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F U R T H E R  R E F E R R A L S :

DATE:

T h e  JUDICIm RY C o m m i t t e e  h a s  c o n s i d e r e d  H D  376

"An A c t  relating to m u n i c i p a l  r e g u l a t i o n  o f  v e h i c l e s  for h ire."

a n d  recommends:

] do pass 

] do not p a s s

] do pass w i t h  a t t a c h e d  a m e n d m e n t ( s )

] no r e c o m m e n d a t i o n  s  •>.

) replace w i t h  C'f? U ( h  ^ * 7 6

and r e c o m m e n d s

[ ] same t i t l e

[ J n e w  t i t l e

[ ] further r e f e r r a l  t o  the

a n d  attaches:

C o m m i t t e e

[ 3 l e t t e r  o f  i n t e n t
[ j f i r s t  f i s c a l  n o t e
[ 3 n e w  f i s c a l  n o t e
[ 3 z e r o  f i s c a l  n o t e
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R e p r e s e n t a t i v e  J o h n e  B i n k l e y

J a n u a r y  28,1986

TO: R e p r e s e n t a t i v e  Mike M i l l e r  
Chairman 
Ho u s e  J u d i c i a r y

From: R e p r e s e n t a t i v e  J o h n e  B i n k l e ^ ^ ^

Re: Ho use Bill 376

House Bill 376 (CS Transportation) is now in your Committee. It 
provi d e s  local m u n i c i p a l i t i e s  the s t a t utory aut ho r i t y  to regulate 
entry into the busi n e s s  of taxicabs, limousines, and other 
v e h icles for hire. Further, the m u n i c i p a l i t y  m a y  license, 
control and r e g ulat e the above, as well as fix, establish, and 
change rates c h a rged for the service.

To explain the p u r p o s e  of the bill, the A t t o r n e y  General states; 
House Bill 376 does not appear e ither to add or subtract from 
this authority, although it sets out the a u t h ority somewhat more 
cogentl y than p r e s e n t  law."(AS 29.48.035)

I am r e q u e s t i n g  the J u d i c i a r y  Commi t t e e  m e mbers to c o n sider a 
slight change s u g g est ed b y  Legis l a t i v e  Legal Services-on  lines 12 
and 16 change "other vehicles" to read "other p a s s enge r 
vehicles". Also, p lease c o n sider d e l e t i n g  Sec. 2 which is not 
n e c e s s a r y  nor desirable.

Attachments:
1. April 24, 1985 letter from A s s i s t a n t  A t t o r n e y  General

R i c h a r d  Monkman.
2. April 18, 1985 letter f. om R i c h a r d  Zerbe, P r o f ess or Graduate

School of Pu blic Affairs. U n i v e r s i t y  of Washington.
3. April 18,1985 letter from Ross D. Petty of the Federal Trade

Commission.
4. Ap ril 11, 1985 letter from Ross Petty to A n c h o r a g e

A s s e m b l y m a n  J o h n  Wood.
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Reo. Mike Miller, C h a irman 
C o m m i t t e e  M e m b e r s  
House J u d i c i a r y  C o m m i t t e e  
State of Alaska

Dear Mr. M i l l e r  and C o m m i t t e e  Members:

I have s e r i o u s  conce rns about C S H B  576, w h i c h  g r a n t s  m u n i c i p a l i t i e s  
the p o w e r  to r e g ulate r a s s e n ^ e r  ve hicles for hire.

As d e r e g u l a t i o n  moves forw a rd  in ma ny  ind ustries,  this seems a 
giant step into the past. Ii is hard to imagine how public good 
is served when t he ir  o p t i o n s  are limited and  c o m p e t i t i o n  is 
stifled t h r o u g h  limited entry. S e c t i n x  safety st an da r ds  is one 
matter, d e c i d i n g  who may p r o vi de  a service and at what price is 
quite a nothe r.

I o p e r a t e  a s p e c i a l t y  tour service in J u n e a u  w h i c h  offers a 
range of serv ices from special interest tours to short s i g h t s e e i n g  
t ours to w e e k - l o n g  workshops. As one of my tools in o f f e r i n g  these 
experiences, I opera te a p a s s e n g e r  van. T am not a taxi or a 
limousine, a l t h o u g h  I t r a n s p o r t  people as part of a tour. I am 
what is a m o r p h o u s l y  c a P e d  an "other p a s s e n g e r  ve hicle."
Tr y i n g  to sort out v e h icles or p r o v iders by the service they o f f e r  
may a p p e a r  si mple on the surface, but soon b e comes ho pelessly  
entangled .

The c o n s u m e r  is entitled to a safe v e h i c l e  and a safe driver, 
and safety r e g u l a t i o n s  are a p r o p e r  p u r v i e w  of government.
But it is the public, not government, w h i c h  is entitled to decide 
w h i c h  service it wishes to p u r c h a s e  from v\iom, and at wh at price.

An o p e r a t o r  who does not p r o v i d e  d e p e n d a b l e  service in a clean 
v e h i c l e  w i t h  a n  a t t i t u d e  of respect toward his p a s s e n g e r s  to 
co mpete w i t h i n  the free m a r k e t p l a c e  will have m u c h  less reason to do 
so u n d e r  the p r o t e c t i o n i s m  of government.

I urge you to look at all the r a m i f i c a t i o n s  of this legislation.

M a r c h  18, 1986

Judy S h u l e r  
Owner/ O o e r  ‘.tor

Like a dream, the forest is within us all, a vast internal landscape of boundless beauty and stillness and joy, waiting to be 
discovered.

John Broome, Perseverance Theatre, Douglas, Alaska



Gab Scam
Even taxis are controlled by Chicago's corrupt political machine. Now pressure 

is building to dismantle the city-supported cab monopoly.

By Daniel John Sobieski

ince Charles 1 or­
dered the licensing 
of hackneys in Lon­
don and Westmin­
ster in 1635, gov­
ernments have tried 
again and again to 
control first hack­

neys, then cabriolets, and today taxis. 
Until recently, almost nothing was quite 

a sure as death, taxes, and cab regula- 
nn.
Perhaps nowhere are the fruits of such 

regulation more obnoxious than in 
Chicago. For more than half a century, 
two interlocking companies have shared 
a near-monopoly over the taxi business in 
the Windy City, limiting the number of 
cabs on the streets, locking out potential 
competitors, and deciding who gets to 
work in the business and who doesn’t. 
But a $320-million antitrust lawsuit could 
change all that by shattering the dom­
inance of the Checker and Yellow fleets 
over Chicago's taxi industry. The result 
could be more cabs on the streets, better 
service for low-income areas, employ­
ment for licensed cab drivers who can't 
now find work, and an opening for new  
companies to enter the market.

It would all be part of a growing nation­
wide trend to deregulate municipal taxi 
businesses. There is already a steadily 
expanding list of cities with at least par­
tial taxi deregulation. It includes all of 
Arizona’s cities and towns; San Diego 
and Santa Barbara, California; Seattle 
and Spokane, Washington; Honolulu; the 
District of Columbia; and Kansas City, 
Missouri, among others. Indeed, a 
survey of 103 American cities found that 
during the past five years, 16 cities have 
substantially relaxed market-entry con­
trols, while 17 substantially relaxed fare 
regulations. This t. end was further stim ­
ulated in 1982 by the Supreme Court’s 
Douldcr decision, which held that cities 
can be sued in some cases on antitrust 
grounds for restraining competition. 
Three Chicago taxi drivers saw the op­
portune to file suit in federal court 
against i..a Checker and Yellow cab com­
panies. They had conspired with the city 
of Chicago, charged the suit, to monopo­
lize the city’s taxi industry via limits on 
the number of taxi licenses.

It is interesting that such a suit should 
be filed in Chicago, partly because the 
modern taxicab industry' got its start 
there. John D. Hertz, best known today

for the car-rental business he also 
started, launched the Yellow Cab Com­
pany in Chicago, and it was the emerging 
taxi industry that prompted the first in­
stallation of traffic lights along Michigan 
Avenue.

Joseph L. Bast of the Heartland In­
stitute has noted that from 1915 to 1930 
the taxicab industry of Chicago flour­
ished in an environment relatively free of 
regulations. The industry earned a 
reputation for professionalism, safety, 
and innovative service. Hertz pioneered 
such developments as telephone dis­
patching, no charges for deadhead 
mileage to or from a pick-up point, 
uniformly low fares, and training pro­
grams for drivers.

Entry into the trade was virtually un­
restricted by local government. Marcus 
Alexis, a Northwestern University eco­
nomics professor and a student of 
Chicago’s taxicab industry, recounts that 
in the 1920s, as more and more Chicago­
ans were able to afford their own cars, 
many simply put "TAXI” signs on the 
sides of their cars and thus entered the 
market as cab drivers. And since no firm 
held a monopoly via licenses, anyone 
who could earn the public’s confidence
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From the start, 
regulation was a 
brilliant ploy of the 
big two cab companies 
working in
collusion with a corrupt 
political machine.

could stay in business.
According to Alexis, the larger cab 

companies were displeased with the 
competition they faced. By the late 
1920s, Yellow and Checker had managed 
to buy out several smaller companies and 
had consolidated dominant positions in 
the Chicago taxicab industry. In 1929, 
using the flimsy pretext of protecting the 
consumer from "price gouging," they 
got the city government to impose entry 
restrictions.

The legal barriers against entry into 
the industry were dropped temporarily in 
1931, but no new licenses were issued 
despite applications. Entry controls were 
reimposed in 1934 by a regulation pro­
viding that licenses would be issued only 
after a showing that they were required 
by the “public convenience and neces­
sity." During this period, Yellow and 
Checker bought out other remaining 
competitors and secured their near­
monopoly. And in 1934, minimum-fare 
controls were imposed by the city to 
eliminate price competition—and make 
taxicab operations more profitable.

Chicago limited the number of licenses 
to 4,108 in 1934, reduced the number to
3,000 in 1937, and then in 1963 per­
manently established a 4,600 ceiling by 
city ordinance. The ordinance formalized 
an agreement personally brokered by the 
late Mayor Richard J. Daley, in which 
Checker and Yellow were guaranteed 80 
percent of them (the language of the or­
dinance froze market shares at 1963 
levels). Later, these licenses were also 
made nontransferable.

Not only do Checker and Yellow nearly 
monopolize the Chicago market, but they 
even have interlocking ownersh’p. 
Checker owns 44 percent of t:.e stock in 
Checker Motor Company, a New York 
corporation that in turn owns all the 
stock in Yellow.

hese two firms' his­
toric dominance of 
the market was 
part of the Chicago 
political structure 
in which clout and 
influence prevailed. 
The system  of the 

regulated and the regulators scratching 
each other’s backs fit in nicely with the 
politics of the Daley machine. But after 
Daley’s death on December 20, 1976, all 
the king’s horses and all the king’s men 
were in disarray.

In an attempt to continue the status 
quo, the machine’s power brokers settled 
on Alderman Michael Bilandic as Daley’s 
successor. Bilandic was selected as act­
ing mayor and subsequently elected to 
fill out Daley’s term on June 7, 1977. He

was from Daley’s historically powerful 
11th Ward and had been schooled in the 
fine art of Chicago politics by Daley 
himself.

Among Bilandic’s first acts as mayor 
was a secret meeting with Checker Taxi 
president Jerry Feldman at Midway Air­
port on June 8, 1977. It was destined to 
change forever the face of Chicago poli­
tics. Jane Byrne would charge that at this 
meeting, Mayor Bilandic approved an 
unwarranted taxi-fare increase as a per­
sonal favor to long-time friends of the 
Democratic machine.

And who was Jane Byrne? At the time, 
she was just another high-level function­
ary of the Democratic machine. Al­
though she was not considered part of 
the inner circle that was calling the shots 
in Chicago when the dust settled after 
Daley’s death, she had always been a 
party loyalist and had risen swiftly 
through the ranks. Ten years before, 
Daley had appointed her commissioner 
of consumer sales, weights, and meas­
ures. And one of his last official acts was 
to pass an ordinance giving her office 
authority over taxi leasing contracts. 
Thus was she present at the Midway Air­
port meeting, details of which arc con­
tained in a now-famous memo (originally 
written for her files, she said later, "to 
protect m yself”).

In the memo, she charged that Bilandic 
"greased” the way for the city council’s 
approval of an II.7-percent fare hike. 
She said that the city's "entire action" in 
granting the fare increase was “fraudu­
lent and conspiratorial.”

As Byrne described the meeting with 
Checker president Jerry Feldman: "The 
Mayor looked at him and said, . .1 can 
call an emergency City Council meeting 
the following week. Oh, we won’t make 
the rate increase the reason for the Coun­

cil meeting. We'll blow up some other 
matter to look important and quietly tack 
the increase on in unfinished business.’ 
He looked at everybody and said, ‘That’s 
how it’s done.’ ”

What Bilandic “negotiated," she said 
later, "was a taxicab fare increase that is 
a soak Chicago, soak the sick, old people 
taking short cab r id e s ., .soak the Loop 
businessm an.. .soak the cab driver." 
She had witnessed, she said, "the shame­
ful spectacle of the mayor of Chicago be­
littling the poor, the uneducated black 
and white driver and advising the taxi 
corporations that as soon as the fare in­
crease went through to raise the [leasing] 
rates on them, which they did."

As a city official, Byrne had earlier 
asked an accounting firm to audit the 
records of Checker and Yellow. The 
firm’s report showed the two companies 
were making huge profits from their 
leasing operations and were in such good 
financial shape as to be undeserving of a 
fare increase. She brought this up at the 
Midway Airport meeting, to no avail.

Always loyal to her mentor, Richard 
Daley, she said later that such secret 
meetings did not occur when Daley was 
mayor. She decided to release her memo 
four months after it was written, in re­
sponse to a demand by one of the alder­
men that the power to regulate cabs be 
taken from Byrne and transferred to 
more-loyal machine supporters.

The controversy heated up. Byrne 
took a lie-detector test, even though such 
tests are notoriously unreliable. The 
testers rated as “ truthful” her answers 
to questions pertaining to the Midway 
meeting and the memo. Byrne was fired 
by Bilandic in November 1977, but she 
got revenge. In 1979, she ran for mayor 
against Bilandic and won a stunning 
upset.
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itMe did anyone 
guess back then 
that the days of the 
regu! 1 taxi in­
dustry in America 
m ight be num ­
bered, but wheels 
we."’' beginning to 

turn. An August 1977 report, prepared 
by the Chicago office of the Federal 
Trade Commission after a four-y>..tr in­
vestigation, called the Checker Motor 
combine a monopoly and urged that it be 
broken up. The report charged that cab 
officials falsely inflated their expenses to 
justify fare increases and conspired in 
making governmental policy decisions 
affecting the entire taxi industry in 
Chicago.

At the local level, Byrne ranted about 
an “evil cabal” of political hacks, but she 
soon learned as mayor to go along to get 
along. It remained for the administration 
of Harold Washington, elected mayor in
1983, to accept the idea of taxicab de­
regulation.

There is a good reascn for the 
Washington administration to work for a 
more open taxi industry: the antitrust 
suit by the cab drivers against the city 
and the two big cab companies, known as 
Campbell v, Chicago. Last year, Washing­
ton’s corporation counsel, James Mont­
gomery, devised a settlement. He pro­
posed that the city would make <100 new 
taxi licenses available in the summer of
1984, another 500 on January 1, 1985, 
and an unlimited number beginning 
January 1, 1986. Moreover, the 1963 or­
dinance that froze market jhares—the 
Daley brainchild—would be voided. In 
exchange for these reforms, he wanted 
the plaintiffs in Campbell to drop the city 
from their litigation (technically, this 
may have left the two cab companies as 
defendants).

It all sounded wonderful. The taxi in­
dustry would be opened up, the cab 
drivers would be victorious, and the 
city’s officials would no longer have the 
specter of a nulti-million-dollar damage 
suit hanging over them. But there was a 
snag—the city council. The proposed set­
tlement required that the council pass an 
enabling ordinance. At this writing, 
however, that ordinance is tightly bottled 
up in the Local Transportation Commit­
tee, chaired by Washington’s arch­
enemy, Alderman VLo Marzullo. And 
because the ordinance will probably go 
nowhere, the Montgomery settlement is 
expected lo come to naught.

Alderman Ed Burke, chair of the coun­
cil’s Finance Committee, argues that the 
proposed ordinance would result in higher 
fares. But Montgomery and Washing­
ton’s Consumer Services commissioner,

Jesse Madison, counter that fares will be 
reduced through competition by opening 
the marketplace to more independent 
operators.

