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The nation’s growth and the need to meet mobility,
environmental, and energy objectives place demands on public
transit systems. Current systems, some of which are old and in need
of upgrading, must expand service area, increase service frequency,
and improve efficiency to serve these demands. Research is
necessary to solve operating problems, to adapt appropriate new
technologies from other industries, and to introduce innovations into
the transit industry. The Transit Cooperative Research Program
(TCRP) serves as one of the principal means by which the transit
industry can develop innovative near-term solutions to meet
demands placed on it.

The need for TCRP was originally identified in TRB Special
Report 213—Research for Public Transit: New Directions,
published in 1987 and based on a study sponsored by the Urban Mass
Transportation Administration—now the Federal Transit Admin-
istration (FTA). A report by the American Public Transportation
Association (APTA), Transportation 2000, also recognized the need
for local, problem-solving research. TCRP, modeled after the
longstanding and successful National Cooperative Highway
Research Program, undertakes research and other technical activities
in response to the needs of transit service providers. The scope of
TCRP includes a variety of transit research fields including plan-
ning, service configuration, equipment, facilities, operations, human
resources, maintenance, policy, and administrative practices.

TCRP was established under FTA sponsorship in July 1992.
Proposed by the U.S. Department of Transportation, TCRP was
authorized as part of the Intermodal Surface Transportation
Efficiency Act of 1991 (ISTEA). On May 13, 1992, a memorandum
agreement outlining TCRP operating procedures was executed by
the three cooperating organizations: FTA, the National Academies,
acting through the Transportation Research Board (TRB); and 
the Transit Development Corporation, Inc. (TDC), a nonprofit
educational and research organization established by APTA.
TDC is responsible for forming the independent governing board,
designated as the TCRP Oversight and Project Selection (TOPS)
Committee.

Research problem statements for TCRP are solicited periodically
but may be submitted to TRB by anyone at any time. It is the
responsibility of the TOPS Committee to formulate the research
program by identifying the highest priority projects. As part of the
evaluation, the TOPS Committee defines funding levels and
expected products.

Once selected, each project is assigned to an expert panel,
appointed by the Transportation Research Board. The panels prepare
project statements (requests for proposals), select contractors, and
provide technical guidance and counsel throughout the life of the
project. The process for developing research problem statements and
selecting research agencies has been used by TRB in managing
cooperative research programs since 1962. As in other TRB activ-
ities, TCRP project panels serve voluntarily without compensation.

Because research cannot have the desired impact if products fail
to reach the intended audience, special emphasis is placed on
disseminating TCRP results to the intended end users of the
research: transit agencies, service providers, and suppliers. TRB
provides a series of research reports, syntheses of transit practice,
and other supporting material developed by TCRP research. APTA
will arrange for workshops, training aids, field visits, and other
activities to ensure that results are implemented by urban and rural
transit industry practitioners. 

The TCRP provides a forum where transit agencies can
cooperatively address common operational problems. The TCRP
results support and complement other ongoing transit research and
training programs.
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FOREWORD
By Staff

Transportation Research
Board

TCRP Report 75: The Role of the Private-For-Hire Vehicle Industry in Public
Transit describes the types of public transit services being provided by private-for-hire-
vehicles (PHVs) and categorizes such services. This report is published in two parts.
The first part documents the results of a national survey of PHVs. The results of this
survey indicate a continuing trend toward diversification of PHV operators, a size dis-
tribution skewed toward smaller operations, heavy reliance on independent contractor
drivers, and a high incidence of contracting (particularly among taxicab operators). The
results also indicate that transit service contracting is not a significant source of PHV
revenues.

The second part of the report summarizes eight case studies and draws conclusions
from the analysis of these case studies. The case study sites are Ann Arbor, Michigan;
DuPage County, Illinois; Houston, Texas; Los Angeles, California; Montgomery
County, Maryland; Portland, Oregon; Seattle, Washington; and the State of Wisconsin.
The functional areas examined for these case studies consist of funding, the selection
process, contract terms, general administration, public/private roles and responsibili-
ties, regulatory requirements, and operations.

This report includes a multimedia presentation on CD-ROM. This presentation
provides information on the current services that PHVs provide in the public transit sec-
tor and showcases the case studies.

The report should be useful to public and private transportation managers, metro-
politan planning organizations, and other transportation decision makers at local, state,
and federal levels.

There is no current description of the types of public transit services being provided
by PHVs and no inventory of such services. Most statements about the role of PHVs in
public transportation are anecdotal or based on a few case studies or news reports. Thus,
a new descriptive profile of the public transit services provided by PHVs is needed in
order to assess their current role properly. The information and statistics assembled in
this report document the roles of PHVs in the public transportation sector and illustrate
the importance of PHV and paratransit operations.

The Institute for Transportation Research and Education (ITRE) at North Carolina
State University, in association with Multisystems, Inc., and the Taxicab, Limousine,
and Paratransit Association, prepared the final report and the CD multimedia presenta-
tion for TCRP Project B-16. To achieve the project’s objectives of defining current and
potential services provided by PHVs in the public transit sector and describing the role
of PHVs, the research team performed a literature review, conducted a national survey,
conducted a workshop, and performed case studies.
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The goal of TCRP Project B-16 can be simply stated:

To compile accurate and relevant information on the private-for-hire (PHV) industry and how
it can best be incorporated into public transportation services and to engage the PHV and tran-
sit industries in the consideration of service collaboration.

This goal requires an understanding of the nature and capabilities of the PHV indus-
try before the application of that knowledge in promoting collaboration between PHV
operators and public transportation providers. To understand the nature and capabili-
ties of the PHV industry requires accomplishment of the following research objective:

To document the inherent characteristics of the PHV industry that are relevant to public tran-
sit operations.

To accomplish this research objective, several steps must be taken: (1) definition of
the nature and scope of the PHV industry; (2) description of the salient characteristics
of the industry; and (3) provision of whatever information is available on these salient
characteristics.

Part I of this report accomplishes all three of these steps, which together constitute
the first three tasks of the research study. Part I describes the results of the national PHV
survey and compares these results with earlier data pertaining to the industries that con-
stitute the PHV industry. It is, therefore, the first research report that deals compre-
hensively with the entire PHV industry.

The remainder of Part I has a body of six parts. Chapter 1 defines private-for-hire
vehicles and delineates the scope of the services that constitute the PHV industry.
Chapter 2 identifies the characteristics of the PHV industry that are relevant for the pur-
poses of this research. Chapter 3 also reviews data sources. Chapter 4 describes how
the national PHV survey was conducted. Chapter 5 provides the results of the national
PHV survey; Chapter 5 also includes comparisons of the results of the national survey
and the results of earlier surveys. Finally, Chapter 6 presents some conclusions.

In addition, a glossary and references are included as supporting material for Part I.

SUMMARY

THE ROLE OF THE PRIVATE-FOR-HIRE 
VEHICLE INDUSTRY IN PUBLIC TRANSIT

PART I
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Conceptually, the PHV industry is easy to define: It is the
range of private urban and rural passenger transportation
services that might augment or even substitute for conven-
tional transit services. However, it is not so easy to provide
an operational definition of the scope and contents of the
PHV industry. Indeed, the TCRP B-16 steering committee
struggled with this task and invented the term “private-for-
hire vehicle” (PHV) to describe this assortment of private
services. The committee assigned to the PHV moniker “pri-
marily taxicabs, but shuttles, limousines, and jitneys are also
included.” However, this definition is but a starting point in
operationally delineating PHV services and their salient
characteristics.

Going beyond this results in several definition problems.
One is that PHV operators frequently operate more than one
type of PHV service. PHV operators frequently operate PHV
services along with services outside the realm of PHV. For
example, many taxi operators also operate premium sedan
services, van services under contract to third-party providers,
and even airport shuttle services. Some also operate charter
buses, which fall outside the PHV range of services. Thus,
any enumeration of PHV operators may result in the mis-
counting of such important statistics as the number of
operators and the number of vehicles operated. Statistics
describing the PHV industry must be compiled and inter-
preted with care.

A second problem is that there is no agreed-upon termi-
nology for and definitions of component PHV services.
“Premium sedans,” “executive sedans,” and “black cars” are
but three of the terms used in different cities to mean a ser-
vice falling between taxi service and limousine service. The
term “livery” is particularly ambiguous in that it is used in
different ways in different jurisdictions. Webster (1997)
uses “livery” to mean a “light-highway-vehicle-for-hire-
with-driver.” In New York City, the term “livery” is used to
mean a car service, which in other cities would be called a
taxicab. The term “taxicab” is used differently in New York
City than elsewhere; in New York it means a vehicle that is
not dispatched and responds only to street hails. Added to
these ambiguities are such terms as “for-hire vehicles,”
“shuttles,” and “jitneys,” all of which are defined differently
from place to place.

Even the one characteristic common to all PHV services—
belonging to the private sector—is not without ambiguity.

Many private operators contract with public agencies to pro-
vide service, thus raising the question: what is private and
what is public? Is a service private if it is operated by a pri-
vate operator, even if it is provided under the auspices and
funding of a public agency?

Because of these problems two challenges emerge. One is
to define exactly what services are included in—and excluded
from—the range of services making up the PHV industry.
Second is to obtain relevant, reliable, and consistent data on
these PHV services and operations. This second challenge is
especially difficult because there are several associations rep-
resenting the PHV industry, and national data sources use dif-
ferent definitions of specific services.

To meet these challenges, we must first establish opera-
tional definitions of PHV services. For the purposes of this
study, PHV services

• Provide surface transportation for passengers;
• Are owned and operated by private, for-profit firms; and
• Generate revenues through fares, scrip, or contracts.

These criteria include the specific services listed by the
Project B-16 steering committee:

• Taxicabs,
• Shuttles, 
• Limousines, and
• Jitneys,

as well as several services not included in the committee’s
list:

• Liveries and car services,
• Executive sedans and black cars,
• Ambulettes, and
• Children’s transportation.

The definitions of these service names, as well as other
related terms, are included in the Glossary.

Perhaps as important to the PHV definition are the services
excluded. Excluded services are as follows:

• ADA or other specialized or general paratransit services
operated directly by public transit agencies,

CHAPTER 1

PHV INDUSTRY SCOPE AND DEFINITIONS
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• Charter bus and sightseeing bus services,
• Transportation operated directly by social service agen-

cies,
• Hotel and other courtesy vehicles, and
• Transportation management firms.

The first exclusion is ADA services operated not by a private
contractor but by a transit agency. These services are excluded

because they are not in any sense private. The second exclu-
sion is made because charter and sightseeing operators usu-
ally operate motor coaches. Social service agencies that oper-
ate their own transportation are excluded because they do not
involve private, for-profit operators. Courtesy vehicles are
excluded because they are available only to the patrons of
selected activities, such as hotels, auto repair shops, and other
businesses.
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Although PHV services have many interesting characteris-
tics, only a few characteristics are relevant to the goal of this
research: size, structure (i.e., size distribution of the industry),
organizational structure, economic and safety regulatory fac-
tors, and contract services. One is the size of the PHV industry.
The size of the industry is of general interest and is of partic-
ular interest in assessing the capacity of the PHV industry to
provide additional public transportation services. It is also
important to know if the industry is growing or decreasing in
size and how the PHV industry is distributed geographically.
To discuss how PHV operations may augment public transit
services, first, the extent to which PHV operators serve areas
served by transit operators must be determined.

The structure of the industry is equally important. “Struc-
ture” is defined herein as the size distribution of the industry.
Is the PHV industry highly concentrated among a few oper-
ators or spread among many small operations? To understand
how PHV operators and transit operators can work together,
one must first understand the structure of the PHV industry.

A third characteristic is the organizational structure of the
PHV industry. Of importance is the range of organizational
forms used predominantly in the industry. For example, most
taxi companies use independent contractor drivers, and a few
taxi operations have recently become co-operatives or associ-
ations. These organizational characteristics raise questions
among some transit operators about whether taxicab organiza-
tions have control over service quality and, therefore, whether
they can manage contracted services. Of particular concern
among public transit operators is whether taxicab drivers can
be required to undergo the training required for transit ser-
vice contracts.

The fourth characteristic is how the PHV industry is reg-
ulated. Here one must differentiate between two types of reg-
ulation: economic regulation and safety regulation. The lat-
ter is relatively common, generally not controversial, and

includes vehicle inspections, insurance requirements, and
driver testing and licensing. Safety regulation is important
though because it also includes passenger service quality
standards. Economic regulation also is common, but can be
controversial and is carried out in many different ways. Such
regulation includes limiting the supply of service, setting
fares, and restricting how and where service can be provided.
Another aspect of regulation is what agencies regulate a par-
ticular PHV service. Perhaps the most important PHV regu-
latory concern among public transit operators, however, is
whether taxi operators can be required to comply with three
requirements common to transit operators: high limits on lia-
bility insurance; training of drivers; and drug and alcohol
testing.

Finally, one must seek to know the extent and nature of
contract services in which PHV operators participate. This
information is necessary in order to determine the extent of
PHV/transit contracting; we also want to learn of innovative
contract services information that is of direct relevance to the
study goal. Given that contract services are so closely linked
with the range of services provided, these are combined in
this report.

There are, therefore, five relevant characteristics that will
be used in describing the PHV industry:

1. Size and geographical coverage;
2. Size distribution or structure;
3. Organizational structure;
4. Regulation; and
5. Range of services provided and extent of contracting.

Although there are many other interesting characteristics
and although some of these others are mentioned in this report,
these five characteristics will be relied on in describing the
PHV industry.

CHAPTER 2

RELEVANT CHARACTERISTICS OF PHV SERVICES
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3.1 PREVIOUS DATA SOURCES

Before the national PHV survey conducted as part of this
study, there were three categories of potential data sources
regarding the PHV industry: (1) national surveys of travel-
ers; (2) industry surveys; and (3) regulators’ reports.

National traveler surveys come in several forms. The U.S.
Bureau of the Census collects demographic data every 10 years.
These data include travel questions relating to the respondents’
journeys to work. The Bureau has also conducted the Census
of Transportation, Communications, and Utilities, the last
of which was conducted in 1997 but will not be fully pub-
lished until 2000. Hence, the 1992 results are the most recent
ones available. This survey only covers establishments with
employees, thereby excluding many taxi and livery opera-
tions. The Internal Revenue Service provides limited infor-
mation relevant to PHVs: it reports data from sole proprietor
tax returns. The Bureau of Labor Statistics publishes its Con-
sumer Expenditure Surveys on typical household expendi-
tures for various items, including taxi service. However, it
does not report business expenditures, meaning that taxi
expenditures are greatly underreported. The Nationwide Per-
sonal Transportation Survey (NPTS) has been conducted
periodically, usually every 5 to 7 years. The most recent edi-
tion was for 1995. The survey covers all major modes of per-
sonal transportation, but not limousines or liveries. It reports
very few taxi trips; for 1995 there were only about one thou-
sand taxi trips reported.

Industry surveys are sometimes conducted on a national
basis. There have been four national surveys of taxicab and
paratransit services (Gilbert et al., 1982; and Stanley and
Burby, 1988). Each of these surveys asked taxicab operators
to report on their operations, including non-taxi services that
they provide. The national PHV survey conducted as part of
this research study falls into this category of data sources.

Regulators are also a source of some information regard-
ing PHV operators. New York City, for example, has occa-
sionally published fact books covering taxis and for-hire-
vehicles in the City. Some taxi regulators were contacted as
part of this research to provide mailing lists of PHV opera-
tors in their areas.

By far the most comprehensive and most recent source of
PHV data is Webster (1997). Webster focuses on the taxi

industry, as well as various “light-highway-vehicle-for-hire-
with-driver services,” a category he labels “liveries.” The liv-
ery category includes black cars, car services, and limousines.
Thus, his scope of focus, “taxis and liveries,” incorporates most
of what the research team has defined as PHVs. The exceptions
are shuttles, children’s transportation, and ambulettes. Webster
makes a significant contribution by examining, combining,
extrapolating, and comparing more than 90 sources of infor-
mation on “taxis and liveries.”

In the remainder of this chapter, all these data sources are
examined. In Section 5 comparisons, where possible, are
made with the results of the national PHV survey.

These data sources are inadequate either to describe the
PHV industry fully or to make many meaningful comparisons
with the results of the national PHV survey. The inadequacy
of previously available PHV data sources underscores the
need for TCRP B-16. The previous taxi data are old; the most
recent data come from the national taxicab survey conducted
in 1986 and published in 1988. The limousine data are recent,
but they are not as comprehensive as are the taxi data. For
the other modes few data are available. The sole exception
is car services, which, because of their apparently unique
presence in New York City, are completely covered by the
data from the New York Taxicab and Limousine Commis-
sion (Schaller, 1993).

3.2 SIZE AND GEOGRAPHICAL COVERAGE

There are several common measures of industry size,
including number of operators; number of firms; revenues
generated; and usage measures such as number of passen-
gers, passenger miles, and vehicle miles. Although each of
these has relevance to the understanding of the PHV indus-
try, some are more useful and reliable than are others.

One way to assess the size of the PHV industry is by the
number of operators. By “operator” the research team means
an entity operating in a single locale. Operations that span
two or more service areas are considered to be two or more
operators, even if owned by the same company. This inter-
pretation has historically worked well in the PHV industry,
given that there were few multicity operators. Recent con-
solidation within the taxicab and limousine industries, how-
ever, has made the term “operator” more difficult to interpret.

CHAPTER 3
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Table 1 shows what is known about the numbers of PHV
operators in the United States. The 1981 and 1986 estimates
are from national surveys of taxicab operators. Unlike the
1998 survey, these surveys made no attempt to capture data
on non-taxi PHV operators. The estimates from Limousine
and Chauffeured Transportation Magazine are based on the
magazine’s annual surveys of its readers; for 1998, nearly
1,200 limousine operators responded. The 1992 Webster esti-
mates are based on a sample of local transportation regulators
(Webster, 1997, p. I-15). Webster extrapolated these numbers
by geographical sizes of cities and towns. As noted earlier,
Webster placed all non-taxicab PHV industries into one cate-
gory called “livery.” The 1996 numbers reported by Webster
are from American Business Information, Inc., (ABI) which
has a national database compiled from yellow page listings
and other sources for all industries (Webster, 1997, p. II-2).
The estimates from Schaller are for New York City only. For
car services, the New York City and the national estimates are
probably the same because the term “car service” is appar-
ently unique to New York City. However, there are executive
sedans (or black cars) in cities other than New York.
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The variations in the estimates in Table 1 illustrate the dif-
ficulties in assessing the number of PHV operators. First,
these estimates come from different sources using different
methodologies. Second, even those using similar method-
ologies show different results. For example, the 1981 and
1986 national taxicab surveys produced vastly different esti-
mates of the number of taxi operators in the country.

There are several reasons for the discrepancies evident in
Table 1. A major source of the reliability problem is that
many PHV operators operate more than one type of PHV ser-
vice. The 1981 national taxicab survey found the 17.3 per-
cent of the taxi operators also operated limousines (Gilbert 
et al., 1982); the 1986 survey found 14.6 percent (Stanley and
Burby, 1988). Webster analyzed 1996 ABI data to find 6,709
taxi-only operators and 664 firms that operate taxicabs and
limousines and/or car services (Webster, 1997). Likewise, he
found 9,527 limousine-only operators and 719 entities that
operate limousines and taxicabs and/or car services. The
multiple-service nature of PHV operators means that one
must be careful to eliminate double counting when reporting
statistics denoting the size of the industry.

1981 1986 1992 1996 

Taxicab 3,089
a

 6,349
b

5,701
d

7,373
e

 

Limousine n.a. 4,500
c

7,500
c

9,000
c
; 9,527

e

Car Service n.a. n.a. 477
f

786
e

Executive Sedan n.a. n.a. 45
f

7,500
d

Shuttle n.a. n.a. n.a. 6
e

Children’s n.a. n.a. n.a. 7
e

 

Ambulette n.a. n.a. n.a. 9
e

Total n.a. n.a. 13,201 17,181-17,708

a. Source:  Gilbert et al., 1982. 

b. Source:  Stanley and Burby, 1988. 

c. Source:  Limousine and Chauffeured Transportation Magazine, 1998. 

d. Source:  Webster, 1997. 

e. Source:  Webster, 1997, using Business USA data. 

f. Source:  Schaller, 1993. 

TABLE 1 Number of PHV operators, U.S.



There are also at least three other sources of discrepancies
in the size estimates in Table 1. One is that many operators
operate simultaneously under different names, such as sev-
eral taxicab operations operating from the same facility.
Another is that many taxicab fleets contain owner-operators
who in some cases own more than one cab, meaning that
there are actually sub-fleets operating within a larger fleet
and raising the question of what the term “operator” actually
means. Finally, there is the problem that PHV operators
come and go, and, therefore, any mailing list or tabulation is
always out of date.

Another measure of industry size is the number of PHV
vehicles in operation. Table 2 shows the best evidence avail-
able on the number of PHV vehicles. As with the number of
PHV operators, the number of PHV vehicles shows discrep-
ancies. A notable example is the two widely different esti-
mates of the number of taxicabs for 1982 and 1986.

Because of the differences in the data in Table 2, few con-
clusions can be made safely from Table 2. We really do not
know the overall size of the industry, even though Webster’s
estimate for 1992 is the only estimate that comes close to
being comprehensive. A second conclusion is that the esti-
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mate of the number of car service vehicles is probably close
to the 19,559 number because car services seemingly exist
under that name only in New York City and this number is
based on the number of car service vehicles licensed in New
York City.

Yet another measure of the size of the PHV industry is the
geographical coverage of the industry. Very little informa-
tion is available on this measure—only Webster has esti-
mated it. To make his estimates, Webster used telephone list-
ings and regulator reports for samples of cities and towns and
expanded these estimates to cover all cities and towns by size
category. For 1992, Webster cites data from the Bureau of
the Census showing that there were 1,057 cities and towns
over 25,000 population in the United States. Of these, more
than 67 percent (710) had taxi service and more than 69 per-
cent (733) had livery service of some type. For the 18,160
places under 25,000 population enumerated by the Bureau of
the Census, the picture is very different. More than 16 per-
cent (2,906) had taxi service, and more than 7 percent (1,271)
had livery service.

It is interesting to compare these results with the coverage
provided by transit service. Unfortunately, such data are not

 1981 1986 1992 1996 

Taxicab 94,023
a

170,800
b

101,351
c

n.a.  

Limousine n.a. n.a. 18,605
c

50,050-113,750
d

Car Service n.a. n.a. 19,559
e
  61,590

c
n.a.  

Executive Sedan n.a. n.a. 7,968
e

 

Shuttle n.a. n.a. n.a. n.a. 

Children’s n.a. n.a. n.a. n.a. 

Ambulette n.a. n.a. n.a. n.a. 

Total n.a. n.a. 162,941 n.a. 

 

a. Source:  Gilbert et al., 1982. 

b. Source:  Stanley and Burby, 1988. 

c. Source:  Webster, 1997 

d. Source:  Limousine and Chauffeured Transportation Magazine, 1998. 

e. Source:  Schaller, 1993. 

TABLE 2 Number of PHV vehicles, U.S.



available. The American Public Transit Association (APTA)
reports that there are 552 urban transit agencies in the United
States, but it does not report how many urbanized places have
transit (APTA, 1997). It also reports that there are 1,074 rural
transit agencies and 3,594 specialized transportation providers.

As a corollary to the geographical coverage of the PHV
industry, it is interesting to note the extent to which PHV
operators have competition with other PHV operators. This
information has direct bearing on the ability of transit oper-
ators to solicit competitive bids from PHV operators on con-
tracted transit services. Unfortunately, the only available
information on competition is for taxicabs and this informa-
tion is rather old. Stanley and Burby (1988) report that about
75 percent of the taxi operators in 1986 faced competition
from other operators in their service areas. This percentage
varied with city size: 93.1 percent of taxi operators in cities
over 200,000 population faced competition from other taxi
operators whereas 69 percent in cities under 50,000 faced
competition.

3.3 SIZE STRUCTURE

Another important characteristic of the PHV industry is its
concentration or size distribution. Here one must differenti-
ate between concentration and consolidation. By “concen-
tration,” the research team means the distribution of PHV
operators by the numbers of vehicles they operate. By “con-
solidation” the research team refers to the extent to which
operations are owned by a single firm. Although there has
been activity by Coach USA, Carey Limousine, and Super-
Shuttle to consolidate the taxicab, limousine, and airport
shuttle industries, all three of these industries—as well as the
PHV industry have generally been unconsolidated. That is,
there have been few instances of multicity operations.

The available evidence of size structure or concentration
is shown in Tables 3 and 4. The evidence is scanty. Table 3
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shows the 1981 and 1986 data for taxicab operators, and
Table 4 shows 1992 data for New York City car services,
black cars, and limousines. Because car services apparently
exist only in New York City, the data in Table 4 for this mode
are also national estimates.

The data in Table 3 indicate that the taxi industry in both
years was rather unconcentrated, although perhaps more
concentrated in 1986 than in 1981; however, the level of
concentration in the taxicab industry remained relatively
constant between the 1981 and 1986 studies. Conversely,
only about 5 percent of the operations in each year had at
least 100 vehicles. These data present a picture of an indus-
try characterized by numerous small operations.

For the data in Table 4, the picture is much the same—
except for the black cars. Only 9 percent of the New York
City car services have 100 or more vehicles, and nearly half
have fewer than 20 vehicles. This size distribution is nearly
the same as that for taxicabs in Table 3. This similarity is
expected because car services are equivalent to taxicabs out-
side New York City. Limousines also display a pattern of
many small operations with only 5 percent having 100 vehi-
cles or more.

The size distribution of New York City black cars, how-
ever, is very different in that it is much more concentrated.
There are no operations with fewer than 20 vehicles, and 
71 percent have 100 or more vehicles. This pattern reflects
the fact that New York black car operations need to be large
in order to serve their large corporate customers and sustain
their heavy investments in communications, billing equip-
ment, and personnel.

3.4 ORGANIZATIONAL STRUCTURE

Organizational structure includes two parameters: the
legal form by which the PHV operator is organized and the
manner in which drivers are compensated. Both are directly

Percent of Operators 

 Taxicabs 1981 1986 

  1-24 76.6
1

77.4

  25-49 9.4 10.6 

  50-74 5.3 4.3 

  75-99 2.5 1.6 

100+ 5.9 6.1 

1 Includes category of 0 vehicles. 

Source: Gilbert et al. (1982) and Stanley 
and Burby (1988) 

TABLE 3 Size distribution of taxicab
operators, U.S., 1981 and 1986

Percent of Operators, 1992 

Number of  Car Black 

 Vehicles Services  Cars Limousines

 1-19 49   0 56

 20-49 27 13 33 

 50-99 16 16   6 

 100+   9 71   5 

Source:  Schaller, 1993. 

TABLE 4 Size distribution of car services, black cars,
and limousine operators, New York City, 1992



relevant to public transit operators’ understanding of how
best to contract with PHV operators.

The relevance of organizational structure to transit ser-
vices is that transit operators often have requirements that
they must meet and pass on to their subcontractors. Three
important ones are high liability insurance limits; driver
training; and drug and alcohol testing. To contract with PHV
operators, public transit operators must be able to ensure that
PHV organizations can comply with such operational require-
ments or determine that alternatives are acceptable, such as
assuming liability or purchasing coverage.

The published information is scanty and exists primarily
for taxicab operations. Tables 5 and 6 summarize the avail-
able information for the taxicab industry. Four out of five taxi
operations are closely held corporations, individual propri-
etorships, or partnerships. Few (about 4 percent) are public
corporations; a similar number are associations or coopera-
tives. There is, however, evidence that the percentages for
both public corporations and associations and cooperatives
are considerably higher now than in 1986 when the data in
Table 5 were collected. Several national public corporations
have been purchasing taxicab operators, so the percentage of
taxi operations that are publicly held has probably increased
slightly. In addition, taxicab operators in several cities have
transformed themselves into cooperatives in order to spread
ownership among large numbers of drivers and thereby fend
off deregulation initiatives while promoting driver longevity.
Thus, one would expect that the percent of associations
and/or cooperatives has increased slightly since 1986.

Table 6 shows one of the most pronounced and important
changes that has occurred in the taxi industry over the past
few decades. The industry has changed from employee driv-
ers to independent contractor drivers. The first two categories
in Table 6 represent employee drivers; the latter two are inde-
pendent contractor drivers. In 1981, 41.9 percent of the taxi-
cab industry’s drivers were employees; in 1986 only 25.8 per-
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cent were. Given the long-term nature of this trend away
from employee drivers, one would expect this percentage to
be even lower now.

Also evident from Table 6 is the switch toward owner-
drivers. These drivers own their own vehicles and perhaps
their own vehicle permits and drive under the auspices of a
larger taxi organization. They may be cooperative or associ-
ation members or owners or simply vehicle owners. Regard-
less, they form a growing segment of taxicab drivers, increas-
ing from 9.8 percent to 23.4 percent from 1981 to 1986.

