kinds of impacts. In many cities the entry 
controls are not really binding. So, if you remove them, you 
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have a very small impact on the number of cabs. In other cities 
they are obviously very tightly binding, as evidenced by the 
instances where medallions change hands for many thousands 
of dollars. 

Unless anyone has wishes to say anything more, I would like 
to close the session at this point. Thank you very much for 
coming. Thank you, speakers. 

New York City's For-Hire Van Services: 
Blessing or Curse? 
WILLIAMS. ALLISON,* HERBERT S. LEVINSON, AND ARNOLD BLOCH 

The results of a study to analyze the operational, legal, and 
economic impacts of for-hire vans in New York City are pre
sented. As transit servl.ce bas grown less attractive, these ser
vices have proliferated, particularly in the boroughs of 
Queens, Brooklyn, and Staten Island. However, conflicts 
between for-hire van services and public transit, whose busi
ness the vans are competing for, as well as problems with 
traffic and licensing, have caused some to view the van services 
as more of a curse than a blessing. As a result of this study, 
guidelines for improvements in handling licensing, enforce
ment, and street use for van services have been drawn that, 
once implemented, should allow vans to become an important 
complement to transit. 

Many urban transportation planners view privatization as a way 
of rationalizing transit services and reducing costs. Competi
tion through normal market responses is seen as a means of 
allocating service areas better, improving transit's efficiency, 
and cutting, containing, or reducing subsidy needs. Unsub
sidized vans carrying peak-period riders reduce public sub
sidies to the urban transit system, and hence become a public 
good. 

New York City's express and local feeder for-hire vans, 
however, are viewed in a somewhat different perspective. 
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These vans, which carry more than 10,000 passengers to and 
from Manhattan and another 5,000 to and from outlying sub
way stations, are viewed as a blessing by many, but as a curse 
by many others. 

• The van operators state that they provide a needed service 
that reflects market demands. Moreover, most van passengers 
view the vans as an improvement over the public transportation 
service that they formerly used; more than 95 percent of all van 
passengers are former transit riders. 

• The New York City Transit Authority (NYCTA) has pub
licly estimated the erosion in revenues caused by vans at $30 
million to $50 million a year, a figure that others view as 
inflated. (Conversely some planners claim that vans actually 
help NYCTA by carrying peak-period riders who would be 
difficult and costly to accommodate.) 

• City officials are mixed in their attitudes. Some believe 
that because they provide effective journey-to-work trips or trip 
segments, vans are a positive influence on employment in the 
central business district (CBD); others would like to limit the 
proliferation of van services. The New York City Department 
of Transportation (NYCDOT) views the vans as preempting 
needed street space, often illegally. The city's Department of 
City Planning wants to rationalize and bring order to the licens
ing, control, and operation of the vans so that they can improve 
the mobility of city residents and workers and at the same time 
not undercut the regular public transportation system. 

To place these conflicting views in a clearer perspective and 
to determine the city's desired posture with regard to vans, a 
special study was initiated in 1984 by the New York City 