Checker president Jerry Feldman, 
whose grip on a market that handles an 
estimated 60 million riders yearly is 
threatened, contends that deregulation 
would flood Chicago streets with unqual­
ified drivers. But records in the city 
Department of Consumer Services show 
that 9,434 men and women were cer­
tified in 1983 alone to drive taxis in 
Chicago—more than double the number 
of available license medallions.

A driver who doesn’t own a medallion 
currently has two options. He may lease 
a cab and medallion on a daily or weekly 
basis from one of the major companies, 
paying $55-$58 a day for the vehicle, 
medallion, and insurance. Gas is extra. 
Or he may lease only the medallion on a 
weekly basis and drive his own car. In 
that case, the title to his car must remain 
in the name of Checker or Yellow, yet he 
must pay his own maintenance bills.

Drivers pay anywhere from $165 to 
$187 a week for the right to use the 
medallion, for which the cab companies 
pay the city only $200 a year. And indica­
tion of the market value of the medallions 
came in 1982, when Yellow and Checker 
sold 18 of their licenses to independent 
drivers for more than $13,000 each. The 
companies also received more than $1 
million worth of bids on 80 other 
medallions before the city council pro­
hibited further sales.

Few taxi drivers can afford to pay 
$13,000 for a medallion, even if the ma­
jor companies would and could sell. 
Studies have shown that most taxi 
drivers in Chicago make less than 
$10,000 a year after expenses. Most of 
them work 12 hours a day, six or seven 
days a week. That means that on the 
average, they end up earning less than 
the minimum wage.

The same laws that indirectly exact 
such a heavy price from the average taxi 
driver are at the same time artificially 
protecting the taxi companies already in 
the field and long ago destroyed the com­
petition that previously determined the 
optimum number of cabs in Chicago. 
Moreover, by fixing rates and otherwise 
legislating matters previously left to in­
dividual firms, the regulations virtually 
remove any incentive for companies io 
improve the quality of their service.

hould the taxi in­
dustry in Chicago 
be opened up to 
competition? Mar­
cu s  A le x is  of 
Northwestern Uni­
versity, who served 
on the federal gov­

ernment’s Interstate Commerce Com­
mission for three years, is convinced that 
it should.

Deregulation, he notes, would open up 
the number of licenses, thus reducing 
their cost. “People who like to be entre­
preneurs in the industry would be able to 
do so at a reasonable cost.” The effect 
for consumers? “The experience of other 
c it ie s ...h a s  been that the effect is to 
provide more cab services for those who 
use them.”

Alexis agrees with estimates made by 
Consumer Services commissioner Jesse 
Madison that a free market would raise 
the number of taxis in Chicago by 40 per­
cent, Chicago currently has one cab for 
every 653 people. In a study sponsored 
by the Federal Trade Commission and 
released in May 1984, it was noted that 
an open-entry city such as Atlanta had 
nearly 3.5 times the number of cabs per
1,000 population as a restricted-entry 
city such as San Francisco. The average 
fare in Atlanta was a full dollar less for a 
three-mile trip.

In addition, Alexis notes, increasing

Although ordinances 
require that “every 
taxi be operated 
regularly,” reporters 
found a daily average of 
65S idle cabs.
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he number of cabs would increase their 
availability in low-income areas, which 
traditionally have poor service in cities 
such as Chicago. The study by the rrc  
supports the contention that poorer 
neighborhoods are hit hardest by the 
shortage of cabs. “Restrictions on the 
total number of firms and vehicles,” it 
concluded, "impose a disproportionate 
burden on low-income people.”

In Chicago, city-imposed limits on the 
number of cabs has meant that the rela­
tively few taxis that are on the streets are 
found disproportionately in the affluent 
Near North Side, the Loop business 
district, and O’Hare International Air­
port, while vast areas of the poorer West 
Side and South Side are underscrved or 
not served at all by taxis. And because 
Checker and Yellow are protected from 
competition, they need not worry about 
operating their full fleet so that they can 
serve the entire city adequately.

On the contrary, a scandalously large 
number uf taxi' ettiaih idle in company

lots across Chicago. In a four-day period 
last year, lor instance, Chicago Tribune 
reporters found a daily average of 652 
licensed cabs sitting idle at eight storage 
lots run by Yellow and Checker.

City ordinances require that “every 
taxi be operated regularly" to ensure 
public convenience. Failure to do so is 
supposed to result in revocation of a taxi 
medallion. "But we have ' '  prove that 
the cabs were not used for 10 con­
secutive days for us to be able to take any 
action," says Chris Kelly, of the city’s 
Department of Consumer Services.

Checker president Feldman claimed 
recently that only four percent of the 
company’s fleet is idle daily, with 
another seven percent down for mainte­
nance. Hs said the idle cabs discovered 
by the Triounc reporters may have been 
old vehicles kept for parts. When he was 
told they had medallions, Feldman said a 
lack of drivers may have kept them off 
the streets. But, as we have seen, there is 
no shortage of drivers.

he arguments regu­
larly used by op­
ponents of taxi de­
regulation in Chi­
cago are under­
mined by the ex­
perience of other 
cities like Washing­

ton, D.C. In his book The Stale against 
Blacks, economist Walter Williams dis­
cussed the effects of an unencumbered 
taxi market there.

"The free market in Washington pro­
duces benefits for a large group of peo­
ple," he noted. “First it produces 
business ownership or work opportuni­
ties for many semi-skilled workers, Cu- 
lege students and others wishing to sup­
plement their regular earnings. It pro­
vides higher quality services to con­
sumers at lower prices. It also refutes the 
disorderly market, ’dog-eat-dog,’ and 
congestion types of arguments used as 
justification for strict regulation in other 
cities.”
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Local restrictions on 
the taxi market 
“impose a 
disproportionate 
burden on low-income 
people,“ FTC 
investigators charged.

He notes that Washington, D.C., has 
the largest number of taxis per 1,000 
population, which suggests that Wash­
ington taxi riders not only receive higher- 
quality service but that they get it at 
prices that are among the lowest in the 
nation, 'n 1976, his data show, Washing­
ton had 12 taxis per 1,000 population, 
compare i  to 2.5 in New York and 1.5 in 
Chicago.

With open entry, the Washington taxi 
industry consists of mostly self-employed 
people who work and conduct their busi­
ness as they see fit. It is estimated that at 
least 50 percent of the tari owners are 
part-time operators who vork around 
their regular non-taxi en.pnym ent. In 
addition, a number of taxi owners lease 
their vehicles to other individuals on 
either a full- or part-time basis.

Williams noted that as of 1979, there 
were about 8,400 taxi vehicles that oper­
ated in the District of Columbia, 90 per­
cent of them owner-operated and 75 per­
cent minority-owned. And according to a 
report by the House Committee on the 
District of Columbia, the results have 
been good.

“ Passengers get a better and safer ride 
because of the driver's personal interest 
in his own taxicab," it pointed out. "This 
is not true in other large cities where 
meters are required and the operation of 
the taxi system is controlled by fleets. 
Because he is an independent business­
m a n ...  the owner-operator has better 
equipment and exercises greater care 
than a driver who is not an owner. It is 
the independent cab drivers in Washing- 
t  n, D.C., who have given the city the 
best taxi service of any city m the United 
States."

Best or not, it is certainly better than 
service under the taxi monopolies preva­
lent elsewhere. Other cities can testify to 
that a3 well. One is San Diego, where the 
ceiling on the number of taxi permits was

removed in 1979 and the city began issu­
ing a fixed number of additional licenses 
each month. Regulations that controlled 
the fare structure were replaced by a fare 
ceiling so high that it was of little impor­
tance for most firms, who were freely 
discounting and bargaining on fares.

The Federal Trade Commission study 
last year noted that between 1979 and 
1983, the number c r licensed cabs in San 
Diego more than douuieu, jumping from 
409 to 915; the number of companies in­
creased from 68 to 310; and the market 
share held by the largest firm fell from 68 
percent to 31 percent. Average response 
time for radio-dispatched cabs fell from 
10 minutes in 1978 to 8 minutes in 1980. 
The percentage of taxi riders who rated 
taxi service good or excellent increased 
from 75 percent (residents) and 86 per­
cent (visitors) to 82 and 92 percent re­
spectively between 1978 and 1980.

Another benefit of deregulation has 
been reported by Barbara Lupro of the 
c ity ’s Paratransit A dm inistration . 
Average insurance rates for cabs have 
plummeted to about 20 percent below  
the national average, from more than 
$2,000 annually before deregulation to 
about $1,400 today—this despite the fact 
that San Diego requires significantly 
more insurance coverage for its cabs 
than most other American cities require 
for theirs.

Undoubtedly the lower rates are partly 
because of better auto maintenance and 
owner care spawned by competition. 
Probably, they are due partly also to the 
risk being more widely distributed. In 
any case, the San Diego experience 
belies a common antideregulation argu­
ment—that insurance would be unavail­
able or prohibitively expensive undei 
decontrolled entry.

Of 103 cities the FTC studied from 1979 
to 1984, 24 made major changes in their 
entry and fare regulations, with 16 relax­

ing entry restrictions, 17 relaxing fare 
restrictions, and some doing both. Some 
that have not joined the trend toward 
transportation deregulation, such as 
Minneapolis and New Orleans, have 
been faced with f t c  lawsuits based on 
the Boulder doctrine—for good reason.

As the FTC  study summarizes: "Ex­
perience with open entry and fare com­
p etitio n .. .has generally been favor­
able The favorable aspects of open
en try .. . include increases in the number 
of taxi firms and decreases in the market 
share of the larges^ firms, increases in 
the number of hours of cab service, 
reductions in fares and response times, 
and reductions in the amount of time city 
councils devote to licensing and fare set­
ting."

In i' '.tigati< against Minneapolis
and New Orh (he f t c  said that if
these cities "did . have the challenged 
regulations, consumers would have more 
taxi service at less cost and with less 
waiting time." Timothy Muris, director 
of the FTC's Bureau of Competition, has 
quoted government estimates that tax­
icab deregulation nationwide would save 
consumers $790 million annually and 
create 38,000 new jobs.

Part of the mythology of government 
regulation is that it protects the average 
person—the consumer, the worker, the 
minority-group member who would not 
otherwise be able to fend off the depreda­
tions of the "big boys." Yet the entire 
history of taxi regulation in Chicago fur­
nishes a powerful example of the falsity 
of this myth. From the start, regulation 
was a brilliant ploy of the big two cab 
companies (working in collusion with one 
of the most corrupt political machines in 
the country) who didn't want to be 
bothered with a free market. And the 
record is clear about who pays the price: 
taxi riders who pay inflated fares; the 
com panies' own em ployees, whose 
wages are artificially depressed; blacks 
and Latinos living in the neighborhoods 
where legal taxi service is very rare; and 
out-of-luck entrepreneurs, often minori­
ties themselves, who cannot afford to put 
up the money to buy a high-priced taxi 
license.

Perhaps the Campbell litigation or the 
Montgomery proposal, or even some 
combination of the two, will eventually 
break the monopoly. And if that hap­
pens, Chicagoans will learn what San 
Diegans and Washingtonians and resi­
dents of a score of other cities have 
learned: it’s the free market, not regula­
tion, that really gives the little guy a 
fighting chance. 51

Daniel John Sabicski is a Chicago-based free­lance tenter.
M a r c h 1 9 8 5 / R eason 4 1
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SUBJECT:

TO:

FROM:

Municipal regul ation of passenger vehicles 
(Work Order No. 14-H376)

Representative  Johne Binkley

Michael F. F o r d / 7 
Legislative Counsel

The attached draft has be en changed to allow municipal r e g u­
lation of "other passenger vehicles" as well as taxicabs and 
limousines, and a n e w  subsection has been added to prohibit 
municipa lities from regulating the rates charged hy tour 
operators for tour or sight seeing services. As " m u n i c i p a l­
ity" means home rule or general law city, home rule or g e n­
eral law borough, or a unified municipality, the bill woul d 
apply to each of these political subdivisicas of the state. 
However, in order to apply Sec. 29.35.142 (b) to heme rule 
and general law municipalities, it was neces sary to add s e c­
tion 1, AS 29.35.142 (c), to the draft.

Concerning the effect of the bill on citi.is w i t h i n  boroughs, 
unuer AS 29.35.250 if a borough adopts an areawide 
ordinance, the city could not exercise the same power unless 
provided for in the borough ordinance. As suming the borough 
has not adopted an ordinance, the city could exercise any 
power not otherwise prohibited by law.

M F F :mkr 
m4/027

Enclosure



Ford
3/20/86

Original sponsor: Binkley

IN THE HOUSE BY THE J U D I C I A R Y  COMMITT EE

CS FOR H OUSE BILL NO. 376 (Judiciary)

IN THE L E G I S L A T U R E  OF THE STATE OF A LASKA 

F OURT EENTH L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act  r e l a t i n g  to m u n i c i p a l  re gula t i o n  of taxicabs,

limousines, ar.d other p a s s e n g e r  vehicles for hire."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is a m ended by a dding a n e w  p a r a g r a p h  to read:

(47) AS 2 9 . 3 5 . 1 A 2 (regulation of p a s s e n g e r  vehicles)

* Sec. 2. AS 29.35 is amended b y  adding a n e w  section to read:

Sec. 29.35.142. R E G U L A T I O N  OF VEHICLES FOR HIRE. (a) A m u n i c­

ipality m a y  license , control, regulate, and establish standards for 

the safe operation of taxicabs, limousines, or other p a s s e n g e r  v e h i­

cles for hi re w i thin the bound a r i e s  of the m u n i c i p a l i t y  and r a y  fix, 

establish, and change rates charged for the service. The m u n i c i p a l i t y  

m a y  set public interest standards and base d upon these standards may 

regulate entry into the busi ness of p r o v i d i n g  taxicabs, limousines, or 

other p a s s e n g e r  vehicles for hire.

(b) N o t w i t h s t a n d i n g  (a) of this section, a m u n i c i p a l i t y  m a y  not 

control, regulate, fix, or e s t a b l i s h  the rates char ged for tour or 

s ights e e i n g  services p r o v i d e d  by a taxicab, limousine, or other  p a s­

senger v e h i c l e  for hire.

(c) This section applies  to ho me rule and general law m u n i c i p a l­

ities .

- 1 - C S H B  3 7 6 (Jud)



O f f e r e d :  2 / 5 / 8 6
R e f e r r e d :  J u d i c i a r y

©  O r i g i n a l  spons o r :  B i n k l e y

B Y  T H E  C O M M U N I T Y  A N D  R E G I O N A L
1 IN T H E  H O U S E  A F F A I R S  COM..ITTEE

2 CS F O R  H O U S E  B I L L  NO. 376 (C&Ra )

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

A F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  Act r e l a t i n g  to m u n i c i p a l  r e g u l a t i o n  of  p a s s e n g e r

7 v e h i c l e s  for hire; a n d  p r o v i d i n g  f or an  e f f e c t i v e

8 d a t e . "

9 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A :

10 * S e c t i o n  1. AS 2 9 . 3 5  is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

11 Sec. 2 9 . 3 5 . 1 A 2 .  R E G U L A T I O N  O F  V E H I C L E S  F O R  HIRE. A  m u n i c i p a l i t y

12 m a y  l i c ense, c o n trol, r e g u l a t e ,  a u d  e s t a b l i s h  s t a n d a r d s  l or the saf e

13 o p e r a t i o n  of t a x i cabs, l i m o u s i n e s ,  or o t h e r  p a s s e n g e r  v e h i c l e s  for

IA h i r e  w i t h i n  the b o u n d a r i e s  of the m u n i c i p a l i t y  a nd m a y  fix, e s t a b l i s h ,

15 a nd c h a n g e  r a tes c h a r g e d  f or the s e r v i c e .  T h e  m u n i c i p a l i t y  m a y  sec

16 p u b l i c  i n t e r e s t  s t a n d a r d s  a nd b a s e d  u p o n  t h e s e  s t a n d a r d s  m a y  r e g u l a t e

17 e n t r y  i n t o  the b u s i n e s s  of p r o v i d i n g  t a x i c a b s ,  l i m o u s i n e s ,  or  o t h e r

18 p a s s e n g e r  v e h i c l e s  for hire.

19 * Sec. 2. T h i s  Act t a kes e f f e c t  M a r c h  1, 1987.

