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REASON FOR SUPPLEMENTAL 

Tlie Taxi Cab Selvice Model Status Report scheduled for the Julie 4, 2007 Trailsportation and 
Enviroiunent Committee ixieeting was defei-red to tlie October 1, 2007 meeting. This 
supplei~ieiitalmeiiioraiiduiii provides updated info~~l~ation and a respol-~se to several questioils 
raised by a representative of some taxicab drivers. 

RECOMMENDATION 

Accept tlie Taxicab Selvice Model Status Report and tlie associated recom11lei1datioiis regarding 
Taxi Sail Jose dispatch ol?erations, taxicab company Airport penliit reallocations, leasability, 
transferability and Citywide driver and vellicle caps. 

BACKGROUND 

On September 7, 2005, the new Taxicab Service Model was initiated and Taxi Sail Jose (TSJ) 
begail providing On-Demand Gro~uld Trallsportatioil Dispatch Services at Milleta Sail Jose 
Intel-national Aii-po1-t (Ail-po1-t) to all 14 Sari Jose taxicab compa~iies and tlie i~idividual drivers 
wit11 Ail-part-issued peni~its affiliated with those compai~ies. Various other service model 
elements, iilcludi~ig custoiiler service traiiliizg for drivers, were also initiated. l.11September 
2007, tlie Taxicab Seivice Model passed its initial two-year operating period proll~pting a11 
evaluation and update to the Model. 

011June 4, 2007, City staff was prepared to provide tlie Trai~sportatioii and Ellviroivneilt (T&E) 
Committee, with ail update regarding the Taxicab Service Model. At that time, staff intended to 
offer a follow-up repoll: to the Coirirnittee regarding the Taxicab Service Model and tlie issues of 
Driver Testing, L,easal>ility, Trailsferal~ility and DriverIVel~icle Caps as discussed as part of the 
Taxi Advisory Teain (TAT) worl~pla~~.  I11 addition, staff was also prepared to address the status of 
the Oil-Denland Dispatch Service at the Ail-port, i~lcludiilg recollirileiidatiolis for on-going 
operatiolis of the Taxicab Seivice Model. However, several colicellls were raised by sollie taxicab 
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drivers thougli a representative aizd the Committee cliose to defer the report and requested staff to 
respond to the concerns. This supplemental menzorandurn responds to that Committee request. 

ANALYSIS 

Taxicab Service Model Goals and Performance 

The Taxicab Seivice Model has beell in operation for two years aizd by all accounts lzas been 
effective in moving towards tlie four stated goals of tlie service model. Tlze goals were to: 

1. Enhance Access to the Airport and Improve Selvice to tlze City 
2. Iiizprove Service to tlze Customer 
3. Balance tlze Equity aizd Colitrol witliili the Taxicab Industry (between driver aizd owners) 
4. Maintain ail Effective and Efficient City Regulatory and Oversiglit System 

1. Enhance Access to the Airport and Service to the City 

Prior to c~urent selvice model only two cornpallies were authorized to serve Airport on-demand 
taxicab trips. Today 14 companies lzave Airpoi-t access and serve on-deinand taxicab trips. All 
Ail-poi-t pelinitted drivers are required to spend every otller day selvilig tlze rest of the City as part 
of their service obligatio~i to retain altenzate day access to the Ail-poi-t. 

Selvice to the rest of tlie City, Downtown, neiglzborl~oods, and outreaclz clients appears to be on 
the rise. Amz~~al off Ai1-pol-t trip estiinates developed during the Taxicab Seivice Model Study 
identified an estimate of 530,000 aiinual trips based upon available dispatch logs and 
computerized systems, estii~iated walk up business at lzotels and taxicab stands, and otller types 
of trip activity like driver personal calls. The study also identified that personal taxicab calls 
could be significantly higher tlzaiz repol-ted. Based upon that infonzzation it is reasonable to 
assume that aivzual trip activity in 2004 was in the 530,000 to 600,000 range. For tlze year 
ellding June 2007, the 14 Sail Jose taxicab colnpanies repoi-ted 808,202 non-Airport trips, an 
approxiinate 35%+ increase over 2004. Staffs conclwion is that off-Airpoi-t trips have increased 
significantly since 2004 for several reasons. First, Aii-port drivers are required to altenzate tlieir 
days serving the Ai1-pol-t aizd tlie rest of tlze City, and as a result sewice to tlie Downtown, to 
outreach clients, coverage of dispatch calls, and worlc with personal clients has been on the rise. 
Second, comnpanies are required, and liave an incentive, to report off Aii-poi-t trip activity as tlie 
data folins the basis of tlze reallocation of tlze 105 coinpaliy Airport access pennits. 

In tlie same year, Taxi Sail Jose dispatched 387,362 taxicah trips and 20,122 door-to-door slzuttle 
trips cai-rying passengers ftonz tlze Airport. These two industries lzave accornlnodated over 
567,460 passengers aizd assisted then1 in reaching their clzosen destinations in Saiz Jose or otlzer 
locations around tlze Bay Area. Additionally, Coinpldessed Natural Gas (CNG) or hybrid vehicles 
recorded 144,497 taxicab trips or 37.3% of tlie total taxicab trips from tlze Airport. The 122 
Inore eizviroilrnentally friendly velzicles coliducted over 42% of tlie Ail-port trips in July 2007. 
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2. 	 Improve Service to the Customer 

111 August 2007, Aii-poi-t staff developed aiid distributed 2,000 surveys to passengers using 
taxicab seivices froin the Aii-poi-t. Tlie survey addressed the followi~ig iipoi-taiit seivice areas: 

0 Driver Coui-tesy and Professionalism 
e 	 Taxicab aiid Aii-poi-t Sliuttle Respo~isiveiiess 
 

Veliicle Co~iditioii 
 
Trip Tiirieliiiess 
 

0 	 Custoiiier Wait Tiines 

This suivey of passengers shows that service levels provided by TSJ staff and tlie drivers froiii 
tlie taxi and shuttle industries have improved. Wliile the sinall size of respoiideiits limits tlie 
coi~iplete reliability of tlie data, positive responses fi-om tlie 70 respondents relating to courtesy, 
professionalism, assistance with luggage aiid all-iving at their destination in a tiniely lizaiiiier 
reiiiforced the iinpressioiis of iiilproved perforiliance by tlie taxi and sli~~ttle industries' drivers. 
Most iinpressive was tlie alniost 96% of customers rating taxicab drivers as co~u-teous aiid almost 
92% rating tlie vellicles clean. 

The suiveys reflected a coiltiiiued opportunity to improve in tlie areas of custonier waits for taxis. 
Taxi Sail Jose, tlie drivers and staff have concentrated on this issue, especially on Sunday 
evenings, in ail effort to reduce the numbers of customers who are waiting for a taxi. Tlie 
contracts set a standard of a maximum 5-minute wait for a taxi aiid all parties are worltiiig 
together to attain that standard for every passenger. A sample of tlie suivey data indicates that 
about seven of 10 of customers had no wait at all. 

3. 	 Balance Equity and Control within the Taxicab Industry (between Driver and Owners) 

The Taxicab Service Model was designed to better balance equity arid coiitrol witliin tlie taxicab 
industry by orienting tlie distribution of Ai1-poi-t pennits towards drivers. Roughly two thirds 
(195) of the pei~nits were issued to drivers and approximately orie third (105) were distributed to 
con~pailies. Wit11 14 coinpa~iies gainiiig access to the Airport instead of two under tlie old model, 

, 	 driver's options as to whicli company they affiliate wit11 has been greatly enhanced. 
Fui-tliei- no re, taxicab coi~ipanies were required to develop and p~lblisli a Plan aiid Offer that 
drivers could evaluate aiid deteilniiie wliich company was iiiost advantageous for theiii to 
affiliate. Tliese iiiipoi-tant changes reversed a situation where drivers felt trapped because they 
could oiily work for the two coiicessioii compaiiies if they wanted to selve tlie Airport. Siiice tlie 
Taxicab Service Model lias been iiiipleiiieiited significant driver inoveiiie~it has occ~ul-ed ainoiig 
conipailies. Many drivers have beell able to reduce weeltly gate fees they pay to companies 
because t l ~ e  competitioii anlong companies for drivers lias driven average fees dowiiward. 
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4. Maintain Effective and Efficient City Re~ulatory aiid Oversight Model 

The cull-ent Taxicab Service Model effectively uses both nzalket and regulatory mecha~iisins to 
direct, incent, and guide the taxicab industry to provide quality service, seive all ct~stomers, aiid 
balance the equity and colltrol in the industry. T11e cun-ent inodel properly relies on inarlcet 
mechailisms because staff resources are so liiliited to develop and manage provisioils that require 
lieavy regulatory roles, such as driver and vehicle caps. 1112004, staff estiiliated that taxicab 
industry fees fell sl1o1-t of cost recovery by approxiinately $750,000 on an ailnual basis. Adding 
regulatory requirements, whicli ~lecessitates Illore City illvestment, is not realistic given tlie 
unwilling~~essof the taxicab industry to even meet cuirent cost recovery tllrougl~ its fees. The 
challenge lies in the fact that certain factions of drivers colztiiiually advocate for more regulation 
of the industry placing themselves at odds with staff, and forcing the City Coui~cil to engage in 
overly detailed discnssioizs about regulatory matters. This issue will be further disc~~ssed in a 
later section of the report. 