These various forms of taxicab operator organization have
been conceptualized into five categories by Dr. Ray Mundy
of the University of Tennessee. Category 1 is the historical
taxicab company representing firms that own all the taxicab
vehicles and for which drivers are employees. The form is
nearly extinct. Category 2 includes firms that own vehicles
and permits and lease the vehicles to drivers, who are inde-
pendent contractors. Next in the order of descending com-
pany control is Category 3, which includes companies or
individuals which lease both permits and vehicles to individ-

Percent of Taxicab Organizations 

   Organizational Form 1981 1986 

Closely Held or Family

    Corporation  56.3 47.2

Individual Proprietorship

  or Partnership 34.6 40.4

Public Corporation 2.7 4.7

Association or Cooperative 4.6 4.2

Other 1.6 3.4

Source:  Stanley and Burby, 1988. 

TABLE 5 Taxicab organizational forms, 1981 and 1986

Driver Percent of Taxi Drivers 

 Category 1981 1986

Commission 38.6 19.9

Hourly 3.3 5.9

Lease 48.3 50.7

Owner-Driver 9.8 23.4

Source:  Stanley and Burby, 1988. 

TABLE 6 Categories of taxicab drivers, 1981
and 1986



ual drivers. Category 4 includes individual drivers who own
their own vehicles and permits, and Category 5 is individual
drivers who lease their permits and operate independently.

There are no comparable organizational data for other
PHV modes. Only the limousine industry has data on driver
compensation mechanisms; for 1998, 50.5 percent of the lim-
ousine drivers were employees.

3.5 REGULATION

PHV regulation is the process by which a public agency
sets and enforces rules regarding how a PHV operator pro-
vides service. It includes rule-making, enforcement, and adju-
dication of penalties.

The theoretical basis for PHV regulation is to correct market
failures. The concept of market failure is that all markets do not
operate according to economists’ criteria for perfect economic
markets. For instance, a taxi patron hailing a cab does not know
how many other cabs are available nor how they compare with
the one he or she is considering engaging. Thus, this taxi patron
is not able to shop for his or her best choice of cabs, and the
market violates the assumption of perfect customer informa-
tion. It is the existence of such situations that calls for public
intervention to protect the customer through regulation.

There are two categories of PHV regulations: safety regu-
lation and economic regulation. They are very different and
must be considered separately.

Safety regulation includes all rules and enforcement activ-
ities designed to ensure passenger service quality and to pro-
tect the health and welfare of the public. Typical safety regu-
lations include requirements for liability insurance coverage;
driver licensing and training; and vehicle specifications and
inspections.

Economic regulations pertain to the amount of service pro-
vided and the fares charged to passengers. Typical economic
regulations include setting fares; establishing financial dis-
closure requirements for operators; and market entry controls.

Comparing economic and safety regulation produces some
interesting insights. One is that there is some overlap between
economic and safety regulation. For example, maximum age
limits on vehicles can be viewed as a safety regulation as well
as an economic regulation.

A second insight is that safety regulation is almost never
controversial whereas economic regulation often is. There is a
clear consensus—even in deregulated transportation industries
such as airlines and railroads—that the government must con-
tinue to provide elements of safety regulation such as facility
inspections and accident investigation. In the PHV industry it
is similarly non-controversial and accepted that government
has a necessary role in licensing drivers, requiring insurance,
and inspecting vehicles. Not so with economic regulation. Ari-
zona, for example, has eliminated economic regulation of all
ground transportation modes. A few large U.S. cities—such as
Indianapolis—and some smaller cities have dropped limits on
the numbers of taxicab licenses. In fact, the term “deregula-
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tion” has become synonymous with the elimination of key
economic regulations while retaining safety regulations.

The most controversial element of economic regulation is
entry control. A 1982 survey of 120 U.S. cities revealed that
87.7 percent exercised some form of entry control. The avail-
able methods of controlling entry are as follows:

1. Fixed ceiling on number of vehicles licensed,
2. Population-to-vehicle license ratio,
3. Public convenience and necessity,
4. Franchise, and
5. Minimum standards.

These methods are listed in descending order of stringency.
The first method sometimes involves issuing medallions

and is exemplified by New York City where the number of
medallions had been fixed at 11,787 since 1937 until the City
recently auctioned off 400 new medallions. However, not all
fixed-ceiling cities use medallions; some even have fixed
ceilings that are not attained because all available taxicab
permits are not requested. In 1982, about 31 percent of the
cities used this method of entry control.

The population ratio method was used by about 9 percent
of the cities. This method requires a city periodically to eval-
uate the need for additional taxicab permits to be issued by
examining the change in city population. A few cities have
experimented with more complex formulae by also including
such economic variables as airport traffic and hotel room
occupancy rates.

About one in every four cities used the public convenience
and necessity (PC&N) method. This method places the bur-
den of proof on applicants for additional taxicab licenses to
show that the public requires additional service.

The franchise system is unique to Los Angeles among large
cities. This system involves granting an operating franchise to
a taxicab company in exchange for the company paying fran-
chise fees and meeting certain service standards.

The minimum standards approach does not limit the num-
bers of taxicabs and indirectly controls the numbers of taxicab
operators by requiring each operator to meet certain standards,
such as having a minimum number of cabs. Seattle recently
switched to using a minimum standards approach.

In addition, a few cities have experimented with open entry.
Price Waterhouse examined 21 cities that adopted open entry
prior to 1990 (Price Waterhouse, 1993). Of these, only 4 still
had open entry when Price Waterhouse conducted its study in
1993; the other 17 cities had re-imposed entry controls.

Taxi regulation is generally a local responsibility. A few
states regulate taxis: Nevada, Colorado, and Pennsylvania. A
few other states share taxi regulation with local governments:
Rhode Island, Maryland, and Kentucky are examples.

Among the non-taxicab PHV modes, there is regulatory
information only for car services because, apparently, all car
services operate in New York City where they are regulated
by the Taxi and Limousine Commission. The Commission
has defined “for-hire vehicles” (FHVs) to include car ser-



vices, black cars, and limousines, and it has adopted a mini-
mum standards approach to control entry. The Commission
does not set the fares for these FHV operators.

There is no comprehensive source of information on how
other PHV industries are regulated (Webster, 1997).

3.6 SERVICES PROVIDED AND CONTRACTING

In assessing the services provided by the PHV industry,
one must consider three elements: (1) the amount of service,
(2) the range or types of services, and (3) the sources of rev-
enues for these services.
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The amount of service can be measured in several ways.
The 1986 national taxicab survey estimated that the taxi
industry provided 1,433 million passenger trips per year.
Webster estimates that taxicabs in 1992 provided 1,059
million passenger trips. He also estimates that liveries (i.e.,
limousines, black cars, and car services) in 1992 provided
223 million passenger trips. For taxicabs and liveries com-
bined, Webster estimates total 1992 revenues of almost 
$6 billion.

The types of services and sources of revenues for taxicab
operators are shown in Table 7. It is noted that 65.1 percent
of the operators in 1986 reported that they provided some
contract services. The sources of those contracts are also
shown in Table 7. The percentages illustrate a long-term
trend in the taxicab industry toward more contract services.

Comparable information for the limousine industry is
provided in Table 8. In addition, limousine revenues also
come partially from national networks of limousine opera-
tors. In 1998, 27 percent of the limousine operators belonged
to national networks, and 13 percent of these operators
received at least 50 percent of their annual revenues from
these networks.

There are no comparable data for other PHV modes.

Percent of Operators Providing Service 

  1981 1986

Regular Services 

Exclusive Ride 82.0 82.0 

Shared Ride 46.5 50.6 

Limousine 17.3 14.6

Package 72.6 65.9

Contract Services 62.2 65.1 

Contract Services 

Company Employees 39.6 46.7 

School Children 54.1 44.2 

Hospital Patients 40.7 45.8 

Government Employees 11.7 14.2 

Blood/Hospital Supplies 52.1 48.3 

Senior Citizens 40.9 44.6 

Welfare Recipients 38.4 44.2 

Handicapped 42.0 35.0 

Dial-a-Ride   9.0 10.0 

Package Delivery  n.a. 59.6 

Other  n.a. 13.8 

Source:  Stanley and Burby, 1988. 

TABLE 7 Services provided by taxicab operators, 
1981 and 1986

Percent of Industry 

Service Total Revenue, 1998 

Weddings 20

Airport Transfers 22 

Corporate Clients 24 

Night on the Town 17 

Hotel/Resort   6 

Funerals   4 

Other   7

Source:  Limousine and Chauffeured Trans- 

 portation Magazine, 1998. 

TABLE 8 Services provided by 
limousine operators, 1998
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4.1 QUESTIONNAIRE DESIGN

The national PHV survey was conducted in order to meet
two research objectives. One was listed earlier in this report:

To document the inherent characteristics of the PHV indus-
try that are relevant to public transit operations.

The national PHV survey also partially fulfills the second
research objective of Project B-16:

To document the current and potential services that PHVs
provide in the public transit sector.

These two research objectives require that the national
PHV survey be more than a status report on the industry, as
were the earlier national taxicab surveys and as was the
recent national limousine survey. Rather, the national PHV
survey also must be a source of information on current col-
laboration between the PHV and public transit industries.

Because of these two important, demanding requirements,
the design of the PHV survey questionnaire was challenging.
On the one hand, the questionnaire had to be comprehensive
enough to gather the relevant data items. In particular, the ques-
tionnaire had to include several questions that had appeared
on the earlier taxi surveys in order to identify temporal trends.
On the other hand, the questionnaire had to be short enough
to avoid discouraging operators from taking the time to fill it
out and return it. Moreover, the questionnaire had to be inter-
esting enough to encourage recipients to respond.

The basic questionnaire design was a series of charts.
Charts were used to allow respondents to provide a great deal
of data in a small amount of space, as well as to make the
questionnaire interesting. The questionnaire was pilot-tested
by sending it to 10 randomly chosen PHV operators. It was
also sent to members of the International Association of Trans-
portation Regulators (IATR) board of directors and to the
members of the Project B-16 review committee. The research
team received extensive and helpful comments from all three
sources, and the questionnaire was greatly improved as a result
of these comments.

4.2 SURVEY ADMINISTRATION

The national PHV survey, conducted during the fall of
1998, asked respondents to report operating data for the pre-
ceding 12 months. The questionnaire was mailed out in early

October, and responses were accepted through the end of
December. In November, a follow-up post card was mailed
to non-respondents urging them to fill out and return the
questionnaire. In February of 1999, another mailing was
made to all non-respondents.

In addition to the post card reminder, the research team
used other methods of encouraging responses. The Interna-
tional Taxicab and Livery Association (ITLA) announced
the importance of the survey to its members via its national
convention and two short articles in its publications to mem-
bers and non-members. ITLA also sent follow-up question-
naires, accompanied by notes from the ITLA executive vice
president to about 1,000 members who had not responded by
the end of November, and reminders were given to taxi
operators at regional meetings that the survey was very
important to the industry. Finally, in cooperation with the
National Limousine Association (NLA), the Airport Ground
Transportation Association (AGTA), and the National Med-
ical Transportation Association (NMTA), the ITLA sent out
the mailing to all non-respondents in February of 1999.

The questionnaire was mailed to PHV operators on a mail-
ing list assembled from three sources. One was the ITLA,
which provided a list of 10,764 operators. The second source
of names and addresses was the International Association of
Transportation Regulators (IATR). Through the cooperation
of the IATR board of directors, the research team were pro-
vided with names and addresses of PHV operators in 11 met-
ropolitan areas and 3 states. After removing obvious dupli-
cates between the IATR and ITLA lists, the research team
reduced the IATR list to 1,250 operators. The third source
was American Business Information, Inc. (ABI), from which
the research team purchased current names and addresses of
operators of ambulettes (253), car services (793), children’s
transportation (51), handicapped transportation (1,367), and
shuttles (59). A total of 2,473 names and addresses were pur-
chased from ABI.

There are problems with this—or any other—mailing list
of PHV operators. In Chapter 1, the research team dis-
cussed several such problems. The research team noted that
PHV operators often operate more than a single type of ser-
vice and that there are many definition problems. Another
problem was discussed in Section 3.1: many taxicab oper-
ators operate—and sometimes advertise—individually, while
at the same time operating within a larger taxicab operating
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organization. All of these problems lead to miscounting of
the true numbers of operators.

Added to these problems are two others. One is the appar-
ent fluidity of the PHV industry. That is, operators come and
go at a rapid rate. Thus, even though our mailing list had been
continually “cleaned” by ITLA and IATR, or—in the case of
the purchased ABI list—kept current, the research team still
had 1,005 surveys (7.31 percent) returned as undeliverable.
A month later, the research team sent out reminder post cards
to 12,713 operators and had 272 returned as undeliverable.
The February mailing yielded another 412 undeliverable
questionnaires.

Yet another problem with any PHV mailing list is the mul-
tiple use of names by the same operator. Thus, an operator may
own several operating names and use all but one as marketing
tools. Therefore, a listing of “operators” will over-count the
true number.

4.3 RESPONSE

The questionnaire was mailed to 13,751 PHV operators.
More than 12.3 percent of these were returned as undeliver-
able, leaving 12,062 questionnaires presumably delivered. A
total of 677 PHV operators responded to the national survey.
This number represents a response rate of 5.61 percent of the
deliverable questionnaires mailed to PHV operators.

It is impossible, however, to compute the true response rate,
which is the number of responses divided by the true number
of PHV operators in the country, a number that is unknown
because of the problems discussed in Section 3.2. What is
known is that problems discussed in Section 3.2 result in over-
counting of the number of PHV operators. On the other hand,
the IATR list indicates that there are at least some PHV oper-
ators who are not included in the ITLA/ABI mailing list. In
fact, of the 12,062 presumably good names and addresses dis-
covered in this study, 1,132 come from the IATR list.

Thus, one is left with a situation in which several factors
point to 12,062 being too high and the possibility of missed
names indicating that the 12,062 estimate is too low. About
all one can do is assume that these factors approximately can-
cel each other leaving 12,062 as a reasonable estimate of the
number of PHV operators. If so, then 5.61 percent is close to
the true response rate.

One of the concerns in assembling the mailing list was
whether the research team should have relied more on local
regulators to supply PHV mailing lists. Because of this con-
cern, the research team tracked the respondents from the
IATR list separately from those of the ITLA and ABI lists.
The response rates for the IATR list and the ITLA list were
3.62 percent and 5.82 percent, respectively.

These results indicate that the response rate for the
ITLA/ABI list was considerably higher than that for the
IATR list. The IATR list included only names that were not
on the ITLA/ABI list for the 14 jurisdictions. Thus, had the
response rate for the IATR list been high, it would have sug-
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gested that there were many PHV operators not included in
the ITLA/ABI list. However, the opposite occurred, suggest-
ing that the IATR list did not provide a large number of
names and addresses of operators not already covered by the
ITLA/ABI list. The likely explanation is that many of the IATR
names are probably additional names of operators already on
the ITLA/ABI list or owner-drivers who operate under the
authority of these operators.

4.4 QUALITY OF SAMPLE

Before making any inferences from the survey results, it is
necessary to determine the extent to which the sample is free
of biases. There are two approaches to this determination.
One is to examine the survey procedures to identify actions
that could possibly produce biases. The other is to examine
the results for apparent discrepancies that might be construed
as resulting from inherent biases.

There are several potential sources of bias in the research
procedures. One is the construction of the mailing lists. The
research team used ITLA’s mailing lists, which are heavily
focused on taxicab, livery, limousine, airport shuttle, and exec-
utive sedan services. However, the ITLA list is based on the
ABI lists, which, in turn, are primarily dependent on telephone
listings and which were also used for the other categories of
PHVs. So, it is impossible to know if substantially different
mailing lists would have been produced had the research team
received inputs from other industry trade groups.

The second source of possible bias is the more intensive
efforts to solicit responses from taxicab and limousine oper-
ators versus other PHV operators. The research team actively
reminded taxi operators to respond by sending out a second
mailing of the questionnaire to about 1,000 ITLA members.
The research team even sent out a third mailing of the ques-
tionnaire to all non-respondents in February. This third mail-
ing included endorsements from the ITLA and three other
associations: the National Limousine Association, the National
Medical Transportation Association, and the Airport Ground
Transportation Association. Although the ITLA membership
includes non-taxicab PHV operators, the membership is
probably skewed toward taxicab operators, meaning that one
should expect that the response rates would be higher for
taxicab operators than for non-taxicab PHV operators. Yet,
the respondents indicate that only 22.9 percent of the services
they provide are taxicab services. Thus, the responses do not
indicate a bias toward taxicab operators.

A third possible source of bias is the size distribution of
the sample. As discussed in sections 5.1 and 5.2, the sample
has proportionately more large taxicab operators than did
either of the 1981 or 1986 national taxicab surveys. Also, the
average number of taxicabs per operator is higher than in pre-
vious studies.

Table 9 shows the response rate on a state-by-state basis.
It shows the sample includes every state and the District of
Columbia. Furthermore, the sample is spread broadly across



the states with only two states accounting for as much as 
10 percent: California (10.0 percent) and New York (10.2 per-
cent). The sample also generally conforms to Webster’s esti-
mates of the distribution of taxicab and livery operators by
size of community. Table 10 shows this comparison, which
is inexact because Webster used 200,000 population to divide
the second and third groupings. Table 10 indicates that the
PHV sample is more highly concentrated in the highest pop-
ulation category and less concentrated in the smallest cate-
gory than are the Webster estimates.

TABLE 9 Respondents by state

TABLE 10 PHV distribution by population of area served
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5.1 SIZE AND GEOGRAPHIC COVERAGE

The 677 respondents represent a broad mix—both geo-
graphically and by service type. The sample contains opera-
tors from 50 states and the District of Columbia. The results
show that 28.5 percent of the respondents primarily serve
rural areas and 71.5 percent serve urban areas. The break-
down of the sample by population of service area was shown
in Table 10. These 677 PHV operators also operate a total of
38,859 vehicles and provide work for 59,541 persons.

The services provided by PHV operators are displayed in
Table 11. The respondents report operating a total of 1,575
individual PHV services, meaning that the average operator
provides 2.3 PHV services. This finding corroborates the dis-
cussion in Section 3.2 about the diversification of PHV oper-
ators. It further underscores the difficulty in categorizing
operators by type and in defining such terms as “taxicab
operator” or “limousine operator” and the problems in count-
ing the total number of PHV operators.

Table 11 also shows the breadth of the services provided
by the PHV industry. All PHV services are provided, although
only 2.0 percent of all PHV services are represented by jit-
ney services and 3.2 percent by private fixed-route services.
Conversely, the most prevalent PHV service, taxicab service,
accounts for only 22.9 percent of all the 1,575 services pro-
vided by the respondents. The services provided by PHV
operators are discussed in detail in Section 5.5.

The survey results confirm another difficulty discussed in
Section 3.2. The respondents report that 30.0 percent of them
use two or more operating names, with the average being
2.58 names. This result illustrates the potential for over-
counting the numbers of PHV operators. It also partly accounts
for the high percentage of undeliverable questionnaires and
for the survey response rate.

Table 12 reports the numbers of vehicles, by type, for each
PHV service. The results show the PHV industry to be very
diverse with respect to vehicle type. For instance, the respon-
dents report that they operate 38,859 vehicles. Most of these
are sedans (74.8 percent). The remaining vehicle types and
percentages of the total PHV fleet are: mini-van (7.2 per-
cent); van (10.2 percent); mini-bus (2.8 percent); and bus
(3.8 percent). The PHV fleet is primarily operated in taxicab
service (61.1 percent). The remaining vehicles are operated
as limousines (2.9 percent); executive sedans (7.4 percent);

liveries or car services (4.9 percent); shuttles (4.3 percent);
private fixed-route (1.8 percent); ambulettes (11.4 percent);
children’s transportation (5.4 percent); and jitneys (0.7 per-
cent). Of the total PHV fleet, 6.8 percent of the vehicles are
wheelchair-accessible.

The right-hand column of Table 12 shows the breakdown
of the fleet by service type. These numbers are calculated by
dividing the number of, say taxicabs, by the number of PHV
operators providing taxicab service (361). Table 12 shows
that, among the PHV operators responding to the survey, those
providing taxicab service have the largest fleets (65.8 taxi-
cabs). For these taxicab providers, 91.9 percent of their fleets
are sedans and 6.3 percent are mini-vans.

In Table 13, the vehicle fleet is broken down in a different
manner. Here one computes the fleet mix for a hypothetical
“average” fleet. This is done by dividing the numbers of each
type of vehicle by the total number of PHV respondents. The
results show that a hypothetical “average” PHV firm has 
59.9 vehicles, of which 44.8 are sedans. These results cor-
roborate the other survey results, as well as long-term trends
in the industry, and document the extent of diversification in
the PHV industry.

These results raise the question of how many PHV opera-
tors there are in the country and how many vehicles they
operate. It is necessary to estimate the first of these parame-
ters in order to estimate the second.

It is challenging simply to estimate the number of PHV
operators in the United States. As was noted in Table 1, the
past estimates of the numbers of PHV operators have not
been conducted in a consistent manner from study to study
and have not been in agreement. Webster’s 1997 study is the
most comprehensive analysis of the size of the largest indus-
tries constituting the PHV industry. Based largely on ABI
data, for 1992, he estimated that there were 5,701 taxicab
operators and 7,500 other operators, which he lumped together
as “liveries.” He estimated for 1992 that there were 13,201
operators in the four largest segments of the PHV industry.
For 1996, he estimated that there were 17,708 PHV operators,
but this estimate covers a wider set of Standard Industrial Clas-
sification than do the 1992 estimates and, therefore, is not
directly comparable.

By comparison, for the national PHV survey, the research
team mailed out 13,751 questionnaires, of which 1,689 were
undeliverable, leaving a total of 12,062 PHV operators. Several

CHAPTER 5
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TABLE 11 Services provided, 1998

TABLE 12 Vehicles operated, 1998
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factors argue that this number over-estimates the true number
of operators. The diversification of PHV operators and the
use of multiple operating names both tend to make 12,062 an
over-estimate. Likewise, the likelihood that some firms in the
12,062 are sub-fleets within larger fleets also in the sample
argues that the sample contains some double-counting and
hence is too high. On the other hand, the mailing list may
have excluded PHV firms, and these omitted names makes
the 12,062 estimate conservative. These estimates leave in
doubt any single estimate of the number of PHV operators.
At best, one can conclude that there are between 11,000 to
13,000 PHV operators in the country.

It is no easier to estimate the number of vehicles per oper-
ator. For 1992, Webster estimated that there was an average
of 12.3 vehicles per operator. Our estimate is much higher:
59.9 vehicles per operator. For taxis only, the 1986 taxicab
survey estimated 26.9 vehicles per taxi operation; Webster
estimated 17.8 vehicles per taxi operation for 1992.

These wide variations call into question anything but
broad estimates of the numbers of PHV vehicles in the coun-
try. About all that the results allow us to conclude is that the
number of PHV vehicles estimated by Webster (162,941) for
1992 is probably very conservative.
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Table 14 shows the degree to which PHV operators face
local competition from other PHV operators providing the
same types of services. Only 14.7 percent of the PHV respon-
dents indicate that they face no local competition from other
PHV operators. For taxicab and limousine operators, the
respective percentages are 23.3 percent and 10.8 percent.
This finding agrees with the 1986 national taxicab survey,
which found that only about one of every four taxicab com-
panies faced no competition. It also dispels the myth that
taxicab operators often have local monopolies.

5.2 SIZE STRUCTURE

Table 15 presents the size distributions of the PHV indus-
try and the taxicab industry. The data in Table 15 are the per-
centages of respondents that fall in each size category.

Several conclusions are evident from Table 15, particu-
larly when compared with data from previous studies shown
in Tables 3 and 4. One conclusion is that most PHV opera-
tors (64.8 percent) operate fewer than 25 vehicles. Further-
more, this finding holds for taxicab operators, and it holds for
the past two national taxicab surveys. The PHV industry and
the taxicab industry may both be described as large industries
of small companies.

It is also evident that the national PHV survey results for
taxicabs have proportionately more larger firms than did
either of the two previous taxicab surveys. As shown in
Table 3, the 1986 survey produced a size distribution that 
is slightly less skewed toward small companies than was 
the 1981 survey. The 1998 survey continues this apparent
trend away from smaller operators. However, it is not pos-
sible given the small number of studies (i.e., 1981, 1986,
and 1998) to determine if this apparent trend is real or merely
a reflection of the three samples. In particular, it appears
that the current study sample is skewed toward larger PHV
operators.

TABLE 13 “Average” PHV operation

TABLE 14 Market share



5.3 ORGANIZATIONAL STRUCTURE

Table 16 presents the distribution of types of organiza-
tional forms used by taxi operators, limousine operators,
other (i.e., neither taxicab nor limousine operators) PHV
operators, and all PHV operators.

Generally, the results are similar across these four vehicle
types. The differences are that other PHV operators (i.e.,
non-taxicabs and non-limousines) are more likely to be
organized in private corporations, taxi operators are more
likely to be organized as cooperatives and associations, and
other PHV operators are less likely to be organized as sole
proprietorships.

Comparisons can be made between the taxicab results in
Table 16 and the results in Table 5 for the last two national
taxicab surveys. Although there is general agreement, two
notable differences exist. One is that the use of private cor-
porations is more prevalent in 1998 than for either of the pre-
vious studies. The other is that the use of cooperatives and
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associations has doubled from 4.2 percent in 1986 to 8.5 per-
cent in 1998.

Table 17 shows the distribution of organizational forms as
a function of the size of the PHV operation. These results
show that smaller firms are more likely to be organized as
either sole proprietorships or partnerships than are larger
firms. The other differences do not produce any apparent
trends.

5.4 REGULATION

The PHV operators were also asked about the regulatory
structures under which they operate. The operators were
asked which governmental agencies regulate their fares and
vehicle permits. Not surprisingly, the most frequent answers
were “city” (52.1 percent) and “state” (47.4 percent). Other
responses were “county” (17.1 percent), “federal govern-
ment” (10.4 percent), “transit district” (7.1 percent), “school

TABLE 15 Size distribution, 1998

TABLE 16 Organizational forms, 1998



board” (2.8 percent), and “other” (7.4 percent). These results
confirm that PHV regulation is generally a function of local
governments and agencies.

Table 18 shows the relationships between types of PHV
services and types of regulations. Among all types of PHV
services, insurance is almost universally required by regula-
tors. Because all PHV operators presumably have some type
of insurance requirements, one would expect the right-hand
column in Table 18 to be all “100 percent.” That it is not can
only be interpreted as meaning that some respondents
inferred that the survey question applied only to their local
regulators and not to include state motor vehicle regulations.

For other types of regulations, however, there are consid-
erable differences among PHV services. For example, fares
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are regulated for 76.0 percent of taxicab operators, but only
for 31.4 percent of executive sedan operators. Likewise, the
incidence of market entry controls is 64.2 percent for taxicabs
and only 47.8 percent for children’s transportation services.

5.5 SERVICES AND CONTRACTING

PHV operators depend heavily on contracts for revenues.
They report that 64.0 percent of the PHV operators engage in
some types of contracting.

PHV operators report that 36.7 percent of their aggregate
revenues come from contracts. In aggregate, the PHV indus-
try receives 16.5 percent of its revenues from contracts with

TABLE 17 Organizational form by size, 1998

TABLE 18 Regulation of PHVs, 1998



private firms, 17.3 percent from public sector contracts, and
2.9 percent from other contracting sources.

Table 19 shows how the sources of revenues differ with
PHV operator size. This table presents a striking result: there
is little difference among PHV size categories with respect to
percent of revenues garnered from contracts. Slightly more
contract revenues are received by PHV operators in the two
middle-size categories than by operators in the other size cat-
egories. The relative lack of relationship to size suggests that
operators of all sizes are well aware of contracting and is in
contrast to the 1986 taxicab survey, which found larger oper-
ators contracted more than smaller operators did. Public and
private contracting sources generally account for similar pro-
portions of PHV operators’ revenues.

The respondents were asked to rank 13 sources of contract
revenue according to their importance in providing revenues.
The research team weighted the responses with five for the
most important, four for the next most important, and so on
for the top five sources. The results are shown in Table 20.
Private citizens and private companies are the most impor-
tant sources of revenues, with Medicaid ranking third. The
next eight sources are closely bunched. The least important
is private schools.

Given the focus of this research project, it is interesting to
note that transit ranks seventh in importance. This result con-
firms the need for Phase Two of this study.

Tables 21 and 22 show the incidence of contracting, by
source, for those PHV operators who contract. The two figures
are similar: Table 21 includes private sources of contracts, and
Table 22 public sources. The results reflect many differences
among types of PHV operators. For example, contracts with
private companies are especially prevalent among taxicab,
limousine, executive sedan, and livery/car service operators,
but rather unusual among children’s and jitney service opera-
tors. Package delivery is common among taxicab operators,
but not among other PHV operators. Social service contract-

20

ing is common among taxicab operators and livery/car service
operators, but uncommon among other PHV operators.

The results show that taxicab operators have increased
their levels of contracting since the most recent taxicab sur-
vey in 1986. Overall, 38.9 percent of the revenues received
by taxicab operators come from contracts. Comparing Tables
21 and 22 with similar data for the 1986 survey shows that

TABLE 19 Sources of revenues by size, 1998

TABLE 20 Most important sources of 
contract revenues



TABLE 21 Contracts with private entities, 1998

TABLE 22 Contracts with public entities, 1998
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the incidence of taxicab contracting has increased across the
board since 1986.