-1- CSHB 3 7 6 (C&RA)
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I n t r o d u c e d :  4 / 1 2 / 8 5
R e f e r r e d :  T r a n s p o r t a t i o n  a nd
J u d i c i a r y

IN T H E  H O U S E  BY  B I N K L E Y

H O U S E  B I L L  NO. 376 

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F or an  A c t  e n t i t l e d :  "An A ct r e l a t i n g  to m u n i c i p a l  r e g u l a t i o n  of v e h i c l e s

f o r  h i r e . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  2 9 . 4 8 . 0 3 5  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to 

read:

(d) A  m u n i c i p a l i t y  m a y  license, c o n t r o l ,  a nd r e g u l a t e  t a x i c a b s , 

l i m o u s i n e s  or  o t h e r  v e h i c l e s  f or h i r e  tha t  are o p e r a t e d  w i t h i n  the 

b o u n d a r i e s  of the m u n i c i p a l i t y  and m a y  fix, e s t a b l i s h ,  a n d  c h a n g e  the 

r a tes c h a r g e d  f or the s e r vice. B a s e d  o n  th e  m u n i c i p a l i t y ' s  d e t e r m i n a­

ti o n  of n e e d  fo r  the se r v i c e s ,  the m u n i c i p a l i t y  m a y  r e g u l a t e  e n t r y  

int o  the b u s i n e s s  of p r o v i d i n g  ta x i c a b s ,  l i m o u s i n e s ,  or  o t h e r  v e h i c l e s  

for hire.

-1- HB 376
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POUCHY ■ STATE CAPITOL 

JUNEm U. ALASKA 99811 

907-465-3800

M E M O R A N D U M  M a r c h  17, 1986

SUBJECT:

TO:

FROM:

M u n i c i p a l  r egula t i o n  of taxis and limousines 
CSHB 3 7 6 (Jud)

R e p r esentative Johne Binkley

M i c h a e l  F. F o r d ( '  s 
Legisl a t i v e  Counsel

A t t a c h e d  is a w o r k  draft CS for HB 376(Jud), that 
speci f i c a l l y  allows m u n i c i p a l  regula t i o n  of taxis and 
limousines. I have  eliminated the effective date from this 
draft, b e c a u s e  I have determined that the bill w o u l d  not be 
af f ec ted b y  the initiative enacted in 1985 that repealed the 
A l a s k a  T r a n s p o r t a t i o n  Commission.

MF F : m k r  
m4/007

Enclosure
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Ford
3/17/86

Or i g i n a l  sponsor: Binkley

IN THE H O U S E  BY THE J U D I C I A R Y  COMMITTEE

CS FOR HOUSE B I L L  NO. 376 (Judiciary)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

FO U R T E E N T H  L E G I S L A T U R E  - SECOND SESSIO N

A BILL

For an Act entitled: "An Act r e l a t i n g  to m u n i c i p a l  r e g u l a t i o n  of pa ssenger

ve h ic les for hire ."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e ction 1. AS 29.35 is amend ed by adding a n e w  section to read:

Sec. 29.35.142. R E G U L A T I O N  OF V E H ICLES F O R  HIRE. A  m u n i c i p a l i t y  

m a y  license, control, regulate, and establi sh standards for the safe 

o p e r a t i o n  of taxicabs or limousines for hire w i t h i n  the b o u n d a r i e s  of 

the m u n i c i p a l i t y  and m a y  fix, establish, and change rates charged for 

the service. The m u n i c i p a l i t y  m a y  set public interest standards and 

b a s e d  upon these standards m a y  r e g ulate entry into the b u s iness of 

pr o v i d i n g  taxicabs or limousines for hire.

-1- C S H B  3 7 6 (Jud)



R EPLY  TO:

S3 1031 W 4th A VENUE 
SUITE 200
ANCHORAGE. ALASKA  99501 
PHONE: (9071 276-3550

□  1st NATIONAL CENTER  
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE: (9071 452-1568

□  POUCH K ■ STATE CAPITOL 
JUNEAU, ALASKA  99811 
PHONE: (9071 465-3600

BILL SHEFFIELD, GOVERNOR

The H o n o rable Johne Binkley
Representative
Pouch V
Juneau, A K  99811

Re: House Bill ?76

Dear Repres e n t a t i v e  Binkley:

A t t o r n e y  General Gorsuch has r e f erre d your letter of 
April 17, 1985 to this section for comment.

fhe proposed legislation w o u l d  not change the existing 
•municipal exemption from antitrust liability as regards taxicab 
regulation. AS 29.48.035 gives municip alities auth ority to 
"regulate ... vehicle ... traffic, and licensing and operation of 
motor v e h i c l e s "  [AS 29.48.035(a)(1)], to "regulate ... licensing 
of drivers of taxicabs, for-hire automobiles, motor buses, or 
other v e h i c l e s  for the transportation of passengers" [AS 29.48.- 
035(a)(2)], and to "regulate ... transport ation fares" [AS 25.- 
48.035(a)(4)]. This b roa d grant of authori ty w o u l d  seem to cover 
all aspects of the taxicab industry. House Bill 376 does not 
appear to either add to or suhtract from this authority, although 
itsttts out the authority somewhat more cogently than present 
law. v

Because the present law grants municipalities such 
broad authority, the m u n i c ipali ties are exempt from both state 
and federa l antitrust liability* P arke r v. B r o w n , 317 lr. S. 341 
(1943); Golden State Tran sport v. TTIty of Los A n g e l e s , 726 F.2d 
1430 (9th Cir. 1984). House Bill 376 w o u l d  not affect the e x e m p­
tion. C o m m i s s i o n e r  John Pugh, Department of Health and Social 
Services, r e c ently requested our o p in ion about an analogous 
situation involving m u n i cipal regulation of a mbulance s e r v i c e s . 
A  copy of our opinion  is attached for your information.

The A n c h orage price-fixing case you m e n t i o n  did not 
involve a pplica tion of the municipal antitrust exemption. 
Anchorage ordinances allow private taxicab companies to set w h a t­
ever fares they choose. u £  to a m a x i m u m  charge. Two competing

0 3 . C 5 L H
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The Honorable John Binkley 
House Bill 376

April 2k ,  1985 
Page 2

taxicab companies, it was alleged, got together and agreed to 
charge the m a x i m u m  fare, and no l o w e r . This flew directly in the 
face of the ordinance, w h i c K  was intended to promote fare c o m p e t i­
tion in the A n c h orage taxicab industry. The companies w e r e  not 
"expressly required" by Ancho rage ordinance to fix prices, and 
thus their private activity could be chall e n g e d  und er the a n t i­
trust l a w s . AS 4 5 . 5 0 . 5 7 2 ( g ) . The m u n i c i p a l i t y  was not involved 
in this price-fixing, and thus the m u n i c i p a l  e xemption did not 
apply.

W e  do not have any specific infor m a t i o n  concerning how
municipal r e g u l a t i o n  of taxicabs has b e e n  beneficial or d e t r i­
mental to consumers. As y o u  are p r o babl y aware, this has been 
the subject of m u c h  debate in the A n c h o r a g e  A s s e m b l y  over the 
last year. A s s e m b l y m a n  John W o o d  has v e r y  strong opinions on the 
subject, a n d  m a y  be better able to assist y o u  in this regard.

Please  feel free to call if you have any questions, or' 
if I can be of any further assistance in this matter.

R D M :and 

Enclosure

cc: Art Peterson,
A s s i s t a n t  A t t o r n e y  General 
J uneau

Sincerely yours

NORMAN C. GORSUCH 
• ATTORNEY G E NERAL

B y :
R i c h a r d  D . M o n kman 
A s s i stant A t t o r n e y  General 
A n t i t r u s t  Section



U N IV E R SITY  OF W A S H IN G T O N
SEATTLE. WASHINGTON' 9M 95

Graauate School of Public Affairs. D P -30 April 18, 1985

Rep. John E. Binkley 
Pouch V

Juneau, Alaska 99811

Dear Representative Binkley:

This is in response to your request for information concerning the advisability 
of municipal regulation of taxis. I enclose a copy of an article of mine that 
recently appeared in Regulation magazine, published by the American Enterprise 
Institute, and an editorial of mine that appeared in February In the Post 
Intelligencer.

'

One justification for state enabling legislation is that taxis ar° a local 
matter with at least an arguable need for regulation and that therefore these 
basic decisions to regulate or not, and the form of the regulation, are best 
left to lacal control.

My experience suggests, however, that the state may be able to give some 
guidance to municipalities in the form regulation might take.

It is useful at the outset to distinguish safety and quality regulation from 
price and entry regulation. Most municipalities regulate through inspectior 

or other previsions, the safety of cabs. Many have insurance requirements 
and bonding requirements. Some municipalities also require drivers to pay 
taxs ensuring knowledgeable drivers. There is little disagreement with the 
proposition that municipalities should ha free to pass these sorts of quality 
and safety regulations as they deem proper.

The controversy concerns entry and price regulations. In communities where 
there is a reasonably high proporcion of radio dispatch calls for cabs, as 
opposed to customers gained through crusing taxis, neither minimum fare 
regulations nor entry restrictions are desirable on economic grounds. This 
is because competition works well in the radio dispatched market to hold 
fares down and to provide the proper amount of cabs. My recommendation 
based on examining the experience in other cities is that in this situation 
all that is needed is a price ceiling.

Unfortunately, taxis are usually a better organized political force than 
consumers at the municipal level. And many municipal*3 set minimum rather 
than maximum fares and regulate entry —  at the expense of taxi customers.

Thus, from my perspective it would be nice if the state could encourage

M2 5 3 Smith I Telephone: (20b) 343-4920



April 18, 1985 
Rep. John E. Binkley 

page 2

municipalities to set a fare ceiling and not set minimum fares or limit 

entry, where this is inappropriate.

If I may be of further service let me know.

Sincerely,

6 JGlJj -
Richard 0. Zerbe, Jr.
Professor

ROZ:kk



F E D E R A L  T R A D E  C O M M I S S I O N

Seattle Regional Office 
2S06 Federal Building 
915 Second Avenue 
Seattle. W ashington 98174
(206)442-1656 F e b r u a r y  11, 1985

A s s e m b l y m a n  J o h n  W o o d 
4757 B u s i n e s s  Park  Blvd.
A nchorage, A l a s k a  99503

Dear A s s e m b l y m a n  Wood:

As you requested, we are s e nd ing you i n f o r m a t i o n  on recent 
C o m m i s s i o n  a c t i v i t y  c o n c e r n i n g  taxicab regul a t i o n  along w i t h  our 
views on your p r o p o s e d  o r d i n a n c e  A O  #84-251. The o r d i n a n c e  would 
p r ovi de for the issuance of an increase of 25 new taxicab p e rmits 
or a 25 p e r c e n t  increase in the total number of p e rmi ts each 
year, w h i c h e v e r  is greater. I u nderstand that two a l t e r n a t i v e  
o r d i n a n c e  p r o v i s i o n s  also are b eing c o n s i d e r e d  c a l l i n g  for (1) a 
10% annual i n c rease in p e r m i t s  or (2) hearings upon a p p l i c a t i o n  
for one or m o r e  new p e r m i t s  to d e t e r m i n e  the p ubli c c o n v e n i e n c e  
and n e c e s s i t y  of new p e r mits.  W e  are g r a t e f u l  for this o p p o r­
tuni t y  to p r e s e n t  our views and hope they will be of a s s i s t a n c e  
to the A s s e m b l y  in its c o n s i d e r a t i o n  of this legislation.

This letter r e p r e s e n t s  the views of the S e att le R e g i o n a l  
O f fic e and the B u r e a u s  of Compet i t i o n ,  Economics, and C o n s u m e r  
P r o t e c t i o n  of the F e d e r a l  T r a d e  Commi ssion. The views e x p r e s s e d  
here are not n e c e s s a r i l y  those of the C o m m i s s i o n  or of any 
i n d i v i d u a l  C o m m i s s i o n e r ,  although  the C o m m i s s i o n  has a u t h o r i z e d  
the p r e s e n t a t i o n  of these views.

As you m a y  know, the F e d e r a l  Trade C o m m i s s i o n  staff has had 
an i n t erest in the c o m p e t i t i v e  effects of taxica b r e g u l a t i o n  for 
some time. As long ago as 1978 the Seattle R e g i o n a l  O f f i c e  
s u b m i t t e d  c o m m ents in s u p p o r t  of the d e r e g u l a t i o n  of t a x icabs in 
that city. M o r e  r e c e n t l y  the C o m m i s s i o n  staff has s u b m i t t e d  its 
views on l e g i s l a t i o n  r e l a t i n g  to taxi cab r e g u l a t i o n  to the c i t y  
g o v e r n m e n t s  of Seattle, Chicag o, San F rancisco, and the D i s t r i c t  
of C o l u m b i a  as well as to the C o l o r a d o  State legislature. Such 
c o m ments are c o n s i s t e n t  w i t h  the C o m m i s s i o n ' s  dual goals of 
p r o m o t i n g  c o m p e t i t i o n  and p r o t e c t i n g  consumers.

In 1984 the C o m m i s s i o n  issued c o m p l a i n t s 1 a g ainst the 
m u n i c i p a l  g o v e r n m e n t s  of M i n n e a p o l i s  and N e w  Orleans for e n g a g i n g  
in r e g u l a t o r y  a c t i v i t i e s  that had the e f f e c t  of l i m iti ng the 
number of t a x i c a b  licenses, i ncreas ing fares, and e l i m i n a t i n g

1 The C o m m i s s i o n  vote on issuing these c o m p l a i n t s  was 3-2, with 
C o m m i s s i o n e r s  B a i l e y  and P e r t s c h u k  dis senting.
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competition. The c o m p l a i n t s  indicated that the C o m m i s s i o n  had 
reason to b e l ieve that the two cities, in c o n c e r t  with local cab 
companies, had v i o l a t e d  the antitrust laws, by r e s t r i c t i n g  e n t r y  
into the m a r k e t  w i t h o u t  having been s u f f i c i e n t l y  a u t h o r i z e d  to do 
so by the state legis lature. The state of L o u i s i a n a  later p a s s e d  
a law p e r m i t t i n g  its cities to regulate taxicab e n t r y  and 
fares. On the other hand, M i n n e a p o l i s  joined those c it ies that 
have c hos en to p e r m i t  mor e com pet i t i o n  among taxicabs by amend i n g  
its o r d i n a n c e  to p e r m i t  m o r e  entry.

At the same time the C o m m i s s i o n  issued these complaints, it 
also released a 1 7 6 - p a g e  report entitled "An E c o n o m i c  A n a l y s i s  of 
Tax cab R e g u l a t i o n "  by its B u r e a u  of Economics. The p r i n c i p a l  
conclu s i o n  of this study is that no p ersuasiv e e c o n o m i c  r a t i o n a l e  
exists for r e s t r i c t i o n s  on the total number of taxicabs. The 
study found that such restr ictions waste resources, h a r m  
consumers, and impose a d i s p r o p o r t i o n a t e  burden on low income 
people. By contrast, the report supports in p r i n c i p l e  other 
kinds of t a x i c a b  r e g ulations dealin g with v e h i c l e  s a f e t y  and 
l i a b i l i t y  insurance. I un derstand that you a l r e a d y  have a c o p y  
of the B u r e a u  of E c o n o m i c s  report.

The c o n c l u s i o n s  of the C o m m i s s i o n ' s  Bureau of E c o n o m i c s  
study are not unique. Another  recent study, c o m m i s s i o n e d  by the 
U.S. D e p a r t m e n t  of T r a n s p o r t a t i o n ,  concluded that the c o m b i n a t i o n  
of restraints on e n t r y  of new cabs and regu l a t i o n s  p r e v e n t i n g  
fare d i s c o u n t i n g  cost c o n s u m e r s  nearly $800 m i l l i o n  a n n u a l l y  and 
the loss of 38,000 jobs in the taxi industry. A n c h o r a g e  r e c e n t l y  
b egan to allow fare competition.  Enactment of the p r o p o s e d  
ordin a n c e  w ill lift e n t r y  restrictions and is likely to further 
benefit c o n s u m e r s  and s u p p liers of taxicab services in A nchor age.

C i t i z e n s  of Seattle, W a s h i n g t o n  have been e n j o y i n g  the 
benefits of d e r e g u l a t i o n  since 1978. During that time, over 200 
new jobs f'-r cab driv ers have been created. W a i t i n g  times for 
cabs have d r o p p e d  with the greater number of cabs available.
Fares have risen more slowly than transit prices generally. Taxi 
fares in Seattle are c u r r e n t l y  a p p rox imately 10-15 p e r c e n t  lower 
than what we e s t i m a t e  they w o u l d  have been under c o n t i n u e d  
regulation. D e s p i t e  effor ts to reinforce entry and fare 
regulations, the c i t y  of S e a t t l e  has thus far r e j ected p r o p o s a l s  
to r eestab lish such regulations. Other cities that have 
henefitted from r e f o r m  of taxi cab regulations to p ermit m o r e  
entry include M i l w a u k e e  and Madison, W isconsin; J a c k s o n v i l l e ,  
Florida; Spokane, Wa shin g t o n ;  San Diego, Oakland, Berxtley, and 
Sacramento, C a l i f o r n i a ;  and P h oeni x and Tucson, A rizona.