Taxi San JosC Dispatch OperationslAgreement Extension 

As outliiled in greater detail in t l~e  May 29, 2007 ~ne~norandum to tlie T&E Committee, staff has 
talteii steps to exercise the first one-year option period for Taxi Sail Jose (TSJ). While there have 
been docuinellted concei-ns with TSJ related to operating the taxicab and shuttle dispatch system, 
there is a realizatioi~ tliat estal~lisliing a iiew program, related to an iildustry that lias l~istorically 
had its cllalle~~ges, will eilcouiiter difficulties dt~ring tlle initial implemei~tation and operation 
phases. Dan Fenton, Cllair of TSJ, has co~~ilnitted to tlie resolution of these issues and llas been 
instiuineiltal in il1aiiitaiiliilg tlie direction of TSJ from the outset. TSJ has coinlnitted to 
providing tlle resources necessary to ensure tlie levels of service required by the Airport's 
passengers. TSJ lias and will continue to meet with staff to eiisure tlie appropriate iileasures and 
colltrols are in place to provide the ~~ecessary improvements. Staff will retui-11 to City Cotmcil 
should any action be required outside of the cull-ent agreement. 

Airport Taxicab Driver Permits (195 Permits) 

Taxicab drivers lioldiilg the 195 alternate-day Airpoi-t access permits have beell offered one-year 
exteiisiolls as e~ivisioned as part of tlle Taxicab Seivice Model. The drivers holding the 195 
pennits, 65% of tlie total pool of 300 Ail-port access peimits, have the flexibility to affiliate wit11 
any Sa11 Jose taxicab colnpany that retains a colltract with the Ail-port. Taxicab cornpa~iies are 
required to p~~blisl i  Company Plan and Offers to provide drivers wit11 a clear uilderstandiilg of 
their business activity and oppostrulities, rate structures, and dispatclzing and nlarltetiilg plans. 
The plan and offer process is designed to facilitate colnpetitioil arnollg colnpailies for drivers as a 
way to balance the equity and control withi11 tlie industry. 

Taxicab Company Airport Access Permits (105 Permits) 

The initial two tear year coiltract teim for coinpallies to operate at the Ail-poi-t expires at tlie end 
of September 2007. Wit11 delegated a~~thority from City Council, staff has extended tlie contracts 
of each company in compliance with the provisio~is of tlieir coiltract and the Taxicab Service 
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Model. Coinpai~ies not in coiiipliailce have not been offered one-year extei~sions to their 
contract. The req~~ireiz~ents include: 

Coii~pletion of customer service training by all drivers worlting lmder Ail-port pennits. 
Operating a minin~ui~i fleet of 15 vehicles aiid 15 drivers to ensme a fleet size and driver 
worlcforce that can meet the nluilicipal code requireinellt to provide dispatch selvices 
2417, aiid to be able to adequately meet Aii-pol-t service requirements aiid tlie imds  of a 
large, geographically dispersed City. 

0 Operating a computer aided dispatch systenl to iiriprove on the capability to seive 
customers, track and iiot lose customer calls, and provide tlie City with verifiable data 
that can iiot be easily i~lai~ipulated or fabricated. 
Conducting a iiiil1iiliui1i of 25% of tlleir Airport trips with alteiliative fuel vehicles to 
reduce eilviroi~lneiltal impact. 

0 Be current 011 all fees and charges due to the City. 

Tlie 105 coinpaily Airport access pelxiits will be reallocated aii~ong coilipa~lies wliose contracts 
have been extended. As establislied in tlie City Council approved Taxicab Service Model, the 
pennits will be reallocated based on tlie i~unlbei- of off-Aii-poi-t trips reported to the City by their 
compaily over tlie past year. Taxicab coiz~pai~ies were provided a two year development period 
from Septenlber 2005 through Septeinber 2007 to build aiid develop their off Aii-poi-t business, 
install eidianced conlputer aided dispatch systems, and meet fleet and driver requirements to 
better seive tlie elitire City. Staff is coiiducting a meeting with all licensed taxicab compaiiies 01-1 
Friday, Septeillber 28 to review the established reallocatioii n~etliodology that has beell followed 
and present tlie reslllts of the reallocation. Staff has sclied~tled this item for tlie October 1, 2007 
ineetii~gof the Aiiyoi-t Commissioii. The peili~its will be effective for one year froni Novenlber 
1, 2007 at which tiiile tliey will be reallocated based upoii tlie sailie metliodology. 

For purposes of edification of the Coinillittee, DOT and Aii-poi-t staff reviewed off-Aii-port trip 
figmes subniitted by the coiiipailies on a inoiithly basis over tlie past year. After clarification of 
some data for accuracy, the reallocations were set by assigniilg tlie 105 peilnits to companies 
based on tlieir share of the total trips reported. I11 ail instance wliere data could not be adequately 
verified tlu-ougll reasonable docuineiitation and explaiiation, trip activity was not couiited. The 
use of off Airpoi-t trips as the rationale for distributing company pennits is based ulpoii the need 
to create an inceiltive to better seive Downtowil and neigl~borlioods, whicl~ were sl~owii to have 
service levels sliort of custoiiier expectations. 

T11ere has beell coininunicatioii fro111 several of tlie siz~aller taxicab coinpa~lies who have 
requested that they be able to inaiiitaii~ tlieir current perniit allocatioil or be issued additioiial 
pennits, rather tlzaii reallocatiilg all of the peilliits based upoil the pre-establislied method. Staff 
does not support this request, as all of tlie coi~lpanies have had a full, equal oppoi-t~~ility to build 
their business aiid off-Airport trip volun~e over the last two years. Tlie reallocatioii method was 
fully discussed prior to approval by City Council aiid nuinerous times wit11 conlpailies over the 
past two years. Staff lias also received cornm~.~nication froin one company coiicei~ied with what 
they perceive to be a delay in the iinplenleiitation of pre-appoived inetllod froin September 30, 
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2007 to Novelliber 1, 2007. Staff has establisl~ed tlie cull-eiit tiixiefia~ne based upon the need to 
verify questiollable data. Staff will col~duct a September 28"' lneeting with all coinparlies to 
present the results, and will preseiit the fiildiiigs to tlie Airport Commission on October 1st. 

The TAT established a series of wol-lting groups to discuss and coiisider the feasibility and 
l~ietliodology of fui-tlier accommodating the lease and potential transfer of Airport access 
permits, as well as the establisluiieiit of a Citywide cap on the n~uliber of drivers and vehicles. 
Tlie worltilig gro~lps held a series of meetings and discussed ideas and possible approaches to the 
TAT. Simultaneo~lsly, and in response to City Council direction set forth during the initial 
adoption of the Taxicab Service Model, staff developed a potential rnethodology for the 
traiisferability of Aiiyol-t access pei-mits. The fil~dings of tlie workilzg groups, along with 
con-espondi~lgstaff recoi~liilelldatiol~s are detailed in Attaclunent A, "Evaluation of 
TaxicabIAirport Permit L,easeability, Transferability, aiid Caps," which clearly outlilies tlie 
bacltground, staltel~older discussiol~, and recoll~mended actiolis related to each issue. 