Of particular interest is the degree of PHV contracting
with transit operators. Incidence of transit contracts varies
from a high of 31.8 percent with taxicabs and with executive
sedans to a low of 5.0 percent with shuttle operators. Over-
all, only 26.5 percent of the PHV operators report having
contracts with transit operators.

Table 23 provides more detailed information on PHV
operators’ contracts with transit operators. For all PHV oper-
ators, the two most common types of transit contracts are
ADA paratransit and voucher/user-side subsidy contracts.
These two categories are engaged in by 47.2 percent and 
46.5 percent, respectively, of the PHV operators with transit
contracts. The least common is feeder service, with only 
9.3 percent of the transit-contracting PHV operators engaged
in this category of transit service.

The survey results provide useful information on other
aspects of contracting. Of the PHV operators who have con-
tracts, 61.0 percent use independent contract drivers for at
least some of their contracts. Of these operators 18.2 percent
provide their independent contractor drivers with CPR train-
ing, 22.0 percent require Commercial Driver’s Licenses
(CDLs), 45.1 percent do driver drug testing, and 33.7 percent
provide sensitivity training.

The survey yields comparable information for employee
drivers. Of the contracting PHV operators, 65.1 percent use
employee drivers. Of these operators 36.5 percent provide
their drivers with CPR training, 38.7 percent require CDLs,
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66.7 percent require drug testing, and 45.7 percent provide
sensitivity training.

To gauge how connected PHV operators are to local con-
tracting opportunities, the survey included three questions
about regular attendance at local meetings. In response to
these questions 36.6 percent said that they regularly commu-
nicate with or attend meetings of their local transit agency,
21.4 percent for their local metropolitan planning organiza-
tion, and 42.5 percent for their local regulatory body.

5.6 OTHER RESULTS

Virtually all (94.7 percent) of the PHV respondents report
that they provide some type of dispatching services to their
drivers. Table 24 shows that the most popular dispatching
technology used by taxicab operators is the two-way radio,
although 31.1 percent report using computers, either as
computer-aided or fully computerized. For limousine oper-
ators, the most prevalent dispatching method is mobile
phones (71.6 percent). Fully 39.1 percent of the limousine
respondents report using some type of computer dispatch-
ing. For all PHV operators 31.5 percent use some form of
computer dispatching.

The PHV national survey also presents a picture of the
PHV workforce. The 677 respondents report having 59,541
workers, of which 87.3 percent are drivers. The remainder is
made up of office personnel (9.6 percent) and maintenance
personnel (3.1 percent). Among the drivers 73.7 percent are
independent contractors.

TABLE 23 Transit contracting, 1998



More detailed information on independent contractor
drivers appears in Tables 25 and 26. In the first of these
figures, the percent of independent contractor drivers is
shown as a function of size category of PHV operators.
Generally, the larger the PHV operation the higher the
percentage of independent contractor drivers. The varia-
tion of percent independent contractor drivers with PHV
service type is shown in Table 26. The highest percentage
is for taxicabs (91.0 percent); the lowest is for ambulettes
(5.0 percent).

By examining taxicab operators alone, one can compare
our results with the results from the past two national taxicab
surveys. First, there is a continuation of the trend toward
fewer non-driver personnel. Our results show that 8.1 percent
of the taxicab workforce is office personnel and 2.7 percent
are maintenance workers. The sum (10.8 percent) represents
the percentage of the taxicab workforce that is non-drivers.
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This percentage is less than that for 1986 (11.4 percent) and
for 1981 (12.6 percent).

Similarly, comparisons can be made for taxicab driver per-
sonnel. In 1998, fully 91.0 percent of taxicab drivers were
independent contractors, compared with 74.2 percent in 1986
and 58.1 percent in 1981. Interestingly, the increase has
occurred among lease drivers, rather than among owner-
drivers. In 1986, the percentages of owner-drivers and lease-
drivers were 23.4 percent and 50.8 percent, respectively. In
1998, the percentages were 21.5 percent and 69.5 percent,
respectively.

These results also indicate that taxicabs—compared with
other PHVs—have relatively fewer non-driver workers and
much higher rates of independent contractor drivers.

TABLE 24 Types of dispatching, 1998

TABLE 25 Percentage independent
contractor drivers by size, 1998

TABLE 26 Independent contractor drivers



24

TABLE 28 Fare system for regular services

TABLE 27 Fare system for contract services

Tables 27 and 28 present data on how PHV operators
charge for their transportation services. Table 27 deals with
contract services; Table 28 covers regular services. For
both tables, the numbers are the percentages of operators in
each category who report using each fare system.

It is apparent from both tables that there are considerable
variations among types of PHV operators with respect to
how they compute fares. For example, for contract services,

80.7 percent of the limousine operators use hourly rates, yet
only 19.0 percent of taxicab operators do.

What is most evident from these two charts, however, is
their similarities. For example, there are only slight differ-
ences between the two charts with respect to all PHV oper-
ators. The conclusion is that PHV operators generally use
the same fare systems for contract services as for regular
services.
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The national PHV survey confirms what the previous
taxicab studies have shown: the PHV industry is increas-
ingly diverse. It is diverse in its vehicle fleet, in its range of
services, and in PHV operators using multiple names. The
average number of services offered by a PHV operator is
2.3, and 30 percent of the PHV operators use more than one
operating name. This diversification suggests that PHV oper-
ators are sensitive to addressing the needs of various mar-
ket niches and purchase the diverse vehicle fleet necessary
to do so.

Diversification also poses difficulties to researchers and
policy-makers. It is increasingly difficult to categorize oper-
ators, and counting them encounters the real risk of over-
counting. The number of PHV operators can be estimated as
between 11,000 and 13,000.

The study confirms that PHV operations are primarily small
businesses. As with prior taxicab studies, this survey shows
that well more than one-half of the operators have fewer than
25 vehicles. The results also show that most PHV operators do
have local competition from other PHV operators.

The PHV industry uses a wide variety of types of organi-
zational structures, and the results show that taxicab opera-
tors have in the past 12 years doubled their use of coopera-
tives and associations. Most PHV operators are locally
regulated, and most PHV operators face regulation of their
fares and entry controls.

The study conveys much about contracting within the PHV
industry. Most PHV operators engage in some service con-

tracting, and comparisons with the two most recent national
taxicab studies show that the amount of taxicab contracting has
increased. Overall, the PHV industry receives 36.7 percent of
its revenues from contracts. While public-sector sources are
approximately the same in importance as contracting revenue
sources as are private-sector sources, transit contracting is only
modestly important as a revenue source. Just 26.5 percent of
PHV operators contract with transit providers. The two most
prevalent types of transit contracting services are ADA and
voucher services. PHV operators tend to employ the same
types of fare systems for contract services as they do for their
regular services.

The PHV industry almost uniformly dispatches vehicles.
The results show that 31.5 percent of the PHV industry uses
computers in dispatching, either as computer-aided or fully
automatic dispatching. Among taxicab operators, 12.9 percent
use fully computerized dispatching.

The PHV industry depends heavily on the use of indepen-
dent contractor drivers. Overall, 73.7 percent of PHV drivers
are independent contractors. Among taxicab drivers, more than
nine out of ten are independent contractors, and the rate is
increasing.

The survey results, however, fail to produce a definitive
estimate of the overall size of the PHV industry. To produce
such an estimate requires additional survey research. In par-
ticular, it is necessary to do a targeted telephone survey of
PHV operators and ask them to report how many vehicles
they operate.

CHAPTER 6

CONCLUSIONS
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GLOSSARY

Private-for-hire Vehicles. Any vehicle operated by a pri-
vate, for-profit firm and included in any of the following
definitions.

Taxicab. A vehicle providing point-to-point, on-demand,
passenger service.

Limousine. A luxury vehicle providing prearranged service
to a party of one or more persons.

Shuttle. A vehicle—usually a van—providing service to
and from a fixed location, such as an airport, a shopping
center, or a transit terminal.

Ambulette. A vehicle used for non-emergency medical
transportation.

Black Car or Premium Sedan or Executive Sedan. A pre-
mium sedan providing prearranged, on-demand service
and usually paid for by corporate vouchers.

Livery. A taxi-like service operated on a prearranged basis.
Jitney. A vehicle operating on a fixed-route, non-scheduled

basis.
Car Service. Identical to Livery.
Paratransit Service. A broad assortment of services that

typically require advanced requests and provide curb-to-
curb service in vans or sedans. Some paratransit services
are operated as general public dial-a-ride service and many
others are operated to serve persons with disabilities,
seniors, low-income persons, and clients of social service
agencies.

ADA Service. Same as Paratransit Service, except that it
operates under authority of a transit operator.
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INTRODUCTION/BACKGROUND INFORMATION

There exists side by side with conventional transit a range of travel modes which are
privately owned and operated, usually demand-responsive, generally unsubsidized, and
relatively unencumbered by the burdens faced by fixed-route, fixed-schedule transit
modes. These modes have various names that sometimes differ from city to city, but
were labeled “private-for-hire vehicles” (PHVs) by the Transit Cooperative Research
Program (TCRP) Project B-16 panel. These PHV modes include taxicabs, liveries, lim-
ousines, shuttles, and other similar services. The challenge is to understand how tran-
sit can more effectively utilize PHV services to achieve a higher market share in a cost-
effective manner.

To encourage transit/PHV collaboration, it is necessary to learn from the experiences
of transit operators who have taken steps to contract with PHV operators regarding
what types of contractual provision work best and what types of barriers inhibit contract-
ing. To achieve this research objective, eight case studies were conducted in Phase 2
of this study.

The case study sites were selected to meet several criteria as follows:

• A mixture of urban and rural situations and various geographic areas;
• A representative mix of services, such as complementary paratransit, fixed-route

replacement, rural public, and fixed-route feeders; and
• Various organizational types, including statewide programs and rural, urban, and

county-operated programs.

After a thorough discussion, the following case study sites were selected:

• Ann Arbor, Michigan;
• DuPage County, Illinois;
• Houston, Texas;
• Los Angeles, California;
• Montgomery County, Maryland;
• Portland, Oregon;
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• Seattle, Washington; and
• State of Wisconsin.

The number of persons interviewed at a given site varied, depending on the number
of private-sector contractors involved and the stakeholders recommended by the tran-
sit agency.

STUDY FINDINGS

The case study transit agencies use PHVs as

• Community circulators (Portland);
• Feeders/replacements for fixed-route service (Ann Arbor);
• Primary providers of Americans with Disabilities Act (ADA) paratransit service

(Los Angeles, Ann Arbor, Houston, and Montgomery County);
• Secondary providers of ADA paratransit service (Seattle, Houston, Portland);
• Human service demand-responsive transportation (Montgomery County);
• Rural transportation (Wisconsin);
• Alternatives for providing specialized transportation for seniors (Seattle, DuPage

County, Ann Arbor, Los Angeles); and
• Providing guaranteed rides home for participants in vanpool and carpool programs

(Seattle).

Ann Arbor Transit Authority (AATA) A-Ride, Night Ride, Good as Gold, 
Ann Arbor, Michigan

The AATA has a fairly lengthy history of contracting with local taxicab companies
for seniors, the general public, and ADA-complementary services. In 1983, the AATA
began contracting to provide general public transit service during the evening hours
when conventional service was not in operation. The Authority sought contractor ser-
vices because of the lack of in-house resources, and a local taxicab company won the
bid. The AATA soon realized benefits and cost savings from contracting for certain
types of services. Today the AATA contracts with one provider, Paratransit, Inc., Yel-
low Cab, selected through a competitive bid procurement.

The contracted services include

• ADA-complementary service for persons with disabilities (A-Ride),
• Guaranteed Ride Home general public service during times when conventional

fixed-route service is not operating (Night Ride), and
• Senior service (Good as Gold).

DuPage Subsidized Taxi Program, DuPage County, Illinois

The DuPage Subsidized Taxi Program service area covers the entire county, and ser-
vice is available 24 hours each day. The program supplements existing transit services
by making available taxicab service throughout the County to provide transportation to
residents who are not served by the public transit system. Primary customers targeted
are seniors and persons with disabilities. Participating municipalities and agencies pro-
vide subsidies to their respective customers. Each municipality and member agency
determines its level of subsidy, its amount of participation, and its eligibility require-
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ments. Customers may use multiple ride coupons to pay for a trip, dependent upon a
sponsor’s restrictions. Each sponsor tracks the coupons at the time of sale, and the pro-
gram administrator tracks the coupons at the time of use. The PHV operator is reim-
bursed weekly for all coupons submitted and verified.

This program represents an approach to providing subsidized transportation ser-
vice using taxicabs that provides flexibility for the sponsoring agencies, with strong
broker oversight. The private operator of this subsidized taxi program is AutoRide, a
family-owned, independent taxicab operator. AutoRide operates a fleet of approximately
50 vehicles that are company-owned and leased to independent contractor drivers.

METROLift Scheduled Sedan Service and Subsidy Program, Houston, Texas

METROLift was created to provide public transportation services to persons with
disabilities within the METRO service area who could not use the regular bus service.
This service, operated by a private contractor (ATE), is intended to complement exist-
ing paratransit service, as required by the ADA.

The METROLift services operated under contract with PHV operators are

• Scheduled Van Service—wheelchair accessible service;
• Scheduled Sedan Service—dedicated taxicab service paid on an hourly basis, not

wheelchair accessible; and
• METROLift Subsidy Program (MSP)—same-day service, offering a higher level

of service to customers who do not need a van; a specific percent of ADA trips are
allocated to the MSP program.

In the Scheduled Sedan Service and MSP programs, taxicabs were used to add trans-
portation capacity at a cost lower than that of the existing paratransit service. The MSP
program provides a subsidy for taxicab service on a first-come, first-served basis. This
program provides same-day service and is considered a premium service, offering
greater flexibility than traditional van-based paratransit service. At the current time, the
MSP service is not wheelchair accessible.

In addition to the MSP program, METROLift also contracts with two taxicab oper-
ators, Yellow Cab and Fiesta Cab, to provide dedicated sedan service as part of the
ADA program. This service is operated by the taxicab company, but scheduled and dis-
patched by METROLift staff. The taxicab company is reimbursed by the service hour
for providing this service.

Access Services Inc., Los Angeles, California

Access Services, Inc. (ASI), was designed to provide ADA-complementary para-
transit on behalf of the 50 public operators in the County, resulting in a large and
diverse service area. The service area was divided into eight geographic areas. As of
July 1, 1999, the service area was also divided according to provision of advance reser-
vation scheduled and real-time scheduled service. The service areas are generally
divided along municipal and geographic boundaries such as the Santa Monica Moun-
tains and the San Gabriel Mountains. Most trips occur within a single service area;
however, because of the expanses of unserved areas between service areas, there are
occasional requests for extremely long trips.

During the development of the ASI service network, the reliance on taxicab operators
as primary service providers has resulted in both positive and unforeseen impacts. It is
unlikely that a traditional paratransit provider using prescheduled service could have
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accommodated the increase in ridership over the program’s first 5 years. It is also unlikely
that costs could have been maintained during this period, particularly for long trips between
different areas of the County. With more than 3,000 daily trips provided by independent
taxicab operators, the service has been quite flexible and well received by customers.

ASI has used incentives to encourage drivers to provide trips that are less economi-
cally attractive, such as short trips or trips located in remote areas of the County. Rid-
ership has grown each year, doubling over the initial 5-year period, until Fiscal Year
(FY) 2000, in which ridership remained at the previous year’s level. Costs have grown
at a rate greater than ridership, indicating the need for incorporating new approaches
into the service model to maximize efficiencies where possible.

Because the ADA paratransit system was designed so as to benefit from using PHVs
from its inception, the cost benefit observed by some other transit agencies shifting to
contracts with PHV operators has not occurred in Los Angeles.

ADA Paratransit Service, Call ‘N Ride Program, Medicaid, Montgomery
County, Maryland

Private-for-hire vehicles are used to provide public transportation services for
three programs in Montgomery County. Those programs include: (1) ADA paratran-
sit service; (2) Call ‘N Ride Program; and (3) Medicaid. The ADA paratransit ser-
vice serves persons with disabilities. The Call ‘N Ride Program is a county program
to provide transportation to low-income residents who are elderly and/or have dis-
abilities. The Medicaid transportation program is used only for travel to and from
medical appointments, and is a program of last resort or a safety net for those least
able to access medical care. These three programs provide the bulk of human service
transportation in Montgomery County, functioning as a countywide coordinated sys-
tem. Human service agencies in the County generally do not operate their own trans-
portation services.

Cedar Mill Taxi Shuttle, Portland, Oregon

The Cedar Mill Taxi Shuttle operates between the Cedar Mill area and the Tri-Met
Westside MAX service at the Sunset Transit Center. The Sunset Transit Center is a cen-
tral transfer point for bus and rail transit, and also sees significant park-and-ride activ-
ity. The Cedar Mill Taxi Shuttle was envisioned as a means to alleviate a lack of park-
ing at the Transit Center, while serving a community that was outside the Tri-Met
fixed-route bus service area. The goal was also to implement a flexible feeder service
at a cost comparable to fixed-route service with minimal start-up cost.

Sassy’s Cab Company was awarded the pilot contract to provide the Cedar Mill Taxi
Shuttle service. Cedar Mill Taxi Shuttle taxicab drivers receive pick-up requests and
trip cancellations via cellular telephones, and the two drivers manage their own trip
manifests. Drivers also negotiate pick-up requests among themselves, depending on a
driver’s availability and proximity to the pick-up location.

ACCESS Transportation, and Paratransit OPTIONS Program, 
Seattle, Washington

In addition to fixed-route transit service, King County Metro also operates one of the
largest vanpool programs in the country, with over 500 vans serving 5,000 people daily.
This vanpool program includes a guaranteed ride home program (the Home Free Guar-
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antee program), which provides subsidized taxi trips to vanpool program participants
who are authorized through their employer and need an emergency trip home.

Metro operates two paratransit programs: ACCESS Transportation service (ACCESS),
providing ADA-complementary paratransit service, and the Paratransit OPTIONS Pro-
gram. ACCESS services are operated by a contracted management services company,
which provides lift-equipped van transportation brokered through a human service
agency. Some ACCESS contractors subcontract with taxicab operators for provision of
back-up service.

Metro’s Paratransit OPTIONS Program is a user-side subsidy taxicab program that
provides transportation to low-income senior citizens as well as to ADA paratransit
customers. This subsidized taxi program is unusual in that Metro does not contract with
the taxicab operators but has an agreement with taxicab operators for the taxicab com-
panies to accept scrip from eligible passengers.

The Paratransit OPTIONS Program provides an opportunity to blend the user-side
subsidy taxicab program with the new ADA van program (ACCESS) to get the best
productivity and flexibility from the service. The Paratransit OPTIONS Program is
designed to provide access to van and taxi service without impacting the service pro-
vided to ADA-eligible customers.

Customers using taxi scrip make their own reservations. Taxi scrip may be used for
travel throughout King County 24 hours per day, 7 days per week. The taxi driver must
enter all trips for which scrip is used on a scrip tally sheet, which is submitted to the County
for reimbursement at face value. Tally sheets may be submitted no more frequently than
once per month, with no reimbursement provided for improperly recorded trips.

State of Wisconsin Shared-Ride Taxi Program, Various Wisconsin
Municipalities and Counties

The State of Wisconsin shared-ride taxi program began with one site, Ripon, in 1979.
To maintain transportation service for elderly residents, the city requested and was
granted operating assistance from the Wisconsin Department of Transportation. The
shared-ride taxi program grew to include 43 sites in 1999. No model was used to
develop the original program in Ripon; however, that and other earlier programs have
been used as models for subsequent programs started within Wisconsin.

The State of Wisconsin uses shared-ride taxi services to provide public transporta-
tion in small cities throughout the state (a city in Wisconsin may have a population as
little as 2,500). The state subsidizes the difference between operating revenues and
operating costs (minus revenues from exclusive ride taxi service and package delivery).
Drivers are typically employees of the contractor, who is responsible for ensuring com-
pliance with drug and alcohol testing requirements.

Three of the 43 Wisconsin localities implementing this taxicab service are included
in this study: Wisconsin Rapids, Marshfield, and Fort Atkinson.

CASE STUDY ANALYSES

The functional areas examined from the case study sites included

• Funding,
• Selection process,
• Contract terms,
• General administration,
• Public/private roles and responsibilities,
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• Regulatory requirements, and
• Operations.

Funding

Transportation programs using PHVs can be structured to limit the financial cost to
the customer, the sponsoring agency, or both. A program design should reflect the finan-
cial goals of the funding entity. Federal Transit Administration (FTA) Section 5310
funds have been used to offset capital costs of transportation programs at several case
study sites, including Los Angeles and some Wisconsin shared-ride taxi programs. FTA
Section 5311 funds were utilized as a primary funding source by all the case study sites.

Comparing the subsidy structure of several case study sites reveals an apparent cor-
relation between subsidy limits and the most frequent type of trip made by customers.
In both Houston County and King County, where the subsidy level is capped (by the trip
in Houston, and by the month in King County), the average trip length is generally short.
Interviews with staff at those sites indicated that customers are aware of the potential for
unlimited out-of-pocket costs using local programs. The opposite situation appears to be
the case in Los Angeles, where the customer contribution is capped at a maximum of
$4.00 per trip, and the subsidy is unlimited. The average length of ASI trips has
increased over time, which suggests that customers are maximizing their financial con-
tribution by making longer trips than they would if the subsidy were capped.

Selection Process

All of the case study contracting agencies, with the exception of Seattle’s Paratran-
sit OPTIONS program, secure contractors through an open bid solicitation process and
require a written contract between the public agency and the PHV operator(s). Most
sites establish eligibility criteria in the solicitation that can serve to limit bid responses.

Many of the public agencies interviewed have established long-term contractual rela-
tionships with specific PHV companies. Many agencies seek to contract with estab-
lished PHV operators, who have a record of providing reliable service.

Tri-Met focused on the ability to provide excellent customer service while main-
taining flexibility to respond to changes in the program as it developed when selecting
Sassy’s Cab Co. to provide service for the Cedar Mill Taxi Shuttle. Assigning dedi-
cated drivers to the Cedar Mill Taxi Shuttle has contributed to the perception of a high
level of service quality for customers using the service.

Contract Terms

The terms of contracts vary and minimally include the contract period, contract
amount, length of contract, renewal options, payment and billing processes, insurance
requirements, maintenance of equipment, service description, trip reservations, dis-
patching, and service delivery expectations. Some contracts have more stringent require-
ments such as drug testing, training, and performance measures and penalties for not
meeting performance standards. A contract period typically varies from 1 to 5 years, and
many have renewal options.

Some of the case study public transit agencies (Ann Arbor, Houston, Portland, and
the Seattle Metro ACCESS programs) contract for dedicated service. Dedicated ser-
vice means that the PHV operator dedicates some vehicles to operate trips for only the
funding agency during a specified time period. Drivers/vehicles providing dedicated
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service trips do not mix those trips in among other general taxicab customer trips. His-
torically, most transit agencies in the United States have used dedicated services to pro-
vide their ADA-complementary paratransit service. Many transit agencies have found
operating only dedicated service to be inefficient and have started to use PHVs to pro-
vide supplemental service to their dedicated service, as observed in Houston, Portland,
and Seattle.

General Administration

PHV contract services are administered within various departments of county and
municipal governments. Five of the eight sites are administered by the local public tran-
sit agency (Ann Arbor, Houston, Montgomery County, Portland, and Seattle). The Los
Angeles ASI program was established as an independent, not-for-profit organization to
allow it to contract with the MTA as a broker, and to enable ASI to apply for grant funds
that are available only to not-for-profit organizations. In DuPage County, the DuPage
County Department of Human Services serves as the program administrator and trans-
portation broker. In Wisconsin, the state has some oversight, but places the day-to-day
administrative responsibilities with the local site. Responsibility varies among the 43 sites
as to the particular municipal department to oversee the contract.

Public Agency and PHV Responsibilities

Establishing clear roles and responsibilities is critical to achieving an effective contrac-
tual relationship. As described previously, at most of the case study sites, the designated
municipality or county department serves as contract manager and general administrator.

Some of the contract administrators have expanded roles. For example, in DuPage
County the DuPage County Department of Human Services, as a public entity maintains
total control, serving as the contract administrator and also the broker for the contracted
service in its area. Houston’s scheduled sedan service is provided by METROLift, which
schedules reservations and dispatches and is based on contract service hours. Require-
ments vary as to the party responsible for providing and maintaining equipment.

Regulatory Requirements

Most of the contracted PHV operators at the eight case study sites are regulated to
some extent through municipalities or through a county. For example, an Ann Arbor
City ordinance regulates taxicab and other private for-hire vehicle operators, and the
Transit Authority “piggybacks” on that ordinance. The ordinance sets minimum stan-
dards for PHV operators, and there is no cap on entry. The ordinance requires an annual
vehicle safety inspection.

Local municipalities and townships drive taxicab regulations in DuPage, Harris
(Houston), and Los Angeles counties, as there are no countywide regulations in those
counties. The City of Seattle and King County have joint taxicab regulation through
interlocal agreements, including reciprocal enforcement and licensing agreements.
Approximately 90 percent of the licensed taxicabs in the County are also licensed in
the City of Seattle. Seattle recently implemented a performance system based on
response times. There are currently 502 licenses issued of a total number capped at 561.
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Operations

Findings from the case study sites included the following operations areas: fare
media and payment, training, drug and alcohol testing, and insurance. The fare pay-
ment method and rates at the various case study sites are summarized in Table 45 (this
is reproduced as Table 29).

Fare media for the Houston METROLift Subsidy Program is a combination of a cash
fare of $1 and a voucher for up to $8, which is completed by the driver. Any metered
charge above a $9 fare ($1 cash plus $8 voucher) plus any tips are the responsibility of
the customer.

The vouchers are distributed to drivers, and represent no cash value until the regis-
tration number generated by the reservation is matched with the assigned voucher ser-
ial number for processing. Because the potential for a higher cost is associated with this
program, most customers use it for short trips. Approximately 16,000 vouchers are dis-
tributed monthly, and all are usually used.

At several of the case study sites, the public agency provides limited training sup-
port. The Wisconsin Department of Transportation provided two recent training ses-
sions for shared-ride taxi program operators in order to familiarize them with federal
and state requirements. In Montgomery County, Maryland, driver training is conducted
by each of the three taxicab companies that contract to provide the transportation ser-
vices. Each contracting PHV operator in Los Angeles must provide training to meet
standards by ASI such as defensive driving, passenger assistance, sensitivity, and use
of Mobile Data Terminals (MDTs).

It can be argued that drug testing is not needed because most of the case studies’ con-
tract PHV operators do not employ drivers directly. Drivers, for the most part, are inde-
pendent contractors. But most of the public agencies in this study do make this require-
ment, which is an additional expense and activity for the PHV operator. Federal
regulations require contractors operating public transit service where no consumer
choice of transportation provider is available to test drivers and others in safety-sensitive
positions for substance abuse.
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Case Study Site One-Way Trip
Rate

Discounts Other Charges 

DuPage County, Illinois 
Subsidized Taxi program 

Meter rate of $1.80
drop, $1.50 per 

mile (contract rate) 

Coupons are purchased 
at a discount from the 

sponsor. 

Customers are
responsible for charges

over the value of the
coupon(s) 

Houston, Texas 
METROLift MSP program 

$1.00 METROLift receives a 
4% discount on billing.

Any charge over a
$9.00 meter rate

Los Angeles, California: 
Access Services program 

$1.50-$4.00 (zone) Monthly pass  $4.00 for 
persons with disabilities 

None

Montgomery County, 
Maryland Call N’ Ride 
program 

Meter drop charge
of $1.70; 

$1.50 per mile 

Low-income, senior 
citizens and persons

with disabilities

$18/hour wait time fee

Portland, Oregon 
Cedar Mill Shuttle 

$1.10 (within 
service area) 

$1.40 (transferring 
out of service area) 

Seniors, persons with
disabilities, and

students 

None

Wisconsin 
(Fort Atkinson) 

$3.25 within City $1.75 for elderly and
persons with disabilities

$1.25 per mile outside
city

Wisconsin 
(Marshfield) 

$2.60 within City $1.30 for elderly and
persons with disabilities

$.60 for additional
passengers

Wisconsin 
(Wisconsin Rapids) 

$3.25 within City $.50 coupons for low-
income and persons

with disabilities

$1.25 per mile outside
city

TABLE 29 Fare payment



Several of the case study public agencies require minimum insurance amounts. Some
require a high level of insurance, although in other cases, the PHV operator maintains
insurance coverage in excess of regulatory requirements. For example, the City of Wis-
consin Rapids requires liability insurance in the amounts of $250,000/$500,000/
$100,000, yet the current contractor maintains insurance in the amounts of $1,000,000
per occurrence/$1,000,000 per occupant. Los Angeles, as a result of additional train-
ing and drug testing, was able to negotiate lower insurance costs for ASI drivers; they
saved $900,000 per year, even with $1,000,000 combined single coverage.

LESSONS LEARNED

Findings from the case studies revealed benefits realized and barriers encountered,
as summarized below.

Benefits

Benefits that the case study sites have realized from contracting with PHV operators
include

• Cost savings;
• Efficient means of meeting peak-period demand;
• Flexibility to incorporate changes into a beginning program;
• Provision of transportation services to the general public, as well as subsidized

transportation to residents who are elderly or have disabilities by continued oper-
ation of a privately operated taxicab company; and

• Additional annual versus seasonal business for PHV operators.