Zerbe, S e a t t l e  Taxis; D e r e g u l a t i o n  Hits a P o t h o l e , 
Regulation, Nov./Dec. 1983 at 43.
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An a d d i t i o n a l  p r o b l e m  with restricted e n t r y  is that it 
affects most those c o n s u m e r s  who are most d e p e n d e n t  on cab s for 
tr a n s portation and the p r o c u r e m e n t  of n e c ess ities: the
handicapped, the poor, and the elderly. The m e m b e r s  of those 
groups spend a larger p r o p o r t i o n  of their i n c omes on taxi rides 
than do other s e g ments of the population. A  r ecent study in 
Seattle in dicated that such f i nan cially d i s a d v a n t a g e d  c o n s u m e r s  
m a k e  up 25 p e r c e n t  of total taxic ab ridership.

Who gains from e n t r y  limitat ions like A n c h o r a g e ' s ?  The 
princ i p a l  b e n e f i c i a r i e s  of m a i n t a i n i n g  the c u r r e n t  s y s t e m  are the 
current holders of t a x ica b permits. L i m i t a t i o n s  on the number of 
permits enables the h o l ders of these taxicab p e r m i t s  to earn 
s u p r a c o m p e t i t i v e  pro fits. For example, we u n d e r s t a n d  that the 
C i t y  of A n c h o r a g e  c h a r g e s  $750 per year for a permit. O w n e r s  of 
those permits t y p i c a l l y  resell them for as m u c h  as 345,000. To 
cover such a high a c q u i s i t i o n  cost, the p e r m i t  holder w o u l d  have 
to c o l l e c t  $12.50 a day from the cab driver u s i n g  the p e r m i t . ^
In other words, it w o u l d  take mo re than a d r i v e r ' s  first fare (on 
average) to pay this s u p r a c o m p e t i t i v e  profit. This  is in 
addition to the cost of p u r c h a s i n g  or leasing a cab, the c o s t  of 
gasoline and insurance, or a take home wage for the driver. This 
daily expense does not go to cover any of the real costs of 
providing service, nor is it a tax to m a i n t a i n  the streets. It 
is simply a cash t r a nsfer from consu mers to p e r m i t  holders.

Propon e n t s  of r e s t r i c t e d  entry t y p i c a l l y  argue that w i t h o u t  
e ntry r e s trictions there will be "too many" taxis. T h e y  argue 
that cab fares will i n c reas e and the q u a l i t y  of cabs, d r i v e r s  and 
service will decrease. However, the VcVue of a p e r m i t  d e m o n­
strates c o n c l u s i v e l y  that there are too few cabs. D e r e g u l a t i o n  
does not mean l e t ting  anyone pat any jo ik v e h i c l e  r e g a r d l e s s  of 
its c o n d ition  on the road. There is nothing in the c o n c e p t  of 
free entry to p r e v e n t  A n c h o r a g e  from m a i n t a i n i n g  r e a s o n a b l e  
le v e l s  of s a f e t y  and q u a l i t y  in the city's t a x i c a b  fleet and 
establ i s h i n g  r e a s o n a b l e  skill and knowledge r e q u i r e m e n t s  for

At an a n n u a l  interes t rate of 10%, $45, 000 r e p r e s e n t s  the 
capit a l i z e d  valu e of a p e r p e t u a l  s tream of p r o f i t s  of $4,500 
per year. For a c a b  in o p e r a t i o n  360 d a y s  each year, $12.50 
must be c o l l e c t e d  each day to equal $ 4,5 00 in one year.

The A l a s k a  A t t o r n e y  G e n e r a l ' s  office e s t i m a t e s  the average 
taxi fare to be a b o u t  $10. A n c h o r a g e  T i m e s , A-l, 12 
(January 23, 1985).
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d r i v e r s . 5 O p e n  e nt r y means, rather, g i vi n g li censees wh o  are 
q u a l i f i e d  the c hance to c o m p e te  and givi n g c o ns u me r s lower fares.

O p e n  en t ry  does not n e c e s s a r i l y  m e a n  that new taxi ca bs  wi ll  
s i m p l y  ch ar ge  the m a x i m u m  fares now al lo we d by Anc horage.  The 
ac tu al  fare wi l l  be set by c o m p e t i t i v e  forces. Ch ec k er  and 
Y e l l o w  C a b T 1 rec en t e x p e r i e n c e  of tryi ng  to charge  $2.00 per m i l e  
w h e n  rival A l a s k a  Cab was c h a r g i n g  $1.40 per mil e ill us t ra t es  
this e f f e c t . 6 N e w c o m e r  A l a s k a  C a b ' s  m a r k e t  share went from 
a p p r o x i m a t e l y  12 p e r c e n t  to 70 p e r c e n t  in just 4 m o n t h s  a c c o r d i n g  
to es ti m at e s by the A t t o r n e y  G e n e r a l ' s  office. After that time, 
Y e l l o w  and C h e c k e r  re duced their fares to $1.40. Rep o rt s of the 
b e n e fi t  of c o m p e t i t i o n  come also from Ja c ks o n v i l l e ,  Florida, and 
M a d i s o n  and M il wa u k e e ,  W is co n si n , to name a few. Spe c ia l s e ni or  
c it i z e n s  d i s c o u n t s  bec am e a v a i l a b l e  in Madi son, S a cr am en to, and 
T u c s o n  f o l l o w i n g  dere gu l at i on .

O p e n  e n t r y  does not m e a n  that ser v ic e  will decline. M a n y  
c it i es  report that se rvice has i mprove d un de r de r eg ul a ti o n.  In 
J a c k s o n v i l l e ,  O a k l a n d  and San D i e g o  o p e n  e n t r y  led to an i nc re ase 
in fleet m a i n t e n a n c e  and a r e d u c t i o n  in v e hi c le  a aa as n ew  fle et s 
en te r ed  the mar ke t.  In M il w a u k e e ,  S a n t a  Barbara, and S e a t t l e  
taxi c o m p e t i t i o n  reduced the w a i t i n g  time for n cab.

Fin al ly , op e n  e n t r y  does not m e a n  that ail taxi c a b o p e r a t o r s  
will  go broke. As with m o s t  bu s in es se s, those o p e r a t o r s  o f f e r i n g  
hig her q u a l i t y  ser v ic e at lower p r ic e s w i l l  pr os pe r wh ile less 
c o m p e t i t i v e  o p e r a t o r s  will not. Thi s is p r e c i s e l y  what h a p p e n e d  
in A n c h o r a g e  in the b e g i n n i n g  of 1984 and that ex per i en ce  
il lu s tr at e s h o w  A n c h o r a g e  taxicab  c o n s u m e r s  respond to 
co m pe t it i on .

The A s s e m b l y  is c o n s i d e r i n g  three a l t e r n a t i v e  o r d i n a n c e  
p rovisi on s,  all of w h i c h  seek to e nsure  new entry but also 
r e s t r i c t  the am ount of new entry. W e  b e l i ev e  that no en try 
r es t ri c t i o n s  beyond those for safe and c o m p e t e n t  serv i ce  are 
nec essary.  W e  ur^a the A s s e m b l y  to m i n i m i z e  any other 
r e st r i c t i o n s  on entry.

S e c t i o n  11 . 10 . 08 0 of each of the p r o p o s a l s  requ ires v e h i c l e
i n sp e c t i o n s  to e nsur e safety. If the m i n i m u m  levels for 
q u a l i t y  and s a f e t y  were set a r b i t r a r i l y  high enough, th ey  
could act  as de fa ct o r e s t r i c t i o n s  o n  entry. How ev er , 
r e a s o n a b l e  s t a n d a r d s  sh ou ld  not have any si g ni f i c a n t  
a n t i c o m p e t i t i v e  effect.

6 For a s t o r y  on the re la te d p r i c e - f i x i n g  set tl ement,  see 
A n c h o r a g e  T i m e s , A-l, 12 (January 23, 1985).
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In sum, based on the e conomic evid ence and recent e x p e r i e n c e  
t hr ou g ho u t the country, we st r o ng l y support issuance of more 
ta xicab per mi ts  in An chor a ge .  Freer entry into the t a xi c ab  
business, c o n s i s t e n t  wi t h  m a i n t e n a n c e  of safe and co m pe t e n t  
service, wi ll  b e n e f i t  A n c h o r a g e  residents and vi s it o r s  by 
re ducing w a i t i n g  times for taxis, fosterin g fare discoun ti ng , and 
cre ating e m p l o y m e n t  o p po r t u n i t i e s .

W e  sine r e l y  thank y ou for the o p p o r t u n i t y  to c o m m e n t  on the 
p r op os ed o r d i n a n c e  A O  #84-251.

S i n c e r e l y  yours

Ross D. Petty'
A s s i s t a n t  Re g io n al  D i r e c t o r

/

Ri ch a r d 0. Zerbe, Jr. 
C o n s u l t i n g  E c o n o m i s t
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MEMORANDUM

TO: Rep. Bette Cato, Chairman
T ran spo rtation  Committee

FROM: Rep. Johne Binkley

DATE: April 15, 1985

RE: House B ill 376 -  "An Act re la t in g  to m unicipal regu lation  of
v eh ic le s fcv h ire " by Rep. Johne B in k ley

Sectional A na ly s is  

Sec . 1 Amends AS 2 9 .4 8 .0 3 5 , add ing  a new sub sec tion  to read :

id )  A llows m un ic ip a litie s to licen se  and regu la te  ta x ic ab s 
and- other v eh ic le s  for h ir e , a llow s them to f ix ,  se t and 
change r a te s , and they  may regu la te  en try  into the 
b u s in e s se s .
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M E M O R A N D U M  January 22. 1986

SUBJECT: Municipal regulation of vehicles for hire
(Work Order No. 1 A - 1628)

TO: Senator John Sackett
Attn: Man Gifford ^

FROM: Michael F. Ford T '  '
Legislative Counsel

I wanted to point out two issues that will affect the draft 
I have prepared concerning municipal regulation of vehicles 
for hire. By initiative effective February 28, 1985,
AS 29.35.1^*0 was enacted which provides that a municipality 
may not regulate transportation of passengers if the regu­
lation conflicts with regulations formerly in existence on 
April 1, 1983, adopted by the Alaska Transportation Com­
mission under former AS 02.05, AS 42.07, or AS 42.10. Due 
to the time constraints of your work order, I have not yet 
determined if this draft is in conflict with the regu­
lations. I have therefore assumed that a conflict does 
exist and given this work order a delayed effective date in 
order to avoid violating Article XI, section 6 of the 
Constitution of the State of Alaska, concerning repeal of an 
initiative.

I also wanted to point out that the initiative might not 
apply to home rule municipalities, in that the initiative 
does not amend AS 29.10.200, which is the section limiting 
home rule municipal powers. Thf initiative would apply to 
general law cities, boroughs, and unified municipalities.

Please let me know i" you wish me to determine if the 
.f l a y e d  effective date is necessary.

M F F :mkr 
M2:065

Enclosure
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(d )  Allows m un ic ip a lit ie s to licen se  and regu la te  ta x ic a ! 
and- other veh ic le s for h ir e , a llow s them to f ix ,  set and 
change  r a te s , and th e y  may regu la te  en try  into the 
b u s in e s s e s .
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T h e  H o n o r a b l e  J o h n  B i n k l e y  
A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  
P o u c h  v
Juneau, Alaska 99821 

Dear Represent ative Binkley:

As  your  s t a f f  m e m b e r ,  M a r y b e t h  H i l b u r n ,  r e q u e s t e d ,  I am e n c l o s i n g  
so me  m a t e r i a l s  on t a x i c a b  r e g u l a t i o n .  T h e  f i r s t  item is a l e t t e r  
we  sen t to J o h n  W o o d  of the A n c h o r a g e  A s s e m b l y  s u p p o r t i n g  th e 
i s s u a n c e  of a d d i t i o n a l  t a x i c a b  p e r m i t s .  I am a l s o  e n c lo si ng  a 
r e p o r t  on t a x i c a b  r e g u l a t i o n  p r e p a r e d  by the F T C ' s  B u r e a u  of 
E c o n o m i c s .

In our c o n v e r s a t i o n ,  Ms. H i l b u r n  s u g g e s t e d  t h a t  p e r h a p s  it is 
a p p r o p r i a t e  to le t c i t i e s  r e s o l v e  m u n i c i p a l  r e g u l a t o r y  q u e s t i o n s  
w i t h o u t  i n t e r f e r e n c e  from s t a t e  or f e d e r a l  a u t h o r i t i e s .  I t h i n k  
that v i e w p o i n t  o v e r l o o k s  a m o r e  b a s i c  q u e s t i o n ,  w h i c h  is w h y  
s h o u l d  c i t i e s  be g i v e n  the a u t h o r i t y  to s u p p l a n t  fr ee  m a r k e t  
c o m p e t i t i o n ?  It is the m i s s i o n  of t h e  F e d e r a  T r a d e  C o m m i s s i o n  
to p r o t e c t  the o p p o r t u n i t y  of b u =  p e o p l e ,  s u c h  as t a x i c a b
o p e r a t o r s ,  to .compete freely. Our  r e p o r t ,  as w e l l  as o t h e r s  
c i t e d  in the A n c h o r a g e  c o m m e n t s ,  i n d i c a t e s  t h a t  f a r e  and e n t r y  
r e g u l a t i o n  c a u s e  c o n s u m e r s  to p a y  h i g h e r  f a r e s  and r e s t r i c t  t h e  
o p p o r t u n i t i e s  for m a n y  p e o p l e  to o p e r a t e  t a x i c a b s .  For these 
re as o n s ,  the s t a f f  of the F e d e r a l  T r a d e  C o m m i s s i o n  have o p p o s e d  
r e g u l a t i o n  of the fares  or e n t r y  of t a x i c a b s .  O n  the ot her h a n d ,  
in the A n c h o r ! g e  com me nt s,  a n d  c o m m e n t s  to o t h e r s ,  the staff  o f  
the C o m m i s s i o n  h a v e  s u p p o r t e d  m u n i c i p a l  r e g u l a t i o n  in areas  w h e r e  
the c i t y  has  a l e g i t i m a t e  i n t e r e s t ,  s u c h  as v e h i c l e  sa fety a n d  
o p e r a t o r  c o m p e t e n c e .

Ms. H i l b u r n  e x p l a i n e d  that y o u  h a v e  p r o p o s e d  a b i l l  to a u t h o r i z e  
the r e g u l a t i o n  of t a x i c a b s  by  m u n i c i p a l i t i e s  in A l a sk a.  If y o u  
s o  r e q u e s t ,  I w o u l d  be h a pp y to  a r r a n g e  f o r m a l ,  C o m m i s s i o n -  
a p p r o v e d ,  s t a f f  c o m m e n t s  on y o u r  s p e c i f i c  p r o p o s a l .  I s h o u l d  
f o r e w a r n  yo u  tha t n o r m a l l y  th e a p p r o v a l  p r o c e s s  t a k e s  at l e a s t  a 
c o u p l e  of w e e k s  a f t e r  I r e c e i v e  y o u r  r e q u e s t  an d a c o py  of the  
b i l l  its elf .

S i n c e r e l y  y o u r s ,

R o s s  D. P e t t y  (J 
A s s i s t a n t  R e g i o n a l  D i r e c t o r

E n c l o s u r e s
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A s s e m b l y m a n  J o h n  W o o d  
4 7 5 7  B u s i n e s s  P a r k  B l v d .
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

D e a r  A s s e m b l y m a n  W o o d :

A s  y o u  r e q u e s t e d ,  we a r e  s e n d i n g  y o u  i n f o r m a t i o n  o n  r e c e n t  
C o m m i s s i o n  a c t i v i t y  c o n c e r n i n g  t a x i c a b  r e g u l a t i o n  a l o n g  w i t h  o u r  
v i e w s  o n  y o u r  p r o p o s e d  o r d i n a n c e  A O  # 8 4 - 2 5 1 .  T h e  o r d i n a n c e  w o u l d  
p r o v i d e  f o r  t h e  i s s u a n c e  o f  an i n c r e a s e  o f  25 n e w  t a x i c a b  p e r m i t s  
o r  a 25 p e r c e n t  i n c r e a s e  in the t o t a l  n u m b e r  of p e r m i t s  e a c h  
y e a r ,  w h i c h e v e r  is g r e a t e r .  I u n d e r s t a n d  t h a t  t w o  a l t e r n a t i v e  
o r d i n a n c e  p r o v i s i o n s  a l s o  ar e b e i n g  c o n s i d e r e d  c a l l i n g  f or  (1) a 
1 0 %  a n n u a l  i n c r e a s e  in p e r m i t s  or (2) h e a r i n g s  u p o n  a p p l i c a t i o n  
for  o n e  or m o r e  n e w  p e r m i t s  to d e t e r m i n e  t he  p u b l i c  c o n v e n i e n c e  
a n d  n e c e s s i t y  o f n e w  p e r m i t s .  W e  ar e g r a t e f u l  for t h i s  o p p o r ­
t u n i t y  to p r e s e n t  o u r  v i e w s  and h o p e  t h e y  w i l l  be  of a s s i s t a n c e  
to t h e  A s s e m b l y  in it s c o n s i d e r a t i o n  of  t h i s  l e g i s l a t i o n .