It is iinpol-tai~t to note that this evaluation was brought before the Ai1-pol-t Comrnissiol~ on May 7, 
2007 for their co~isideratioil and action. The Coininissioll voted to suppoi-t all of staffs 
recolnlllelldatioiis. As previously ~loted, staff recomlnellded that the Comlnittee accept tlie report 
and the associated reconlnlelldatiolls at the June 4, 2007 T&E Coln~nittee ~neeting. However, 
imll~ediately prior to the ineeting staff received a letter fi-orii Mr. Rattail Dev S. Dl~aliwal, Esq., 
as a representative of a faction of taxicab drivers, raising collcerils witli staffs recommendations. 
The attached letter from Deputy City Manager Ed Sliiltada provides a response to Mr. Dhaliwal. 

Taxicab Regulation/Governance 

The Taxicab Advisory Teain (TAT) was origillally established in 2001. At its i~iceptioii the TAT 
was created to serve as the oversiglit, dispute resolutioil and advisory body for the taxicab 
industry issues. The group was inteilded to be balanced in its represei~tation of affected 
stalteholders in order to ensure that all perspectives were being considered. The TAT was 
establislied with seveliteeil ineinbers represei~tiilg the followiilg groups: 

Four Owllers andlor tlieir representatives 
 
F o ~ uDrivers aiidlor their represeiltatives 
 
Four custoiner represelltatives (Downtown Busiiiess Assoc., Hotel I~idustry, 
 
CollventioldVisitors Bureau, and Disability Advisory Commission) 
 
Five City Adlniiiistrators (a represeiltative froill the CMO that would serve as Chair, and 
 
represeiltatives fi-olll DOT, SJPD, Airport, and CAE) 
 

Eacli appoiiitee was aslted to serve for a two-year period to inai~itai~l continuity. At the outset the 
TAT iilet on a qual-terly basis (August, November, February, and May), witli specific topics of 
discussioll ideiitified for each iileetiiig. The TAT was then required to provide an ailllual report 
to City Couiicil in the fall of each year. 



TMNSPORTATION AND ENVIRONMENT COMMITTEE 
09-21-07 
Subject: Taxicab Service Model Status Report Suppleme~~tal Memorandum 
Page 7 

Over tinie the TAT evolved into a less foilnal body. Tlie iiieetiiigs were held inore frequently, 
on a monthly rather than quarterly basis, aiid while each of the stalteholder groups coiztiiiued to 
be represented, tlie group representatives changed witliout foilnal appointment. hl addition, tlie 
TAT decision-malting process became liiore conselisus oriented rather than drivel1 by a Roberts 
Rules of order and a inajority of stalteholder votes. It should be noted that tlu-ougll this 
evolution, the TAT has proved to be an importaiit and successful foruin for tlie consideratioii and 
resol~~tiorlof issues coiifiontiiig the taxicab industry. 

However, this less foilnal foililat best served tlne coininittee when acting on tlie less contentious 
issues. hi addition, recent action by driver representatives to refiain from participating in TAT 
i~~eetiiigshas called tlie cui-seiit structure into question and has placed the City Council in tlie 
awkward position of being tlie final arbiter regarding very detailed issues related to tlie operation 
of tlie Taxicab Seivice Model. Consequently, staff recoininelids that Council coiisider tlne 
following three options for re-establishing regulatory goveillalice over tlie Taxicab industry. 

First, Couiicil iliay retui~i to the original fo i~~ ia l  appointee foi~nat for the TAT aind appoint 
iiidividuals to fulfill tlie respective stalteholder terii~s. This would re-establish the TAT'S fornlal 
oversigl~t respoiisibilities and offer all stalteliolders an opportuiiity for ineai~ingful pai-ticipatioii. 

Given the ongoing cliallenges faced by the industry and ill an attempt to ensure broad 
participation by industry stalteholders, a second goveillalice option could be the City Couilcil 
creating ail Iiidepeildeilt Taxicab Commission. Sucli a Coillinission would talte iildepeildeilt and 
filial action on issues relatiiig to the operatioil of tlie Taxicab Seivice Model in the City of Sail 
Jose. The Conii~iission would require the assistaiice of direct staff support liltely, at a iiiiniinuin, 
some type of Adniinistrator aiid Staff Assistaiit. Taxicab Coiiliiiissioil staff would be suppoi-ted 
by cull-ent staff in tlle Trailspoi-tation, Aii-poi-t and Police Departillelits in their respective areas. 

If the Coninlittee is interested in ful-tlier exploring a Commission, an exaiinple to consider is a 
seven ineiliber body appointed by tlie Mayor aiid approved by tlle City Co~ulcil, selecting 
iildividuals fi-o~n a broad spectru~n of constituencies, and not iiecessarily stalteholders in the 
Taxicab hidustry. The Adiiiinistrator and Staff Assistant could be appointed by tlie City 
Manager to ensure coi~sistent professioiial staff support. Finally, a fee assessed to both Taxicab 
compailies aind drivers to ensure cost recovery of tlie Commission would be suggested. 

A filial alteinative would be to coiisider regulatiilg taxicab seivice on a couiitywide basis through 
the Valley Transportation Authority (VTA). Taxicab service delivery constarltly crosses 
iiiuiiicipal boundaries in the County. Outreach Paratrainsit seivices are already coordinated by 
VTA. 

Upcoming Cl~allenges Related to Airuort Taxicab Service and Management 

Tlie Airpoi-t consti-uction prograiii will irnpact tlie location and size of taxi and shuttle staging 
areas as well as the roadways between tliein. While pick-up locatioiis will reinaiii close to 
customers, providing quick access and ziiaiiitaining tii~iely service will be challenging. It will be 
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important for TSJ, tlie drivers and Staff to work closely together to ensure efficient flow axid 
coordiiiatioli of inoveiiients to get the vellicles to tlie col-rect locatioris in a timely nialmer. 

Funding of tlie appropriate staffing and the Airport Ground Traiisportation Program (GT 
Prograin) will be discussed tliis fall as tlie Airport w o ~ k s  towards cost recovery of the programs. 
Adjustiileilts to trips fees, iilcludiiig tlie poteiltial for chailgiiig rnoiitllly fees illto per trip fees is 
being considered. Taxi trips comprise over half of the trips generated witl~iii the GT Program. 
Econoniics of t l ~ e  industries are being considered and has beell one of tlie inajor reasoils for not 
iiicreasing fees for t l~e  dispatch system or the GT Prograin since the inception of the new Model. 

Colisistency aiid open comiiiunicatioiis between TSJ and the taxi and shuttle industries, as well 
as between TSJ and City Staff, will reinaiii all iinporta~it piece of providing a positive and 
growing service to our Ail-port passengers. Accurate repoi-ting and provision of iiifo~lnation to 
the drivers and owners will eliminate liiaiiy of tlie issues that have arisen over the first two years 
of tlie program. TSJ has colninitted to this level of service aiid Staff will work with tlleil~ to 
accomplisl~ tliis high level of perfol~iiaiice. 

Iii~pai-tial aiid fair treatiiient of both taxi and sliuttle iiidustries by all levels of TSJ will assist in 
resolving the issues between tlie taxi and door-to-door industries. Botli industries are coinpetilig 
for tlie sailie group of passengers, tliose without prior reseivations loolting for a coililnercial 
ground transportation option. By clearly providing tlie data tliat supports tlie inlpal-tial 
distribution of trips and eq~lality of treatment, this issue can be defused. Znproveineiit i11 f ~ l t ~ ~ r e  
locations of tlie two industries at the pick-up curbs will assist wit11 this process, but botli sides 
must be able to clearly see tliat i~eitlier party is being favored and tliat t l ~ e  custoiner is able to 
clearly inalte their own clioice in their travel options. 

PUBLIC OUTREACH 

Staff lias presented to and sought feedback regarding major elements of tliis report fro111 Taxi 
Sail Jose aiid tlie Taxicab Advisory Team. 

COORDINATION 

Tliis report has been coordii~ated witli tlie Police Department and City Attoriiey's Office. 

,%. --A%?&. & - i ~ / : & d i , b  
William F. Sl~en-y,AAE 
Director of Aviation 



Attachment A 
 

Evaluation of TaxicabIAirport Permit Leaseability, Transferability, and Caps 

Tlie purpose of tliis document is to evaluate three specific taxicab industry itelns - leaseability, 
tra~isferability, and driver and vehicle caps. Each of these itelns has been considered during the 
development of the new Taxicab Service Model. I11 approving the current Taxicab Service 
Model, the City Council refelred two of tlie three items (transferability and driver/velzicle caps) 
to staff for fi~rtlier review arid follow up. 