Several of the case study sites reported cost savings from the use of PHV operators,
primarily associated with the use of nondedicated service, in which the contractor
absorbs the costs for deadhead travel time. Several of the case study sites were able to
quantify the cost savings of using private operators. In Montgomery County, the para-
transit management staff estimate that use of all-taxicab service saved approximately
$900,000 per year. Houston METRO and King County Transit reported achieving sav-
ings of between 51 percent and 79 percent for every trip shifted from their regular van-
based ADA paratransit service.

Montgomery County staff reported that contracting has been found to be an effec-
tive means of meeting peak periods of demand, especially if the contracted service is
provided at the meter rate (as is the case with all three County-operated programs). In
addition, PHVs are viewed as an effective supplement to, or back-up service for tran-
sit services as a result of a breakdown or accident occurring with fixed-route service.

The use of a PHV operator in DuPage County enabled the County to try a new ser-
vice for a relatively low start-up cost. The PHV operator was also flexible about incor-
porating changes and training programs into the driver requirements. The County
would have been unable to start a service as quickly and with as little initial capital cost
without using a PHV operator.

At the Wisconsin sites, the primary benefit cited from operation of the shared-ride
taxicab program is that the program has enabled continued provision of taxicab service
to all residents of the cities operating a shared-ride taxicab program. Taxicab service is
available at a higher, non-subsidized rate for city residents who are not eligible for par-
ticipation in a shared-ride taxicab program. If funding assistance were not available
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from participation in the shared-ride taxi program, most of the taxicab companies likely
would not be in operation, as there is not sufficient general public demand to sustain
operations.

A benefit cited by a Montgomery County taxicab company representative is that the
County programs generate yearly, as opposed to seasonal business, which helps to
smooth out demand for services and allow maintaining a consistent level of vehicles in
operation. That representative also thought that the Call ‘N Ride Program worked the
best of the three programs because of the lack of administrative burden and expense to
the taxicab companies.

Barriers

Barriers that the case study sites have experienced from contracting with PHV oper-
ators include

• Difficulty in meeting service demand,
• Difficulty in finding sufficient qualified drivers,
• Driver reluctance to operate accessible vehicles, and
• Lack of sufficient accessible vehicles.

In Wisconsin Rapids, Wisconsin, although the shared-ride taxi program has enabled
provision of a relatively large amount of transportation service to clients of some
human service agencies, this has also resulted in a reduced amount of transportation
service available to the general public.

Finding sufficient qualified drivers was a problem cited by many of the PHV opera-
tors. In Wisconsin Rapids, the public agency ascribed this to a general negative stereo-
type of the taxicab driver job.

Montgomery County staff reported that it is sometimes difficult to meet demand for
transportation during late night, weekend, and holiday periods, as many drivers (who
are independent contractors) choose not to work at those times.

There were two problems reported with regard to accessible vehicles—driver reluctance
to operate those vehicles (versus sedans), and lack of a sufficient number of accessible
vehicles. Los Angeles experienced difficulty in getting drivers to take the certification-
training program offered by the public agency and to operate the lift-equipped vehicles.
The biggest hurdle cited to providing more ADA paratransit service with taxicabs in
King County was the lack of availability of accessible vehicles. In Seattle, as in Hous-
ton, the transit agency has already maximized its use of nonaccessible taxicabs.

Los Angeles contractors have provided incentives to drivers to encourage them to
provide less economically attractive trips, such as short trips, particularly in locations
distant from major business generators. Incentives have included providing a driver
with a $10 minimum payment for providing these short trips (that have a fare of sub-
stantially less than $10), pairing an economically unattractive trip with a longer, more
financially rewarding one, or providing the trip with a dedicated driver.

Correlation Between the PHV Study and Case Study Findings

In Phase 1 of the national PHV survey, PHV operators were asked to identify barri-
ers to collaboration with transit providers. The primary barriers, listed in order of
decreasing frequency, identified by the 677 total respondents are identified in the left
column of Table 30.
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Findings from Case Study Sites 

Cooperation—negative opinions of PHV
operators held by public transportation providers 
and operators, public providers blocking access to
service opportunities, public or agency meeting 
times not being disclosed/held during work hours,
lack of access to planning efforts.

Not an issue—at case study sites.  In Montgomery County, and
in Wisconsin, where PHVs are the sole public transportation
provider.

Regulation—public agencies having different 
and sometimes conflicting regulations, difficulties
in licensing procedures, unfair and inappropriate
fare regulation, lack of centralized regulation 
agencies. 

Mixed findings: 
Confirmed—in Portland, Sassy’s Cab Co. was not authorized
to provide any service within the City outside of the Cedar Mill
area, and was forbidden to expand the shuttle service into City
Limits.
Not an issue—in DuPage County, Los Angeles, and Seattle the
pre-arranged trips provided by PHV operators under contract
agreements differ from typical “hail” trips, and are not covered
by local taxicab regulations. 

Funding—government subsidies provide
advantages to public systems by creating
perceived costs below private services, funding
resulting in better benefits for public transportation
employees, funding directed to irrelevant research
of public transportation services.

Not an issue—Montgomery County found that PHV operators
could provide ADA paratransit service for 1/3 the cost of bus
operations. Houston and Seattle also reported cost savings from
use of PHVs. In most cases, labor unions affect the cost of
providing traditional transit services to the extent that they are
non-competitive. 

Bidding and contracting—preferences to public
providers, unrealistic service expectations, contract
disclosures, regulations causing changes in terms
before contract expiration. 

Not an issue—in Ann Arbor, the taxicab operator obtains
sufficient business through the Transit Authority because of the
long-term nature of the relationship and personnel continuity
(contractor has dealt with same transit staff over the five-year
contract period). 
Service quality expectations are an issue in all contracted
services, however, with appropriate controls, the quality of
service provided by a PHV is often quite good, as evidenced in
Seattle and Los Angeles.  
Related issue—loss of contract through re-bidding resulted in
local PHV operator going out of business because of low level
of demand for taxicab service in one Wisconsin city. 

Insurance—high liability limits for taxi services,
premium differences between taxi and limousines,
lack of collaboration between regulatory agencies
and insurance companies.

Mixed findings:
Confirmed—Los Angeles started with very high insurance costs,
yet through enhanced training, drug testing and certification
requirements, insurance costs were negotiated down by about
$1 million per year.
Not an issue—at some sites (Fort Atkinson, WI) the PHV
operator has procured higher liability limits than required.

Barriers Cited by Survey Respondents

Additional insurance requirements are typical in contract
arrangements with transit agencies, however, the costs of these
policies were not prohibitive to larger PHV operators in Houston
or Los Angeles. In Seattle, there is not an official contract, and
as a result, no additional insurance requirement. DuPage County
did not require the level of coverage typical of transit agencies. 

Competition—dominance of large transit
providers, competition with rental car and hotel
services.

Not an issue—Montgomery County found PHVs to work better
in selected markets than regular bus service.

Bureaucracy—amount of paperwork, “red tape.” Confirmed—excessive paperwork required to document trips was
cited in DuPage County, Houston, and Los Angeles.  At those
sites, drivers must complete trip information for each trip provided
in order to receive reimbursement.  Los Angeles has largely
automated this function through the use of computer scheduling
and dispatching software, plus use of Mobile Data Terminals
(MDTs) in vehicles. 

Operators—insufficient qualified drivers. Confirmed—PHV industry use of independent contractor
drivers results in insufficient drivers available during some peak 
demand periods—nights, weekends, and holidays (Ann Arbor, 
DuPage County, Los Angeles, and Montgomery County). 

Unions—local regulations supporting unionized
drivers. 

Confirmed—Portland contractor service area is limited to areas
not served by fixed-route service operated by union drivers. 
Not an issue—Montgomery County reassigned bus drivers
displaced by PHV contracted service. 

Passenger—customers who use service and do
not pay the fare, complaints of high fares, no-
shows, cancellations, lengthy wait times at pick-
up points. 

Confirmed—no-shows, late pickups cited as problems in DuPage
and Montgomery Counties.  Service quality was cited as a
problem in Los Angeles.  
Not an issue—Montgomery County stopped paying drivers for
no-shows for Medicaid program; also instituted a $2 per trip

TABLE 30 Barriers to contracting
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CONCLUSIONS AND TRANSFERABILITY

Conclusions

With transportation program funding often limited, sponsoring municipalities and tran-
sit agencies are faced with the need to achieve cost efficiencies while meeting service
standards established by regulations and expectations in their community. The critical
objective is to minimize the cost per trip while maintaining service quality. As a strategy
to achieve this objective, public transit agencies are increasingly contracting with PHV
operators, primarily taxicab companies, to provide public transportation services.

The types of service provided and delivery mechanisms vary. Taxicabs are the pri-
mary PHV type used in contracted services. The majority of contracts with taxicab
operators, and to a limited extent with other PHV operators, are for the provision of
demand-responsive service, specifically for ADA-complementary paratransit service.

The primary reported benefit of contracting with PHV operators is to reduce costs.
Contracting can be a very cost-effective alternative for providing certain trip types.
Through contracting, a transit agency may reduce expenses by eliminating expansion
of a more costly fixed-route service route (i.e., the Cedar Mill Taxi Shuttle in Portland,
Oregon) or shortening fixed-route segments in a low-density ridership area. In most
programs, these “savings” are put towards additional service, thereby enhancing the
mobility of all customers.

Some disadvantages of contracting with PHV operators include a greater potential
for fraud if oversight is insufficient, higher insurance requirements for taxicab opera-
tors than required for noncontract services, drug and alcohol training expense, and the
need to increase driver training beyond that typically required of PHV drivers.

The public contracting agency benefits from relatively strict municipal or county reg-
ulations over PHVs. In DuPage County, Houston, and Los Angeles County, local munic-
ipalities drive taxicab regulations and there is no countywide regulation. In those loca-
tions, the transit agency or other program sponsor needs to make up for lax regulations
through stricter contract requirements to exercise uniform control over areas having lax
regulations.

Transferability

One purpose of this study was to identify how the case study practices can be applied
in other locations. Ann Arbor provides an excellent example of the range of demand-
responsive services that can be provided by a private contractor in a medium-size,
densely populated city. Localities that have a large elderly population would be espe-
cially interested in the Good-As-Gold service, which was praised by elderly residents
who participated in a focus group.

The DuPage County Subsidized Taxi Program would work well in communities
where there is a need for a user-side subsidy program with the flexibility for sponsors
to control their financial exposure by purchasing the fare media in advance. A more
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“Good Service Fee” to substitute for Medicaid patrons lack of
tips. Portland’s Cedar Mill Shuttle experienced no complaints
and has received numerous commendations for service quality. 

Other—ADA access, political constraints, pay
rates, safety, performance bonds, crime,
maintenance and depreciation costs, Medicaid
compensation. 

Accessible vehicles were cited as an issue at many sites,
including Los Angeles, where accessible vehicles are widely
available. In Houston and Seattle, the transit authorities are
seeking revised regulations to incorporate accessible vehicles in
taxicab service.   

TABLE 30 (Continued )



mature user-side subsidy program could be more streamlined, with uniform subsidy
rates and rules, similar to King County’s Paratransit OPTIONS Program.

The METROLift MSP program is a good example of a fairly direct approach to pro-
viding a user-side subsidy program with control on the potential financial exposure while
maximizing availability of service. “Worthless vouchers” help to avoid fraudulent claims
for trip reimbursements. The MSP program requires a rigorous contracting effort, partic-
ularly to protect the transit system’s interests in an environment with weak regulations.

The Access program is a good example of a large system contracting almost com-
pletely with PHVs, and the outcomes that result from this approach. The Los Angeles
approach serves as a reminder that the best service delivery structure for the cost is
probably a combination of traditional paratransit service and PHV-provided service.
Another lesson Los Angeles presents to other transit systems is that there are measur-
able gains to be derived by working on the training, drug testing, and insurance issues
with the PHV providers in the area.

The Montgomery County experience with contracting for ADA paratransit trans-
portation services demonstrates that cost savings can be realized from contracting with
PHV operators.

The Cedar Mill Taxi Shuttle is an example of using taxicabs for feeder service to fixed-
route transit as a viable alternative to expanding the fixed-route transit system into areas
where it is not generating sufficient ridership to justify the investment. Nearly every urban
area that has experienced growth could pursue such a program, provided there are PHV
operators available that are willing to work creatively to develop the program.

King County’s program for the Paratransit OPTIONS Program is a good example of
a user-side subsidy program in an environment where taxicab regulations are progres-
sive and performance-based. This results in better quality service for the contracting
agency, with less need for control over the performance of the taxicab operator (and
less cost to the transit agency). Other cities with solid, performance-based taxicab ordi-
nances and effective enforcement agreements may be able to use this model for devel-
oping contract arrangements.

In addition, the King County Home Free Guarantee program is also a good exam-
ple for other cities looking to develop a guaranteed ride home feature as part of a
ridesharing program. The funding participation on the part of the employers is of par-
ticular interest for transit providers faced with the need for other sources of funding
programs.

The Wisconsin shared-ride taxicab program offers a model of decentralized provi-
sion of human service and general public transportation that could be applied with rel-
ative ease to other rural areas. The state oversees allocations of federal and state funds
to local municipalities, who contract with local PHV operators to provide service. State
policies and procedures are relatively simple and straightforward, and allow latitude
for local variation in details of service provision, service standards, and regulation.
State audits of the local programs have helped to ensure compliance with funding
requirements. Program administration requires approximately three to four full-time-
equivalent staff positions. Use of a progressive management fee to reward efficient
operators is an idea worth consideration by others.

Other important considerations when evaluating whether a particular model of ser-
vice is likely to work elsewhere are

• Is the PHV service adding to fixed-route service or replacing fixed-route service?
• What is the level (and type) of fixed-route service that the PHV service feeds?
• Is there support in the community for this type of service?
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• What is the service area, and can it be effectively served with a small number of
vehicles?

• What is the availability of taxicab operators in the area for this type of service?
• How do the existing taxicab regulations impact the service?
• How cooperative are the transit agency and taxicab operators in addressing transit

requirements, such as insurance requirements and drug testing?

The responses to these questions may indicate whether or not using PHVs would
work in other locations.

SUGGESTED RESEARCH

This study adds important information to two interrelated and overlapping bodies of
literature. One is the study of paratransit modes, herein expanded to include a broader
range of services called private-for-hire vehicles. The study reports on a significant new
national study of the PHV industry and updates prior studies of the taxicab industry.

It also contributes to a second body of literature—the transit contracting literature.
By reporting on eight case studies of transit/PHV contracting, the study adds informa-
tion to an already robust field of research. This study does not estimate service costs
and, hence, does not estimate cost savings. It does, however, resemble many previous
studies in this literature in that it is another cross-sectional analysis that does not con-
sider long-term changes associated with contracting.

Given these two bodies of literature and the knowledge added to them by this study,
there are several needs for additional research that can be identified:

• Update PHV Study—in about 3 more years another national survey should be con-
ducted to continue this longitudinal analysis.

• Conduct Longitudinal Case Studies of Contracting Experiences—the eight cases
studied here should be revisited in the future to understand the temporal changes.

• Develop Minimum Contracting Provisions—a study of specific contract provi-
sions, such as insurance limits would provide would-be contracting parties with
best practices information on how to write a contract that meets the agency’s goals
without adding unnecessary requirements to the PHV operator.

• Develop “Best Practices” Manual—the industry would benefit from a clear set of
analyses and recommendations concerning how best to conduct these procedural
elements of contracting.

• Synthesis of PHV Regulations—cities and other governmental entities would ben-
efit from a careful synthesis of best practices in PHV regulation.
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It is no secret that conventional public transportation in the
United States faces two severe challenges. On the one hand,
conventional transit—fixed-route buses and rail systems—
must compete for market share in urban areas where dis-
persed land uses, complex trip-making behavior, and flexible
work schedules put fixed-route, fixed-schedule transit modes
at a disadvantage compared with the automobile. On the
other hand, fixed-route, fixed-schedule transit faces the ever-
present need to garner public subsidies in trying to maintain
current service levels. Therefore, it is not surprising that in
1995 the National Personal Transportation Survey found that
conventional transit captured only 3.13 percent of all com-
muting trips, a decline from 5.12 percent in 1990 (FHWA,
undated). More recent transit ridership data indicate that
transit usage between 1995 and 1999 increased by more than
15 percent, of which 4.5 percent occurred between 1998 and
1999 alone (APTA, 2000).

Yet, there exists side by side with conventional transit a
range of travel modes that are privately owned and oper-
ated, usually demand-responsive, generally unsubsidized,
and relatively unencumbered by the burdens faced by fixed-
route, fixed-schedule transit modes. These modes have
various names that sometimes differ from city to city. The
Transit Cooperative Research Program (TCRP) Project B-
16 panel labeled these modes: “private for-hire vehicles”
(PHVs). These PHV modes include taxicabs, liveries, lim-
ousines, shuttles, and other similar services. The definition
and scope of PHV services are discussed in Chapter 2 of this
report.

The challenge is to understand how transit can more effec-
tively utilize PHV services to achieve a higher market share
in a cost-effective manner. Indeed, this challenge is articu-
lated by the project panel as the research goal for TCRP
Project B-16:

To compile accurate and relevant information on the private-
for-hire (PHV) industry and how it can best be incorporated
into public transportation services and to engage the PHV
and transit industries in the consideration of service col-
laboration.

This goal requires the completion of two research objec-
tives. First, it is essential to understand the nature and capa-
bilities of the PHV industry before then applying that
knowledge in promoting collaboration between PHV oper-

ators and public transportation providers. Second, an under-
standing of the experience to date of transit operators who
have entered into collaborative service arrangements with
PHV operators needs to be reviewed. Here, a range of ques-
tions must be addressed, such as what are the benefits of
such collaborative service arrangements, and what factors
act to encourage collaboration or to make collaboration more
difficult.

For some elements of the PHV industry, and certainly for
many transit operators, the idea of collaborative service
arrangements is scarcely new. Indeed, there is an extensive
literature analyzing the cost savings for transit operators
who have elected to contract with taxicab operators in par-
ticular, and many transit systems have extensive experience
contracting with taxicab operations for ADA paratransit
services. Some cities even have utilized taxicab operators
for late-night substitution for fixed-route bus service, for
feeder service for fixed-route transit, and for guaranteed
ride home service. McCullough (1997) reviewed in detail
the literature describing this body of transit contracting
experience.

Yet, some other PHV services are less well known among
transit operators, and hence, transit operators have less expe-
rience in collaborating with them for services. In addition,
the recent changes in the taxicab industry, such as the con-
tinued trend toward independent contractor drivers and the
consolidation of firms, raise questions of how best to con-
tract with these and other PHV operators. Thus, the need
exists for the first of the above research objectives—to learn
more about the full range of PHV services. This first research
objective is addressed in Phase 1 of TCRP Project B-16 and
is reported separately in the interim report “The Role of the
Private-for-Hire Vehicle Industry in Public Transit” (Gilbert,
1999).

To encourage transit /PHV collaboration, however, it is
not sufficient just to learn about and report how PHV ser-
vices are organized and operated. It is also necessary to learn
from experiences of transit operators who have taken steps to
contract with PHV operators. Moreover, it is important that
this experience be recent, thereby leading to the second re-
search objective—to learn of recent contracting experiences.
Of importance are questions regarding what types of con-
tractual provision work best and what types of barriers inhibit
contracting.

CHAPTER 1
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To achieve this second research objective, eight case stud-
ies were conducted in Phase 2 of TCRP Project B-16. These
case study sites were selected by the project panel in consul-
tation with the research team and represent a wide range of
geographic and service characteristics.

This report summarizes these case studies. Chapter 2 pro-
vides definitions and background on the PHV/transit con-
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tractual relationship and describes the case study selection
process and approach to conducting the case studies. Chap-
ter 3 presents details on the service area, operational data,
background on the nature of the contractual relationship, and
a description of contracted services. Subsequent chapters pre-
sent analyses of the eight case studies, conclusions, and sug-
gested research needs.
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2.1 PRIVATE-FOR-HIRE VEHICLE (PHV)
SCOPE AND DEFINITIONS

Conceptually, the PHV industry is easy to define: it is the
range of private urban and rural passenger transportation ser-
vices that might augment or even substitute for conventional
transit services. However, it is not so easy to provide an oper-
ational definition of the scope and contents of the PHV indus-
try. Indeed, the TCRP B-16 steering committee struggled
with this task and invented the term “private-for-hire vehicle”
(PHV) to describe this assortment of private services. The com-
mittee assigned to the PHV moniker “primarily taxicabs, but
shuttles, limousines, and jitneys are also included.” However,
this definition is but a starting point in operationally delineat-
ing PHV services and their salient characteristics.

To go beyond this point encounters several definitional prob-
lems. One is that PHV operators frequently operate more than
just one type of PHV service. They also frequently operate
PHV services along with services outside the realm of PHV.
For example, many taxi operators also operate premium sedan
services, van services under contract to third-party providers,
and even airport shuttle services. Some also operate charter
buses, which fall outside the PHV range of services. Thus, any
enumeration of PHV operators encounters the risk of mis-
counting such important statistics as the number of operators
and the number of vehicles operated. Statistics describing the
PHV industry must be compiled and interpreted with care.

A second problem is that there is no agreed-upon terminol-
ogy for and definitions of component PHV services. “Premium
sedans,” “executive sedans,” and “black cars” are but three of
the terms used in different cities to mean a service falling
between taxi service and limousine service. The term “livery”
is particularly ambiguous in that it is used in different ways in
different jurisdictions. Webster (1997) uses “livery” to mean a
“light-highway-vehicle-for-hire-with-driver.” In New York
City, “livery” is used to mean a car service, which in other
cities would be called a taxicab. The term “taxicab” is used dif-
ferently in New York City than elsewhere; in New York it
means a vehicle that is not dispatched and responds only to
street hails. Added to these ambiguities are such terms as “for-
hire vehicles,” “shuttles,” and “jitneys,” all of which lack con-
sistent definitions from place to place.

Even the one common characteristic of all PHV services—
belonging to the private sector—is not without ambiguity.

Many private operators contract with public agencies to pro-
vide service, thus raising the questions: What is private and
what is public? Is a service private if a private operator oper-
ates it even if it is provided under the auspices and funding
of a public agency?

Because of these problems two challenges emerge. One is
to define exactly what services are included—and excluded—
in the range of services making up the PHV industry. Sec-
ond is to obtain relevant, reliable, and consistent data on
these PHV services and operations. This second challenge
was addressed by conducting the national PHV survey in
Phase 1 of this study. The results of that survey are discussed
in Part 1 of this report.

To meet these challenges operational definitions of PHV
services must be defined. For purposes of this study, PHV
services

• Provide surface transportation for passengers;
• Are owned and operated by private, for-profit firms; and
• Generate revenues through fares, scrip, other fare media,

or contract services.

These criteria include the specific services listed by the
Project B-16 steering committee:

• Taxicabs,
• Shuttles,
• Limousines, and
• Jitneys.

as well as, several services not included in the committee’s
list:

• Liveries/car services,
• Executive sedans/black cars,
• Ambulettes, and
• Children’s transportation.

The definitions of these service names, as well as other
related terms, are included in Appendix C.

Perhaps equally important to the services included within
the PHV definition are the services excluded:

• ADA or other specialized or general paratransit services
operated directly by public transit agencies,

CHAPTER 2
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• Charter bus and sight-seeing bus services,
• Transportation operated directly by social service

agencies,
• Hotel and other courtesy vehicles, and
• Transportation management firms.

The first exclusion is ADA services operated not by a pri-
vate contractor but by a transit agency. These services are
excluded because they are not in any sense private. The sec-
ond exclusion is made because charter and sight-seeing oper-
ators usually operate motor coaches. Social service agencies,
which operate their own transportation, are excluded because
they do not involve private, for-profit operators. Courtesy
vehicles are excluded because they are available only to the
patrons of selected activities, such as hotels, auto repair shops,
and other businesses. Transportation management firms,
though these function as the private contracted operator in a
number of transit systems, are excluded because they typi-
cally replace the public agency role in operating service and
are not traditional PHV operators.

2.2 TRANSIT/PHV CONTRACTING

Service collaboration between transit operators and PHV
operators is certainly not a new phenomenon. There has been
a push for several decades for transit operators to contract for
transit services. The National Transit Database for 1997
shows that 21.2 percent of the transit vehicles operated in the
United States are operated by private operators. The same
data show that 7.6 percent of the total transit industry expen-
ditures are for “purchased transportation,” of which a large
portion is likely spent on privately operated services. More-
over, there has been extensive research conducted on the
transit contracting practices in the United States, especially
on the magnitude of the resulting cost savings. McCullough
(1997) provides an extensive review of this research.

The national PHV survey conducted in Phase 1 of this re-
search project provides valuable information to help under-
stand the scope and nature of contracting between transit
operators and PHV operators (Gilbert, 1999). First, the sur-
vey results confirm what the previous taxicab studies have
shown: The PHV industry is increasingly diverse. It is diverse
in its vehicle fleet, in its range of services, and in PHV oper-
ators using multiple names. The average number of services
offered by a PHV operator is 2.3, and 30 percent of the PHV
operators use more than one operating name. This diversifi-
cation suggests that PHV operators are sensitive to address-
ing the needs of various market niches and purchase the
diverse vehicle fleet necessary to do so.

Diversification also poses difficulties to researchers and
policy-makers. It is increasingly difficult to categorize oper-
ators, and counting them encounters the real risk of over-
counting. The number of PHV operators is estimated between
11,000 and 13,000.
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The survey results also confirm that PHV operations are
primarily small businesses. As with prior national taxicab
studies, this survey shows that well over half of the operators
have fewer than 25 vehicles. The results also show that most
PHV operators do have local competition from other PHV
operators.

The PHV industry uses a wide variety of types of or-
ganizational structures, and the results show that taxicab
operators have in the past 12 years doubled their use of
cooperatives and associations. Most PHV operators are
locally regulated and face regulation of their fares and entry
controls.

The PHV industry almost uniformly dispatches vehicles.
The results show that 31.5 percent of the PHV industry uses
computers in dispatching, either as computer-aided or fully
automatic dispatching. Among taxicab operators, 12.9 per-
cent use fully computerized dispatching.

The PHV industry depends heavily on the use of indepen-
dent contractor drivers. Overall, 73.7 percent of PHV drivers
are independent contractors. Among taxicab drivers, more
than nine out of ten are independent contractors, and the per-
centage is increasing.

The survey also reveals important information about con-
tracting practices within the PHV industry. Most PHV oper-
ators engage in some service contracting, and comparisons
with the two most recent national taxicab studies show that
the amount of taxicab contracting has increased. Overall, the
PHV industry receives 36.7 percent of its revenues from con-
tracts. Although public sector sources are approximately the
same in importance as contracting revenue sources as are
private-sector sources, transit contracting is only modestly
important as a revenue source. Just 26.5 percent of PHV oper-
ators contract with transit providers. The two most prevalent
types of transit contracting services are ADA and voucher
programs (user-side subsidy programs). PHV operators tend
to employ the same types of fare systems for contract services
as they do for their regular services.

2.3 SELECTION OF CASE STUDY SITES

The overall purpose of conducting in-depth case study
reviews is to help organizations responsible for providing
public transit and paratransit services to understand better the
potential and implications of using PHVs as a key compo-
nent of a public transportation network.

The case study sites were selected to meet several criteria:

• A mixture of urban and rural situations and various geo-
graphical areas;

• A representative mix of services, such as complemen-
tary paratransit, fixed-route replacement, rural public,
and fixed-route feeders; and

• Various organizational types, including statewide pro-
grams and rural, urban, and county-operated systems.



The selection occurred in two stages. First, a list of candi-
date sites was developed. This list was created using the knowl-
edge of the project team members and the results of Phase 1
telephone surveys. This list of candidate sites was then pre-
sented to the B-16 project panel at the panel meeting in June
1999. After a thorough discussion, the panel reduced the
number of sites to eight to include

• Ann Arbor, Michigan;
• DuPage County, Illinois;
• Houston, Texas;
• Los Angeles, California;
• Montgomery County, Maryland;
• Portland, Oregon;
• Seattle, Washington; and
• The State of Wisconsin.

2.4 CASE STUDY METHODOLOGY

The first step in conducting the interviews was to determine
the most appropriate persons to interview at the case study
sites. The study team sought to involve various stakeholders/
stakeholder groups to obtain a range of perspectives: tran-
sit managers, private operators, local and state government
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officials, passengers, and nonprofit agencies. The initial
contact was made to the local transit manager to request
his/her participation in the study. Then the transit manager
referred the study team to other key persons or groups to
involve in the interviews.

Interviews were arranged at all the case study sites. The
participants were sent a copy of the interview instrument for
review before the site visit (Appendix B). This advance
review of the interview instrument gave interviewees time to
anticipate and reflect on the questions they would be asked
during the interviews.

The number of persons interviewed at a given site varied
depending on the number of private-sector contractors in-
volved and the stakeholders recommended by the transit
agency. Some of the interviews, specifically those with pas-
sengers, were conducted in a group. Interviews required from
1 to 2 hours to complete.