T h i s  l e t t e r  r e p r e s e n t s  the v i e w s  of the S e a t t l e  R e g i o n a l  
O f f i c e  a n d  t h e  3 u r e a u s  o f  C o m p e t i t i o n ,  E c o n o m i c s ,  a nd  C o n s u m e r  
P r o t e c t i o n  of. t he  F e d e r a l  T r a d e  C o m m i s s i o n .  T h e  v i e w s  e x p r e s s e d  
h e r e  a r e  n o t  n e c e s s a r i l y  t h o s e  of t h e  C o m m i s s i o n  or of a n y  
i n d i v i d u a l  C o m m i s s i o n e r ,  a l t h o u g h  the C o m m i s s i o n  h as  a u t h o r i z e d  
t he  p r e s e n t a t i o n  of t h e s e  v i e w s .

A s  y o u  m a y  knc.., the F e d e r a l  T r a d e  C o m m i s s i o n  s t a f f  h a s  h a d  
an i n t e r e s t  in t h e  c o m p e t i t i v e  e f f e c t s  o f t a x i c a b  r e g u l a t i o n  f o r  
s o m e  t i m e .  A s  l o n g  a g o  as 19 78  the  S e a t t l e  R e g i o n a l  O f f i c e  
s u b m i t t e d  c o m m e n t s  in s u p p o r t  o f  t h e  d e r e g u l a t i o n  of t a x i c a b s  in 
t h a t  c i t y .  M o r e  r e c e n t l y  t h e  C o m m i s s i o n  s t a f f  ha s  s u b m i t t e d  its 
v i e w s  o n  l e g i s l a t i o n  r e l a t i n g  to t a x i c a b  r e g u l a t i o n  to t h e  c i t y  
g o v e r n m e n t s  o f  S e a t t l e ,  C h i c a g o ,  S a n  F r a n c i s c o ,  an d t he  D i s t r i c t  
of  C o l u m b i a  as w e l l  as to th e  C o l o r a d o  S t a t e  l e g i s l a t u r e .  S u c h  
c o m m e n t s  a r e  c o n s i s t e n t  w i t h  the C o m m i s s i o n ' s  d u a l  g o a l s  of 
p r o m o t i n g  c o m p e t i t i o n  a n d  p r o t e c t i n g  c o n s u m e r s .

I n  1 9 8 4  t h e  C o m m i s s i o n  i s s u e d  co mp la i nt s^ - a g a i n s t  the 
m u n i c i p a l  g o v e r n m e n t s  o f  M i n n e a p o l i s  a n d  N e w  O r l e a n s  f o r  e n g a g i n g  
in r e g u l a t o r y  a c t i v i t i e s  t h a t  ha d  th e e f f e c t  of l i m i t i n g  th e 
n u m b e r  o f  t a x i c a b  l i c e n s e s ,  i n c r e a s i n g  f a r e s ,  a n d  e l i m i n a t i n g

^ T h e  C o m m i s s i o n  v o t e  o n  i s s u i n g  t h e s e  c o m p l a i n t s  w a s  3-2, w i t h  
C o m m i s s i o n e r s  B a i l e y  a n d  P e r t s c h u k  d i s s e n t i n g .

#
F e b r u a r y  11, 1 9 8 5
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competition. The com pl a in ts  indicated that the Ccmmissicr. had 
reason to believe that the two cities, in concert wi th  local cab 
companies, had v iolat ed  the antitrust laws, by res tr icting e nt ry  
into the m arker w i t h o u t  having been su ff icient ly  a ut ho rized tc do 
so by the state legislature. The state of L ou i si an a later p a ss e d 
a law permi tt i ng  its cities to regulars taxicab entry and 
fares. On the other hand, M i nn e a p o l i s  joined those cities that 
have chosen to pe rm it  mere  c o m pe t it io n  among taxicabs by a m en di ng 
its o rd i na n ce  to p er mi t  more entry.

At the same time the C o m mi s si on  issued these complaints, it 
also released a 17 6 -p ag e  report entitled "An E c o n o m i c  An al ysis of 
T a x i c a b  R e g ul a ti on "  by its Bu re a u of Economics. The pr i n ci p al  
c on cl u si o n of this study is that no persua si v e e c on om ic  ra t io na le 
exists for re st r ic ti ons on the total number of taxicabs. Th* 
study found that such re st rictions  waste resources, harm 
c onsumers, and impose a dispro po r ti on a te  burden on low income 
people. By contrast, the report supports in pr i nciple  ot her 
kinds of taxicab re gu l a ti o ns  dealing with vehicle safety and 
l ia b i l i t y  insurance. I un derstand that you al re ad y  have a copy 
of the 3ur eau of E c o n o m i c s  report.

The concl u si o ns  of the C o m mi s si o n' s Bureau of E c o n om i cs  
study are not unicue. Another recent study, comm i ss i on e d by the 
U.S. De p ar t m e n t  of T ra ns p or ta tion, concluded that the c o m b i n a t i o n  
of restraints on entry of new cabs and regulations pr eve n ti n g 
fare d i s co u nt in g  cost consume rs  nea rl y S800 m i l l i o n  a nnuall y and 
the loss of 33,000 jobs in the taxi industry. A n c h o ra g e re c en t l y  
began to allow fare co mpetition. Ena ctment of the p roposed  
o r di n an c e will lift e n t r y  restrictions and is likely to further 
be nefit consu me rs  and su ppliers of taxicab services in A nc h or a g e .

C i t i ze n s of Se attle W a s h i n g t o n  have been e nj oying the 
b enefit s of d e r e g u l a t i o n  since 1978. During that time, over 200 
new jobs for cab drivers have been created. W a i t i n g  times for 
cabs h f e  droppe d with the greater '.umber of cabs available.
Fares have risen mor e slow ly  than cransit pric es  generally. Taxi 
fares in Se attle are c u r r e n t l y  a p pr o x i m a t e l y  10-13 p e r c e n t  lower 
than what w§ estima te they would have been under c on ti nued 
r e g u l a t i o n . ^  Despite efforts to reinforce entry and fare 
regul ations, the cit y of Se at tle has thus far rejecte d p r o p o s a l s  
to r eestab li sh  such regulations. Other cities that have 
be nef i tt e d from ref or m of taxicab regulations to per mi t mo re  
en try include M i l w a u k e e  and Madison, W i s c o n s i n  Jac ks on vi l le , 
Florida; Spokane, Wa sh in g to n ; San Diego, Oakland, Be rk eley, and 
Sac ramento, Ca lifo rn ia ; and Ph oe nix and Tucson, Arizona.

Zarbe, Se attle Taxis: D e re g ul at i on  Hits a P o t h o l e ,
Regu lation, Nov./Dec. 1983 at 4.3.



The H o n o r a b l e  J o h n  W o o d *5
- 3 -

An a d di t io n al  p r o b l e m  with restricted e nt ry is that it 
affects mo st  those c o n s u me r s who are most d ep e n d e n t  on cabs .cr 
transportat io n and the p r o cu r em e nt  of ne cessities: the
handicapped, the poor, and the elderly. The me mb er s  of these 
croups spend a larger p r o p o r t i o n  of their incomes on taxi rides 
than do other segm en ts  of the population. A recent s tu dy  in 
Seattle ind ic ated that such fi nancially d i s a d v a n t a g e d  c o n s u me r s 
mak e up 25 p e rc e nt  of total taxicab ridership.

Who gains fr om  e nt ry limitations like A n c h o r a g e ' s ?  The 
p ri nc ipal b e n e f i c i a r i e s  o^ mai nt a i ni n g the current sy st em  are the 
current holders of taxi ca b  permits. Limi t at i on s on the n um b er  of 
permits enables the holders of these taxicab pe rm it s to earn 
s u pr a co m pe t it iv e  profits. For example, we un de rs t an d that the 
Cit y of A n c h o ra ge  cha rg e s $750 per year for a permit. Ow ne rs  of 
those permits t y p i c a l l y  resell them*for as much as S45,000. To 
cover such a high a c q u i s i t i o n  cost, the permit holder w ou l d have 
to co llect $12.50 a day from the cab driver using the p e r m i t . ~
In other words, it w o ul d  take more than a d river' s first fare (on 
average) to pay this su p ra c o m p e t i t i v e  profit. - This is in 
addition to the cost of p ur chasing or leasing a cab, the cost of 
gasoline and insurance, or a take home wage for the driver. This 
daily ex pense does not go to ccver any of the real costs of 
providing service, nor is it a tax to m a i n t a i n  the streets. It 
is s i m p l y  a cash tr an sfer from consumers to p er m it  holders.

P ro p on en t s of rest ri c te d  entry ty pi cally argue that w i t h o u t  
entry re st r ic t io ns  there will be "too many" taxis. T h e y  argue 
that cab f a r e s . w i l l  i n cr ea se  and the qu a li ty  of cabs, drive rs  and 
service will decrease. However, the value of a p e rm i t d e m o n­
strates conclusive.7 y that there are too few cabs. D e r e c u l a t i o n  
does not mean le tting anyone put any junk ve hi cle r e ga rd l es s  of 
its co n di ti on on the road. There is nothing in the conc e p t of 
free entry to p r ev e nt  A n c h o r a g e  from ma in t a i n i n g  r ea so n ab l e 
levels of safe t y and q u a l i t y  in the city's tax ic a b fleet and 
establishing r e a s o n a b l e  skill and knowledge r e qu irem en ts  for

At an a nn u al  inte re st rite of 10%, $45,000 r e pr e s e n t s  the 
c a pi t al i ze d  v al ue  of a perpetual stream of p r o f it s of $4,5 00 
per year. For a c ab  in op er at io n 360 days each year, $12.50 
must be c o l l e c t e d  each day to equal S4,500 in one year.

The A l a s k a  A t t o r n e y  G en er a l' s  office esti.mates the av erage 
taxi fare to be a b o u t  $10. An ch o ra g e T i m e s , A-l, 12 
(January 23 , 1985 ). ~~
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d r i v e r s . 3 Open entry means, rather, giving licensees who are 
q ua l i f i e d  the chance to compete and giving consumers lower fares.

Open entry does not n e c e s s a r i l y  m e a n  that new taxi cabs wi l l  
si mply charge the m a x i m u m  fares now allowed by Anchorage. The 
actual fare will  be set by c om p et i ti v e forces. Checker and 
Y e l l o w  Cabs' recent e xp er ie nce of trying to char ge S2.0Q per mile  
whe n rival A la sk a  Cab was ch ar gi ng sl.40 per mil e illustrates 
this e f f e c t . 6 Ne w c om e r Ala sk a  C ab ' s m ar k et  share went from 
a p p r o x im at e ly  12 p e r ce n t to 70 p e r c e n t  in just 4 m o nt h s a cc ordi ng  
to estim ates by the A t t o r n e y  G e n e r a l ' s  office. After that time, 
Y e l l o w  and Checker reduced their fares to Sl.40. Reports of the 
be nefit of c om p e t i t i o n  come also fr om  Ja ckson v il l e,  Florida, and 
M a d i so n  and Milw au ke e, W is co ns in, to name a few. Special senior 
cit izens dis co unts became avail able in Maciscn, Sacramento, and 
Tu cson f ol l ow in g deregulation.

Open en try does net mean that service wi ll decline. M a n y  
cities report that service has improved under deregulation. in 
J a ck so nville , Oakland  and San D i eg o open entry  led to an increase 
in fleet m a i n t e n a n c e  and a re du ction in vehicl e age as new fleets 
enter ed the market. In M il wa ukee, Santa Barbara, and Se attle 
taxi c om p e t i t i o n  reduced the wa iting time for a cab.

Finally, open ent ry does not me a n  that all taxicab o p e r at o rs  
will go broke. As with mo st businesses, these o pe r at or s o f f e r i n g  
higher q u a l it y  service at lower pr ic es  will pr os per while less 
c om pe ti ti v e o p er at ors will nor. This is p r e c i s e l y  what ha pp e ne d  
in An c h or a ge  in the beg inning of 1984 and that exper ience 
il lustrates now A n c h o r a g e  taxicab c on sumers re spond to 
competi t i o n .

The A s s e m b l y  .is co ns id e ri ng  three a l t e r n a t i v e  or di na nce 
provisions, all of whi ch  seek to ens ur e new e ntry but also 
r estric t the amount of new entry. We  be lieve that no entry 
restri ct io ns beyond those for safe and c o m p e t e n t  service are 
necessary. We urge the A s s e m b l y  to m i n i m i z e  any other 
r es t riction s on entry.

Section 11.10.980 of etch of the p r o p o s a l s  requires v e h ic l e 
in spect io ns  to ensure s a f e t y .  If the m i n i m u m  levels for 
q u a l i t y  and safety were set a r b i t r a r i l y  high enough, they 
could act as ce facto r es t riction s on entry. However, 
r ea so n ab l e stand ar ds  should not have any s i gnifi ca nt  
a nt i co m p e t i t i v e  effect.

6 For a st ory on the related p r i c e - f i x i n g  settlement, see 
A nc h o r a g e  Times, A-l, 12 (January 23, 1985) .
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In sum, based on the economic evidence and recent exp 
throughout the country, we strongly support issuance of mo 
taxicab pe rmits in Anchorage. Freer entry into the taxica 
business, consist en t  wi t h  ma intenan ce  of safe and competer. 
service, will b e n e fi t  A nc h or a ge  residents and visitors by 
reducing waiting times for taxis, festering fare ciscounti: 
creating e m pl o ym en t  opportunities.

We si nc e re l y thank you for the o pp o rt u n i t y  to comment 
proposed o r d i n a nc e  A O  #84-251.

Si ncerely yours

Ross D. Petty'
As sistan t Reai onal Di recto

Richard 0. Zerbe, Jr. 
C onsultinc Ec o no m is t

M 
(D



S t a t e  o f  A l a s k a

FINANCE COMMITTEE 

SPEC IA L COMMITTEE ON F IS H E R IE S

POUCH V 

JUNEAU ALASKA 93311 

<907i 1 6 5 -4 7 3 7

P 0  BOX 1065  

B E TH EL ALASKA 9 3 5 5 9  

(907> 5 4 3  2 9 2 2

R e p r e s e n t a t iv e  J o h n e  B in k l e y

J a n u a r y  28,1986

TO: R e p r e s e n t a t i v e  Pe te r Goll 
Ch ai r ma n
C o m m u ni t y an d  R egional  A f f a i r s  Committee

From: R e p r e s e n t a t i v e  J oh ne  Binkl

Re: H o u s e  Bill 376

Ho us e  Bill 376 (CS Transportation) is no w in y o u r  Committee. It 
pr o vi d es  local m u n i c i p a l i t i e s  the s ta t ut o ry  a u t h o r it y  to regulate 
entry into the b u s i n es s  of taxicabs, limousines, and ot he r 
v eh i c l e s  for hire. Further, the m u n i c i p a l i t y  m a y  license, 
control and re g u la te  the above, as well as fix, establish, and 
change rates c h a r g ed  for the service.

To expl a in  the p u r p o s e  of the bill, the A t t o r n e y  Ge neral states; 
House Bill 376 does not a p pe ar  e i th er  to add or s ubtra ct  from 
this authority, al t ho u gh  it sets out the a ut h or i ty  s o me wh at more 
cogently  than p r e s e n t  law."(AS 29.48.035)

I am r eq u es t i n g  the Co mm i tt e e m e m b er s  conside r a slight change 
su ggest ed  by L eg i sl a ti ve  Legal S er v ic es - on  lines 12 and 16 change 
"other v eh i cl es " to read "other p a s s e n g e r  vehicles". Also, 
plea s e c o n s i de r d e l et i ng  Sec. 2 w h i c h  is not n e c e s sa r y nor 
desirable.
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D E P A K T M E IV T  O F  L A W
O F F IC E  OF  THE  A T T O R N E Y  G E N E R A  L

April 24, 1935

BILL SHEFFIELD, GOVERNOR  

REPLY  TO:

H  1031 VJ 4th A VENUE  
SU ITE  200
ANCHORAGE. ALASKA  99501 
PHONE: 1907) 276-3550

□ 1st NAT IONAL CENTER  
100 CUSHMAN ST.
SU ITE  400
FA IRBA N KS . ALASKA 99701 
PHONE: (907) 452-1568

□ POUCH K  • STATE CAPITOL 
JUNEAU . ALASKA 99811 
PHONE: (907) 465-3600

The Honorable Johne Binkley
Representative
Pouch V
Juneau, AK 99811

Re: House Bill 376

Dear Representative Binkley:

Attorney General Gorsuch has referred your letter of 
April 17, 1985 to this section for comment.