BACKGROUND AND HISTORY 

T111-ougli tlie spring and summer of 2005, staff and the taxicab industry invested significant 
resources to ensure the effective iniplelnentatioli of the new Taxicab Service Model. The 
volunie and coniplexity of implementation issues - froln competitive procurement of a starter 
and dispatch service, to developing and executing driver permits and coinpaiiy contracts, to 
refining data and conununication systems - limited the time that staff and the industry lzave had 
available to effectively work on otlier customer service, industry and regulatory issues. 

Following a reasonably successfill iinplerneritation of tlie new service lnodel in tlie fall of 2005, 
taxicab driver training was impleiiiented in the Spring of 2006 as part of tlie overall effort to 
improve tlie quality of the taxicab industry and its customer service. Almost 400 of the 500 
drivers received the training. However, other components of the proposed customer service 
progralii such as enhanced industry marketing and business development, and tlie installatioil of 
infonnatioii display pouclies in taxicab veliicles, have not been advanced by tlie taxicab industry. 
By most accounts tliougl~, the new taxicab service model has been lligl~ly successful when 
nieasured against tlie stated goals of the service model. 

Since tlie Taxicab Service Model was approved in May of 2004, tlie Taxicab Advisory Teain 
(TAT) lias coiitiiiued to nieet on a montl~ly basis to work on issues that are important to the City 
and the taxicab industry. During the semi-a~lliual development of the workplan for the City 
Council Trarisportation Colimittee, staff has reported on the status and progress of the Taxicab 
Service Model and otlier reg~llatory and industry issues. The feedback froin the Committee has 
been positive to date. 

In response to tlie three itelns that are tlie focus of this evaluation, it is important to note several 
actions tliat have already occurred. Tlie current Taxicab Service Model already provides a 
system of leaseability for conipariies and limited leaseability for drivers with Airport permits. 
Further, in May of 2005 and again iii August of 2005, staff at the direction of the City Council, 
agendized a proposal tliat would have created a temporary cap on the number of Citywide 
taxicab driver pennits and vehicles. The item was deferred and dropped in August 2005 pending 
the outcolne of the irnplementation of the new taxicab service model. In September of 2005, 
witli the iniplementation of the new taxicab service model, pennit caps were established at the 
Airport based upon the consultant's recommendation to ensure that there was a sufficient supply 
of cabs while lnininiizing taxicab wait times. The Airport market niore naturally lent itself to the 
regulation of tlie number of penliits than did tlie Citywide rnarltet because there is the ability to 
control access and tlie average ~luinber of trips is seasonally consistent. 

June 2007 
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In the fall of 2006, staff placed the issues of leaseability, transferability, and driver and vehicle 
caps on the TAT Worlcplan. Tlze TAT created tlzvee sub-committees to frame the three issues 
and retunz back to the full TAT with input and recomendations. This report reflects the work 
of the sub-committees, and includes staffs recommendation to the full TAT regarding how to 
proceed on these issues. 

ANALYSIS 

Tlzis section of the report describes the eleineizts of the three items under review, the work and 
discussioris that the TAT sub-committees conducted, and staffs reconllneizdatioizs. Tlze current 
Taxicab Sesvice Model was established with the goals of expanding access to the Airport arid 
enhancing sel-vice to the downtown, neig~iborlzoods, and customers in general. Tlze sesvice 
nzodel was also designed to create rriore equity and balance within the taxicab industry, between 
companies aizd drivers, and to irnprove driver's opportunity to earn more income. Finally, the 
seivice model needed to be efficient and manageable from a City regulatory perspective, given 
liiziited staff resources and lack of cost recovery of the fees charged to this industry. The 
evaluation of leaseability, transferability, and driver and vehicle caps must occur within the 
franzeworlc of the goals of tlze Taxicab Service Model in order to be effective. 

1. Leaseability of Airport Taxicab Driver Per~llits 

Leasing taxicab pennits and vehicles was exclusively within the realni of taxicab companies 
prior to ilnplelneiztation of the cui-sent Taxicab Service Model. Witlz impleirientatioiz of tlze 
currerit Taxicab Sesvice Model, drivers were granted limited leasing provisions witlz their 
Ail-port taxicab driver pennit. Drivers with Airport taxicab pennits can lease their pennits two 
times for up to a total of tlzvee rrioriths in a twelve-month period. The current pennit holder 
reniaiiis accouiitable for all pennit requirements, including the actions of the lessee. Tlze lessee 
iizust also be a pellnitted taxicab driver in the City of Sari Jos6. The rernainilig ternzs of tlze lease 
are between tlze parties executing the lease, including monetary compensation. Coinpanies have 
tlie ability to lease Ail-port pennits under their control, aizd are siinilarly accountable for all 
requirements. 

The TAT sub-committee on leaseability met to discuss tlze issue 011 October Yd, 30L" and 
November 29'11, 2006. Tlze sub-committee determined at its first meeting that since no overall 
cap existed for Citywide taxicab driver pennits, tlie only cui-seizt market for leaseability was at 
the Airport. Airportdriver pemiits are limited to 300 (150 each altenzate day) thus creating a 
poteritial lnarlcet for drivers without Airport permits. The sub-committee also achieved 
consensus that the pesnzit holder (driver or company) would rernain accountable for meeting all 
permit requirements. 
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Taxicab drivers 011 the sub-committee proposed that Ailpoi? permitted drivers have authority to: 

a Lease tlieir pennit at any time. 
a Lease tlieir pesmit to a second sliift driver on tlie same day they worlted their pesmit. 
e Extend the total lease time fi-om tlie current three months to six months. 

Significant discussion occurred 011 the above proposals arid other ideas include: 

a 	 Extending lease periods froin the current thee  months to four months. 
Requiring tlie pennit holder to service (actually drive) tlieir pemit 66% of tlieir overall 
required 130 days (5 of every 14 days = 130). Tlie 66% requirenient would result in 
seivice being directly provided by the primary driver 86 days a year eacli at the Airport 
aiid in tlie City (172 total). 

a Autlioriziiig drivers to lease pesmits oslly on tlieir assigned Ail-post days tliat they choose 
to not worlt themselves to avoid overcrowding of taxicabs serving the Airport. 

e Lease Airport Access pesmits only to drivers currently on the Airport Pesmit Waiting 
List. 

The sub-committee also discussed tlie potential iiiipacts and clialleiiges associated with tlie 
proposals aiid clianges to the current system of leaseability. Those discussions included: 

e 	 Authorizing a 2"d sliift lease would likely reduce tlie average number of trips per day tliat 
all Ai1-po1-tpeilnitted drivers receive because it would liltely add an additional driver at a 
time when the primary driver nomially does not worlt. Prior to the irnplei~ieritatioiiof the 
Taxicab Service Model, a total of 343 cabs had access to tlie Airpoi-teach day, with an 
average of 225 cabs worlting per day. These cabs averaged 1,025 trips per day for a per 
driver average of 4.55. Currently, 150 cabs have access to the Airport on any given day. 
The average trips liave remained constarit at roughly 1,025 per day, however, the average 
iiuinber of trips per driver liave increased to an average of 6.83 per driver per day. 

e 	 Marltet forces would detennirie the fees that would be paid by lessee drivers. The City, 
unless it became more heavily involved in regulating this aspect of the industry, would 
not be able to monitor lease transactions, and tlie associated impact to driver income. 

Drivers on the waiting list will liltely wait a much longer period of time to receive an 
Airport taxicab driver pemiit as existing pennit liolders would liltely see alternative 
opportunities to generate income, without having to actually drive a taxicab vehicle, aiid 
tlius would liltely liold 011to pemiits longer than they might othenvise. To date under the 
clui-rent taxicab service model, 23 drivers have declined Airport pennits and 17 have 
returned them, allowing 40 drivers on tlie waiting list to gain the opportunity to service 
the Ail-post. 