The research team produced Chapters 3 and 4 of this report
to summarize public transit services characteristics and the
public/private contractor relationship and then provide some
comparative discussion of the study sites on such areas as
benefits, obstacles encountered, and lessons learned. This
comparative analysis also incorporates some of the findings
from the perspective of the PHV operators through the Phase 1
industry survey.
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3.1 INTRODUCTION

The Phase 1 research revealed that public transit agencies
nationally are utilizing PHVs typically as a primary or sec-
ondary public transportation carrier for demand-responsive
paratransit service. The following are descriptions of typical
demand-responsive service types:

• Americans with Disabilities Act (ADA) complementary
paratransit;

• Human service agency demand-responsive service;
• Guaranteed-Ride-Home programs;
• General public demand-responsive transportation (new,

replacement, and feeder services); and
• Other specialized paratransit (i.e., seniors, persons with

disabilities including non-ADA eligible, low-income,
employees, university students).

The research also shows that contracts with PHVs for
fixed-route service delivery are primarily for connector or
shuttle service to rail or public transit fixed-routes, and late
evening replacement services for fixed-route bus service.

The case study transit agencies use PHVs as

• Community circulators (Portland);
• Feeders/replacements for fixed-route (Ann Arbor);
• Primary providers of ADA paratransit service (Los Ange-

les, Ann Arbor, Houston, and Montgomery County);
• Secondary providers of ADA paratransit service (Seat-

tle, Houston, Portland);
• Human service demand-responsive transportation (Mont-

gomery County);
• Rural transportation (Wisconsin);
• Alternatives for providing specialized transportation 

for seniors (Seattle, DuPage County, Ann Arbor, Los
Angeles); and

• Providing guaranteed rides home for participants in van-
pool and carpool programs (Seattle).

The sites selected for in-depth review are considered
exemplary, and they provide insights into factors that con-
tribute to successful partnering with respect to each service
type.

3.2 CASE STUDY SITES–BACKGROUND
INFORMATION

This section provides some general characteristics of the
public/private partnership at each of the case study sites.
Tables 31 and 32, which display summary data, are followed
by a narrative summary of service area demographics, the
transportation needs addressed through contracting, the nature
of the public/private contractual relationship, contracted ser-
vice type/description, and operational data.

Table 31 provides background information on the type(s)
of contracted services, service area size and population, and
the number of annual one-way trips provided at each of the
case study sites.

Table 32 contains summary information on the unique fea-
tures, the problem or need to be addressed through use of
contracted transportation services, and the solution devel-
oped and implemented at each of the case study sites.

3.2.1 Ann Arbor, Michigan

Public Transportation Agency: Ann Arbor
Transit Authority (AATA)

Private Contractor: Paratransit, Inc., Yellow Cab

Ann Arbor, Michigan, 27.8 square miles in area, is con-
sidered a medium-size city. The city had a total 1999 popu-
lation of 109,581. It is home to a large university with a sig-
nificant student population, approximately 33 percent of the
City total population. In addition, there are a large number of
senior residents, estimated to comprise 7 percent of the City
population in 1990.

The Ann Arbor Transit Authority (AATA) is the lead pub-
lic transportation agency providing fixed-route, ADA para-
transit, and transit services to senior citizens and those with
disabilities. The AATA directly operates the conventional
fixed-route service and some of the paratransit service. The
service area covers the entire city. Trips must originate in
Ann Arbor, but end destinations can be beyond the city bor-
ders (an additional fee is charged outside the city limits).

The AATA has a fairly lengthy history of contracting with
local taxicab companies for services for senior, general pub-
lic, and ADA-complementary service. The AATA began
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contracting for one type of service, Night Ride, in 1983. This
service was initiated to provide a modest level of public tran-
sit service for the general public during the evening hours
when conventional service was not in operation.

The Authority decided to seek contractor services instead of
operating the service in-house because of the lack of resources,
and believed contracting would be the most-cost effective
service delivery alternative. When an RFP was first issued in
1983, a local taxicab company won the bid. The AATA soon
realized some benefits and cost savings in contracting for cer-
tain types of services. Today the AATA contracts with one
provider, selected through competitive bid procurement. The
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current and long-standing private provider is Paratransit,
Inc., Yellow Cab.

The contracted services are

• ADA-complementary service for persons with disabili-
ties (A-Ride);

• Guaranteed Ride Home general public service during
times when conventional fixed-route service is not oper-
ating (Night Ride); and

• Senior service (Good as Gold).

A brief description of each service follows.

Case Study  
Site  

Contracted Service 
Type  

Contracted 
Service(s) Name  

Service Area Size 
(Sq. Miles)  

Service Area 
Population *  

Average 
Annual One-

Way Trips ** 

Ann Arbor, 
Michigan 

 • ADA Paratransit 
(Secondary) 

 • Fixed-Route 
Replacement Service 

 • Guaranteed Ride Home 

 • Night Ride 
 
 • A-Ride 
 
 • Good as Gold 
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110.000 

 • 39,000 
(Night Ride) 

 • 110,000 (A-
Ride) 

 • 147,000 
(Good as 
Gold) 

DuPage County, 
Illinois 

 • Community based non-
ADA paratransit 

 • DuPage 
Subsidized Taxi  
Program 

336 782,000 38,400 

Houston, Texas  • ADA Paratransit 
(Secondary) 

 • METROLift 
Scheduled Sedan 
Service 

 • METROLift 
Subsidy Program 
(MSP) 

 
550 

 
1,900,000 

 • 839,000 
(Sedan) 

 
 
 • 237,000 

(MSP) 
 

Los Angeles, 
California 

 • ADA Paratransit 
(Primary) 

 • Access Services, 
Inc. 

1,523  8,900,000 1.6-1.7 million 

Montgomery 
County, Maryland 

 • ADA Paratransit 
(Primary) 

 • ADA Paratransit 
Service 

 • Call ’N Ride 
 
 • Medicaid 

Program 

 
505 

 
757, 027 
(county) 

 • 172,000 
(ADA) 

 • 76,000 (Call 
’N Ride) 

 • 22,500 
(Medicaid) 

Portland, Oregon  • Community 
Circulator/Feeder 

 • Cedar Mill 
Community 
Shuttle 

 
3 

 
7,000 

26,000 *** 

Seattle,
Washington 

 • ADA Paratransit 
(Secondary) 

 • Metro ACCESS 
 
 • Paratransit 

OPTIONS 

 
840 

 
1.5 million 

 • 838,000 
(ACCESS) 

 • 143,000 
(OPTIONS) 

Wisconsin  • Rural Transportation 
Services 

 • Not applicable— 
each locality uses 
the name of  the 
provider taxicab 
company 

 • Wisconsin 
Rapids: 35 

 
 • Marshfield: 35 
 
 • Fort Atkinson: 5 

 • Wisconsin 
Rapids: 
18,700 

 • Marshfield:
19,300 

 • Fort 
Atkinson: 
10,227 

 • Wisconsin 
Rapids: 
66,373 

 • Marshfield: 
86,026 

 • Fort 
Atkinson: 
56,680 

* DuPage County, Houston, Los Angeles and Montgomery County—1990 data; Portland—1997 data; 
 Seattle—1998 data; Ann Arbor, and Wisconsin—1999 data  
** Figures are for 1999 with the exception of Wisconsin cities (1998) 
*** Data is an estimate because this was a new service 

TABLE 31 Case study background information



A-Ride. A-Ride is the ADA-complementary paratransit
service for persons with disabilities. To be eligible, a new pas-
senger must complete an application that requires a licensed
professional to certify that the individual is not capable of
using the fixed-route service. If eligibility criteria are met,
AATA issues an identification card. AATA requires trip-by-
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trip eligibility determination. The Authority itself operates
four lift-equipped vans providing the more costly trips, and the
rest of the ADA service is contracted out to the same private
provider that operates the Night Ride service, Yellow Cab.
A-Ride days/hours of service coincide with those of fixed-
route bus service: Monday through Friday from 6:00 a.m. to

 Setting or 
Service Area

Unique Features Problem/Need Solution 

Ann Arbor Mid-size densely 
populated urban 
area 

Lengthy commitment to 
contracting since 1983; 
supply-side; contract subsidy. 

More cost effective means of 
handling ADA passengers; 
need to expand service during
period fixed-route not in 
operation. 

Contract with taxicab firm to 
provide 3 services. 

DuPage 
County 

Chicago area 
suburban county 

  

Countywide taxicab program 
to provide paratransit service 
in addition to that provided by 
Pace Suburban Bus Division 
of the Chicago RTA; program
participants may ride together 
and share coupons to pay for 
their trip. 

PACE transportation 
programs do not cover a large 
portion of the county; local 
subsidy programs are scant, 
and not accessible; a 
transportation program that 
would be available 24/7 
throughout the county. 

Sponsor-driven—municipalities 
and agencies purchase coupons 
given to or sold to program 
participants. 

Houston Large urban, 
suburban area 
(550 sq. miles) 

User-side subsidy (vouchers);
vouchers distributed through 
taxicab company, not 
customers; unique tracking 
system matches voucher used 
with customer at reservation 
time; driver is unaware of 
tracking number. 

ADA paratransit; how to 
effectively provide short 
demand trips more cost-
effectively while maximizing
the scheduled portion of ADA
service. 

Developed “worthless vouchers”
held by participating taxicab 
companies; 16,000 vouchers 
distributed among participating  
cab companies monthly; 
vouchers issued to taxicab 
companies and then to drivers. 

Los Angeles Large urban/ 
suburban area 

Decentralized reservation 
system, and same-day service 
allowed PHVs to maximize 
strengths. 

Large, diverse service area 
that needed full service from 
the start.  Needed to rely on 
existing service providers to 
provide this level of service. 

Created same-day service 
standard to avoid pitfalls of 
other ADA paratransit services.
Provided significant guidance to 
operators to increase service 
quality and uniformity among 
operators. 

Montgomery 
County 

Suburb of major 
metropolitan area
(Washington 
DC) 

Three programs that together 
comprise coordinated 
countywide human service 
transportation program. 

ADA paratransit for 
WMATA; transportation for  
low- income or elderly 
patrons, and/or those who 
have disabilities; Medicaid 
transportation. 

User-side subsidy program (Call 
’n Ride); open solicitation 
contract to all private operations 

Portland Large urban, 
suburban, rural 
area (592 sq. 
miles) 

Uses taxicab operator to 
provide feeder service to rail 
station for a community 
located outside the existing 
fixed-route bus service area; 
engaged community to help 
market to neighbors, reduced 
cost per trip, and made 
service effective. 

Sunset Station parking facility 
full, Cedar Mill community 
difficult to serve with fixed-
route bus, and didn’t want the 
service to become part of the 
union contract, with resulting 
labor expense. 

Fare is the same as for transit; 
passes accepted, transfers issued. 
Dedicated service approach 
enables community to build 
relationship with “their” drivers, 
and service quality is 
maintained; drivers invested in 
the community and success of 
the service 

Seattle Large urban, 
suburban, rural 
area (2,134 sq. 
miles) 

User-side subsidy; no formal 
contract with operators; scrip 
is used for 50% subsidy, 
reimbursement to the taxicab 
operators is timely. 

Transportation for low- 
income, elderly residents who
are not eligible for ADA, but 
still need transportation 
services; contain potential 
cost exposure. 

Operating agreement for 
participating taxicab companies 
to accept script from customers 
and reimbursement from King 
County

Wisconsin Small towns 
(2,700–24,000 
pop) + 3 counties 

Statewide program with 
operations in 39 towns and 
counties; typically comprises
the only public transportation 
service provided in those 
areas.

Provide public transportation 
for residents who are elderly 
and/or who have disabilities; 
provide general public 
transportation; maintain 
taxicab service through 
private operator. 

Provide federal and state money 
to pay operating deficit incurred
by private operator 

TABLE 32 Case study characteristics



10:45 p.m.; Saturday from 8:00 a.m. to 6:30 p.m.; and Sun-
day: 8:00 a.m. to 6:30 p.m. The cost is $1.50 per trip. This
service operates within the City limits and through neigh-
boring local jurisdictions that contribute to service costs (the
City of Ypsilanti, and Pittsfield, Ypsilanti and Superior town-
ships). Service is also provided to a few other locations just
beyond the 3⁄4 mile distance from an AATA local fixed-route.
Advanced reservations are required for ADA trips that go
outside the Ann Arbor City limits.

Night Ride. Night Ride was initially contracted out to
provide more service, not to save money. The program pro-
vides subsidized, shared-ride, curb-to-curb service for the
general public. It was created to provide a modest level of
public transit service at night and on weekends when the
AATA’s conventional fixed-route transit service does not
operate (after 10:45 p.m. weekdays and after 6:30 p.m. week-
ends). It was designed to provide a less expensive alternative
to exclusive ride taxicab service. Although it is less expen-
sive than a for-hire taxicab service, because of the sharing of
rides and public subsidy, the Night Ride service also has
longer wait and ride times. The fare for the Night Ride pro-
gram is $2.00 per one-way trip. Elderly persons presenting a
valid Good as Gold ID card, and persons with disabilities
presenting a valid A-Ride ID card pay $1.50 per trip. This
service operates only within the Ann Arbor City limits.

Good as Gold. The Good as Gold Program is a trans-
portation service for Ann Arbor senior residents (65 years of
age and older) providing subsidized, shared-ride taxicab,
curb-to-curb service and in some cases, door-to-door service.
Days and hours of operation are Monday through Friday:
6:00 a.m. to 11:00 p.m. and Saturday and Sunday: 6:00 a.m.
to 6:30 p.m. Identification cards are issued to passengers,
who display them to the taxicab driver to obtain the reduced
fare of $1.50 per trip. A trip is defined as a vehicle trip made
from one origin to a destination by one to three individuals
who have made a joint reservation. The contractor collects an
additional $0.50 for each passenger who is 12 years of age or
older, or a personal care attendant traveling with a passenger.
This service operates only within the Ann Arbor City limits.

In 1998, the AATA’s contracted services ridership consti-
tuted 6.21 percent of AATA’s total ridership. In the same
year, the contracted services provided over 270,000 trips for
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a total of approximately 105,000 service hours. The three
programs (plus an additional small program, East Van) con-
tribute approximately 37 percent of AATA’s total service
hours. Table 33 compares additional operating statistics of
both the AATA fixed-route service and the A-Ride service to
the contracted services.

3.2.2 DuPage County, Illinois

Public Transportation Agency: DuPage County
Department of Human Services

Private Contractor: AutoRide

DuPage County, just west of Cook County, Illinois, is the
center of the Chicago Metropolitan Area. DuPage County is
part of the urbanized area and is largely suburban in charac-
ter. It occupies 336 square miles and has a population of
782,000. DuPage County is generally affluent with only 
8 percent of County households having incomes lower than
$15,000 in 1990. There are several communities with higher
than average proportions of seniors. For example, seniors
comprise 28 percent of the population of Oak Brook Terrace
and 19 percent of Elmhurst. The majority of the County pop-
ulation resides in the eastern half of the County; the western
half is more rural in character.

DuPage County enjoys significant public transportation
services in some areas of the County and limited or no ser-
vices in other areas of the County. The Regional Transit
Authority (RTA) of Northern Illinois operates Metra com-
muter rail service on two lines serving DuPage County, with
stations adjacent to the downtowns of several communities.

The Pace Suburban Bus Division of the RTA provides bus
and paratransit services in DuPage County. There are 59 Pace
bus routes serving most urbanized areas of the County, with
ADA-complementary paratransit service accompanying these
routes in the 3⁄4 mile standard distance from each route. Many
of these routes provide peak-hour express service to Metra
rail stations, and are not available for service during the day.
Paratransit service is provided during the days and hours of
standard fixed-route service, which is offered largely during
weekdays and early evening hours. Pace also provides local
Dial-a-Ride service jointly with several townships and munic-
ipalities in DuPage County. Four of these services are available

A-Ride
(shared-ride 

taxicab service) 

Night Ride Good as Gold East Van

Passengers per Service Hour 2.5 4.1 2.5 1.1 
Average Weekday Ridership 403 107 302 36 
Average Operating Expense 
per Passenger 

$7.48 $6.50 $23.17 

Subsidy per Passenger $6.23 $4.77 $5.10 $21.83 

$6.64

TABLE 33 1999 Ann Arbor, Michigan contracted services data



to the general public, and three are available only to passen-
gers who are elderly or have disabilities. All of these Dial-a-
Ride services are available only on weekdays.

At the time this research was conducted, the DuPage Sub-
sidized Taxi Program was in the 2nd year of a 3-year pilot
program. The service area covers the entire county, with ser-
vice available 24 hours each day. The program supplements
existing transit services by making available taxicab service
throughout the County to provide transportation to residents
who are not served by the public transit system. Its primary
target customers are seniors and persons with disabilities.
Participating municipalities and agencies provide subsidies
to their customers. Each municipality and member agency
determines its level of subsidy, its amount of participation,
and its eligibility requirements. However, to drivers, all trips
are documented in exactly the same manner. Customers are
provided a photo identification card coded with a customer
identification number and the sponsor’s code. Each sponsor
is responsible for distributing ride coupons, valued at $5.00,
but sold at a discount, to their respective customers. Customers
may use multiple ride coupons to pay for a trip, depending
on a sponsor’s requirements. Each sponsor tracks the coupons
at the time of sale and the program administrator tracks them
at the time of use. The PHV operator is reimbursed weekly
for all coupons submitted and verified.

The largest purchaser of service is the County Transportation
to Work Program, which provides employment transporta-
tion for persons with disabilities. The program has always
sought to incorporate accessible service, and has succeeded
in providing this service at the same fare and rate of subsidy
as other trips. This has enabled persons with disabilities to
receive service with response times comparable to those from
sedan service.

This program represents an approach to providing sub-
sidized transportation service using taxicabs that is easy for
smaller operators to use. It also provides flexibility for the
sponsoring agencies, with strong broker oversight. The DuPage
County Department of Human Services operates as a broker
for the Subsidized Taxi Program on a 3-year pilot basis. The
County agreed to perform this function to lend credibility to
the pilot, and to ensure a base of customers for the contractor
as an incentive to start the project. Over the 3 years that the
project has operated, demand has increased and stabilized into
a significant market. Based on the types of trips provided, par-
ticularly for some municipalities and agencies, it is unlikely
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that this service would have been able to be operated as cost
effectively by a transit agency rather than by a PHV operator.

The private operator of this subsidized taxi program is Auto-
Ride, a family-owned, independent taxicab operator located
in Villa Park (in the northeast corner of the county). Auto-
Ride operates a fleet of approximately 50 vehicles that are
company-owned and leased to drivers. The AutoRide drivers
are independent contractors. For the drivers, trips provided
as part of this program are performed like regular cash trips,
except payment is in the form of vouchers.

Coupons are collected and verified by AutoRide staff, and
a bill is submitted to the County on a weekly basis for ser-
vices provided. Drivers are paid a percentage of the meter
amount, also on a weekly basis.

Other PHV operators in the county (but not currently part
of this program) include American Cab and Courtesy Cab.
Each municipality controls its own taxicab industry, so there
are various small municipal providers that do not have the
ability to operate countywide. However, pre-arranged service
is not addressed in local taxicab regulations, and, therefore,
may be provided across municipal boundaries. Other private
operators in the area include Laidlaw, which contracts for
demand-responsive service with the Village of Addison, and
ATC/ Vancom, which operates Pace’s paratransit service and
five Township demand-responsive programs under contract
to Pace. Other private providers are human service agencies
that operate their own services and several independent med-
ical transportation providers.

A November 1999 customer service survey revealed that
the primary reason customers enrolled for the service was to
have backup transportation in case their usual means of trans-
portation was not available. Customers’ usual means of trans-
portation was reported to be a spouse or friend. The opera-
tional data for DuPage County are summarized in Table 34.

3.2.3 Houston, Texas

Public Transportation Agency: Metropolitan
Transit Authority of Harris County (METRO)

Private Contractors: United Cab, Coach USA
(Yellow Cab and Fiesta), Liberty, and Square Deal

Harris County is in southeast Texas and includes the City
of Houston. The County occupies 1,788 square miles and

 DuPage Subsidized Taxi Program 
Passengers per Service Hour N/A—non-dedicated service 
Average Weekday Ridership 145 
Average Operating Expense per Passenger* $5.44 - $14.27 
Subsidy per Passenger** $2.57 - $7.21 

* Operating expense varies by city. Values shown are averages for participating cities. 
** Average subsidy is generally 50 percent of the meter rate (in Wheaton it is 80 percent). 

TABLE 34 1999 DuPage County, Illinois contracted service data



had a 1990 population of approximately 2.8 million people.
Of that population, 286,000 or approximately 10 percent,
were over age 60. Twenty-three percent of the population,
representing 232,000 households, was classified as low
income.

The County public transportation provider is the Metro-
politan Transit Authority of Harris County (METRO), which
operates services within a 1,279 square mile area of the
County with a 1990 population of approximately 1.9 million
people. METRO operates a large bus system, consisting of
local, cross-town, limited, commuter, and express bus routes
throughout the urbanized areas of Harris County that partic-
ipate in the METRO sales tax. There are 66 local, cross-town,
and limited routes, of which 95 percent are designated as
accessible to persons with disabilities. The entire system is
planned to be fully accessible to persons with disabilities by
2002. Express bus service and ADA-complementary para-
transit service are also provided.

METROLift was created to provide public transportation
services to persons with disabilities within the METRO ser-
vice area who could not use regular bus service. This ser-
vice, operated by a private contractor (ATE), is intended 
to complement existing paratransit service, as required by
the Americans with Disabilities Act of 1990 (ADA). In
addition to the contracted METROLift services, there are 
a number of human service agencies that operate their 
own transportation services or contract for service with
private providers. These include the Medical Transpor-
tation Program of the Texas Department of Health, Mental
Health Mental Retardation Authority (MHMRA), Harris
County Social Service Transportation, and the American
Red Cross. The METROLift service area is the same as
METRO’s local fixed-route service area (550 square
miles), providing service within 3⁄4 mile from local METRO
bus routes in the more densely developed areas of the
County.

Eligibility requirements are based upon current federal
ADA regulations. The service types operated under METRO-
Lift are

• Scheduled Van Service—wheelchair accessible service;
• Scheduled Sedan Service—dedicated taxicab service

paid on an hourly basis, not wheelchair accessible; and
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• METROLift Subsidy Program (MSP)—same-day ser-
vice, offering a higher level of service to customers who
do not need a van; a specific percent of ADA trips are
allocated to MSP program.

All three of these services are operated under contracts
with various private operators. This study focuses on the
MSP program and the Scheduled Sedan Service, which are
operated by local taxicab companies.

In these two programs, taxicabs were used to add trans-
portation capacity at a cost lower than that of the existing
paratransit service. The MSP program provides a subsidy for
taxicab service on a first-come, first-served basis. This pro-
gram provides same-day service and is considered a pre-
mium service offering greater flexibility than traditional van-
based paratransit service. At the time of the site visit, the
MSP service was not wheelchair accessible.

In addition to the MSP program, METROLift also con-
tracts with two taxicab operators, Yellow Cab and Fiesta
Cab, to provide dedicated sedan service as part of the ADA
program. This service, operated by the taxicab company, is
scheduled and dispatched by METROLift staff. The taxicab
company is reimbursed by the service hour for providing
this service.

There are five taxicab operators that contract to provide
MSP service—Yellow Cab, Fiesta Cab, United Cab, Liberty,
and Square Deal taxicab companies. Yellow Cab and Fiesta
Cab are dispatched from the same facility and are both owned
by the same parent corporation, Greater Houston Trans-
portation Company/Coach USA. Combined, Yellow Cab and
Fiesta Cab hold approximately one-half of all the medallions
within the City of Houston and have the greatest share of con-
tract work. United Cab is the second largest taxicab company,
with approximately 200 taxicabs in cash service. United also
operates vehicles that provide dedicated Medicaid contract
service. Contract work, including private businesses, social
service agencies, and transit, account for approximately 35–
45 percent of the workload of the largest operators. Smaller
taxicab operators focus more on cash work, such as trips from
airports and hotels. There are also a significant number of
independent operators, some providing service in niche mar-
kets and some focusing on major trip generators.

The operational data for the Houston case study site are
summarized in Table 35.

METROLift
Scheduled Sedan 

Services 

METROLift 
Subsidy Program 

(MSP) 
Passengers per Service Hour 1.97 6.83 
Average Weekday Ridership 2,800 800 
Average Operating Expense per Passenger $14.21 ~$5.84* 
Average Subsidy per Passenger $13.46 $4.84 

* Customer pays $1 plus any fare over $9—average trip length was 3.5 miles.  

TABLE 35 FY 1998 Houston, Texas contracted services data



3.2.4 Los Angeles, California

Public Transportation Agency/Broker:
Los Angeles County Metropolitan Transit
Authority/Access Services, Inc.

Private Contractors: San Gabriel Transit,
United Independent Taxi Drivers, CJVP, Antelope
Valley Transit Authority, Laidlaw, and City of
Santa Clarita.

Los Angeles County, in Southern California, includes the
City of Los Angeles and more than 40 other municipalities,
including Burbank, East Los Angeles, Long Beach, Pasadena,
and others. In 1990, the County population was 9,300,000,
with 20 percent of County residents having a household
income of less than $15,000. Thirteen percent of the popula-
tion of Los Angeles County was age 60 or older. This segment
of the population is anticipated to increase at a faster rate than
that of the general population. Communities with a larger than
average proportion of elderly residents also tend to have a
larger than average proportion of residents on a fixed income,
and a larger than average proportion of residents at risk for
having a disability that impacts their ability to drive. The City
of Los Angeles, along with many other County municipalities,
operates subsidized taxi services for those who are elderly or
have disabilities separately from the Access Services, Inc.,
program.

The Los Angeles Metropolitan Transit Authority (MTA)
operates a large bus system, plus three rail lines. The rail
lines are as follows. The Blue Line operates between Long
Beach and Downtown Los Angeles; the Green Line operates
between Redondo Beach, LAX, and Norwalk; and the Red
Line operates between Union Station, Downtown Los Ange-
les and Wilshire Center. Service to North Hollywood began
operation in 2000. There are numerous public transit opera-
tors providing fixed-route bus service in areas throughout the
County and beyond.

Access Services, Inc. (ASI) was designed to provide ADA-
complementary paratransit on behalf of the 50 public opera-
tors in the County, resulting in a large and diverse service
area. The service area covers 1,523 square miles.

Eligibility requirements are based upon current federal
regulations corresponding to the Americans with Disabilities
Act of 1990 (ADA). The service area was divided into eight
geographic areas. As of July 1, 1999, the service area was
also divided according to provision of advance reservation
and real-time scheduled service. Because this latter change
was initiated just prior to the case study visit, it is not evalu-
ated here. The service areas are generally divided along
municipal and geographic boundaries such as the Santa Mon-
ica Mountains and the San Gabriel Mountains. Most trips
occur within a single service area; however, because of the
expanses of unserved areas between service areas, there are
occasional requests for extremely long trips.
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At the time of the case study visit, the following taxicab
operators had contracts with ASI: San Gabriel Transit, United
Independent Taxi Drivers, CJVP (Community Joint Venture
Partnership, which includes LA Taxi, Fiesta, United Checker,
South Bay Yellow, and other taxicab companies), Antelope
Valley Transit Authority, Laidlaw, and City of Santa Clarita.
Three of these providers, CJVP, United Independent Taxi
Drivers, and San Gabriel Transit, are taxicab operators in Los
Angeles County. In addition to the ASI paratransit services,
there are a number of human service agencies that operate
their own transportation services or contract for service with
private providers. ASI plays a role in coordinating these ser-
vices as the Consolidated Transportation Services Agency
(CTSA) for the region.

During the development of the ASI service network, the
reliance on taxicab operators as primary service providers
has resulted in both positive and unforeseen impacts. It is
unlikely that a traditional paratransit provider using pre-
scheduled service could have accommodated the increase in
ridership over the program’s first 5 years. It is also unlikely
that costs could have been maintained during this period, par-
ticularly for long trips between different areas of the County.
With more than 3,000 daily trips provided by independent
taxicab operators, the service has been quite flexible and well
received by customers.

Because of the area’s economic growth during the late
1990s it has been difficult maintaining sufficient availability
of trained drivers. ASI has used incentives to encourage driv-
ers to provide trips that are less economically attractive, such
as short trips or trips located in remote areas of the County.
These incentives have included providing a bonus payment
to drivers for such trips, pairing an economically unattractive
trip with a longer, more attractive trip, or providing a trip
using a dedicated driver.

As service has been readily available on a same-day request
basis, and the service was well-promoted, ridership was antic-
ipated to grow at a high rate during the initial 2- to 3-year
period, then to level off. In practice, ridership has grown each
year, doubling over the initial 5-year period. However, in Fis-
cal Year 2000, ridership remained at the previous year’s level.

ASI service was designed to maximize the use of PHVs
to accommodate a large number of diverse trips and to
reduce the costs associated with providing dedicated service
(such as deadhead costs). Costs have grown at a rate greater
than ridership, indicating the need for incorporating new
approaches into the service model to maximize efficiencies
where possible. One new approach is to divide routine sched-
uled trips into “steady access,” i.e., subscription trips, which
allows these trips to be routed and scheduled in advance on
dedicated vehicles. As this change was implemented only
recently, the extent of cost savings is not yet known.