The proposed legislation would not change the existing 
municipal exemption from antitrust liability as regards taxicab 
regulation. AS 29.48.035 gives municipalities authority to 
"regulate ... vehicle ... traffic, and licensing and operation of 
motor vehicles" [AS 29.48.035(a)(1)], to "regulate ... licensing 
of drivers of taxicabs, for-hire automobiles, motor buses, or 
other vehicles for the transportation of passengers" [AS 29.48.- 
035(a)(2)], and to "regulate ... transportation fares" [AS 29.- 
48.035(a)(4)]. This broad grant of authority would seem to cover 
all aspects of the taxicab industry. House Bill 376 does not 
appear to either add to or subtract from this authority, although 
it sets out the authority somewhat more cogently than present 
law.

Because the present law grants municipalities such 
brjad authority, the municipalities are exempt from both state 
aid federal antitrust liability. Parker v. B r o w n , 317 U.S. 341 
(.943); Golden State Transport v. City or Los A n g e l e s , 726 F.2d 
1430 (9th Cir^ 1984). House Bill 376 would net afreet the ex e m p­
tion. Commissioner John Pugh, Department of Health and Social 
5ervices, recently requested our opinion about an analogous 
situation involving municipal regulation of ambulance services. 
A  copy of our opinion is attached for your information.

The Anchorage price-fixing case you mention did not 
involve application of the municipal antitrust exemption. 
Anchorage ordinances allow private taxicab companies to set w h a t­
ever fares they choose, up. to a maximum charge. Two competing

0 3 . C 5 L H



The Honorable John Binkley
House Bill 376
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taxicab companies, it was alleged, got together and agreed to 
charge the maximum fare, and no l o w e r . This flew directly in-the 
face of the ordinance, which was intended to promote fare competi­
tion in the Anchorage taxicab industry. The companies were not 
"expressly required" by Anchorage ordinance to fix prices, and 
thus their private activity could be challenged under the anti­
trust l a w s . AS 45.50.572(g). The municipality was not involved 
in this price-fixing, and thus the municipal exemption did not 
apply.

We do not have any specific information concerning how
municipal regulation of taxicabs has been beneficial or detri­
mental to consumers. As you are probably aware, this has been 
the subject of much debate in the Anchorage Assembly over the 
last year. Assemblyman John Wood has very strong opinions on the 
subject, and may be better able to assist you in this regard.

Please feel free to call if you have any questions, or'
if I can be of any further assistance in this natter.

R D M :and

Enclosure

cc: Art Peterson,
Assistant Attorney General 
Juneau

Sincerely yours,

N OR M AN  C. GORS U C H 
' • A T T O R N E Y  GE NERAL

B y :
Richard D. Monkman 
Assistant Attorney General 
Antitrust Section
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M E M O R A N D U M January 27, 1986

SUBJECT: Municipal regulation cf vehicles for hire
CSHB 376 (Transp)

TO: Representative Johne Binkley

FROM: Michael F. Ford / / f
Legislative Counsel

This is to follow up my memo of January 22, in which I 
advised you that AS 29.35.140 enacted by initiative effec­
tive February 28, 1985, may affect the power of a mun i c i p a l­
ity to regulate transportation of passengers for hire. I 
have completed a review of this issue and now believe that 
the initiative does not apply to municipal regulation of 
taxicabs, limousines or other passenger vehicles for hire. 
Therefore, there would not be a need to delay the effective 
date of the Act. The initiative would apply to certain 
vehicles for hire used to haul freight. Such a vehicle 
would meet the definition of "common carrier" under reg u l a­
tions previously adopted by the Alaska Transportation Com­
mission. Therefore, a municipality that wished to adopt 
regulations for this type of vehicle would be affected by 
the initiative, and would need to comply with regulations 
adopted by the Alaska Transportation Commission.

Also, I would suggest that the work order be changed on 
lines 12 and 16 from "other vehicles" to read "other passenger 
vehicles" in order to avoid the issue concerning "common 
carriers" reoccurring in the future. Please contact me if 
you have any questions.

M F F :mkr 
M2:089



[International Tfaxicab Association
3849 FARRAGUT AVENUE KENSINGTON, MARYLAND 208S5 TELEPHONE (301) 946-5700

May 2, 1985

The Honorable John Binkley 

Pouch V
Juneau, AK 99811 

Dear Mr. Binkley:

The International Taxicab Association and its members applaud your effort to 

protect the right of Alaska's municipalities to regulate taxicab operations.

Recently, the states of tfave
passed laws to grant their cities "express" authority to regulate taxicab 

entry and fares. These laws were drafted specifically to protect their 

cities~from potential charges of antitrust violations.

We also know that each of the following states have granted exp1icit.au.th- 

ority to. regulate taxicab entry and/or fares^:

Delaware, I l l i n o i s ’,
Nev?4 jUa<^t^*W toHh ta ro ffh ay  Oklahoma** Pennsylvania*

West Virginia.

necticutf, 
issouri;

t

and

Most of the remaining *hoy have grained their local gov- r
ernmaRts. the. rijght to regulate taxicabs< but we are uncertairi as to the baSf?
for their belief. In many cases they have state court decisions supporting 
taxicab regulation, but we are not sure this would be sufficient should a 

case be taken to the U.S. Supreme Court.

If you or your staff have any questions, please do not hesitate to contact 

me.

Sincerely,

rW
i n

Executive Vice-President
I

ABL:bk

Enclosures
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FTC DROPS TAXICAB SUIT

Several important developments took place recently which affect the right of 
cities to regulate taxicab entry and fares.

During a public hearing on the Federal Trade Commission's (FTC) 1986 budget, 

Senator Hollings (D-SC) asked FTC Chairman Miller, "Last year we had quite a 
debate over the intrusion of the FTC into municipal regulatory matters. The 

particular matter that aroused our interest was the suits the Commission had 
brought against the cities' regulation of taxicabs. What is the present 

statrs of those suits?"

Mr. Miller replied, "After a change in state law, 1 hm, "case vafc
withdrawn from adjudication. .* Cdfaetitiwn
staff to withdraw tha MiunaappljPTyffTurpaTOin^Dei'ora tpa Comadsaibn.^

When asked what other municipal actions the FTC is investigating, Mr. Miller 
said, "No other investigations currently underway involve cities. On a 
related matter, however, the Commission is investigating complaints of anti­
competitive effects in the market for automobiles available for rental at 
airports."

SUPREME COURT EXPANDS ANTITRUST IMMUNITY

In a separa 

antitrust

Court- rendered two extremely^ 
~..." • scope OS'-

Enclosed is an analysis of the two decisions. The four-page analysis was 

prepared for you by ITA's legal counsel.
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TA XICAB REGUL AT ION A N D  THE A N T I T R U S T  LAWS 

By A r t h u r  L. Herold

On March 27 , 1985 the U a i t ^  Stat^i^Suprerae Court, rahderedf

two decisions w h ic h should have a profound  impact up on  t h e  im~i
t  •

munity of taxicab regulators, p r i m a r i l y  cities and other'locafl. 

authorities, and taxicab companies from the federal antitrust 

laws. The two cases, Town of Hallie v. City of Eau Claire and 

Southern Motor Carriers Rate Conference v. United S t a t e s , involved 

the an t it r us t immunity of cities and members of regulated indus-

. . .  Vfty - "• -  ~ r. ...
tries, respectively. ’’Tn e  Supreme' Court"- expanded th*

• . j t »• 1 ^  .. .  . , ,

scope of 'thau imrnonityv thet'ettf ihcreasing. tt:*-likelihood* that 

be lawful. *

The federal antitr us t laws pro hibit agreeme nt s between 

competitors whi ch  unr ea so nably restrict trade. Perhaps the most 

obvious form of antitrust violation is the blatant price-fixing 

agreement between competitors. Not as obvious, however, is the 

status of a pr ic e-fixing  agreem en t which is compelled, authorized, 

ratified, or permitted by a state or mu ni cipal entity. In a long 

series of cases, beginning with Parker v. Brown in 1943, the 

Supreme Court has attem pted to define the appl • lity of the 

federal a n ti trust laws to ot he rwise unlawful g v rnmental actions 

and private party activities which are taken p u rs ua nt  to a 

state or local regulatory system.

In Pa rk er  v. B r o w n , the Cou~t held that the federal antit rust 

laws do not apply to the actions of a state because, in our federal



s y s t e m  of g o v e r n m e n t ,  s t a t e s  a r e  s o v e r e i g n  e n t i t i e s  an d the 

f e d e r a l  g o v e r n m e n t  ha s no a u t h o r i t y  to r e g u l a t e  e v e n  t h e i r  a n t i­

c o m p e t i t i v e  a c t i o n s .  C i t i e s  and c o u n t i e s ,  h o w e v e r ,  d o  no t e n j o y  

th e s o v e r e i g n t y  th at  the s t a t e s  have.  In C i t y  of L a f a y e t t e  v. 

L o u i s i a n a  P o w e r  & L i g h t  C o m p a n y , th e S u p r e m e  C o u r t  s u g g e s t e d ,  bu t  

d i d  n o t  d e c i d e , t h a t  a m u n i c i p a l i t y  w o u l d  be i m m u n e  f r o m  the 

f e d e r a l  a n t i t r u s t  laws  o n l y  if it c o u l d  s h o w  (1) t h a t  it a c t e d  

p u r s u a n t  to a c l e a r l y  a r t i c u l a t e d  s t a t e  p o l i c y  a u t h o r i z i n g  t h e  

r e p l a c e m e n t  of c o m p e t i t i o n  w i t h  r e g u l a t i o n ,  an d  (2) th at  its 

m u n i c i p a l  r e g u l a t i o n  was  a c t i v e l y  s u p e r v i s e d  b y  the s t a t e .

P e r h a p s  the m o s t  p u b l i c i z e d  S u p r e m e  C o u r t  c a s e  d e a l i n g  w i t h  

the s t a t e  a c t i o n  a n t i t r u s t  e x e m p t i o n  w as  C o m m u n i t y  C o m m u n i c a t i o n  

Co. v. C i t y  of B o u l d e r , d e c i d e d  in 1982. In th at  case,  a c a b l e  

t e l e v i s i o n  c o m p a n y  e x c l u d e d  f r o m  th e  loc al  B o u l d e r  m a r k e t  by 

v i r t u e  of the c i t y ' s  g r a n t  of an e x c l u s i v e  l i c e n s e  to o n e  of its 

c o m p e t i t o r s  s u e d  the c i t y  u n d e r  the f e d e r a l  a n t i t r u s t  laws. T h e  

S u p r e m e  C o u ’-t r u l e d  that  the c i t y  w a s  no t i m m u n e  f r o m  the a n t i­

t r u s t  l a w s  b e c a u s e  t he  S t a t e  of C o l o a r d o ,  w h i l e  h a v i n g  c o n f e r r e d  

u p o n  the C i t y  of B o u l d e r  g e n e r a l  a u t h o r i t y  to g o v e r n  l o c a l  a f f a i r s  

h a d  n o t  e n a c t e d  l e g i s l a t i o n  a u t h o r i z i n g  a n t i c o m p e t i t i v e  c o n d u c t  

w i t h  r e s p e c t  to the r e g u l a t i o n  of c a b l e  t e l e v i s i o n .  T h e  C o u r t  

d i d  n o t  a d d r e s s  the q u e s t i o n  of a c t i v e  s t a t e  s u p e r v i s i o n  in the 

C i t y  of B o u l d e r  case.

U n t i l  M a r c h  27, 1985 , the S u p r e m e  C o u r t  ha d  no t  a c t u a l l y  

d e c i d e d  w h e t h e r  a m u n i c i p a l i t y  n e e d e d  to s h o w  th at  its a n t i­

c o m p e t i t i v e  r e g u l a t o r y  s y s t e m  w a s  a c t i v e l y  s u p e r v i s e d  by the
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state in order to be immune from the an titrust  laws.l In Town of

-  3 -

Hallie the Court decided that mu n icipal it ie s are immune even if 

the state does not actively supervise the mun ic ipal conduct.

Thus, cities and counties which regulate taxicab entry and rates, 

or which grant exclusive taxicab licenses for airport service, 

will be immune from suit under the federal antitru st  laws if 

their state legislatures have enacted laws auth or iz ing that type 

of regulation. The legislature need not have compelled the 

regulation, but it must be clear that the legislature co nt em plated 

the kind of action underta ke n by the county or m u n i ~ i p a l i t y .

Counties and municipa li t ie s  which regulate taxicab o p e r a­

tions purs ua nt to state statutes may be immune from the reach of 

the a nt i tr us t laws under Town of H a l l i e , but what of the pri va te  

parties, the taxicab companies, which propose rate'5 or obtain 

ex clusive licenses under the umbrella of county or municipal 

regulation? For a number of years it had been thought that 

private parties could obta in an ti tr ust immunity only by showing 

(1) that their anti -c om p et i ti v e conduct was c o m p e l l e d , not m erely 

authorized, by the state, and (2) that the state actively s u p e r­

vised that conduct. In the Southern Motor Carriers case, the 

Supreme Court ruled that private parties need not show that their 

an ti c ompeti ti ve  conduct is compelled by the state; state p e r m i s­

sion of the conduct, plus state supervision, is sufficient.

iTe Local G ov er nment A n t i tr u st  Act of 1984, which became 
ef fective on Se p te m be r 24, 1984, did grant m un i ci pa li ties 
exemption, in the future, from damage suits under the a n t i­
trust laws. It did not grant immunity from antitru st  suits 
seeking injunctions, however.



The Supreme Court still has not ruled in the context of 

p rivate party immunity when the actions complained of are 

und ertaken  pursuant to county or municipal, as opposed to state, 

regulation. It would appear, however, that this type of activity 

would be immune from an ti tr us t attack if the regulatory system is 

au thorized or per mitted by the state and if the county or m u n i c i­

pality act ively supervises that system. Thus, if those who 

regulat e taxicab rates and entry are immune, it is likely that 

those who are regulated, namely, the taxicab companies, will also 

be immune.

One thing that neither Town of Hallie nor Southern M ot or  

Carriers changed is the need for state legislation authorizing 

counties or m u ni c ip al i ti e s to regulate taxicab rates, entry 

and contracts. Until such statutes are enacted, the threat 

of antitrust li ability is a d istinct p os si b i l i t y  for those 

operating under local regulatory systems.
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I. The E l e m e n t s  of M o d e r n  L ocal T r a n s p o r t a t i o n

Numerous people have given many definitions to the term paratransit, but for 

purposes of this presentation, let us say that it is the organized provision 

of local transportation in sedans, vans or mini buses. This definition 

includes taxicabs, limousines, jitneys, livery vehicles, social service agency 

vehicles, privat- non-profit agency vehicles, church vehicles, hotel courtesy 

vehicles, some transit agency vehicles, van pools, car pools and rental cars.

The only elements of local passenger transportation not included in the term 

paratransit are private and public transit buses, school buses, local rail 

systems and the private automobile.

The topic being discussed is the role of regulations for local transportation, 

therefore, all elements of the local transportation system should be included 

in the review. Some may argue that subway systems, school buses, taxicabs and 

private automobiles should not be viewed as related elements of local passen­

ger transportation. However, upon reflection, it becomes apparent that the 

transportation modes listed above make up today's family of local transportation 

service.

These modes of local transportation (paratransit, bus and automobile) account 

for over 97% of all trips with the other 3% being walks, cycles, flying, etc.^ 

The next logical step is to agree that these services are interrelated. That 

is, the services impact (compete with) one another.* Some may have substantial

* The U.S. District Court in Hawaii ruled in November 1984 that an exclusive 
contract for taxicab service at Honolulu International Airport was legal. In 
his decision the judge notes "I find taxis, rental cars and the Grayline- 
Airporter bus to be reasonably interchangeable modes of ground transportation 
out of HIA."



i m p a c t s  ( e . g .  w h e n  it s n o w s  p e o p l e  a r e  r e l u c t a n t  to d r i v e  t h e i r  p r i v a t e

a u t o m o b i l e s  s o  t h e  d e m a n d  f o r  t a x i c a b s  s k y r o c k e t )  w h e r e a s  o t h e r s  m a y ,  a t  f i r s t

g l a n c e ,  a p p e a r  t o  h a v e  l i t t l e  s i g n i f i c a n c e  to t h e  t o t a l  t r a n s p o r t a t i o n  m a r k e t  

a n d  to o t h e r  t r a n s p o r t a t i o n  p r o v i d e r s .