Pri~narypeimitted drivers must remain accouiitable for all pennit provisions. Extended 
aiid frequent leasing of the pesmit increases the liltelihood that all pennit provisions will 
not be met, and infractions would occur that must be resolved with tlie primary pesmit 
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llolder. Tlie likely impact of allowing leasing in excess of three to four inonths per year 
is an increased difficulty, if not irripossibility, of contacting the primary pemit holder to 
resolve potential issues or infractions by the lessee (e.g. the inairi reason drivers initially 
requested leaseability in its cui-sent f o m  was to enable lengthy trips to other countries). 

Leasing for a 2"d shift at the Airport has the potential to attract drivers that nomally serve 
the Downtown, i~eighborl~oods, arid dispatch calls, which may result in reduced service to 
non-aii-port passengers tluoughout Sail Jose. 

Follow-up discussions on the topic with the Taxi Advisory Tearn (TAT) or1 April 20,2007 
included the following comments: 

e 	 Several corripanies indicated they are not utilizing their multiple driver leasing provision 
with any regularity, and as a result would agree to make their leasing provisions 
consistent with the drivers provisions. 

e 	 At the same time, several cornpariies suggested that they would not engage in second 
sllifting of any kind. 

All cornpariies were unified in their opposition to having limits placed on the nlnrriber of 
times per year that a conipany pennit could be given to a newldifferent driver. 

Staff Recommendations to Taxicab Advisory Team on Leaseability 

1. 	 Extend the niaxiinum lease tiinefraine for drivers from thee  inonths to four months, 
without limits on tlie iiuinber of times a pemit can be leased per year. 

2. 	 Only authorize the extended lease period to drivers who are in fill1 compliance with all 
pennit obligations. 

3. 	 Establish the ininiinum annual service days at 86 days for on-and off-Airport days for a 
total of 172 City-wide. 

4. 	 Second shifting of driver or company pernlits should not be allowed under any 
circuinstai~cesto ensure that diiver trip volumes do not drop to pre-iriodel averages. 

2. 	 Transferability of Airport Taxicab Driver Permits 

Trarisferability refers to the sale, exchange or relinquishment of Airpost taxicab driver pemits 
fionl a cu~rent Ail-post pemitted driver to a driver that only has a City taxicab driver pennit. As 
past of the approval of the cun-ent Taxicab Service Model, the City Council directed the 
development of a legal inethodology and implementation plan for transferability of pemits 
within the systeiii. The direction also required that infomation be included on the anticipated 
i~~ipactsand impoi-tant considerations of implementing a new system. 
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A TAT sub-coliimittee 011 transferability met to discuss tlie issue on November 1,2006. Tlie 
sub-committee discussed a variety of potential transfer metliods and ciiteria. Providing context 
for the entire transferability discussion was the fact that the Taxicab Service Model was designed 
to provide working drivers an opportuliity to generate additional income tllrougli a inore 
equitable regulatory system that provided flexibility to drivers to choose the company they 
affiliate witli based upon tlie inco~ne opportunities and fees established by the company. It was 
not a sesvice inode1 designed to provide financial benefits for non-driving activities such as 
tra~isferability. As a result, the City did not cliarge an acquisition fee to the primary pennit 
holder. Tlie Ail-port pennits were assigned free of charge to drivers based upon their ranking on 
a list established by the number of trips a driver served Airport customers during the service 
model study period. A waiting list has since been established, via lottery, of drivers wisliing to 
obtain their own Airpost pennit. As Airport pennits become available, they are assigned to 
drivers in order on the waiting list free of charge. As mentioned previously, 40 drivers from the 
waiting list liave received permits. 

Pai-ticipants in the sub- committee process identified several potential strategies upon whicli to 
base a traiisfer methodology. Tlie first proposed inetliod of transfer would occur when an 
Aii-poi-t pennit liolder no longer wants to continue servicing tlie permit. Tlie pennitee would 
retun1 the pennit to tlie Airpoi-t, and drivers on the existing waiting list would be given tlie 
opportunity to acquire the permit in tlze order they appear on the list similar to the current 
method, after paying a transfer fee. The significant difference from tlie current inetliod is tliat the 
transfer would result in tlie payment of a second City established transfer fee to the Airport, with 
50% of tlie fee being paid to the permit holder initiating tlie transfer. Tlie relnai~lillg 50% would 
be used by tlie Ail-port to offset the costs of managing taxicab programs. 

The secolid potential metliod of transfer could be used when an Airport pennit liolder no longer 
wants to colitiiiue selviciiig the permit. Similar to tlie inetliod described above, the permit holder 
would retunl their pemiit to the Airpoi-t and the pennit would be transfel-sed tlxough a 
competitive bidding process by those on the waiting list, or all City peniiitted taxicab drivers. In 
this insta~ice, the transfer would result in tlie payment of the proposed bid a~no~xnt of the liighest 
bidder to tlie Aii-poi-t, witli a 50% of tlie fee being paid to the pennit llolder initiating tlie transfer. 
Tlie reinainiiig 50% would be used by tlie Airport to offset tlie costs of ma~iaging the taxicab 
programs. 

It is important to note that tlie original offering of Airport driver pennits occu~red witliout having 
assigned any value or potential monetary benefit at the time of the initial distribution. Staff 
recommends tliat, in tlie event that some form of transferability of Airport pennits is adopted, the 
City and tlie Ail-port consider a re-distribution all 195 of the Airport Access Pesrnits tlxough a 
lottery system. This system will allow all drivers an opportunity to obtain a perniit provided that 
tliey meet the overall criteria. 

Considerations of Transferability of Airport Driver Permits 

At tlie time of approval of tlie new Taxicab Service Model in 2004, the City Coulicil 
reconi~neiided consideratioil of transferability of Airport permits only after an evaluation of the 



Evaluation of Leaseability, Transferability, and Caps 

effectiveness of tlie Taxicab Service Model. Any evaluation of the new system should consider 
how it is worltirig both at tlie Airport and Citywide. A major objective of the alternate day 
rotation system aiid allocation of company Airport pennits based 011 City trip volumes is to 
improve service for the City (non-airport) market. Thus, prior to considering transferability, the 
new system should be shown to be effective in both providing tlie desired level of service at the 
Aii-port, and in iinproviiig dispatch response times and service quality for noii-Airport trips. 
There has been iiionitoring of the new system, yet a final detenninatioil on the overall 
effectiveness of the new system cannot be made quiclcly. The proposed system includes a 2-year 
transition period (tliru September 2007), and that period of time aiid possibly an additional year 
are needed before the long-tenn success of the new system can be fully determined. 

Concerns with Transferability of Airport Driver Permits 

Transferability of Airpoi? driver pennits is not part of the recommended service model largely 
due to tlie couiitei-productive impacts of transferability on driver incomes beyond an initial, 
potential windfall for tlie group of cui-sent drivers that received pemiits in tlie initial allocation; 
and due to tlie constraints that transferability would create for further modification of the taxi 
service niodel to cllanging City needs. 

Fundarnentally, transferability means that certain drivers receiving pennits would benefit at the 
possible expense of existing drivers that do not receive a pennit in tlie initial allocation and 
future geiierations of drivers. A major issue in the cunent study has been driver incomes; a 
iiiajor feature of the recoininelided service inodel is to control the number of cabs serving tlie 
Aii-port as a way to iinprove driver productivity aiid driver incomes. Drivers are hoping that 
tliese controls will translate into a value to their Airport pennits. If this develops, drivers holding 
Airport perrnits could sell the pennits to other drivers and thus profit from liaving held the 
penni t s . 

While this may be desirable from tlie perspective of tlie drivers wlio have been issued the initial 
Ail-poi? pennits, the effect would be to reduce the incomes of drivers that want to work the 
Ail-port in the future. Existing drivers not receiving pennits in the initial allocation, and future 
drivers, would have to malte an upfsont paymelit to gain access to the Airport tluough a driver 
pennit; putting them at a distinct disadvantage to cunent Airport pennitted drivers. The 
payments would come from personal savings or loans. If loans are not available, the need for 
building up personal savings poses a barrier to entry for future drivers. If loans are available, 
payment on the loa~is then reduces the net income of those drivers malting loan payments 
potentially quite substa~itial, as seen in New York, Chicago, Boston and other major cities where 
a inedallioii system has been adopted. 