Based on service indicators, the trip-making rate is lower
than would be expected for a same-day request service.
This indicates that there is more demand yet to emerge, that
customers are unsure of receiving service on the day it is



requested, or that other providers in the County are meeting
customers’ transportation needs. ASI continues to budget to
accommodate rapid growth in demand, and the steady access
approach should help address the concerns of customers who
want to make advance trip reservations.

Because the ADA paratransit system was designed with
the benefits of using PHVs from its inception, the cost bene-
fit observed by some other transit agencies shifting to con-
tracts with PHV operators has not occurred in Los Angeles.

Table 36 summarizes operating statistics for each of the
eight geographic areas/contractors providing service in Los
Angeles.

Table 37 presents a summary of operational data for the
Los Angeles case study site.

3.2.5 Montgomery County, Maryland

Public Transportation Agency: Montgomery
County

Private Contractors: Barwood, Inc., Regency
Cab Company, Action Taxi

Montgomery County is located in Maryland adjacent to
Washington, D.C. The 1990 County population was 757,027
(U.S. Census) and the county is 550 square miles in area. The
1990 median household income of $54,089 was well above
the national average of $30,056.

Private-for-hire vehicles are used to provide public trans-
portation services for three programs in Montgomery County.
Those programs include
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• ADA Paratransit service—to provide transportation to
persons with disabilities;

• Call ‘N Ride Program—a county program to provide
transportation to low-income residents who are elderly
and/or have disabilities; and

• Medicaid transportation program—used only for travel
to and from medical appointments and is a program of
last resort or a safety net for those least able to access
medical care.

These three programs provide the bulk of human service
public transportation in Montgomery County, functioning as
a countywide coordinated system. Human service agencies
in the County generally do not operate their own transporta-
tion services.

ADA Paratransit. Montgomery County and neighboring
Prince George’s County started providing ADA paratransit
transportation services for Washington Metropolitan Area
Transportation Authority (WMATA) in May 1994. Trips are
booked through a central reservations office operated by
WMATA serving the metropolitan area. Trips are distributed
to the two counties based on the geographic areas of the trip
origins and destinations and the numbers of vehicles available
in each of the counties. WMATA notifies the county of each
trip request. If a trip lies entirely within Montgomery County,
the County schedules the trip. If a trip involves travel between
Montgomery and Prince George’s Counties or between one of
the Counties and Washington, D.C., WMATA schedules that
trip. ADA paratransit trips are mostly exclusive ride trips
because of the timing and location of individual trip requests.

Area/Provider Passengers Revenue Miles Revenue 
Miles/ 

Passenger

Revenue Hours Passenger/
Revenue 

Hour 

Area A/SGT 7,984 83,545 10.46 2,632 3.03 
Area B/SGT 37,586 315,895 8.40 11,624 3.23 
Area C/DAVE 9,314 82,070 8.81 4,438 2.10 
Area D/CJVP 14,771 121,523 8.23 5,033 2.94 
Area E/CJVP 41,104 350,018 8.52 14,322 2.87 
Area F/ UITD 23,989 214,779 8.95 7,043 3.41 
Area G/ A V 673 7,459 11.08 294 2.29 
Area H/ S C 214 1,173 5.48 73 2.93 

Access Services, Inc. 
Passengers per Service Hour* 2.98 
Average Weekday Ridership 5,100 
Average Operating Expense per Passenger** $18.92 
Average Subsidy per Passenger $18.92 

* Varies from 2.10 to 3.41, by area
** Varies from $16.75 to $39.81, by area 

TABLE 36 Los Angeles, California, contracted services, June 1999 revenue miles and hours and
passenger trips

TABLE 37 1999 Los Angeles, California contracted services data



Service was originally operated during daytime hours on
Monday through Friday, but expanded to 7-day service with
evening hours of operation by January 1997. The State of
Maryland pays for ADA trips. Initial operations in Mont-
gomery County included use of buses and taxis. However, a
review after the first year of operation revealed that the price
of a bus trip was three times that of a taxi trip. Approximately 
35 percent of trips had been on buses, with the remainder
provided in taxis. Using taxis avoided the need to pay for
deadhead time and driver salaries. In April 1996, a decision
was made to provide all trips using taxis. All bus drivers who
had been involved in providing ADA paratransit service were
placed in other positions operating fixed-route services. Two
administrative positions were also shifted to fixed-route oper-
ations. Current hours of service for the program are 5:30 a.m.
to midnight each day.

Call ‘N Ride Program. The Call ‘N Ride Program is a
county program to provide transportation to low-income res-
idents who are elderly and/or have disabilities. Eligible par-
ticipants may purchase coupons for taxi service at a dis-
counted rate with the County subsidizing the difference in
price between that paid and the face value of the coupons.
There is a sliding scale for the discount price. Most clients
pay the most heavily discounted rate of $5.25 for $50 worth
of coupons. For Fiscal Year 1999, 17,439 of 18,872 coupon
books were sold at this rate.

Eligible participants, such as a family of one with $20,000
or less of annual income, could initially purchase one book of
coupons per month. In August 1999, clients were allowed to
purchase a second $50 book of coupons per month. The pop-
ularity of this program is demonstrated by the observation that
one-half of clients opted to purchase a second coupon book
when this option became available. The primary client is
female between ages 80 and 90. The most frequent trip pur-
pose has been travel to medical appointments.

No advance reservation is required for this service. A
client calls one of three authorized taxicab companies to
make a trip request. Trips are scheduled into the normal dis-
patch schedule of that taxicab company. The full fare is
charged for each trip. Upon reaching the destination, the
driver collects the coupon from the traveler and turns it in to
the taxicab company, which then redeems the coupon with
the county. This program receives some state funding but is
administered by the county. Presently, this service is avail-
able 24 hours daily.
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Medicaid. The Medicaid transportation program is used
only to travel to and from medical appointments, and is a pro-
gram of last resort or safety net for those least able to access
medical care. Clients must be certified for each trip. The
County Medicaid office conducts intake activities for these
trips. Clients are screened over the telephone to determine if
other travel options exist. For example, a client may be asked
how they travel to other places, and if they ever travel by pub-
lic transit. Every trip is screened via telephone. After receiv-
ing and approving a trip request, County paratransit office staff
prepare a trip manifest and fax it to one of the three taxicab
companies contracted to provide this transportation service.

Initially, this program operated on a reimbursement basis
using the full meter rate. Payment then shifted to a flat rate of
$1 per mile; however, taxicab drivers were unhappy with this
rate and claimed they were subsidizing the program out of their
own earnings. The County agreed to increase the rate but
stopped paying drivers for client no-shows, as there had been
evidence of excessive no-show claims by some drivers who
attempted to raise additional fare revenue. In Fiscal Year 2000,
the County returned to using the full meter rate to avoid
burdens to clients and drivers. Drivers will report full meter
charges to their taxicab company, which will then bill the
County. State funds are provided to the County through a grant.

Although taxicabs are used for all curb-to-curb trips, other
contractors such as ambulette operators are used for trans-
porting nonambulatory clients. The State of Maryland pays
the entire expense for this program. Service is operated on a
24-hour advance reservation basis, and transportation is pro-
vided Monday through Saturday during business hours.

Table 38 provides selected operational statistics for these
contacted services.

3.2.6 Portland, Oregon

Public Transportation Agency: Tri-County
Metropolitan Transportation District of 
Oregon (Tri-Met)

Private Contractor: Sassy’s Cab Company

The Tri-County Metropolitan Transportation District of
Oregon (Tri-Met), the Portland-area regional public trans-
portation system, services portions of Clackamas, Multnomah,
and Washington counties, covering 592 square miles with a
total population of approximately 1.2 million.

 ADA Call N’ Ride Medicaid 
Passengers per Service Hour 26 9 8 
Average Weekday Ridership 470 208 60 
Average Operating Expense per 
Passenger 

$19.24 $34.15 

Average Subsidy per Passenger $17.24 $6.62 $34.15 

Note: Passengers per service hour calculated from data. 

$10.09

TABLE 38 FY 1999 Montgomery, Maryland, contracted services data



Tri-Met operates an extensive light rail system (MAX) and
a large fixed-route bus system. Over 700 buses operate on 74
local, 7 cross-town, and 16 express bus routes.

Cedar Mill is located in Washington County on the north-
west side of Portland, north of Beaverton. The Cedar Mill area,
approximately 3 square miles in area, had an estimated 1997
population of 7,000, of which 11 percent were senior citizens.
The median household income for the Cedar Mill area of
$39,288 was greater than average for that of any of the three
counties in the Portland urban area. In 1990, approximately 
10 percent of the Cedar Mill households had incomes of less
than $15,000 per year.

The Cedar Mill Taxi Shuttle operates between the Cedar
Mill area and the Sunset Transit Center. The Sunset Transit
Center is a central transfer point for bus and rail transit, and
also sees significant park-and-ride activity. Westside MAX
light rail service and several bus routes converge at the tran-
sit center, providing rail service to downtown Portland and to
Beaverton and bus service to other areas. A multilevel park-
ing structure is located at the Center, however, at the opening
of the transit center, the demand for parking quickly exceeded
the capacity of this facility.

The Cedar Mill Taxi Shuttle was envisioned as a way of
alleviating the parking problem while serving a community
that was outside the Tri-Met fixed-route bus service area. The
goal was also to implement a flexible feeder service at a cost
comparable to fixed-route service with minimal start-up cost.
Because the Cedar Mill street network is not well suited for
fixed-route service because of its hilly terrain and narrow
streets, Tri-Met considered taxicab service and conducted a
competitive bid process for a contractor to provide feeder
service.

Sassy’s Cab Company was awarded the pilot contract to
provide the Cedar Mill Taxi Shuttle service. It was agreed
that the service would be maintained beyond the pilot pro-
gram period if it proved cost-effective. Sassy’s Cab Com-
pany is a small, family-owned taxicab company with approx-
imately 25 vehicles in service. They operate four accessible
vans and are planning to replace existing vehicles, which are
up to 9 years old, with minivans fleetwide. The taxicab driv-
ers are largely independent contractors; however, there are
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several employee drivers in addition to the two drivers oper-
ating the Cedar Mill Taxi Shuttle. Contract business makes
up approximately 40 percent of the company’s work. The
company operates a package delivery service, and has con-
tracts to provide transportation services to businesses, HMOs,
the public school system, and public transit agencies. Because
of the provision of school transportation, all company employ-
ees and drivers participate in a drug-testing program consis-
tent with Department of Transportation regulations. The
company’s cash business is focused on the south side of
Portland and in neighboring Clackamas County.

Cedar Mill Taxi Shuttle taxicab drivers receive pickup
requests and trip cancellations via cellular telephones. Be-
cause the service area is small and well defined, the two driv-
ers manage their own trip manifests. Drivers also negotiate
pickup requests among themselves, depending on a driver’s
availability and proximity to the pickup location. Sassy’s Cab
Co. recently purchased computer scheduling and dispatching
software for use with its cash and other non-dedicated contract
service business. This software could be used for scheduling
and dispatching if the Cedar Mill Taxi Shuttle grows to serve
other areas.

For guaranteed service, trip reservations must be made 
6 hours in advance for peak-period trips. Trip requests made
with less advance notice during these peak periods are sched-
uled on a space-available basis. Pickup is guaranteed to take
place within 1 hour of placing a trip request during midday,
off-peak hours.

Table 39 provides a summary of operational statistics for
the Portland case study site.

3.2.7 Seattle, Washington

Public Transportation Agency: King County
Department of Transportation, Metro Transit
Division

Private Contractors (Home Free Guarantee
Program): Farwest Taxi, Checker Deluxe Cab,
Puget Sound Yellow Taxi, Checker Cab 
Company, STITA

Cedar Mill Taxi Shuttle 
Passengers per Service Hour 5 
Average Weekday Ridership 100 
Average Operating Expense per Passenger $4.00* 
Average Subsidy per Passenger Approximately $2.90** 

* This expense was reduced to $3.64 following purchase of minivans in August 
 1999. 
** Subsidy amount is approximate as most passengers transfer to/from MAX or 
 fixed-route bus service, which involves a Tri-Met All-Zone Fare of $1.40 
 versus a Single Zone Fare of $1.10 for just the Cedar  Mill Taxi Shuttle.

TABLE 39 FY 1999 Portland, Oregon, contracted services data



Private Contractors (Paratransit OPTIONS
Program): Cascade Cabulance, Checker Deluxe
Cab, Farwest Taxi, Graytop of Seattle, Hawley’s
Northend Taxi, Karma Kab, Orange Cab, Pierce-
King Cabulance, Rainbow Taxi, Redtop Cab,
STITA, TLC Cabulance, and Puget Sound 
Yellow Taxi.

King County is on the east side of Puget Sound in western
Washington and includes the City of Seattle. The County’s
2,134 square miles vary in landscape from urban to rural, with
mountainous terrain. The Central Puget Sound area popula-
tion is approximately 3.1 million, and the King County pop-
ulation is 1.6 million, based on 1998 estimates. Although senior
citizens constituted 15 percent of the regional population in
1990, they constituted 19 percent of the population of the City
of Seattle. The City of Seattle also has a large percentage of
households with low incomes, with 24 percent of all house-
holds having incomes of $15,000 or less in 1990.

The Metro Transit Division of King County Government
(Metro) operates a large bus system of approximately 1,300
vehicles including electric trolleys, dual-powered buses and
streetcars, all of which are accessible to people with disabil-
ities. The Metro bus system serves more than 75 million trips
annually within a service area covering 2,128 square miles
(nearly all of King County).

In addition to fixed-route transit service, Metro also oper-
ates one of the largest vanpool programs in the country, with
over 500 vans serving 5,000 people daily. This vanpool pro-
gram includes a guaranteed ride home program (the Home
Free Guarantee program), which provides subsidized taxi
trips to vanpool program participants who are authorized
through their employer and need an emergency trip home.
The vanpool program also includes a program that provides
home-to-work transportation for welfare recipients. The Home
Free Guarantee program is also provided to the welfare-to-
work program participants.

The Metro paratransit service area covers 840 square miles
of the total 2,128-square-mile Metro service area, representing
the Metro service area where local bus service is provided.
Metro operates two paratransit programs: ACCESS Trans-
portation service (ACCESS) and the Paratransit OPTIONS
Program. ACCESS services are operated by a contracted man-
agement services company, which provides lift-equipped van
transportation that is brokered through a human service
agency. Metro ACCESS was designed to provide complemen-
tary paratransit service for people who cannot use the fixed-
route transit bus because of a disability (ADA-complementary
paratransit). Some ACCESS contractors subcontract with taxi-
cab operators for provision of backup service.

Metro’s Paratransit OPTIONS Program is a user-side sub-
sidy taxicab program that provides transportation to low-
income senior citizens as well as ADA paratransit customers.
This subsidized taxi program is unusual, in that Metro does not
contract with the taxicab operators but has an agreement with
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taxicab operators for the taxicab companies to accept scrip
from eligible passengers. Non-ADA Paratransit OPTIONS
Program customers must be 65 years of age or older or certi-
fied by a doctor as having a disability and must have an income
that does not exceed that of twice the poverty level.

King County Metro provided fixed-route accessibility prior
to the implementation of the ADA. When the ADA regulations
became effective, Metro was then required to develop an
ADA-complementary paratransit program. In Seattle, there
was a history of providing subsidized taxicab service to low-
income seniors and people with disabilities, some of whom
might not have qualified for the ADA-complementary para-
transit service under the ADA criteria. For this population, the
Paratransit OPTIONS Program provides an opportunity to
blend the user-side subsidy taxicab program with the new
ADA van program (ACCESS) to get the best productivity and
flexibility from the service. The Paratransit OPTIONS Pro-
gram is designed to provide access to van and taxi service with-
out impacting the service provided to ADA-eligible customers.

The Paratransit OPTIONS Program allows both ADA-
eligible customers and OPTIONS-eligible customers (Reduced
Fare Permit holders) to preschedule a trip on ACCESS vans
or to purchase up to six books of taxi scrip per month. Each
scrip coupon is worth $10 of metered taxi fare. Reservations
for van service may be made 1 to 7 days in advance of travel.
Hours for making reservations are 8:00 a.m. to 5:00 p.m.
weekdays. There are four travel zones for van service, and
travel must occur within the zone in which a resident lives.
Van service is operated between 5:00 a.m. and 10:00 p.m.
Monday through Friday.

Customers using taxi scrip make their own reservations.
Taxi scrip may be used for travel throughout King County 
24 hours per day, 7 days per week. The taxi driver must enter
all trips for which scrip is used on a scrip tally sheet, which
is submitted to the County for reimbursement at face value.
Tally sheets may be submitted no more frequently than once
per month, with no reimbursement provided for improperly
recorded trips.

Thirteen taxicab operators participate in the Paratransit
OPTIONS Program. These are Cascade Cabulance, Checker
Deluxe Cab, Farwest Taxi, Graytop of Seattle, Hawley’s
Northend Taxi, Karma Kab, Orange Cab, Pierce-King Cab-
ulance, Rainbow Taxi, Redtop Cab, Seattle-Tacoma Interna-
tional Taxicab Association (STITA), TLC Cabulance, and
Puget Sound Yellow Taxi. For the Home Free Guarantee
program, Metro contracts with five taxicab operators: Far-
west Taxi, Checker Deluxe Cab, Puget Sound Yellow Taxi,
Checker Cab Company, and STITA.

As King County Metro is part of the County government,
a County Council ordinance is necessary to enact a change in
the paratransit program. This control extends over service
policies and the fare structure. The County is considering
requiring accessible taxicabs to be part of the fleet. At the
time of the study, this regulation had not yet been imple-
mented. In addition, regulations requiring taxicab drivers to



undergo drug and alcohol testing had not been addressed in
the regulations. Because a customer has the ability to choose
a taxicab company, drug and alcohol testing are not required
by the U.S. DOT regulations.

Refer to Table 40 for a summary of operational data for the
Seattle case study site.

3.2.8 Wisconsin

Public Transportation Agency: State of
Wisconsin, 43 Local Governments

Private Contractors: River City Cab Company
(Wisconsin Rapids), Radio Cab of Marshfield Inc.
(Marshfield), Brown Cab Services (Fort Atkinson)

Wisconsin communities operating shared-ride taxi pro-
grams ranged in 1990 population from 2,680 (Neillsville) to
23,916 (West Bend), with an average population of 9,042 (U.S.
Census, 1990). Shared-ride taxicab programs are also operated
in three counties. The populations of these three counties
(excluding municipalities served with their own shared-ride
taxi programs) are 39,556 (Grant County), 59,798 (Ozaukee
County), and 71,412 (Washington County). The total popu-
lation of municipalities and counties operating a shared-ride
taxi program is 514,369 or approximately 11 percent of the
4,891,769 population of the state in 1990.

The percentage of Wisconsin residents over age 65 was
slightly greater than that of the national average (13.3 percent
versus 12.6 percent). The Wisconsin median household
income of $29,442 was nearly the national median household
income of $30,056. The percentage of persons in poverty was
significantly lower in Wisconsin than for the nation as a
whole (10.7 percent versus 13.1 percent). This percentage
holds true for all ages. On average, Wisconsin is more rural
than the United States, with 34.3 percent of residents living
in rural areas versus 24.8 percent nationally.

The State of Wisconsin shared-ride taxi program began with
one site, Ripon, in 1979. The program was funded entirely
through state funds in 1979 and 1980. There was a taxi oper-
ator in Ripon, but increased vehicle operation and insurance
costs made continued operation of that business difficult. The
taxi operator explained his needs to the city and noted that
75 to 80 percent of his passengers were elderly and without
other sources of transportation. To maintain transportation
service for these passengers, the city requested, and was

59

granted, operating assistance from the Wisconsin Department
of Transportation.

The shared-ride taxi program grew to include 43 sites in
1999. No model was used to develop the original program in
Ripon. However, Ripon and other early programs have been
used as models for subsequent programs started throughout
Wisconsin. The program is administered through the Division
of Transportation Investment and Planning, Bureau of Tran-
sit and Local Roads. Approximately four to five Wisconsin
DOT staff (the Section 5311 manager plus several other staff)
are involved in various aspects of administering and manag-
ing the program at the state level.

The State of Wisconsin uses shared-ride taxi services to
provide public transportation in small cities throughout the
state (a Wisconsin city may be as small as 2,500 in popula-
tion). The state subsidizes the difference between operating
revenues and operating costs (minus revenues from exclu-
sive ride taxi service and package delivery). The local munic-
ipality, the contractor, or a combination of both owns vehi-
cles. Drivers are typically employees of the contractor, who
is responsible for ensuring compliance with drug and alcohol
testing requirements.

Three of the 43 Wisconsin localities implementing this
taxicab service—Wisconsin Rapids, Marshfield, and Fort
Atkinson—are included in this study. Background informa-
tion on those three sites follows.

Wisconsin Rapids. The City of Wisconsin Rapids had a
1990 population of approximately 18,700. The city is located
in central Wisconsin on the Wisconsin River, and encom-
passes an area of approximately 35 square miles. The median
1989 household income in Wisconsin Rapids of $25,759 was
significantly less than the statewide median household income
of $29,442.

The shared-ride taxi program was started in Wisconsin
Rapids in 1981 at the request of a taxicab operator, Blue Line
Cab, to City officials. The program was in operation through
1982, but was discontinued during 1983 to 1984. During that
period the taxicab company operated without a subsidy for
approximately 1 year, then went out of business.

In 1985, the City operated its own vehicle, the “Shuttle
Bug” to provide transportation for residents who were
elderly and/or had disabilities. Donations were accepted,
with passengers asked to donate 50 cents per trip. At that
time, the City spent $30,000 to $35,000 annually for opera-
tion of the Monday through Friday service.

 ACCESS OPTIONS 
Passengers per Service Hour 1.43 N/A—non-dedicated 

service 
Average Weekday Ridership 2,900 500 
Average Operating Expense per Passenger $23.23 $11.80 
Subsidy per Passenger $22.75 $5.90 (50%) 

TABLE 40 1998 Seattle/King County, Washington, contracted services data



In 1987, the owner of Bob’s Cab Company, approached
the City and asked to participate in the state’s shared-ride taxi
program. Bob’s Cab Company operated the program until
1998, when the contract was awarded to River City Cab, the
current operator. All City-owned vehicles were transferred
from Bob’s Cab Company to River City Cab following the
change in contract operator. Many drivers also changed their
affiliation to the new company. Bob’s Cab Company is now
out of business. The former owner stated that there is not suf-
ficient business in Wisconsin Rapids to support two taxicab
companies.

Marshfield. The City of Marshfield, population of
approximately 19,300 (1990), is located in central Wiscon-
sin and encompasses approximately 35 square miles. The
median 1989 household income in Marshfield of $26,728
was less than the statewide median household income of
$29,442.

The Marshfield shared-ride taxi program was the third
shared-ride taxi program to operate in Wisconsin, starting
operations in 1983. A similar transportation service for resi-
dents who are elderly and/or have disabilities, the Little Red
Wagon, was started in 1981. Municipal, county, and state
sources funded this service. Transportation service was pro-
vided to residents over age 60. The service operated from
8:00 a.m. to 4:00 p.m. weekdays, and was available on an
advance reservation basis.
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In an effort to provide additional public transportation
options, the town’s mayor requested the state DOT to conduct
a study to establish a fixed-route transit system in the city.
That study was conducted but plans to start a fixed-route tran-
sit system were rejected by the city council. The mayor then
asked the local taxicab company to provide service through
the shared-ride program. Both the Little Red Wagon and the
shared-ride taxi service operated for 2 to 3 years. Only the
shared-ride taxi service has been operated since then.

Fort Atkinson. The shared-ride taxi program has been in
operation in Fort Atkinson since 1987. Transportation ser-
vice is presently provided through a contract with Brown Cab
Service, which also provides service in Jefferson, Lake Mills,
Watertown, and Waterloo in Jefferson County, and in five
other cities throughout the state (Whitewater, Medford,
Monroe, Sun Prairie, and Waupaca).

The City of Fort Atkinson had a 1990 population of approx-
imately 10,227. The city is in southeastern Wisconsin on the
Rock River and encompasses approximately 5 square miles.
The median 1989 household income in Fort Atkinson of
$28,892 was less than the statewide median household
income of $29,442. The percentage of persons in poverty was
lower than the average for Wisconsin (8.0 percent versus
10.7 percent).

Refer to Table 41 for a summary of operational data of the
Wisconsin case study sites.

 Wisconsin Rapids Marshfield Fort Atkinson 
Passengers per Service Hour (revenue) 2.2 3.4 3.7 
Average Weekday Ridership 184 235 157 
Average Operating Expense per Passenger $7.88 $4.30 $4.40 
Average Subsidy per Passenger* $5.04 $2.67 $2.95 

 
* Calculated from 1998 statistics—expense not covered under operating ratio multiplied by expense per passenger. 

TABLE 41 1998 Wisconsin contracted services data
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4.1 INTRODUCTION

This chapter examines highlights from the case studies by
functional area, defined to include

• Funding,
• Selection process,
• Contract terms,
• General administration,
• Public/private roles and responsibilities,
• Regulatory requirements, and
• Operations.

Each of these functional areas is discussed in Section 4.2.
Section 4.3 includes a review of lessons learned from the
case studies, including a discussion of the benefits and barri-
ers to an effective contractual relationship. Section 4.4 dis-
cusses the correlation between the case study findings and the
Phase 1 taxicab industry responses on the perceived benefits
and barriers of contracting with public transit agencies.

4.2 COMPARATIVE ANALYSIS BY
FUNCTIONAL AREA

4.2.1 Funding

Transportation programs using PHVs can be structured to
limit the financial cost to the customer, the sponsoring agency,
or both. A program design should reflect the financial goals of
the funding entity.

Operational costs of the DuPage County Subsidized Taxi
Program were funded through sponsor funds (typically at
either a 50 or 80 percent rate) and customer contributions.
The County has funded administrative costs, which totaled
$62,000 for the first year of operation.

In Houston, the MSP program subsidy (up to $8 per trip)
is funded from local sales tax revenues. The Seattle Metro
Paratransit OPTIONS program is funded 50 percent from
local funding, 50 percent from customer fares, and the sub-
sidy per customer is capped at $60 per month.

In Los Angeles, the subsidy for the ASI service is funded
primarily by tax revenues from the Los Angeles County Met-
ropolitan Transit Authority.

In Wisconsin, in FY 1998, state and federal funds covered
67.4 percent of the cost to operate each shared-ride taxicab

program. If a local program can raise the remaining 32.6 per-
cent of the cost through farebox revenues, no additional local
funding assistance is required. Those programs that do not
cover 32.6 percent of operating costs through farebox rev-
enues must use additional local funding to reach that amount.

FTA Section 5310 funds have been used to offset capital
costs of transportation programs at several sites, including Los
Angeles and some Wisconsin shared-ride taxi programs. How-
ever, as the rules for use of Section 5310 funds now allow pur-
chase of service as well as vehicles, the availability of this
funding source to pay for vehicle purchase costs is reduced. As
a result, transportation programs will need to develop addi-
tional capital funding sources. Those sources could include
funds from PHV operators or other local sources. Such local
funds would be used to match additional funds available from
other federal agencies. FTA Section 5311 funds were utilized
as a primary funding source by all the case study sites.

Comparing the subsidy structure of several case study sites
reveals an apparent correlation between subsidy limits and
the most frequent type of trip made by customers. In Hous-
ton and King counties, where the subsidy level is capped (by
the trip in Houston and by the month in King County), the
average trip length is generally short. Interviews with staff at
those sites indicated that customers are aware of the poten-
tial for unlimited out-of-pocket costs using local programs.
The opposite situation appears to be the case in Los Angeles,
where the customer contribution is capped at a maximum of
$4.00 per trip, and the subsidy is unlimited. The average
length of ASI trips has increased over time, which suggests
that customers are maximizing their financial contribution by
making longer trips than if the subsidy were capped.

4.2.2 Selection Process

All of the case study contracting agencies, with the excep-
tion of Seattle’s Paratransit OPTIONS program, secure con-
tractors through an open bid solicitation process and require
a written contract between the public agency and the PHV
operator(s). For example, in the Wisconsin programs, each
of the 40 municipalities and three counties operating a shared-
ride taxi program is responsible for conducting a competi-
tive bid process and developing the terms of their contracts.
The Wisconsin DOT provides RFQ and RFP templates to
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the municipalities operating shared-ride taxi programs for
their use, and provides language and standard contract clauses
as per federal contracting requirements for use in contracts
between municipalities and contractors.

Most sites establish eligibility criteria in the solicitation
that can serve to limit bid responses. For example, in Mont-
gomery County, only those PHV companies operating within
the County and meeting other requirements are eligible to
participate in the programs.

Many of the public agencies interviewed have established
long-term contractual relationships with specific PHV compa-
nies. For example, the AATA has primarily contracted with
only one PHV operator since it first began contracting for ser-
vice. Yellow Cab was awarded the Night Ride contract in
1984, has continued to win this bid, and is also the provider of
the other two major services.

Many agencies seek to contract with established PHV
operators who have a record of providing reliable service.
Los Angeles ASI seeks to contract with PHV operators who
are strong financially and have sufficient management staff
to ensure that reporting and training requirements will be
met. The size and financial strength of a potential PHV oper-
ator is also a consideration in Houston, because of the increased
insurance and training requirements the transit agency places
on PHV contractors.