T h e  f a c t  is, t h e  r e m o v a l  o f  a n y  o n e  o f  t h e s e  t r a n s p o r t a t i o n  m o d e s  w o u l d  i m p a c t

t h e  o t h e r  m o d e s .  T h e  p r i v a t e  a u t o  is m o s t  s i g n i f i c a n t  ( l a r g e s t  c o m p e t i t o r )

p r o v i d i n g  8 3 . 7 %  o f  a l l  p a s s e n g e r  t r i p s . ^  S c h o o l  b u s e s  a r e  n e x t  i n  l i n e

3
c a r r y i n g  a p p r o x i m a t e l y  2 2 . 6  m i l l i o n  s c h o o l  c h i l d r e n  p e r  s c h o o l  d a y .  P u b l i c

4
t r a n s i t  c a r r i e s  8 . 2  b i l l i o n  p e o p l e  a y e a r  f o l l o w e d  b y  t a x i c a b s  w h i c h  c a r r y

1 . 8 7  b i l l i o n  p e o p l e  p e r  y e a r .  W h e n  it c o m e s  t o  t h e  o t h e r  t r a n s p o r t a t i o n  

m o d e s ,  I w o u l d  g u e s s  t h a t  t h e i r  o r d e r  o f  s i g n i f i c a n c e  ( m e a s u r e d  b y  p a s s e n g e r s  

c a r r i e d )  is: r e n t a l  c a r s ,  s o c i a l  s e r v i c e  a n d  n o n - p r o f i t  a g e n c y  v e h i c l e s * ,  

l i m o u s i n e s  a n d  l i v e r y  v e h i c l e s ,  c a r  p o o l s ,  v a n  p o o l s ,  c h u r c h  v e h i c l e s ,  h o t e l  

c o u r t e s y  v e h i c l e s  a n d  j i t n e y s .

A l l  o f  t h e s e  c o m p e t i n g  m o d e s  o f  l o c a l  t r a n s p o r t a t i o n  a r e  s i g n i f i c a n t  a n d  

s h o u l d  b e  t a k e n  i n t o  a c c o u n t  w h e n  o n e  e x a m i n e s  o r  p l a n s  f o r  a c o m m u n i t y ' s  

t r a n s p o r t a t i o n  n e t w o r k .  H o w e v e r ,  l a w s ,  r e g u l a t i o n s  a n d  p o l i c i e s  d e v e l o p e d  at 

f e d e r a l ,  s t a t e  a n d  l o c a l  l e v e l s  h a v e  s e g m e n t e d  l o c a l  p u b l i c  t r a n s p o r t a t i o n  

m o d e s  i n t o  d i s t i n c t  c a t e g o r i e s  ( e . g .  m a s s  t r a n s i t  v s .  e x c l u s i v e  r i d e ;  p u b l i c  

v s .  p r i v a t e ;  t a x i c a b  v s .  b u s ;  e t c . ) .  E a c h  o f  t h e s e  m o d e s  a r e  l i c e n s e d  a n d  

r e g u l a t e d  s e p a r a t e l y .

L o c a l  e l e c t e d  o f f i c i a l s  m o s t  o f t e n  d e t e r m i n e  p o l i c y  ( r e g u l a t i o n s )  f o r  t a x i c a b s ,  

l i m o u s i n e s  a n d  s c h o o l  b u s e s ,  w h i l e  t r a n s i t  a u t h o r i t i e s  a n d  s o c i a l  s e r v i c e

* S o c i a l  s e r v i c e  a n d  n o n - p r o f i t  a g e n c y  v e h i c l e s  a r e  r a t e d  h i g h  b e c a u s e  t h e y  

r e c e i v e  s i g n i f i c a n t  ( a p p r o x i m a t e l y  $ 1 . 5  b i l l i o n  p e r  y e a r )  c a p i t a l  a n d  o p e r a t i n g  

s u b s i d i e s  f o r  t r a n s p o r t a t i o n  f r o m  t h e  f e d e r a l  g o v e r n m e n t  ( H H S  & D O T ) .



agencies find themselves subservient to federal and state regulations. Forms 

of local transportation most free of regulation are church vehicles, hotel 

couicesy vehicles, rental cars and the private automobile.

The differing laws, regulations and policies most certainly serve to inhibit 

comprehensive planning for local transportation. Public transit receives 

billions of dollars annually in federal, state and local subsidies. The 

private auto is subsidized bv an extensive and expensive roadway building and 

maintenance program. Private providers of local public transportation pay 

taxes and license fees not required of public operators. The list goes on.

A comprehensive review/plan would, therefore, require an analysis of federal, 

state, and local financial incentives (subsidies, taxes, fees) as well as 

operating regulations. Obviously, one community could not hope to change 

federal or even state tax laws and regulations. Therefore, planning focuses 

on the real market with all its financial and regulatory imperfections. The 

planning is not comprehensive, but rather it has been segmented for simplicity.

Taxicabs are not viewed in the context of providing less than 1% of the total 

trips^. Instead, taxicabs are viewed by the community planners as: 1) providing 

approximately 10% of the airport's ground transportation needs, 2) providing 24 

hour service (emergency and otherwise) to everyone in town (particularly elderly 

and low income groups'', 3) providing jobs for unskilled laborers and 4) meeting 

the transportation needs of out-of-town visitors (which is particularly 

important for a city's convention and tourist trade).

It is less effective to look at the taxicab industry in a vacuum, but for ease 

of administration that is exactly what must be done. The Urban Mass Transporta­

tion Administration is seeking to do away with some of the federal barriers



to comprehensive local planning (i.e. new 3e/8e policy issued October 22,

1984). There is hope that Congress will review the financial incentives and 

operating laws it has established that cause bias or interfere with local 

planning for transportation service. The fact remains, however, that commu­

nities throughout America 'ill continue to segment the local transportation 

market by provider group (competing mode) because the institutions are already 

in place and there has not been, nor is there now, an outcry to change the 

system.

If one agrees that the mega institutions (e.g. Congress, DOT, HHS and States) 

which impact local transportation will not change significantly (regulations, 

subsidies & taxes) in the foreseeable future, this presentation, on the role 

of regulations for local transportation systems, must also be limited by the 

bounds of these institutions. The same limitations contribute to the failure 

of most economists who address local transportation systems. Their theories 

ignore the very complicated real world by imposing neat and precise models on 

what is really a complicated, and extremely imprecise world. President Reagan 

probably said it best a couple of months ago when he said, "There are too many 

economists with Phi Beta Kappa keys on their watch chains - and no watch.

Reality, not desire, dictates a divergence from the development of a compre­

hensive transportation regulation to a review of regulations by market segments. 

Because my knowledge and experience is best suited to a review of the taxicab 

industry and, because taxicab regulations have recently been the subject of 

experimentation, the balance of this presentation will focus on the taxicab 

industry.

The taxicab industry is made up of approximately 4,040 organizations (com­

panies, cooperatives, associations, etc.) which operate 141,000 vehicles..



One-half of the industry's vehicles are located in the 100 largest urban 

areas. Approximately 87% of the vehicles are four-door sedans with the 

remaining 13% being vans, limousines, buses, etc. The industry directly 

provides 240,000 jobs, 87% of which are held by drivers. Transporting 1.87 

billion passengers per year, the industry grosses $4.42 billion per annum.^

The stereotype of the typical taxicab driver and his/her passenger is incorrect. 

In truth, the average driver leases the taxicab (independent contractor), has 

worked in the same taxicab organization for nearly 4 years and drives full time. 

Approximately 60% of all taxicab passengers are transportation disadvantaged 

(e.g. elderly, young, handicapped, unemployed) while the remaining 40% of the

9
passengers are tourists, businessmen and members of affluent households.

Not only are the drivers and riders different from the stereotype, but the 

services provided also differ. Only 82% of the taxicab organizations provide 

exclusive ride service, while 73% offer package delivery, 62% offer contracted 

services, 47% offer shared rides and 17% offer limousine service. Also, 37% 

of all taxicab organizations offer fare discounts to the e l d e r l y . ^

Hopefully, you now have a more accurate perspective cf the size of the tax.'c.ab 

industry ana the magnitude of its competitors. It is also hoped that you under­

stand that comprehensive planning (regulation) of all local transportation 

modes is preferable, but, at this point in time, impractical. Speculation and 

theories have a role to play, particularly in charting desirable future 

courses, but we are here today to deal with current reality.



II. Current T a x i c a b  R e g u l a t i o n s

In reality, the taxicab industry is extensively regulated. The four primary 

areas of regulation are entry (number of vehicles and/or companies), fares, 

safety (insurance, driver licensing) and quality of service (vehicle, conduct 

of drivers, radio dispatch). Regulation extends tc a variety of items including 

the number and type of vehicles, fares charged, trade name, color scheme, 

insurance levels, license fees, inspections, driver licensing, owner's moral 

character, permissi:1e solicitations, placenent of cab stands, 24 hour service, 

two-way radios, meters, etc.

Current regulations trace a heritage to London, England in the year 1635.

King Charles, I restricted the number of paratransit vehicles (horse dra»m 

carriages for hire). Nearly 200 years later, the London Hackney Carriage Act 

of 1831 became the first comprehensive paratransit regulation to be developed. 

The regulations were added to again in 1 8 4 3 . ^  These time tested regulations 

essentially compose today's taxicab ordinances.

To those who may now be saying, "if taxicab regulations haven't beer, sub­

stantially altered in over 150 years, it is high time they be imp :ov d and 

modernized" Remember that "those who fail to remember history are condemned, 

to repeat it". Nearly every imaginable change has been tried with taxicab 

ordinances. While some improvements have been made, in other instances, harm 

has resulted.

Before outlining some regulatory changes which I believe should be considered, 

let us review and learn from several documented regulatory experiments.



Cicies chat have b«.en extensively studied and which are now or have recently 

experimented with their taxicab regulations are: Atlanta, Georgia; Indianapolis, 

Indiana; Phoenix, Arizona; San Diego, California; Seattle, Washington; and 

Washington, D.C. All are major metropolitan cities with a significant tourist 

and convention trade.

Atlanta allowed taxicab open entry in the mid 1960’s primarily to merge its 

taxicab and private car service industries. This action was viewed as a civil 

rights issue because private car services were operated by blacks while 

taxicabs were operated by whites. In ten years, the number of taxicabs 

doubled to 1,400 and the number of companies grew from 5 to 55. Atlanta 

allowed open entry, but continued to set a uniform fare and regulate safety 

and service quality.

In *arly 1977, a task fynrce recommended that A t o t 3Inanee be 

totally revised. Atlanta’s Chamfelh^ af'-Commerce joined the'

call for improved taxicab regulations. A Chamber funded research project 

found driver income c 1 be extremely low and reported that, "What this means in 

terms of taxicab drivers is that the rip-off becomes a frequent occurrence... 

insults to riders and inadequate service abound... It is important to note 

that this has occurred as a result of the influx of unqualified, casual 

drivers..."12

On February 3, 1981, A t & * a ^ ^ ^ c t a £ - . c  ne»?tattfcab or*' l a n c e t  Theorditfjuice/ 

(in effect today)- limit*** entry(attempting to reml'iTe "the number of taxic'aba? 

crom 1,500 to 1,200), establish#* unlfc'- 13igul*ter^ safety antfi ^

-ntv,
quality. Open-entry;did not meet Atlahtir’s requirements for qualltycb«3tida|*

r
service.*

* A summary of a U.S. District Court ruling upholding the right of Atlanta to



Indianapolis' experience with open entry is worth reviewing because city 

officials administratively enacted open entry without changing the ordinance—  

they simply issued new permits. Open entry was brought about primarily by the 

bankruptcy of the major fleet which had operated 302 of the city's 502 taxicabs. 

Open entry began in 1973 and, within one year, the city decided to return to 

restricted entry. In this case, all regulation (uniform fares, safety and 

quality) and enforcement remained constant with the lone exception of entry.

A DOT sponsored study reviewed Indianapolis' experience with open entry as-/ 

follows:
Mb

"After the first winter the independent operators found they had no 
money to maintain or repair their vehicles. Insurance cancellation 
notices received by the City Controller's Office increased from one 
or two per month to about one hundred fifty per month. Complaints 
to the City about cab service tripled... the cab driver often could 

"not be found... service complaints were particularly high in relation 
to airport taxi business. From the City's standpoint, enforcement 
became a major problem...added to these difficulties was a reported 
rise in the amount of crime committed by taxi drivers and operators.
In 1977 it was discovered that one firm of 13 cabs was operating a 
drug ring which was the largest such drug operation ever uncovered 
in the City. At least one prostitution ring run by a taxicab 
operator was also uncovered. The reported^apes and robberies 
committed by taxi drivers also increased."

Needless to say, open entry did not meet Indianapolis' desire for a stable 

taxicab industry.

The State of Arizona deregulated its entire transportation industry (buses, 

trucks, taxicabs) in 1982. Phoenix, therefore, differs significantly from 

Atlanta and Indianapolis for several reasons. In Phoe'ix, there was state 

regulation instead of municipal regulation, and open entry was combined with 

open fares and the removal of quality of service regulations. The only 

element which continued to be regulated was safety (licensing, vehicle 

Inspections). Therefore, Phoenix does provide a rare example of what happens 

when an entire local transportation system is deregulated. The results are



d i s a p p o i n t i n g l y  s i m i l a r  to c i t i e s  w h i c h  a l l o w e d  o p e n  e n t r y  e x c l u s i v e l y  i n  t h e  

t a x i c a b  s e g m e n t  o f  t h e  l o c a l  t r a n s p o r t a t i o n  m a r k e t .  T h a t  is, f a r e s  r o s e ,  

d e m a n d  f o r  s e r v i c e  d r o p p e d ,  t h e r e  w a s  n o  s e r v i c e  i n n o v a t i o n  a n d  t h e  a i r p o r t  

h a d  s i g n i f i c a n t  n e w  p r o b l e m s .

Where there was once two companies operating 240 vehicles there are now forty-

five companies operating 440 vehicles. Other results were reported in a DOT

sponsored study as follows:

"After deregulation, Yellow/Checker increased its fares to $1.20 per 
mile (retaining the $.85 drop charge) and $12.00 per hour waiting 
time. This represents an increase of 33% for the average four mile 
trip...the lowest [increase in fares] in Phoenix...there has been 
essentially no service innovation...taxi patronage has declined 
since deregulation, in spite of the substantial increase in the 
number of cabs...The number of passenger trips per active taxicab 
per day has declined by about 33% for the entire industry.. .Con- ... 
sequently, deregulation has had virtualj.^ no effect on automobile 

"Users and transit dependent travelers."

3y any measure, total deregulation in Arixona" h n r  net-provided tha innovation 

and competition promised by the economists. rln all fairness, however, it 

should be noted that Phoenix's publicly owned transit system continued to 

receive federal and state subsidies and tax preferences which, most certainly, 

affected the private operators’ ability to compete.

Planners in San Diego, more than any other city, seemed to work very hard at 

developing a rational, contemporary paratransit ordinance. They studied the 

issue and received federal funds to aid their data collection and evaluation 

efforts. Not only was their movement toward open entry more thoughtful and 

calculated, but several factors indicate that an increase in taxicab supply 

was fully warranted.

In 1979, San Diego allowed gradual open entry (15 new taxicab permits per 

month), removed fare controls and allowed jitneys to operate. Prior to open 

entry, 68 companies operated 409 taxicabs serving city with a quickly



expanding population and a burgeoning convention and tourist trade. Today, 

there are 310 companies operating 915 taxicabs.

A DOT sponsored study reported:

"The average fare for exclusive ride taxi service in San Diego has 
risen over 60%, from $4.50 for a 5 mile trip in July 1979 under the 
pre-revisions standard to $7.25 as of December 1981... little real 
pricing innovation...there were 30% more vehicles but each vehicle 
was providing only 85% as much service per d a y ...suggest little or 
no increase in total geographic service coverage... the primary 

changes in taxi user profiles observed over three years of Taxicab 
Passenger Profile Surveys (PPS) include a higher incidence of more 
affluent, visitor and less frequent taxi trip-makers, a reduction in 
low-income, resident and young riders and in military personnel... 

City documentation of regulatory costs, still incompl^e, suggests 
that annual regulatory costs have increased by 158%."