In effect, pemiit transferability may result in the City facing the same problems with driver 
iiicoines tliat tlie proposed service inodel is designed to address. The new service model would 
thus be a shoi-t-ten11 "fix" without lasting impact on the incomes of drivers who serve the 
Aiiport, exactly the opposite of the intended result. 
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Transferability also is likely to create obstacles to lnodifqring the regulatory system to meet 
unforeseeable changing circumstances. The value of pennits from transferability creates very 
strong incentives for permit liolders to resist changes to the system, however beneficial they 
iniglit be. It is notable tliat in major medallion cities, taxi drivers and owners resisted increasing 
the llurnber of taxicabs for decades on the fear that an increase would hurt medallion values. In 
fact, however, medallion values and the position of the industry were strengthened by the 
issuance of additional medallions because customers could be better served, industry market 
share increased, which in tun1 translated into increased medallion values. However, staffs 
position on transferability is that taxicab permits are City owned permits whose rights should not 
be privatized. The Taxicab Service Model is organized in a manner that emphasizes that the 
appropriate place for profit in tlie taxi industry is the result of providing excellent service to the 
custoliier. 

Staff Recommendations on Transferability of Airport Permits 

1. 	 As the initial two year phase of the taxicab service model nears completion, staff 
recommends that the current system where drivers gain access to Airport pennits based 
upon service, and tlzeir position on a waiting list be maintained, as opposed to a system 
where drivers buy and sell pelmits through an open market or regulated transfer process. 
Cul-sent drivers gained access to Airport permits through service, without any charge, as a 
means of encornaging their long-term service commitment. Future drivers on the waiting 
list should be provided the same opportunity. Staff analysis of the issue, and 
recommendation, provides the requested information to meet City Council direction to 
develop a legal methodology for t~ansfkrabilit~, including the anticipated impacts and 
important consideratioils of a new system. 

2. 	 In his letter dated April 27, 2007, Ron L,ind, President of United Food & Commercial 
Worlters Local 5 states that tlie staffs analysis on Tra~isferability is flawed, however, 
they lnalte no statements as to how Transferability could be implemented or how the 
staffs recolnmendations should be modified. 

3. 	 Taxicab Driver and Vehicle Permit Caps 

As part of the approval pr0ces.s of the Taxicab Service Model, the City Council directed that staff 
return to the City Council Tra~lspol-tation Committee witli the framework for an administrative 
metl~odology for adjusting the number of Citywide taxicab permits. hi the interim, there shall be 
no increase in the overall number of Citywide taxicab permits using March 1,2004 as the 
baseline. Staff provided a status report to the City Council Transportation Comiittee on 
November 1,2004 identifqring the that number of taxicab driver permits had reached the level of 
571 and the number of taxicab vehicle licenses had reached the level of 572. At the November 
16, 2004 City Coulicil meeting, staff was directed to draft an ordinance for City Council 
approval tliat would temporarily limit the number of citywide taxicab driver permits at 571 and 
the nulnber of taxicab veliicles at 572. In response to this direction staff agendized an item for 
City Council consideration on May 17,2005. The item was deferred twice to May 24"', 2005 
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arid August 2yd, 2005 before being dropped. Staff has continued to moilitor driver and vehicle 
lluinbers and has provided status reports to the TAT from March lSt, 2004 to the present. Police 
Department data lias consistently shown that driver pennits and taxicab license izuinbers have 
reinailled colistant at or near 500 for both drivers and vehicles. 

Background on Taxicab Driver and Vehicle Caps 

T11e TAT sub-coininittee on Driver and Vehicle Caps met on November 13'", 2006 and January 
17, 2007. Before the sub-committee discussioi~s on a cap are presented, it is important that 
infoilnation and aiialysis on the subject place the issue in context. The goal of a cap on the 
ilulnber of pelmitted taxicabs ill the City would be to address a perceived oversupply of taxicabs. 
The information below identifies what factors should be considered, and how the setting of a cap 
might occur, in the event that it is determined that setting a cap is the best course of action for the 
taxi ilidustry and the City. 

Setting and maintaining a cap must adequately address two issues. First, the factors to be used in 
the analysis that would lead to setting a cap must be clearly identified and be sl~own to have a 
direct impact on driver incolne. Second, a inethodology must be developed far the on-going 
administration of a cap and the issuaiice of additional permits when demand for taxicab service 
increases beyond the taxicab industry's capacity to meet it. 

Challenges with the Use of Caps, Particularly on the Citywide Market 

A cap on the number of taxicabs on a Citywide basis is not part of tlze reconllnended service 
model for tlie following reasons: 

Caps reduce incentives to expand marltets and improve custonler response times. 
6 The inl~ereiitly difficult and iinprecise nature of the analysis used to detennine caps. 
0 Caps increase regulatory burdell and costs created by adniinistering and reviewing cap 

levels. 

Caps Reduce Incentives to Expand the Market 

A primary goal of tlle recommended service model is to create incentives for cab companies to 
marlcet their services and increase trip volumes for drivers. Caps undercut iilceritives for 
coiripaiiies to iii~prove and market their services, since they are prol~ibited froin expanding in size 
as warranted by increased demand. Comparisons with other cities indicate that the demand for 
cab service in Sail JosC is partially depressed by high fares and slow response times, and capping 
the rnarltet will not improve this situation. San Jose's taxicab fare is among tlle highest fares in 
the nation, and in fact has the highest rate of the 13 largest taxicab markets in the US. In 
addition, in terns of custoiner satisfaction with wait times, it is one of the lowest rated aspects of 
service in this industry, wit11 35% of Downtown businesses rating response tinies as poor. When 
compared to Sari Diego, Seattle, Fairfax County VA, and Montgomery County MD, the average 
n~~rriberof daily dispatched trips per 100,000 population is significantly lower in San Jose. It 
sl~ould also be ltept in mind that San Jos6 has a number of factors that malte future growth an 
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expected reality including: the Airport Masterpla~i, the City's Econoinic Development Strategy, 
future developnients in Downtown, and new and updated regional malls. 

Setting Caps is Difficult and Imprecise Work 

Caps require a difficult and imprecise evaluation of the number of cabs necessary to serve 
cunent demand. The optiizzal balance between the number of cabs and trip volumes is affected 
by numerous factors including the efficiency of dispatch procedures and geographic and time-of- 
day variations in demand. Setting tlze number of Airport pemzits at 300 has required extensive 
analysis; the task of setting a Citywide cap is several orders of magnitude more difficult, and 
lizust take into account that San Jose's cabs are also the primary fleets that serve inany of the 
other cities in Santa Clara County. 

Tlze Airport lzas fairly precise taxicab data, by time of day aizd day of week. The Taxicab 
Advisory Team (TAT) extensively analyzed and debated what tlze appropriate number of cabs at 
tlie Airport should be. After two moriths of debate, the TAT could not agree on the appropriate 
number. The cuwelzt Airport companies thought that 350 alternate day permits were needed to 
adequately serve Airpost customers. Drivers were of the opinion that 240 could adequately meet 
custoizier needs. Staff determined that 300 permits (60 of which are proposed on a provisional 
basis until actual experieiice is obtained) would be tlze appropriate number to meet custoiner 
needs aizd ensure productive Ail-port days for drivers. Atteinptiizg to establish a similar number 
for tlze City given all the variables would be a difficult and costly exercise. 

Regulatory Burden and Cost of Setting Caps is High 

Capping tlze liulnber of taxicabs will likely result in tlie City regulating otlzer economic aspects 
of tlze taxicab industry, principally the gate fees tliat cab companies charge drivers. Sail 
Francisco, Clzicago and New York have all found it necessary to regulate gate fees as well as the 
nulriber of cabs, when the goal attempting to be achieved is lziglzer driver incomes. The results 
fi-orn each of these cities, in terns of impact on driver income, have been mixed. 

Finally, the level of regulation incuwed by caps and possibly gate fee regulation is costly and 
burdensome. In 2004, San Jose Izad a $750,000 shortfall in cost recovery for taxicab regulation. 
Staff lzas implemented a iiew service model, with iinproved regulatory oversight, all within 
existing staffing levels. Given the overall budget shortfall the City is attempting to balance by 
June 30"', proposing tlze addition of staff to regulate an industry that is well short of cost 
recovery relnains countei-productive. Analysis of caps cannot be undertaken witliout additional 
staff or consultant resources, and fees on the industry. But if fees are to be raised, they should 
first be allocated toward reducing the City's current shortfall between regulatory costs and fee 
revenue, and not oil adding new regulatory activities. 