Tri-Met focused on different criteria when selecting Sassy’s
Cab Co. to provide service for the Cedar Mill Taxi Shuttle.
Selection focused on the ability to provide excellent customer
service while maintaining flexibility to respond to changes in
the program as it developed. Assigning dedicated drivers to the
Cedar Mill Taxi Shuttle has contributed to the perception of a
high level of service quality for customers using the service.

4.2.3 Contract Terms

The terms of contracts vary and minimally include

• Contract period,
• Contract amount,
• Length of contract,
• Renewal options,
• Payment and billing processes,
• Insurance requirements,
• Maintenance of equipment,
• Service description,
• Trip reservations,
• Dispatching, and
• Service delivery expectations.

Some contracts have more stringent requirements such as:
drug testing, training, performance measures, and penalties
for not meeting performance standards.

A contract period typically varies from 1 to 5 years and
many have renewal options. The Ann Arbor Transit Author-
ity has established a 5-year contract with Yellow Cab. Price
is discussed annually and adjustments made if warranted.
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DuPage County has a 3-year contract with an option to renew
based on the success of the 3-year pilot project.

The Houston METROLift MSP contracts are awarded for
a 3-year period, with an option to extend the contract for an
additional 2 years. The MSP contracts include operation and
reporting requirements, reimbursement rates, and driver licens-
ing, appearance, and conduct requirements. Because customers
may choose their PHV operator, drug and alcohol testing is
not required by FTA requirements, and there are no local drug
and alcohol testing requirements.

The Los Angeles ASI contract is for a 3-year period. The
contract contains a high level of detail regarding administra-
tive responsibilities, training, supervision, vehicle mainte-
nance, trip reporting, call handling and customer service,
complaint resolution, drug and alcohol testing, and perfor-
mance standards. This is because of ASI having exclusive
contractors to provide service in each zone, the size of the
program, and ADA requirements.

PHV operators are secured for the three programs in Mont-
gomery County through an open bid process, and all con-
tracts must be rebid every 5 years. In the Wisconsin pro-
grams, contract terms are for an initial 1-year period with
annual options to renew for up to 4 additional years. Con-
tracts must be put out to bid at least once every 5 years.

Contracts with Wisconsin public transportation providers
typically specify hours/days of service, service area bound-
ary, number/types of vehicles to be operated, fares, reserva-
tions procedures, driver selection/training policies, vehicle
maintenance responsibilities, insurance requirements, records
to be maintained, reporting requirements, terms of payment,
complaint policy, and standard contract clauses. Requirements
include the following:

• At least two-thirds of service must be within the bound-
aries of the urban area.

• Transportation service must be open to the general
public—service provided exclusively for a particular
subgroup (e.g., those who are elderly or have disabili-
ties or school age children) is not eligible.

• Fares must be collected in accordance with established
tariff schedules.

One of the Wisconsin sites, Marshfield, exceeds the state
contract standards and includes these terms:

• A maximum 15-minute average wait for passenger
pickup; and

• Drivers are to assist in loading and unloading of pas-
sengers who are elderly or have disabilities, and in car-
rying their parcels or personal effects between the vehi-
cle and the entrance to the business or home.

In addition, the Marshfield taxicab contractor must provide
phone reservation service, including access to a TDD (Telecom-
munication Device for the Deaf) system. Request for service
may be made upon demand or up to 24 hours in advance of



travel time. The City provides 10 mobile radios for communi-
cations between vehicles and the dispatch center. The contrac-
tor is also responsible for maintaining daily driver’s and dis-
patcher’s logs and submitting monthly, quarterly, and annual
reports detailing the number of passenger trips, passenger rev-
enues, package delivery revenues, total miles operated, driver
pay hours, and detailed operating expenses. In addition, the
contractor must maintain records documenting the drug and
alcohol testing program, resolve all complaints within 5 days,
and notify the City of all complaints and their resolution.

Some of the case study public transit agencies (Ann Arbor,
Houston, Portland, and the Seattle Metro ACCESS programs)
contract for dedicated service. Dedicated service means that
the PHV operator operates trips only for the funding agency
during a specified time period. Drivers/vehicles providing ded-
icated service trips do not mix those trips in among other gen-
eral taxicab customer trips. Historically, most transit agencies
in the United States have used dedicated services to provide
their ADA-complementary paratransit service. Many transit
agencies have found operating only dedicated service to be
inefficient and have started to use PHVs to provide supple-
mental service to their dedicated service, as observed in Hous-
ton, Portland, and Seattle.

Los Angeles’ ASI program was developed as a nondedi-
cated service, but a dedicated component was recently added
to that program. Both traditional paratransit operators and
PHV operators operate this dedicated component.

4.2.4 General Administration

PHV contract services are administrated within various
departments of county and municipal governments. Five of the
eight sites are administered by the local public transit agency
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(Ann Arbor, Houston, Montgomery County, Portland, and
Seattle). The Los Angeles ASI program was established as an
independent, not-for-profit organization to allow it to contract
with the MTA as a broker, and to enable ASI to apply for grant
funds available only to not-for-profit organizations. ASI man-
ages the day-to-day operations, handles all contracts and doc-
umentation, and reports monthly to the Los Angeles MTA. The
Los Angeles MTA has representation on the ASI Board and is
the primary funding agency. An advantage of the nonprofit sta-
tus is that ASI is eligible for FTA Section 5310 funding for
capital equipment (vehicles) similar to government agencies.

In DuPage County, the DuPage County Department of
Human Services serves as the program administrator and trans-
portation broker. In the Wisconsin programs, the state has
some oversight but places the day-to-day administrative
responsibilities with the local site, which varies among the 43
sites as to which municipal department oversees the contract.

More detailed administrative costs were obtained from
some of the case studies (refer to Table 42). In Ann Arbor, the
total 1998 estimated administrative costs (mostly personnel)
to oversee contracted services were $119,000. With the total
contract award at approximately $1.9 million that year, admin-
istrative costs were at 6.3 percent of this total award.

In Montgomery County, eight County staff members admin-
ister three transportation programs. Staff positions include a
manager, a program specialist (supervisor), one coordinator
who schedules ADA paratransit trips, and five principal admin-
istrative aides. One administrative aide assigns Medicaid trips
to taxi companies. The Fiscal Year 2000 County budget
includes $313,053 for personnel expenses.

Administrative costs vary by site in Wisconsin. The munic-
ipalities do receive some financial assistance (management
fees) from the state to cover all general administrative and

Case Study
Site 

Contracted
Services (those 

where data 
available) 

Estimated 
Total Annual 

One-Way Trips 

Total 
Annual 

Contract 
Award 

Total Annual 
Administrative

Costs

% of 
Administrative
Cost to Overall 

Contract Award 
Ann Arbor, 
Michigan 

Night Ride 
Good As Gold  

A-Ride 
East Van 
Program 

270,000 $1.9 million  $119,000 6.3% 

Houston, Texas METROLIFT 
MSP only 

METROLIFT 
Scheduled 

Service 

238,500 
 

839,417 

$1,148,754 
 

$10,998,352 

$23,850 
 

$2,055,200 

2.1% 
 

19% (includes 
scheduling and 

dispatch) 
Montgomery 
County, 
Maryland 

 
ADA Paratransit 

 
172,000

 

 
$3,320,730 

 
$313,053 

 
9.4% 

Portland, Oregon Cedar Mill 
Community 

Shuttle 

26,000 (round-
trip, one way not 

available) 

$109,000 Equivalent to 0.25 
FTE for planning; 

0.10 for 
marketing 

N/A 

Seattle, 
Washington 

Access 837,738 $24,000,000 $1,363,674 5.7% 

 * Ann Arbor and Seattle figures are 1998 estimates. Houston, Montgomery County, and Portland provided 1999 figures.

TABLE 42 Annual administrative costs



managerial activities. The management fee policy for state
and federal operating assistance stipulates the following:

• The management fee constitutes a baseline 7 percent of
the negotiated net operating cost for all shared-ride taxi
systems contracted to private operators. Net operating
cost includes all allowable costs excluding the man-
agement fee, city administration costs, depreciation, and
return on investment.

• The management fee is available upon request of a
municipality/county.

• The management fee may be increased above the 7 per-
cent baseline in 1⁄2-percent increments to a maximum
additional 3 percent for transportation service contrac-
tors that achieve cost efficiencies.

In addition, to receive these funds the agencies must be in
full compliance with all state and federal program require-
ments and guidelines; submit accurate and timely local, state,
and federally required reports; and have accurate and timely
accounting and record-keeping procedures. Table 43 pro-
vides an overview of Wisconsin program costs.

Fiscal Year 1998 management fee information for the three
case study sites is shown in Table 44. This sliding scale is
intended to reward better-performing systems and to encour-
age programs to maximize productivity by increasing their
operating ratios.

4.2.5 Public Agency and PHV Responsibilities

Establishing clear roles and responsibilities is critical to
achieving an effective contractual relationship. As described
previously, at most of the case study sites, the designated
municipality or county department serves as contract man-
ager and general administrator.

Even in the case of the Wisconsin statewide program, the
state passes requirements and funding to the municipality,
which is then responsible for managing the PHV contract.

Some of the contract administrators have expanded roles.
For example, in DuPage County the DuPage County Depart-
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ment of Human Services, as a public entity, maintains total
control, serving as the contract administrator and also the
broker for the contracted service in its area.

Houston’s scheduled sedan service is provided by
METROLift, which schedules reservations and dispatches
and is based on contract service hours. Under the MSP pro-
gram, customers call the PHV operator directly, and the PHV
operator schedules and dispatches trips.

Requirements vary as to the party responsible for provid-
ing and maintaining equipment. For example, in the 43 Wis-
consin programs some contractors own the vehicles, others
are owned by a municipality (i.e., Wisconsin Rapids), and at
some programs, the municipality owns some vehicles and the
contractor owns others. In Montgomery County, the con-
tractors provide all the vehicles. If a contractor is required to
provide the vehicles, it may be under company/individual
ownership or be owned by one of the drivers affiliated with
the taxicab company. For example, in Montgomery County,
the company owns 360 of the 420 taxicabs operated by Bar-
wood, Inc., and drivers own the remaining taxicabs.

In Houston, all PHV-operated vehicles are provided and
maintained by the PHV operator. Both Yellow Cab and United
Cab Co. taxis are all company-owned. Typically, PHV oper-
ators providing nondedicated service provide their own
vehicles, as in Seattle, where there is a combination of com-
pany- and driver-owned vehicles operating in the Paratransit
OPTIONS program.

In Los Angeles, ASI provides accessible vehicles to the
PHV operators to enable provision of accessible service. The
PHV operators have indicated difficulty in hiring and keep-
ing drivers to operate dedicated service.

4.2.6 Regulatory Requirements

Most of the contracted PHV operators at the eight case
study sites are regulated to some extent through municipali-
ties or through a county. For example, Ann Arbor regulates
taxicab and other private for-hire vehicle operators through
a City ordinance, and the Authority “piggybacks” on this.
The ordinance sets minimum standards, and there is no cap

Revenue to Cost 
Ratio 

< 25% 25-
29.9%  

30-
34.9%  

35-
39.9%  

40-
44.9%  

45-
49.9%  

>50% 

Management Fee 
(percent of net 
operating expense) 

 
7.0 

 
7.5 

 
8.0 

 
8.5 

 
9.0 

 
9.5 

 
10.0 

TABLE 43 Wisconsin program costs

City Revenue-to-Cost Ratio Management Fee Percentage
Fort Atkinson 33.0% 8.0% 
Marshfield 38.0% 8.5% 
Wisconsin Rapids 36.1% 8.5% 

TABLE 44 Wisconsin management fee percentages



on entry. The ordinance requires an annual vehicle safety
inspection.

Local municipalities and townships drive taxicab regula-
tions in DuPage, Harris (Houston), and Los Angeles Coun-
ties. There are no countywide regulations in those counties.

In DuPage County, there has been no effort to date to stream-
line regulations across the county, primarily because munici-
palities have resisted losing control over the supply of taxicabs
in their communities. Also, the fees generated by licensing
taxicabs are a source of revenue for the various municipalities.

The City of Houston uses a process of determining Public
Convenience and Necessity (PC&N) to increase or decrease
the number of taxicab permits authorized. Houston had 2,086
taxicab permits (medallions), a number that has remained sta-
ble for a number of years. The annual licensing fee is $400. The
existing regulations do not require use of accessible vehicles.
There is no requirement for 24-hour-per-day, 7-day-per-week
service or voice dispatch capability. With these less stringent
standards agencies contracting with taxicab companies have
more of the burden of incorporating their own standards.

The City of Los Angeles uses a franchise form of control,
with incentives for operators to add accessible vehicles. Other
standards set by Los Angeles County municipalities vary from
controlled entry and high level of service (Beverly Hills) to
open entry and many independent operators (Santa Monica).

The City of Portland regulates entry to the taxicab business,
and there are 317 authorized taxicabs in operation. Regula-
tions require that a taxicab company have a minimum of 15
vehicles. Four taxicab companies now operate in the City—
Radio Cab (136 taxis), Broadway Cab (136 taxis), Portland
Cab (26 taxis), and New Rose City Cab (19 taxis). Several
taxi companies are based in surrounding cities/towns in which
there is significant demand. Taxicab regulations in the area
are municipally based. Sassy’s Cab Co. is not licensed to
operate within the City of Portland, but in an adjoining munic-
ipality. No separate licensing agreement is required for the
company to operate the Cedar Mill Taxi Shuttle, as that ser-
vice is contracted exclusively with Tri-Met and does not
involve picking up passengers outside of the service area.

The City of Seattle and King County have joint taxicab
regulation through interlocal agreements including recipro-
cal enforcement and licensing agreements. Approximately
90 percent of the licensed taxicabs in the County are also
licensed in the City of Seattle. Seattle recently implemented
a performance system based on response times. There are
currently 502 licenses issued of a total number capped at 561.

All taxicab companies in Wisconsin Rapids are required
to apply for a city taxicab license. The license period runs
from July 1 through June 30, and there is a $75 annual license
fee. Taxicab drivers must also procure a license at a cost of
$5 per year. The chief of police may inspect taxicabs and driv-
ers, and taxicabs are subject to a semi-annual inspection.

The Department of Public Works and Transportation (Divi-
sion of Transit Services, Taxicab Office) conducts taxicab
licensing in Montgomery County. The County ordinance con-
tains a maximum age/mileage (6 years/200,000 miles with a
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waiver for a 7th year for low-mileage vehicles) for vehicles,
and permit holders must carry stipulated levels of insurance,
pass two mechanical inspections per year, be clean, and in
good cosmetic condition. Taxicab drivers must also hold a
County license. To be licensed, drivers must pass a test, com-
plete both Maryland and Federal Bureau of Investigation
criminal background checks, and have good driving records.
Rates of fare are posted on the side window of all taxicabs,
and all trips must be paid according to the meter.

Taxicab regulations in the Portland metropolitan area are
municipally based. The contracted agency for the commuter
shuttle service, Sassy’s Cab Company, is not licensed to oper-
ate general cash service in Portland but can operate outside
of the Portland city limits. This PHV operator and Tri-Met
have an exclusive contract for the operator to provide the
commuter shuttle service only outside Portland city limits.
Because Sassy’s Cab Co. sometimes picks up customers
without a reservation, this resulted in increased scrutiny of the
company’s operations from other taxicab operators. Recently,
Sassy’s Cab Co. received authorization to provide taxicab ser-
vice within the City of Portland.

4.2.7 Operations

Findings from the case study sites involved the following
operations areas: fare media and payment, training, drug and
alcohol testing, and insurance. This section describes each of
these areas.

Fare Media and Payment

Table 45 summarizes the fare payment method and rates
at the various case study sites.

Fare media for the Houston METROLift Subsidy Program
is a combination of a cash fare of $1 and a voucher, which is
completed by the driver. The voucher may be used for up to
$8 of metered fare. Any metered charge above a $9 fare ($1
cash plus $8 voucher) plus any tips are the responsibility of
the customer.

The vouchers are distributed to drivers and represent no
cash value until the registration number generated by the reser-
vation is matched with the assigned voucher serial number for
processing. Because the potential for a higher cost is associ-
ated with this program, most customers use it for short trips.
Approximately 16,000 vouchers are distributed monthly, and
all are usually used.

In Los Angeles, the fare media for the ASI program is
either cash or ride coupons. Fares are based on zones and cost
between $1.50 and $4.00 per one-way trip. The fare structure
is more similar to typical fare systems with service zones
based on trip distance.

In Portland, the fare media for the Cedar Mill Taxi Shuttle is
the same as that used by Tri-Met. Customers can use tickets,
transfers, monthly passes, and other special passes; and in
addition seniors, those with disabilities, or student discounts



also apply with proper identification. The adult cash fare is
$1.10, a standard fare based on the Tri-Met zone structure. If a
customer is travelling beyond the Cedar Mill Taxi Shuttle ser-
vice area, an all-zone fare of $1.40 is required, and transfers are
provided.

In the Montgomery County Call ‘N Ride Program, low-
income persons with disabilities and seniors purchase a $50
monthly coupon book at discounts according to income. Each
coupon has a value of $1 and may be used in multiples or in
combination with cash to pay for taxicab trips.

Training

At several of the case studies the public agency provides lim-
ited training support. In 1995, the City of Seattle began offer-
ing driver training in cooperation with the local community
college. The training period was expanded in 1996 and now
consists of 16 hours of instruction. The Wisconsin Department
of Transportation has provided two recent training sessions for
shared-ride taxi program operators in order to familiarize them
with federal and state requirements. Shared-ride taxi program
operators are also encouraged to attend training provided at the
Wisconsin Rural and Paratransit Providers annual conference.
In addition, the state Rural Technical Assistance Program
(RTAP) covers 90 percent of the cost of defensive driving
courses. In Wisconsin Rapids, training is provided in various
areas. This training involves a minimum of 25 hours in a vehi-
cle with an experienced taxicab driver or a minimum of 40
hours in an accessible van. Drivers receive first aid and CPR
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training. In addition, there are quarterly safety meetings, which
are conducted in-house and may include outside speakers.
Approximately every 2 years, drivers undergo passenger assis-
tance and sensitivity training, typically through the University
of Wisconsin-Milwaukee, Center for Transportation Educa-
tion. Training costs are paid by the state.

No driver training is required by the Montgomery County,
Maryland, ordinance, but driver training is conducted by each
of the three taxicab companies that contract to provide the
transportation services. In Los Angeles, each operator must
provide training to meet standards by ASI, such as defensive
driving, passenger assistance, sensitivity, and use of MDTs.

Drug and Alcohol Testing

It can be argued that drug testing is not needed because
most of the contract PHV drivers at case study sites are not
employees. Drivers, for the most part, are independent con-
tractors. But, most of the public agencies in the study do
make this requirement, which is an additional expense and
activity for the PHV operator.

Federal regulations require contractors operating public
transit service where no consumer choice of transportation
provider is available to test drivers and others in safety-
sensitive positions for substance abuse. This requirement has
been demonstrated to improve the driving record of the PHV
drivers in Los Angeles, reducing insurance costs.

The Ann Arbor Transit Authority requires pre-employment,
random, and post-accident drug testing of drivers. Wisconsin

Case Study Site One-Way Trip
Rate 

Discounts Other Charges

DuPage County, Illinois 
Subsidized Taxi program 

Meter rate of $1.80 
drop, $1.50 per 

mile (contract rate) 

Coupons are purchased 
at a discount from the 

sponsor. 

Customers are 
responsible for charges 

over the value of the 
coupon(s) 

Houston, Texas 
METROLift MSP program 

$1.00 METROLift receives a 
4% discount on billing. 

Anything over $9.00 on 
the meter 

Los Angeles, California: 
Access Services program 

$1.50-$4.00 (zone) Monthly pass  $4.00 for 
those with disabilities 

None 

Montgomery County, 
Maryland Call N’ Ride 
program 

Meter drop charge 
of $1.70; 

$1.50 per mile 

Low-income, senior 
citizens and those who 

have disabilities 

$18/hour wait time fee 

Portland, Oregon 
Cedar Mill Shuttle 

$1.10 (within 
service area) 

$1.40 (transferring 
out of service area) 

Seniors, those who 
have disabilities, and 

students 

None 
 
 

Wisconsin 
(Fort Atkinson) 

$3.25 within City $1.75 for those who are 
elderly and have 

disabilities 

$1.25 per mile outside 
city 

Wisconsin 
(Marshfield) 

$2.60 within City $1.30 for those who are 
elderly and have 

disabilities 

$.60 for additional 
passengers 

Wisconsin 
(Wisconsin Rapids) 

$3.25 within City $.50 coupons for low-
income patrons and 

those who have 
disabilities 

$1.25 per mile outside 
city 

TABLE 45 Fare payment



shared-ride taxi program participants must conduct federally
mandated drug and alcohol testing of drivers and others in
safety-sensitive positions. Operators are responsible for con-
ducting the testing, however, municipalities, as recipients of
federal funding, are also responsible for ensuring compliance
with federal requirements. Montgomery County, Maryland,
does not currently require drug and alcohol testing of PHV
drivers, as it is the understanding of County staff that if clients
are given a choice of at least three public transportation pro-
viders, federal law does not require driver drug testing.

Houston/Harris County and Seattle/King County do not
require drug testing. Los Angeles does require drug testing
of Access drivers because customers do not choose who pro-
vides service to them. Portland Tri-Met does not require drug
testing, but, as company policy, the contractor drug tests
drivers because contract work is a major part of their business.
Tri-Met (Portland) requires the same standards of Sassy’s
Cab Co. for drug testing and insurance that would be required
of any other contractor performing service on their behalf.
Tri-Met was also willing to work with Sassy’s Cab Co. by
making available their third-party drug-testing program.

Insurance

Several of the case study public agencies require mini-
mum insurance amounts. For example, Montgomery County
requires contracting PHV operators to maintain liability insur-
ance in minimum amounts of $100,000; $300,000; and
$300,000.

Some require a high level of insurance. For example, Wis-
consin Rapids requires liability insurance in the amounts of
$250,000; $500,000; and $100,000; however, the current con-
tractor maintains a high insurance level in the amounts of
$1,000,000 per occurrence/$1,000,000 per occupant. Because
the contractor operates in the excess insurance market, payment
of the full premium is required at the outset of the premium
period, requiring the taxicab company to finance that expense.
Cities such as Tri-Met (Portland, Oregon) require insurance
coverage in the amount of $1 million. In Los Angeles, with
additional training and drug testing, they were able to negotiate
lower insurance costs for ASI drivers and saved $900,000 a
year even with $1,000,000 combined single coverage.

4.3 LESSONS LEARNED

Lessons learned encompass findings pertaining to benefits
from contracting with PHV operators and to recommended
changes to policies and procedures gained from the contract-
ing experience.

4.3.1 Benefits

Benefits that the case study sites have realized from con-
tracting with PHV operators include
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• Cost savings;
• Efficient means of meeting peak-period demand;
• Flexibility to incorporate changes into a beginning pro-

gram;
• Provision of transportation services to the general pub-

lic as well as subsidized transportation to residents who
are elderly or have disabilities by continued operation of
a privately operated taxicab company; and

• Additional annual versus seasonal business for PHV
operators.

Cost Savings

Several of the case study sites reported cost savings from
the use of PHV operators, primarily associated with the use
of nondedicated service, in which the contractor absorbs the
costs for deadhead travel time. This was the case in Los
Angeles, where the primary benefit cited by the public tran-
sit agency was reduced deadhead costs incurred in traveling
to the passenger and after the passenger is dropped off.

Several of the case study sites were able to quantify the cost
savings of using private operators. In Montgomery County, the
paratransit management staff estimate that use of all-taxicab
service saved approximately $900,000 per year. Houston
METRO and King County Transit reported achieving savings
of between 51 percent and 79 percent for every trip shifted
from their regular van-based ADA paratransit service.

The Ann Arbor Transit Authority reported that contracting
is an effective, cost-efficient alternative to provide certain
trip types. The taxicab infrastructure was already there and
did not require a capital investment on the part of the AATA.
The community as a whole benefits because with the con-
tracted service the private taxicab company is motivated to
provide quality service. The company is interested in the
long-term contractual relationship not just immediate profit.
From the perspective of the contractor, Yellow Cab, the con-
tractual relationships has provided a more secure, steady
stream of business and has allowed the owner to expand his
operations. The customer, travelling within the City limits,
reports that the services are very satisfactory and greatly en-
hance their mobility options.

Houston METROLift has developed a good working rela-
tionship with the PHV operators, which has allowed expan-
sion of the taxicab portion of the METROLift program. This
expansion has enabled provision of additional trips with sig-
nificant savings from using a dedicated service, resulting in
a service with one of the lowest average costs per trip in the
country. METROLift anticipates further expansion of the
PHV-operated portion of the program with the addition of
more accessible vehicles to the Yellow Cab fleet.

Similarly, King County Metro ACCESS Transportation
service program managers anticipate cost savings from the
addition of accessible vehicles to local PHV fleets. These
additional vehicles will enable PHV operators to meet more
of the local demand for accessible services.



Los Angeles ASI staff cited the ability to provide same-
day service to customers as having reduced the costs from
no-shows and refused trips. PHV-operated service has also
reduced deadhead costs, which are incorporated in dedicated
service operation, but are not paid in typical PHV-operated
services.

In Portland, Tri-Met was able to develop a community
circulator/shuttle service without the burden of expensive
fixed-route service. The result has been high quality service at
costs competitive with fixed-route service costs, yet incorpo-
rating significantly greater flexibility. Spokespersons from the
community and Tri-Met staff agreed that using taxicabs rather
than buses or minivans has helped this program to succeed.

Meeting Peak-Period Demand

Montgomery County staff reported that contracting has
been found to be an effective means of meeting peak periods
of demand, especially if the contracted service is provided at
the meter rate (as is the case with all three County-operated
programs). In addition, PHVs are viewed as an effective sup-
plement to, or backup service for, transit services when there
are breakdowns or accidents occurring with fixed-route
service.

Flexibility During Start-Up

The use of a PHV operator in DuPage County enabled the
County to try a new service for a relatively low start-up cost.
The PHV operator was also flexible about incorporating
changes and training programs into driver requirements. The
County would have been unable to start a service as quickly and
with as little initial capital cost without using a PHV operator.

General Public Transportation

At the Wisconsin sites, the primary benefit cited from
operation of the shared-ride taxicab program is that the pro-
gram has enabled continued provision of taxicab service to all
residents of the cities operating a shared-ride taxicab pro-
gram. Taxicab service is available at a higher, non-subsidized
rate for city residents who are not eligible for participation in
a shared-ride taxicab program. If funding assistance were not
available from participation in the shared-ride taxi program,
most of the taxicab companies likely would not be in opera-
tion, because there is not sufficient general public demand to
sustain operations.

Source of Annual Versus Seasonal Business

A benefit cited by a Montgomery County taxicab company
representative is that the County programs generate yearly,
as opposed to seasonal business, which helps to smooth out
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demand for services and allow maintaining a consistent level
of vehicles in operation. That representative also felt that the
Call ‘N Ride Program worked the best of the three programs
because of the lack of administrative burden and expense to
the taxicab companies.

4.3.2 Barriers

Barriers that the case study sites have realized from con-
tracting with PHV operators include

• Difficulty in meeting service demand,
• Difficulty in finding sufficient qualified drivers,
• Driver reluctance to operate accessible vehicles, and
• Lack of sufficient accessible vehicles.

Difficulty in Meeting Service Demand

In Wisconsin Rapids, Wisconsin, although the shared-ride
taxi program has enabled provision of a relatively large
amount of transportation service to clients of some human
service agencies, this program has also resulted in a reduced
amount of transportation service available to the general pub-
lic by that taxicab company. The taxicab company receives
30 to 40 time calls per day and has found it difficult to pro-
vide areawide general public trips with the current resources.

Qualified Drivers

Finding sufficient qualified drivers was a problem cited by
most of the PHV operators. In Wisconsin Rapids, the public
agency ascribed this to a general negative stereotype of the taxi-
cab driver job. Another barrier cited related to coordination.
There is an overlap between transportation providers for some
types of human service agency trips. The Wisconsin Rapids
taxicab operator cited a need for greater city involvement, par-
ticularly in policy decisions. For example, the operator wanted
some clearer definitions (i.e., a distinction between public and
specialized transportation), especially for accessible services.

Montgomery County staff reported that it can be difficult
to meet demand for transportation during late night, week-
end, and holiday periods, because many drivers (who are
independent contractors) choose not to work at those times.
This lack of control over drivers’ schedules is a result of the
general industry practice of using independent contractor
drivers who determine their own work schedules. In addition,
it is sometimes difficult to meet peak-period demand, because
of an insufficient number of qualified drivers being available
for hire in many places.

Los Angeles contractors have provided incentives to driv-
ers, to encourage them to provide less economically attrac-
tive trips, such as short trips, particularly in locations distant
from major business generators. Incentives have included



providing a driver with a $10 minimum payment for provid-
ing these short trips (that have a fare of substantially less than
$10), pairing an economically unattractive trip with a longer,
more financially rewarding trip, or providing the trip with a
dedicated driver.