Evaluation of Leaseability, Transferability, and Caps 

Relevant Factors for Setting a Cap on Taxicab Drivers and Vehicles 

Setting caps on drivers or vellicles sliould be based on an analysis of the following factors: 

Trip volumes (both airport and non-airport trips) and marltet demand 

o Customer response times and customer satisfaction 

o Number of cabs and utilization rate 

o Nui1lber of drivers (full-time, part-time and not working) 

o Driver productivity and driver income 

o Rate of (c~~stomer)fares 

Gate fees cliarged to drivers by coilipanies 

o Company marlteting and proniotion 

o Driver movement between companies 

Based on these factors, it could be assessed wliether marltet conditions suggest that a cap is 
necessary. If it was deteimined that marltet conditions were favorable enough, no cap would 
need to be considered. If it is detennined that market conditions were not improving, staff would 
tlie~ibe autl~orizedto begin the process of making a determination to set a cap. If the City 
Council were to direct staff to declare a cap, objective criteria would need to be used to ensure a 
fair and defensible process in tlie setting of a cap, requiring further consultation with the City 
Attol-ney's Office. 

Administration and Adiustment of a Cap 

Were a cap to be instituted, there would riecessarily be periodic (annual or every other year) 
reviews of wl~etliertlie number of authorized taxicabs were sufficient to meet customer demand. 
The review sliould be conducted at the request of taxicab companies, drivers, taxicab users 
(including residents and tlie business community) or the relevant Depal-tmentsof the 
Transportation and Aviation Services City Service Area. 

Given the costs that would be created by a review process if a cap were set, it is recoinmended 
that a fee be charged to each taxicab colnpany, based on the number of taxicabs in use at the 
company, including affiliated cabs, and on each permitted driver on a cost recovery basis. 
Companies and drivers would share the cost of the review. For example, if the total cost of a 
review was $60,000, and there were 480 taxicabs and 480 permitted drivers, the cost would be 
$61 per cab, including affiliated cabs (paid by companies) and $61 per driver (paid by drivers). 

Citywide or Company Specific Caps 

A ltey consideration in setting arid administering a cap concerns whether the cap applies to the 
industry as a whole or to individual companies. Generally, other jurisdictions have set their caps 
citywide. Tlie advantages of the citywide approacli are its simplicity and uniformity. 
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Tlie disadvantage is that a citywide cap is unfair to cab companies tliat are riot the source of the 
oversupply of cabs. While some companies may have an oversupply of cabs relative to dispatch 
calls, other companies may appropriately balance supply and demand. These latter corripanies 
inost likely have effectively marketed and promoted their services arid thus increased dispatch 
calls, trips per driver, driver productivity and driver income. It would be unfair and likely 
courite~yroductive to cap tlie ability of soriie companies to grow - and their incentive to improve 
tlleir operations - due to probleins at other companies. Thus, in order to maintain the current 
service model incentives for coinpallies to marltet, promote and attract new customers, if the City 
Couiicil detesn~iiies a cap to be an appropriate regulatory tool for the City to use, it is suggested 
tliat it be considered on a company-specific basis rather than industry-wide. 

An additional consideration in adininistering a cap concenls the start-up of new companies. A 
key element in the proposed service model is allowing new companies to enter the market and 
compete with existing cab companies. San Jos6 has seen one new corripany enter the market in 
recent years arid colnpete effectively and build its business and reputation. In order to maintain 
this key feature of tlle recornmended service model, it is recommended that new companies be 
allowed to enter the market, even in the event tliat a cap is instituted, if they show a market need, 
a credible business plan to meet tlie iriarltet need, and have a commitment frorn 5 or Inore drivers 
(15 after the 2-year transition period that ends in September 2007) to be affiliated with the 
collipaiiy within a designated period of time. 

Experience in Other Jurisdictions with Caps 

Tlie experience of three jurisdictions illustrates altenlative ways that periodic reviews on tlle 
number of autliorized taxicabs are conducted. 

San Francisco -The San Francisco Taxicab Corninission conducts an annual review of the 
number of taxicabs in tlie city/county. The review this year will iriclude a mail survey of taxi 
users, test calls to cab companies to measure dispatch response times, and observations of taxi 
availability for flag drops on Downtown streets and at hotel taxi stands. The Taxi Commission 
will publish the results and hold a hearing. If the Taxi Co~nlnission votes to issue additional 
medallions, tlie City Coritroller conducts an analysis of the financial impact on the industry and 
recomme~idsto tlie Board of Supervisors whether fares and gate fee caps should be adjusted. 
The cost to the Taxi Co~nmission including consultant and staff time is projected to be $50,000 
to $60,000. Tlie cost for the City Controller to complete their portion of this analysis was not 
available and the results of the analysis are typically limited in terms of the depth of analysis. 

Denver -Tlie Colorado Public Utilities Coirlrnission regulates Taxicabs iii Colorado. Reviews 
of the number of taxicabs are coriducted in response to applications for operating authority from 
existing or new taxi companies. Applicants must prove the need for additional cabs; companies 
typically attempt to do so tlrougll letters of support from the public and hotels and the testimony 
of witnesses (consumers and/or experts). Administrative law judges conduct the hearings and 
make a recom~nendation to the PUC based on the hearing record. PUC staff lias not conducted 
independent studies. Costs include the tiine of judges and court reporters; no cost estimate is 
available. 
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Las Vegas -The Nevada Taxicab Autlzority, which regulates taxicabs in Las Vegas, collects 
detailed statistics on trips, revenues, average fares and shifts worked from each of the 16 cab 
coinpaizies on a montlily basis. In 1996, the Taxicab Authority adopted a formula for issuance of 
additional taxicab nzedallion licenses based 011 the number of taxi trips. Additional medallions 
are issued based on increases in the number of trips. Taxicab Authority staff coriduct analyses of 
the industry data and repoi-t to tlze Taxicab Authority Board, which makes the final decision after 
lieariizg testiinony frorn companies, drivers and other interested parties. The Taxicab Authority 
has regularly issued new medallions, most recently a May 2003 allocatioiz of three medallions 
per company. hi estimate of costs of the analyses and reviews is not available. 

Sub-committee Proposals on Driver and Vehicle Caps 

During the first sub-committee meeting, the stakeholders representing drivers and the local union 
proposed the following: 

A cap 011 vehicle licenses at 475. 
A reduction of driver pesrriits. 

After lengtliy discussion, the following impacts and challenges to implementing a cap on taxicab 
drivers or taxicab vehicles were brought fonvard: 

Setting a fixed cap may limit the ability to provide acceptable customer response times 
both on and off airport. (Acceptable response tiines identified in the Taxicab Regulatory 
and Seivice Model Study were 20 minutes from the request for seivice for off airport 
service calls or within 5 millutes of the requested pick-up time. On airport service wait 
times sl~ould be 5 rninutes or less.) 
Setting a cap would limit taxicab conzpa~zies' ability to grow tlzeir customer base. 

e How would taxicab companies that are losing drivers, but not necessarily customers, 
meet custoiner deinaizd if a cap on drivers has been hit? 

Taxicab cornparlies present at tlze sub-committee meeting were opposed to setting caps on both 
drivers arid vehicles. It was pointed out that tlze City does not limit other industries from 
acquiring resources and equipment to respond to market demands. The taxicab companies 
indicated that their primary revenue transactioil was to lease vehicles, arid access to a customer 
base by contractual drivers. Should a cap be established it would: 

e Liinit a company's ability to geizerate business and market share. 
Adversely iinpact taxicab companies in their ability to meet trip demands. 
Adversely iinpact a company's ability to increase their fleet size, which further limits 
their ability to generate a retun1 on their business investment. 
Drivers rnoving from one company to another may not be able to be replaced by the 
primary company and this could adversely impact customer service response times if the 
primary company does not lzave sufficient drivers to handle their call volume. 

e If oizly vehicles were capped, then the re~naiizing vehicles would have a much heavier 
derriarid and may create a necessity to operate a single vehicle 2-3 shifts a day. 
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e 	 Replacernerit vehicles for those cabs out of service for repair or because of an accident 
may be limited or non-existent. 

Staff RecommendationIPotential Impacts of Caps on Airport Access Permits 

1) Self-Regulation: Given the industry's apparent self-regulation at 475 to 500 vehicles and 
-drivers, there is no urgent reason for establishing a cap at this time. Reports of extended wait 

tinies for cab sewice in the downtown and at the airport have been reported during special events 
when the draw on cabs at both the airport and ill the City is high. This in an indicator that there 
are insufficient cabs at certain tinies and that a cap would only iricrease poor response tinies if a 
cap were iiistituted and the ~iunibers of available cabs were further reduced. Data shows that 
daily driver trip volu~~ies Tliehave illcreased since the inception of the Taxicab Service Model. 
pre-model average of approximately 4 trips per day has increased to a cussellt average of 
approximately 7 trips a day. 

2) Company PlanIOffer: Co~isistent with initiation of the service model in September 2005, 
staff will require taxicab compa~lies to provide current and prospective drivers wit11 a company 
plan and offer designed to infonn drivers of the advantages, opportunities, marketing, and 
expected trip volume as well as the specific fees to be charged. The company plan and offer is 
desigried to generate cornpetition among companies for driver's services. This process along 
wit11 the permitting of drivers, and providing access to all San Jose taxicab companies at the 
Airport provided for lower driver fees by companies, and the creation of a company that is 
majority owned by drivers. 

3) Cost Recovery Shortfall: As was documented during approval of the service model in 2004, 
the current regulatory costs of the taxicab industry are not recouped through industry fees. The 
General, Ailport, and Transportation Funds absorb the shortfall. Any expansion of regulatory 
requiremeiits, like the iinple~nentation of a cap, would only exacerbate the existing shortfall, in 
an enviro~unent where further budget reductions are being recoml~iended in the 2007-08 
Proposed City Budget. 

4) Increase Regulatory Cost Per Driver: If caps are instituted the shared cost of regulatory 
fees would need ta be spread arnong a smaller driver base, and potentially significantly 
increasing individual driver costs. 

5) UFCW Local #5 Comments Regarding Caps: In their April 27, 2007 letter W C W  L,ocal#5 
suggests "tl~e emphasis of any analysis of appropriate supply and demand should focus on a 
solution around distribution of current cabs at appropriate times." Tliis suggests tliat either the 
Airport or the City of San Jose have the regulatory capability to deploy cabs duiiilg high volume 
periods, which they do not. In addition, Taxicab Coinpanies regard drivers as independent 
contractors and not employees, and therefore do not control their working hours in any way that 
would acco~mnodate the union's recommendation. At present, the Taxicab Service Model 
regularly experieilces cab sliortages at the Airport during peak demand periods. It is clear that 
any reduction in the cusseiit number of cabs/drivers would significantly increase wait times as a 
result. It is important to note that, along with driver incomes, customer service is a central 
co~nponent of a successful taxicab service model. 
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September 24,2007 

Mr. Rattan Dev S. Dhaliwal, Esq. 
 
Dllaliwal & Rouhani 
 
2005 De L,a Cruz Rlvd. 
 
Santa Clara, CA 95050 
 

Re: Taxicab Service Model Report 

Dear Mr. Dahliwal: 

In light of our ongoing discussions, I thought it would be helpful to recap in writing the status of those 
discussions, and to use this as a response to your letter of June 4,2007. 

I would also lilte to confirm that the deferred discussion at the City Council's Transpoi-tation and 
Environment Committee is currently scheduled for discussion on October 1 ,  2007. While 110 specific 
action is being recommended, this meeting will provide the next scheduled opportunity for the City 
Council to discuss the status of the taxicab service model and associated issues. Please feel free to 
attend and make any communication you see fit to the Committee. 

Please also let me reiterate that our recent discussions have been very constructive. You have 
demonstrated the cominurlication sltill and interest in this issue that is critical to building our mutual 
understanding of how we can worlt collectively for the betterment of the San JosC taxicab industry and 
customers. 

Specifically, your June 4"' letter maltes points to support transferability and leasability of Airport and 
basic City permits, as well as a citywide cap on taxicab permits. Subsequently, we have met twice to 
better understand each other's perspective and attempt to identify workable solutions for all 
stalteholders. As we have discussed, City staff has concerns with each of the 
transferability/leasability/capproposals, as well as the points made in their suppoi-t. You have noted a11 
interest in reviewing the background analysis and taxicab service model study that was completed for 
San Jose in 2004. You have since received this material, and I look forward to continuing our dialogue 
on the study and the basis for its conclusions. 

As we continue with additional meetings for the purpose of mutual understanding, we respect your 
desire to worlt independently with drivers and companies to build consensus and lines of trust and 
communication. In the meanwhile, we will continue to report to the City Council on the status of 
service model implementation, our discussions, and highlight any notable areas for their information. 
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In particular, I am very optimistic about the prospect of engaging the City's Office of Economic 
Development and specifically our worltforce investment program staff. As we have discussed, the City 
is willing to facilitate a small business review with your clients and the industry overall, to identify any 
potential business planning, marltet development, and training opportunities. We believe that this 
could be extremely beneficial to San JosC's taxicab companies as a way to enable the industry to 
develop and improve their business, and hope that you will be able to convince your clients to 
participate ill this effort. 

In conclusion, I hope that we are able to build on our meetings to date, as a means to build consensus 
within the industry and improve its success. The goals of the taxicab service model are to balance the 
needs of customers, companies, drivers and the City's regulatory requirements in the most effective an 
efficient manner, and effective communication is clearly a ltey element. 

Please feel free to call me at (408) 535-8 190 if you would like to f~nrther discuss these points. 

Sincerely, 

Ed Shiltada 
Deputy City Manager 
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CITYOF~ 

SAN]OSE	 Memorandum

CAPITAL OF SILICON VALLEY 

TO:	 Transportation & FROM: Councilmember Forrest Williams 
Environment Committee Vice Mayor Dave Cortese 

SUBJECT:	 DATE: September 28, 2007 

~!V~ DATE: 

VL'RECOMMENDATION 

It is recommended the Transportation & Environment Committee: 

A.	 Accept the staff report on Taxicab Service Model Status but take no action on the

evaluation of leaseability, transferability and caps.


B.	 Accept Option 2 (Taxicab Commission) in the staff report as the preferred governance 
and regulation model for the taxicab industry in San Jose. 

C.	 Direct staff to bring forward at the November 6,2007 City Council Meeting a report on 
the development of a Taxicab Commission. The report to council should include: 

1.	 Proposed workplan in coordination with the Airport Commission to ensure no 
redundancy in function. 

2.	 A funding mechanism for staffing the commission that analyzes the potential uses 
of fees from the taxicab industry, use of enterprise funds administered by the 
Mineta San Jose International Airport or the existing staffing resources of the 
Airport Commission. 

3.	 Proposed commission composition based in part on best practices in other cities. 

4.	 Timeline for commission launch, to be targeted to coincide with the City Clerk's 
winter posting of commission vacancies schedule. 

5.	 Prior to corning before the City Council, staff should seek input from both the 
Airport Commission and the Downtown Working Group on the proposed Taxi 
Commission. 
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BACKGROUND

The Taxicab Service Model was established in September 2005 as a framework for providing 
stability, equity and efficiency in ground transportation dispatch services at Mineta San Jose 
International Airport. In partnership with Taxi San Jose and through oversight provided by the 
Taxi Advisory Team, the city proceeded with this new regulatory model, interested to see how 
actual trip activity, customer service, taxicab company participation and driver quality of life 
issues would be affected. 

With trip activity steadily rising since 2004, more taxicab companies servicing the Airport and 
requirements upon drivers to alternate their days serving the Airport and the rest of the city, 
aspects of the current Taxicab Service Model are in need of significant revision to meet these 
changing conditions of the industry and of consumer behavior. The logical next step in the 
evolution of taxicab services in San Jose is for the formation of an independent Taxicab 
Commission. Such an entity would be charged with the regulatory authority over operations of a 
revised service model. As recommended by staff, this commission would have a broad 
representation of stakeholders inside and outside of the industry. The initial focus of the 
commission would be to develop updated guidelines for the transferability and leaseability of 
permits as well permit as caps. Long term, the commission would regulate the industry's 
participation and administer the city's fee recovery program. 

San Jose is continuing to grow as a hub for economic activity and cultural resources. This 
necessitates the establishment of a separate body to oversee the complex inner-workings of the 
taxicab industry so the end products of high customer satisfaction, efficient deployment of 
ground transportation and equity amongst drivers and companies are continually achieved. 