Accessible Vehicles

There were two problems reported with regard to accessible
vehicles—driver reluctance to operate those vehicles (versus
sedans) and lack of a sufficient number of accessible vehicles.
Los Angeles experienced difficulty in getting drivers to enroll
in the certification-training program offered by the public
agency and to operate the lift-equipped vehicles. The biggest
hurdle cited to providing more ADA paratransit service with
taxicabs in King County was the lack of availability of acces-
sible vehicles. In Seattle, as in Houston, the transit agency has
already maximized its use of non-accessible taxicabs. The next
step will be the addition of accessible taxicabs to fleets, to
allow additional trips to be operated by the PHVs.

Other Concerns

Other concerns cited by Montgomery County staff included
a lack of control over driver training, which is provided by
the taxicab companies, and reluctance to conduct drug and
alcohol testing of drivers. County staff stated that so long as
passengers have a choice of transportation providers, drug
and alcohol testing is not required of drivers.

A Montgomery County taxicab representative stated that
having a third party (the County) book trips has resulted in
some confusion over addresses. The taxicab company typi-
cally requests more complete address information than that
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requested by County staff, and encounters less confusion in
this aspect of its regular business. That representative also
stated that greater efficiency would be realized if a larger per-
centage of Metro Access and Medicaid trips could be oper-
ated as shared-ride trips.

4.3.3 Correlation Between the PHV Study 
and Case Study Findings

In the Phase 1 national PHV survey, PHV operators were
asked to identify barriers to collaboration with transit providers.
The primary barriers, listed in order of decreasing frequency,
identified by the 677 total respondents are identified in the
left column of Table 46.

According to the respondents, public transportation pro-
viders are reluctant to allow the entrance of PHV operators
into services that transit operators have traditionally provided.
The current frustration of many of the PHV providers is that
public transit fares and services are currently supported by
subsidies that, if removed, would bring the sector to an even
playing field. Another major problem is the complexity of
governing regulations in relation to conflicting localities,
bureaucratic and political constraints, insurance require-
ments, and special programs. Along with image issues, this
problem has allowed public transit services to win bids and
contracts and, therefore, gain larger customer bases. The inter-
local agreements for taxicab regulation in effect in Seattle/
King County could serve as a model for streamlining
municipal ordinances within an urban region. Although
these problems present barriers to greater utilization of
PHVs by the public transportation industry, by defining
these problems it becomes easier to visualize and plan the
measures necessary to bring about better communication
and cooperation.

Barriers Cited by Survey Respondents Findings from Case Study Sites 

Cooperation—negative opinions of PHV operators 
held by public transportation providers and operators, 
public providers blocking access to service 
opportunities, public or agency meeting times not 
being disclosed/held during work hours, lack of 
access to planning efforts.

Not an issue—at case study sites. In Montgomery County,
and in Wisconsin, where PHVs are the sole public 
transportation provider.

Regulation—public agencies having different and  
sometimes conflicting regulations, difficulties in 
licensing procedures, unfair and inappropriate fare 
regulation, lack of centralized regulation agencies. 

Mixed findings: 
Confirmed—in Portland, Sassy’s Cab Co. was not 
authorized to provide any service within the City outside of 
the Cedar Mill area, and was forbidden to expand the shuttle
service into City Limits 
Not an issue—in DuPage County, Los Angeles, and Seattle
the pre-arranged trips provided by PHV operators under 
contract agreements differ from typical “hail” trips, and are 
not covered by local taxicab regulations. 

TABLE 46 Barriers to contracting

(continued )



Barriers Cited by Survey Respondents Findings from Case Study Sites 

Not an issue—Montgomery County stopped paying drivers
for no-shows for Medicaid program; also instituted a $2 per 
trip “Good Service Fee” to substitute for Medicaid patrons 
lack of tips. Portland’s Cedar Mill Shuttle experienced no 
complaints and has received numerous commendations for 
service quality. 

Other—ADA access, political constraints, pay rates, 
safety, performance bonds, crime, maintenance and 
depreciation costs, Medicaid compensation. 

Accessible vehicles were cited as an issue at many sites, 
including Los Angeles, where accessible vehicles are 
widely available. In Houston and Seattle, the transit 
authorities are seeking revised regulations to incorporate 
accessible vehicles in taxicab service.

Funding—government subsidies provide advantages 
to public systems by creating perceived costs below 
private services, funding resulting in better benefits 
for public transportation employees, funding directed
to irrelevant research of public transportation 
services. 

Not an issue—Montgomery County found that PHV 
operators could provide ADA paratransit service for 1/3 the 
cost of bus operations.  Houston and Seattle also reported 
cost savings from use of PHVs.  In most cases, labor unions 
affect the cost of providing traditional transit services to the 
extent that they are non-competitive. 

Bidding and contracting—preferences to public 
providers, unrealistic service expectations, contract 
disclosures, regulations causing changes in terms 
before contract expiration. 

Not an issue—in Ann Arbor, the taxicab operator obtains 
sufficient business through the Transit Authority because of
the long-term nature of the relationship and personnel 
continuity (contractor has dealt with same transit staff over 
the five-year contract period). 
Service quality expectations are an issue in all contracted 
services, however, with appropriate controls, the quality of 
service provided by a PHV is often quite good, as evidenced
in Seattle and Los Angeles. 
Related issue—loss of contract through re-bidding resulted 
in local PHV operator going out of business because of low 
level of demand for taxicab service in one Wisconsin city. 

Insurance—high liability limits for taxi services, 
premium differences between taxi and limousines, 
lack of collaboration between regulatory agencies 
and insurance companies. 

Mixed findings: 
Confirmed—Los Angeles started with very high insurance
costs, yet through enhanced training, drug testing and 
certification requirements, insurance costs were negotiated
down by about $1 million per year. 
Not an issue—at some sites (Fort Atkinson, WI) the PHV 
operator has procured higher liability limits than required.
Additional insurance requirements are typical in contract 
arrangements with transit agencies, however, the costs of 
these policies were not prohibitive to larger PHV operators 
in Houston or Los Angeles.  In Seattle, there is not an 
official contract, and as a result, no additional insurance 
requirement.  DuPage County did not require the level of 
coverage typical of transit agencies. 

Competition—dominance of large transit providers,
competition with rental car and hotel services. 

Not an issue—Montgomery County found PHVs to work
better in selected markets than regular bus service. 

Bureaucracy—amount of paperwork, “red tape.” Confirmed—excessive paperwork required to document 
trips was cited in DuPage County, Houston, and Los 
Angeles. At those sites, drivers must complete trip 
information for each trip provided in order to receive 
reimbursement. Los Angeles has largely automated this 
function through the use of computer scheduling and 
dispatching software, plus use of Mobile Data Terminals 
(MDTs) in vehicles. 

Operators—insufficient qualified drivers available. Confirmed—PHV industry use of independent contractor 
drivers results in insufficient drivers available during some 
peak demand periods—nights, weekends, and holidays 
(Ann Arbor, DuPage County, Los Angeles, and 
Montgomery County). 

Unions—local regulations supporting unionized 
drivers.

Confirmed—Portland contractor service area is limited to 
areas not served by fixed-route service operated by union 
drivers.
Not an issue—Montgomery County reassigned bus drivers 
displaced by PHV contracted service. 

Passenger—customers who use service and do not 
pay the fare, complaints of high fares, no-shows, 
cancellations, lengthy wait times at pick-up points. 

Confirmed—no-shows, late pickups cited as problems in 
DuPage and Montgomery Counties.  Service quality was 
cited as a problem in Los Angeles.  

TABLE 46 (Continued)
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5.1 CONCLUSIONS

With transportation program funding often limited, spon-
soring municipalities and transit agencies are faced with a
need to achieve cost efficiencies while meeting service stan-
dards established by local regulations and community expec-
tations. The critical objective is to minimize the cost per trip
while maintaining service quality. As a strategy to achieve
this objective, public transit agencies are increasingly con-
tracting with PHV operators, primarily taxicab companies, to
provide public transportation services.

The types of service provided and delivery mechanisms
vary. Taxicabs are the primary PHV type used in contracted
services. The majority of contracts with taxicab operators,
and to a limited extent with other PHV operators, are for the
provision of demand-responsive service, specifically for ADA-
complementary paratransit service. With the passage of the
Americans with Disabilities Act in 1990, public transit agen-
cies, particularly in urban areas where ADA service is most
concentrated, were faced with a new transportation chal-
lenge. Some took advantage of an existing resource, taxicab
companies, to provide all or portions of this service as the
most cost effective service delivery mechanism.

Some taxicab companies have responded to this new de-
mand by expanding from single-purpose and shared-ride
sedan service to lift-equipped van service that more fully
serves all components of the demand-responsive market.

Most of the PHV operators use independent contractors
instead of employees as drivers. This practice allows a PHV
operator significant flexibility in adding drivers quickly,
while limiting costs associated with employee drivers. This
can help to control contract costs for sponsors.

Various factors affect the effectiveness of the contractual
relationships between the transit agency and the PHV operator:

• The demographic characteristics of the service area;
• The composition of the transit and paratransit network;
• Paratransit eligibility criteria and the eligibility deter-

mination process;
• The degree to which various functions of the paratransit

system are performed by the transit agency and by the
contractor;

• The extent to which the various functions of the para-
transit system are centralized or decentralized;

• The regulations governing the PHV industry;
• The number of PHV carriers in operation; and
• The existence and political influence of a transit union.

The primary reported benefit of contracting with PHV
operators is to reduce costs. Contracting can be a very cost-
effective alternative for providing certain trip types. Through
contracting, a transit agency may reduce expenses by elimi-
nating expansion of a more costly fixed-route service route
(i.e., the Cedar Mill Taxi Shuttle in Portland, Oregon) or
shortening fixed-route segments in a low-density ridership
area. Several of the contracting agencies interviewed said
they were able to quantify the cost savings of contracting
service segments. Houston METRO and King County Metro
(Seattle) have achieved savings of between 51 percent and 
79 percent for every trip shifted from their regular van-based
ADA paratransit services to taxicabs. Montgomery County
paratransit management estimates that the change to all-
taxicab services from a mixture of bus and taxicab service
saved approximately $900,000 per year. Ann Arbor has iden-
tified costs savings but did not provide figures. In most pro-
grams, these “savings” are put toward additional service,
thereby enhancing the mobility of all customers.

Some disadvantages of contracting with PHV operators
include a greater potential for fraud if oversight is insuffi-
cient, higher insurance requirements for taxicab operators
than required for noncontract services, drug and alcohol train-
ing expenses, and the need to increase driver training beyond
that typically required of PHV drivers.

In areas where there are stricter municipal or county regu-
lations over PHVs, the public contracting agency benefits. In
DuPage County, Houston, and Los Angeles County, local
municipalities drive taxicab regulations and there is no coun-
tywide regulation. In those locations, the transit agency or
other program sponsor needs to make up for this through stricter
contract requirements to exercise uniform control over areas
with lax regulations.

5.2 TRANSFERABILITY

The case studies have offered insights into transit agency
and PHV partnering. One purpose of this study was to identify
how the case study practices can be applied in other locations.

CHAPTER 5

CONCLUSIONS AND TRANSFERABILITY



This section describes conditions for success and transferable
aspects of each of the case study site programs.

5.2.1 Ann Arbor, Michigan

Ann Arbor provides an excellent example of the range of
demand-responsive services that can be provided by a private
contractor in a medium-size, densely populated city. Locali-
ties that have a large elderly population would be especially
interested in the Good as Gold service, which was praised by
elderly residents who participated in a focus group. Ann Arbor
also provides an example of the benefits to be realized from
a long-term partnership between a transit agency and a PHV
operator.

5.2.2 DuPage County, Illinois

The DuPage County Subsidized Taxi Program would
work well in other communities where there is a transporta-
tion need not being met by the existing transit service net-
work. User-side subsidy programs are not uncommon; how-
ever, the flexibility for sponsors to control their financial
exposure by purchasing the fare media in advance is very
helpful for starting a program. A more mature user-side sub-
sidy program could be more streamlined, with uniform sub-
sidy rates and rules, similar to King County’s Paratransit
OPTIONS Program. An additional benefit of having the ser-
vice available in an area with inconsistent taxicab regulations
is having one taxicab operator in the area who is familiar with
people with disabilities and has accessible vehicles without
the regulations requiring them. As customers have become
aware of the accessible vehicle, its usage both in the pro-
gram, and in addition to the program has been increasing
rapidly. In the case of DuPage County, it is unlikely that the
taxicab regulations will be streamlined or upgraded through-
out the County in the near future.

5.2.3 Houston, Texas

The METROLift MSP program is a good example of a
fairly direct approach to providing a user-side subsidy pro-
gram with control on the potential financial exposure while
maximizing availability of service. The MSP program requires
a rigorous contracting effort, particularly to protect the tran-
sit system’s interests in an environment with weak regula-
tions. For instance, to ensure availability of efficient dis-
patching capability, METROLift works with larger operators
and encourages upgrading dispatch technology. METROLift
exerts a strong level of control, particularly in the Scheduled
Sedan service contract, yet provides support through dis-
patching and implementation of digital dispatch and auto-
matic vehicle location technology to assist drivers in provid-
ing quality service.
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5.2.4 Los Angeles, California

The Access program is a good example of a large system
contracting almost completely with PHVs, and the outcomes
that result from this approach. Although all public transit
agencies now have ADA paratransit programs in place, and
most use traditional paratransit providers to do most of the
work, the Los Angeles approach serves as a reminder that the
best service delivery structure for the cost is probably a com-
bination of traditional paratransit service and PHV-provided
service. In fact, ASI’s new approach to providing routine
subscription trips through a more traditional provider, leav-
ing the PHVs to provide the service they are best suited for
reflects this philosophy.

Another lesson from Los Angeles is that there are mea-
surable gains to be derived by working on the training, drug
testing, and insurance issues with the PHV providers in the
area. The regulatory environment does not necessarily play a
role in cities where pre-arranged service for hire is not regu-
lated. However, if vehicles must be used exclusively for pro-
vision of paratransit service, even when operated by PHVs,
the cost will be more similar to that for dedicated service.

5.2.5 Montgomery County, Maryland

The Montgomery County experience with contracting for
ADA paratransit transportation services demonstrates that
cost savings can be realized from contracting with PHV oper-
ators. The Call ‘N Ride Program is a user-side subsidy pro-
gram with demonstrated success, as reported by both County
staff and a PHV operator. These programs, plus the County
Medicaid program, operate according to the meter fare,
which has resulted in greater driver acceptance of these trips
and facilitated blending contracted trips into the taxicab com-
panies’ general schedule. Montgomery County is fortunate to
have PHV operators who have installed advanced technolo-
gies such as computerized dispatch and scheduling, which
has reduced the scheduling burden on County staff. How-
ever, in Montgomery County, as in many other locations,
there have not been sufficient drivers available during peri-
ods of peak demand, as well as during nights, weekends, and
holidays.

5.2.6 Portland, Oregon

Using taxicabs for feeder service to fixed-route transit is a
viable alternative to expanding the fixed-route transit system
into areas where it is not generating sufficient ridership to
justify the investment. Nearly every urban area that has expe-
rienced growth could pursue such a program provided there
are PHV operators available that are willing to work cre-
atively to develop the program. The Cedar Mill Taxi Shuttle
works because the operators are dedicated to providing good
service, they are invested in its success, and there is strong



community support. Other important considerations in whether
this service will work elsewhere are

• Is the PHV service adding to fixed-route service or replac-
ing fixed-route service?

• What is the level (and type) of fixed-route service that
the PHV service feeds?

• Is there support in the community for this type of service?
• What is the service area, and can it be effectively served

with a small number of vehicles?
• What is the availability of taxicab operators in the area

for this type of service?
• How do the existing taxicab regulations impact the

service?
• How cooperative are the transit agency and taxicab

operators in addressing transit requirements, such as
insurance requirements and drug testing?

The responses to these questions may indicate whether or
not using PHVs to provide feeder service to fixed-route tran-
sit would work in other areas.

5.2.7 Seattle/King County

King County’s program for the Paratransit OPTIONS
Program is a good example of a user-side subsidy program
in an environment where taxicab regulations are progressive
and performance-based. This results in better quality service
for the contracting agency, with less need for control over
the performance of the taxicab operator (and less cost to
the transit agency). Other cities with solid, performance-
based taxicab ordinances and effective enforcement agree-
ments may be able to use this model for developing contract
arrangements.

In addition, the Home Free Guarantee program is designed
to minimize excessive use of the benefit of having a free ride
home in case of emergencies, while continuing to make the
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program available to a wide variety of vanpool participants.
This program is also a good example for other cities looking
to develop a guaranteed ride home feature as part of a ride-
sharing program. The funding participation on the part of the
employers is of particular interest.

5.2.8 Wisconsin

The Wisconsin shared-ride taxicab program offers a model
of decentralized provision of human service and general pub-
lic transportation that could be applied with relative ease to
other rural areas. The state oversees allocations of federal
and state funds to local municipalities, who contract with
local PHV operators to provide service. State policies and
procedures are relatively simple and straightforward, and
allow latitude for local variation in details of service provi-
sion, service standards, and regulation. State audits of the
local programs have helped to ensure compliance with fund-
ing requirements. Program administration requires approxi-
mately three to four full-time-equivalent staff positions. Use
of a progressive management fee to reward efficient opera-
tors is an idea worth consideration by others.

Local flexibility has allowed PHV operators to use employee
or independent contractor drivers, and has resulted in a com-
bination of vehicle ownership between municipalities and
PHV operators. Use of state-allocated funds to cover a por-
tion of the annual operating cost (67.4 percent in FY 1998)
has allowed those municipalities, in which the remainder of
the operating cost is paid through farebox revenues, to oper-
ate a shared-ride taxicab program without the need for local
funds. In those municipalities in which the farebox does not
cover the remainder of the operating costs, local funding is
required to pay the difference.

One potential disadvantage from the relatively high level
of local flexibility is that the quality of service and of vehi-
cles may vary from site to site; however, residents reported a
high level of satisfaction with their local programs.
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This study adds important information to two interrelated
and overlapping bodies of literature. One is the study of para-
transit modes, herein expanded to include a broader range of
services called private-for-hire vehicles. The study reports on
a significant new national study of the PHV industry and
updates prior studies of the taxicab industry.

It also contributes to a second body of literature, the transit-
contracting literature. By reporting on eight case studies of
transit /PHV contracting, the study adds information to an
already robust field of research. Much of this second body of
research focuses on the cost savings—or lack of savings—
resulting from contracting out transit services. This study
does not estimate service costs and, hence, does not estimate
cost savings. It does, however, resemble many previous stud-
ies in this literature in that it is another cross-sectional analy-
sis that does not consider long-term changes associated with
contracting. The combined set of questions arising from cross-
sectional studies and a focus on alleged cost savings has
prompted Congress to commission a study of this literature
to assess whether there are cost savings. TRB is conducting
this study.

Given these two bodies of literature and the knowledge
added to them by this study, several needs for additional
research can be identified.

1. Update PHV Study
The national PHV survey conducted as part of this study

is the fifth such national survey. Although the scope of these
surveys has expanded over the decades from just taxicabs,
the surveys represent a longitudinal analysis of how the para-
transit industry is changing over time. The data collected
herein are for 1999, nearly 2 years ago. In about 3 more years
another national survey should be done to continue this lon-
gitudinal analysis.

2. Conduct Longitudinal Case Studies of Contracting
Experiences

These eight case studies documented herein and the vast
majority of the transit-contracting literature focus on exam-
ining one or more sites at a point in time rather than over a
period of time. Yet, many of the hypothesized effects of con-
tracting likely occur over a longer period of time. Therefore,

it is essential to base conclusions on what these temporal
changes might be. For example, costs savings may be evident
in the initial years of a contract yet disappear in later years.
Also, it is not clear what effects industry consolidation has
on contracting over several years. The research team recom-
mends that the eight cases studied here be revisited in the
future to understand the temporal changes better.

3. Develop Minimum Contracting Provisions
It is clear from this analysis that city after city struggles

with the mechanics of contracting with PHV operators. Al-
though a transit operator and a PHV company may quickly
agree on the concept of contracting, difficulty may arise when
contracting language is drafted. Items such as liability insur-
ance limits, reporting, and promptness of payment can be-
come major disagreements and may lead to inflated con-
tracting costs. So the question arises: What should be in a
transit service contract? A study of specific contract provi-
sions, such as insurance limits, would provide would-be con-
tracting parties with best practices information on how to
write a contract that meets the agency’s goals without adding
unnecessary requirements to the PHV operator.

4. Develop “Best Practices” Manual
As with the previous item, there is much variation in the

practices used by transit operators in contracting with PHV
operators. For example, some agencies require frequent rebid-
ding of contracts; others do not. Some prepare extensive
RFPs; others do not. As in the previous section, the industry
would benefit from a clear set of analyses and recommenda-
tions concerning how best to conduct these procedural ele-
ments of contracting.

5. Synthesis of PHV Regulations
The results of the national PHV survey clearly show that

the PHV industry is diverse. In fact, many PHV operators
operate more than one service. For example, taxicab compa-
nies often also operate black cars and/or vans. Cities often
struggle with how to regulate traditional taxicab services,
much less taxicab operators who operate more than taxicabs.
Cities—and other governmental entities—would benefit from
a careful synthesis of best practices in PHV regulation.

CHAPTER 6
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APPENDIX A

CASE STUDY SITE CONTACTS

Ann Arbor, Michigan
Christopher White
Manager of Service Development
Ann Arbor Transit Authority

William Berger, Owner
Ann Arbor Paratransit, Inc., Yellow Cab

DuPage County, Illinois
DuPage County, DuPage Inter-Agency Paratransit

Coordinating Council (IAPCC)
Pilot II Subsidized Taxi Program
Mary Keating
Director of Research and Operations
DuPage County Department of Human Services

Houston, Texas
Harris County Metropolitan Transit Authority
METROLift
James Laughlin

Los Angeles, California
Access Services, Inc., broker to the Los Angeles

Metropolitan Transit Authority
Richard DeRock
Executive Director

Montgomery County, Maryland
Kathleen Delaney, Program Manager for Paratransit
Montgomery County Department of Public Works 

and Transportation

Lee Barnes, President
Barwood, Inc.

Mike Healy, Manager
Regency Cab Co.

Portland, Oregon
Tri-Met Planning
Patty Fink
Francis Wambalaba

Seattle, Washington
King County Metro Transit Division
Department of Transportation
Accessible Services
Park Woodworth
Nancy Poultney

State of Wisconsin
State Program:
Wisconsin Department of Transportation
Bureau of Transit and Local Roads
Donald M. Chatfield, Section 5311 Manager

Wisconsin Rapids:
Vernon Borth, City Clerk
City of Wisconsin Rapids

Marilee Evenson
River City Cab Co.

Marshfield:
Mike Brehm, City Administrator
City of Marshfield

Tim Haley
Radio Cab of Marshfield, Inc.

Fort Atkinson:
John Wilmet, City Manager
City of Fort Atkinson

Pat McGinty
Brown Cab Service
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APPENDIX B

CASE STUDY SITE INTERVIEW GUIDE

Transit Cooperative Research Program

TCRP Project B-16

DATA Collection Needs for Case Studies
In order to complete the data collection phase of the case studies for this project, the following are the data items we would like
to collect. This information will allow the project team to compare and contrast the types of contracting arrangements between
transit agencies and private for-hire (PHV) transportation providers, such as taxicabs and chair-car and shuttle services.

The goal in gathering this data is to determine which kinds of contracts with private for-hire operators work best, and what
has been learned during the contracting experience. Your assistance with this project is greatly appreciated.

If you have any questions please contact ______________ at ___-___-____.

TRANSIT SYSTEM or OTHER PUBLIC AGENCY CONTACT:
A. Contact name: ____________________________________________________________________________________
B. Agency/company: _________________________________________________________________________________
C. Title: ___________________________________________________________________________________________
D. Phone: __________________________________________________________________________________________
E. Fax: ____________________________________________________________________________________________
F. E-mail: __________________________________________________________________________________________
G. Address: ________________________________________________________________________________________

PHV OPERATOR CONTACT:
A. Contact name: ____________________________________________________________________________________
B. Agency/company: _________________________________________________________________________________
C. Title: ___________________________________________________________________________________________
D. Phone: __________________________________________________________________________________________
E. Fax: ____________________________________________________________________________________________
F. E-mail: __________________________________________________________________________________________
G. Address: ________________________________________________________________________________________

Basic transit system information:
A. Service area (square miles):

B. Service area population (1998 estimate):

C. Service setting (please check all that apply):
Urban Small Urban Suburban Rural

D. Organizational structure (please check all that apply):
Municipal System County System Multi-County System
Transit Authority



E. Does your service cover:
Single Municipality Multi-County System
Single County or More than One Municipality within a County

F. Are you an FTA fund recipient? Yes No
G. Demographic information (as available):

_____ % Unemployment
_____ % Residents below poverty level
_____ % Residents over age 65

H. Who regulates the PHV (taxicab) industry in your area?
State City Other (describe) _________________________________________________________

________________________________________________________________________________________________

I. What is the regulatory method used to limit entry into the PHV industry?
Medallions Public Convenience & Necessity
Franchise Minimum Standards Open Entry

J. Drivers: _____ Number of full-time _____ Number of part-time

K. Are drivers ___ employees or ___ independent contractors?

L. Who owns vehicles?

M. Who maintains vehicles? Is maintenance provided in-house or through contract?

N. List staff positions:
________________________________________________________________________________________________
________________________________________________________________________________________________
________________________________________________________________________________________________

Data pertaining to the contracted type of service, and the Private For-Hire contractor:

A. Contracted Service type:
Fixed-Route ADA-complementary Paratransit Human Service
ADA and Human Service Transportation Guaranteed Ride Home

Other: _________________________________

B. Passenger types on service that is contracted:
Head Start Elderly
Other Children Transportation Disabled
General Public

Other: _______________________________________________________

C. Please provide annual operating data for the type of service contracted, and the PHV portion of that service. For example,
if you use taxis in paratransit, please provide data on the paratransit service as a whole, and the taxi service portion. Please
state FY of data: _______
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D. How many one-way passenger trips do you provide per weekday in the following service types?
Total Contracted

Fixed Route _________ _________
ADA _________ _________
Rural Human Service _________ _________
Other _________ _________

E. Administrative costs for service type?

F. What is the administrative cost associated with the PHV contract?

G. What are the operating costs for operating service type?

H. What are the operating costs for operating the PHV contract?

I. Who handles reservations and scheduling of trips?

J. Who handles reservations and scheduling for PHV trips?

K. Service area for type of service contracted?

L. Service area for PHV service?

M. Vehicle hours for type of service contracted?

N. Vehicle hours for PHV service?

O. Vehicle miles for type of service contracted?

P. Vehicle miles for PHV service?

Q. Accident or incident rate of service contracted?

R. Accident or incident rate of PHV service?

S. Average distance of type of service contracted trip?

T. Average distance of PHV trip?

B-3



U. Average cost of type of service contracted trip?

V. Average cost of PHV trip?

W. Fare and fare payment method for type of service contracted?

X. Fare and fare payment method for PHV service?

Y. What payment method is used between the transit agency and the PHV?

Some of the questions we will ask during the site visit:

What billing process and auditing measures are used?

Has drug testing of drivers and/or dispatchers been addressed, and if so, how?

What level of training is required for providing contract service?

Has insurance coverage been a factor, and if so, how has it been addressed?

What is the length of contract and what are the terms and conditions?

What are the benefits that you have seen in contracting with a private for-hire operator?

What have been some of the barriers in working with PHV operators?

What are some suggestions for improvements in the contractual relationship?

How do customer comments and complaints differ between PHV service and other service?

Does the PHV contractor participate in consumer advisory meetings or board meetings?

Thank you so much for your interest.
The results of the TCRP B-16 project: “The Role of Private-for-Hire Vehicle Industry in Public Transit” will be published
upon completion and approval by the panel. Your contribution is a significant component in the ability to evaluate different
contracting approaches to providing public transportation.

If you have any questions, please call _________________ at the Institute for Transportation Research and Education (ITRE)
at ___-___-____ or e-mail __________________________________________________________________________.
_____________________________________________________________________
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APPENDIX C

DEFINITIONS

ADA Service—same as Paratransit Service except that it
operates under authority of the transit operator.

Paratransit Service—a broad assortment of services
that typically require advance requests and provide curb-
to-curb service in vans or sedans. Some paratransit ser-
vices are operated as general public dial-a-ride service and
many others are operated to serve persons with disabili-
ties, seniors, low-income persons, and clients of social service
agencies.

Private-for-hire Vehicle—any vehicle operated by a pri-
vate, for-profit company and included in any of the following
definitions:

Ambulette—a vehicle used for nonemergency medical
transportation.

Black Car or Premium Sedan or Executive Sedan—a
premium sedan providing prearranged, on-demand service
and usually paid for by corporate vouchers.

Car Service—identical to Livery.
Jitney—a vehicle operating on a fixed-route, nonsched-

uled basis.
Limousine—a luxury vehicle providing prearranged ser-

vice to a party of one or more persons.
Livery—a taxi-like service operated on a prearranged basis.
Shuttle—a vehicle—usually a van—providing service to

and from a fixed location, such as an airport, a shopping cen-
ter, or a transit terminal.

Taxicab—a vehicle providing point-to-point, on-demand,
passenger service.
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