In May of 1983, San Diego imposed a one year moratorium on the issuance of new 

taxicab permits and limited transfer of permits. In October of 1984, San 

Diego permanently restricted taxicab entry and has cracked down even further 

on permit transfers. Opett~«ntry did* n o t’ cra'ati fare competition, aervJhti
•.« * '.•*+* 't "• v*

innovation or the improved service quality hoped for itt- San Diego»<'--

The City of Seattle, and a year later its surrounding King County, changed its 

taxicab ordinance (May 1979) as a result of a sweeping review of all City 

regulation of private industry. ordinance replace^p.the

taxi-to-population ratio (1 taxicab for every 2,500 Seattle residents) {hat 

had previously existed. {The ordinance also deregulated fares.(could be 

change^'ro ? P ^ ^ ? F * ^ ^ ^ ^ ^ ^ a n d  there was an effort to encourage variable fares 

for shared rides and weekend servide.

For Seattle, the DOT sponsored study stated:

"First, exclusive ride taxi rates have risen faster under open rate 
setting than they likely would have under continued standardization. 
Average fares for a five mile taxi trip in Seattle rose some 72% 
from $4.30 under the pre-revision standard to $7.40 through April 
1982...the primary innovations have been in the form of discounts 
offered to repeat, advance reservation and long-haul customers, and



higher races for nighttime service or short trips... veteran op­
erations predicted that the new single-cab companies would "skim the 

cream" off the traditional taxi business, garnering a disproportionate 
share of long-haul trips to the exclusion of a balanced city wide 
service delivery. This result has been documented...there were 51% 
more vehicles ir. May 1981 but each vehicle was only providing about 

76% as much service...suggest little or no increase in total geographic 
service...The three large service companies refused 10% of their 
calls, while independent fleet operator turned down 37%...The median 
vehicle age was four years in mid 1979 and had increased to six 
years by the close of 1981...suggest.that total passenger trips 
declined 25% between 1979 and 1981."

The city of Seattle is still experimenting with open entry, but for King 

County, the experiment is over. In October o f  1984, the County restricted 

entry (one year ujoratoriua) and imposed a uniform fare..

Washington, D.C. is the only major city in America to have long term experience 

and acceptance of open entry. Washington doer, regulate safety and quality, 

and has established a uniform fare.

-    . ^

The never experienced anything but the

current mode of taxicab regulation. Some ordinance changes have been made, 

(e.g. shared rides used to be provided at the driver's discretion and are now 

subject to the first passenger's approval) but overall, Washington has not 

spent much time examining its taxicab regulations.

The City estimates that 11,000 people are licensed to drive taxicabs, that 

there are approximately 9,604 vehicles operating as taxicabs and that 8,550 

monthly insurance stickers are routinely issued.

A newly released study indicates that:

"...the average driver worked 5.5 hours per day...the average 
taxicab on the street is about nine years old...in the first ten 
months of 1984 the Department received approximately 900 written 
complaints...the two most prevalent causes of complaints are refusal 
to serve (23.6%) and over-charging (22.0%)... in-vehicle data collection 

(was performed in October 1984]...of the total 305 trips attempted,



13 were refused...in addition 17 were no shows...the driver over­

charged in 102 cases or 36.3%...the average over-charge was 22.3%..." '

Although the city of Washington may be hesitant to change its taxicab ordinance, 

it is probable that not toe many ocher cities would accept the extremely high 

incidence of over-charging and trip refusals so prevalent in D.C. It is

difficult to call to mind another city that would tolerate vehicles that are

an average of 9 years old.

In summary, regulatory relaxation, when focused primarily or exclusively on 

taxicabs, has not provided the results economists have promised. Open entry 

does not bring about service innovation or service area expansion. On .’he 

contrary, the evidence indicates that open entry produces inferior service 

(e.g. older equipment, increased service refusal, increased price gouging and 

increased administrative costs) which eads to reduced demand for taxicab 

service.

Likewise, total fare decontrol does not lead to variable fares for peak and 

off peak service, but rather leads to inflated fares which serve to further

reduce demand for taxicab service.

III. Reasonable Taxicab Regulatory Reforms For Major U.S. Cities

While I represent the taxicab industry, I have never been a taxicab operator.

The following comments are my personal views. The members and Board of 

Directors of the International Taxicab Association have not reviewed these 

remarks and have not endorsed or even formally discussed these concepts.



Entry restrictions may need to be reviewea. Approximately 88% of all commu­

nities having taxicabs control entry. Of the 12% which do not control entry,

half (6% of all communities having taxicabs) have never controlled entry and

18
currently have a total of 10 or fewer taxicabs operating in their city.

Open entry is not the answer to a community's legitimate desire to improve its 

taxicab/paratransit service. The emotional and political upheaval caused by 

merely mentioning open entry, coupled with its failure to "improve" the 

industry, should make it plain that it is not the answer. However, a fixed 

ceiling on permits may also not be the answer.

I believe that reasonable entry standards are the key to proper regulation. 

Convenience and necessity or population ratio standards are flexible and when 

properly administered, are successful. The key here is proper r Jninistration. 

With population ratios, (i?of taxicabs per 1,000 population) it is easy to 

determine when more licenses could be issued. The difficulty is determining 

the proper ratio. Should the ratio for a densely populated city be the same 

as a sprawling, less dense city? Should local trip patterns (e.g. reliance on 

public transit vs. the private automobile) be taken into consideration in 

determining ratios?

If the city chooses to control entry by a convenience and necessity clause, 

then how is convenience and/or necessity measured? Should a formula which 

takes into account population changes, tourist influx, public transit ridership, 

disembarking airplane passengers, etc., be developed? If the answer is yes, 

how would the formula be created, measured and implemented?

I favor the convenience and necessity clause that features a publicly known 

formula. The formula should be developed in consultation with elected city



officials, taxicab operators, public transit officials and public interest 

groups. All of the factors utilized in the formula must be measurable and 

routinely published (at least annually).

A method to appeal the components of the formula should be available in case 

any item(s) should reasonably be discounted as a one time temporary increase/ 

decrease. Also, changes in industry efficiency (e.g. computer dispatching) 

may call for an adjustment in the formula. If the formula calls for an 

increase in licenses, then the licenses should be made available for issuance. 

If, on the other hand, the formula calls for a reduction in licenses, then 

existing operators should be given the opportunity to purchase outstanding 

licenses and return them to the city.*

The formula should be tabulated every one or two years (probably in April) 

with 60 days allotted for appeals. After the appeal period is closed and all 

appeals are resolved there should be a 90 day period to grant new licenses or 

retire excess licenses.

Fares are another area that could reasonably be reformed. The current hearing 

process for setting uniform fares can be burdensome and lengthy. Extended 

delays in granting fare increases can be damaging to the industry and ultimately 

to the taxicab riding public.

I lfcan toward a taxicab fare regulation that would allow for a zone of reason­

ableness in fares. The zone of reasonableness could be 10 to 15% above or 

below the weighted average fare (or current citywide fare) and would allow for

* Taxicab operators in Montreal, Canada have been authorized to purchase and 
retire up to 2,000 taxicab licenses.



fare competition and fare increases when needed (e.g. the fast paced inflation 

of the 1970's). For consistency and public awareness, the fares should be 

permitted to be changed only twice a year during designated months (e.g. April 

and October). While fares could vary between fleets, each fleet should be 

required to have a uniform fare. Thus consumers would shop quality and fares 

on a fleet wide basis.

Various surcharges (waiting time, night service, rush hour service, snow storm 

service, extra baggage, etc.) should continue to be permitted. Like the meter 

fare, the surcharges should be allowed to change only twice a year and should 

be uniform throughout the fleet. Unlike the meter fare, it would be imprac­

tical to determine weighted average surcharge rates, because not all fleets 

will implement all the various surcharges. Consequently, it may be best to 

put a cap on annual increases for each surcharge (e.g. 15%).

Another fare setting mechanism could be a fare formula. The formula could 

adjust fares (annually) based on cost increases/decreases for: 1) automobiles, 

2) maintenance, 3) fuel, 4) insurance, 5) driver earnings and 6) financing 

(interest rates). In this case, there could still be a zone of reasonableness 

or, the formula could be used to set a citywide taxicab fare. There are two 

considerable benefits to a citywide fare. First, every consumer will know 

what they should be charged and second, operators are forced to compete on 

quality of service instead of price.

Safety Issues should continue to be regulated. Every community should examine 

its insurance requirements to assure they are in keeping with today's costs 

and judgements.



Quality of service is an area that is particularly important. I believe that 

all taxicabs should be required to be affiliated with a fleet large enough to 

serve all parts of the city 24 hours a day (e.g. 25 vehicles) and that every 

taxicab be required to have a two-way radio and neter.

IV. Conclusion

When changing 150 years of reasonably successful regulation, caution is advis­

able. Any revision should be carefully thought out and have the acceptance 

or, at least, the understanding, of all affected parties.

When one element of comprehensive taxicab ordinance is changed, then all 

elements need to be reviewed. Safety and citywide fares can be adjusted 

without a total review, but significant revisions to entry, fare structure or 

quality standards require detailed analysis. Changing entry standards without 

changing the fare structure and quality standards will most likely lead to a 

deterioration of service quality. So if it becomes necessary to take action, 

act with caution and reasonableness.
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DISTRICT COURT RULES IN FAVOR OF ATLANTA’S RIGHT
TO REGULATE TAXICABS

The city of Atlanta received a favorable decision in a final ruling by the United States D istrict Court. This was 
the second of two rulings made by the court which granted summary judgements to the defendant (city of 
Atlanta). (Once summary judgements are made and there are no remaining issues in a case, the case is 
terminated.) The first rulings, also in favor of the city, were granted by the District Court in August 1983. Both 
rulings uphold Atlanta's right to regulate the taxicab industry through city ordinances.

Court documents state, "The ordinance which is the 
subject of this action is a comprehensive reorgani­
zation of the ordinances regulating veh ic les for hire 
within the city of Atlanta. The industry has historically 
been regulated by the city pursuant to the police 
power granted by the state of Georgia. In 1980, 
prompted by concerns about the quality of taxi ser­
vice, the City Council adopted an ordinance designed 
to freeze the number oi vehicles and drivers operating 
in the city."

The orig inal civ il rights action, filed by the Airport 
Taxicab Advisory Committee, alleged that the city's 
regulation of taxicabs had violated federal and state 
interstate commerce laws and First and Fourteenth 
Amendment rights of equal protection and due pro­
cess guaranties, freedom to travel anc! to freely asso­
ciate.

In August 1983, attorneys for the city of Atlanta requested 
summary judgement on all claims filed by the plain­
tiffs. The Court ruled for summary judgement in two 
instances. Ruling in favor of the city, the court ‘ound 
that transporting passengers by taxicab w ith in the city 
is not interestate commerce and that the city was well 
w ithin its rights granted by me state of Georgia to 
regulate the taxicab industry.

As far as transporting passengers to and from the 
airport, the court ruled that this does not constitute 
interstate commerce. Previous case law had already 
established that only prearranged ground transpor­
tation for passengers arriving from out of state and 
making connections for further out of state travel can 
be considered interstate commerce.

Further, the Court ruled that while taxicab drivers may 
prefer to serve the airport, they are not required to do 
so, but are required to semice any passenger wishing

to travel by taxicab. Had a taxicab company been 
granted a monopoly on airport service, interstate com­
merce laws would be applicable. However, this is not 
the case in Atlanta Moreover, passengers travelling 
to and from the airport are not exclusively interstate 
travellers and seldom do taxicab drivers transport 
airport passengers over state lines. Passengers are 
not restricted to using taxicabs and are free to choose 
other modes of transportation for travel to and from 
the airport.

The second instance of summary judgment was made 
regarding the limit on the number of Certificates of 
Public Necessity and Convenience (CPNC's) issued 
by the city to taxicab owners and the residency 
requirement for permit holders. Through the regulat'ng 
ordinance, the city has lim ited the number of CPNC's 
to 1200, but has placed no lim it on the number of 
driver permits. According to the ordinance, provision 
is made for a review of the maximum number of CPNC's 
every three years and the right to increase the ceiling 
of 1200 has been reserved by the city.

(Continued on page 5)
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•  John Davidson. Las Cruces. New Mexico "Very 
'we ll planned and organized attendees' com- 
iVients were all favorable . would like to see a 
session on experiences with computers and more 
motivational speakers."

•  Billy Wilkes, San Francisco, California . .. "Infor­
mative and educational . . obsen/ed an industry 
that is flexing its muscle . . an image change is 
occurring . . .  the breakout sessions are excellent

operators express trials and tribulations and 
method's to overcome them."

•  Ellis Houston, Houston, Texas . .. "The highlight of 
the program was the fellowship of the operators. . .  
overall, very good."

•  Sharron Frank, Denver. Colorado . . . "Great con­
vention . . . another job well done . .. would like to 
see deregulation update."

Once again the ITAwould like to express its sincere 
appreciation to theVord Mo’or Company for spon­
soring Lunch with tne Exhibitors and to Peugeot 
Motor Company of America for sponsoring Break­
fast with the Exhibitors. These events were well 
attended and contributed to the success of the Annual 
Convention. \

\
\

SHOPTALK
\

The WALL STREET JOURNAL (i|uesday, November
27, 1984) carried a fairly substantial article titled "The 
Resurgence of Private Participation in Urban Mass 
Transit Stirs Debate". Several caste studies of suc­
cessful contracts with private compan.es providing 
public transportation services were ̂analyzed in the 
article. The article, timely in view of the recent Private 
Enterprise Policy released by UMTA, ̂ Iso discusses 
the barriers to contracting with private providers and 
reasons wh', the private operator could\provide sat­
isfactory service. ITA's past president, Diak Hunt, Yel­
low Cab Company, Indianapo'is, Indiana is quoted in 
the article. \

John W. Hall, Black & White/Yellow Cabs, Little Rock, 
Arkansas has been elected justice of the peace of 
quorum court in Little Rock with 62% of the vote in a 
three way race. Mr. Hall w ill carry out the duties and 
responsibilities of county supervisor and village jus­
tice. \

The ITA is pleased to report that both the Operator: of 
the Year and the Driver of the Year award recipients 
received positive and extensive local press coverage.

A T L A A / T a
In granting summary judgement to the city, the court 
found no evidence that lim iting the number of CPNC's 
would create a monopoly or lim it competition and that 
the ordinance is "a valid exercise of the city's police 
power to better meet what the city determines to be 
the public need." The court also upheld the require­
ment that taxicab drivers be a resident of Atlanta for 
one year. Stating that "pub lic safety and efficient ser­
vice are legitimate interests for the city to pursue", the 
court recognized that geographic familiarity and com ­
petency in English were reasonable requirements 
contained in the city's ordinance.

Because insufficient arguments had been presented 
by both sides on the free association and equal pro­
tection issue, the court deferred judgement. In the 
meantime, amendments to the ordinance were made. 
In March 1984. the court ruled on the remaining points. 
Once again, the court's decision reinforced the city's 
right to regulate the taxicab industry and determine 
the best interests of the public.

On the issue J  equal protection and due process the 
city's permit application and revocation requirements 
were called into question. The ordinance stated that 
driver permits be denied to applicants with criminal 
convictions within five years of application. Permit 
holders convicteu of felonies would be subject to 
discip linary action at the discretion of the Mayor. In 
December 1983. this section of the ordinance was 
amended to provide that crim inal convictions shall 
not automatically disqualify an applicant and ihat dis­
cretionary powers exist for holders as well as app li­
cants.

The court found that applicants and permit holders 
with crim inal convictions were treated equally under 
the ordinance and granted the city's request for sum­
mary judgement.

Plaintiffs argued that the ordinance violated the right 
to free association by requiring taxicab companies to 
have a minimum of 25 vehicles and that drivers must 
be affiliated with company. On the other hand, the 
de fe ndan ts p le aded tha t the m in im um veh ic le 
requirement was reasonable and kept to "manage­
able m inimum" the number o f companies in operation. 
"Companies are the conduit through which the city 
inspects, inventories and regulates the industry's 
operations." The affiliation requirement aides the city's 
regulatory authority in identifying and locating ind i­
vidual drivers.

In granting summary judgement to the city on this 
issue, the court found that these “ordinance require­
ments serve legitimate government interests in that 
they facilitate the city's regulation of th j taxicab indus­
try."

(Continued from page 1)
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C E B  2  B  i5So
' F e b r u a r y  19, 1 9 8 6

R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n  
Pouch V
Juneau, Al^iska 99811 

Dear A d e l h e i d :

Th a n k s  -for s e n d i n g  c o p y  of HB 3 7 6 .  As y o u  m a y  b e  a w a r e  t h a t  we
have an o r d i n a n c e  on v e h i c l e s  -for hire, a n d  s u p p o r t  MB376. I 
have a s k e d  t h e  p o l i c e  chief- to r e s p o n d  t o  t h i s  bill.

Sh o u l d  t h e r e  be a n y  f u r t h e r  w a y  t h a t  w e  m a y  le n d  e f f o r t  to H B 3 7 6  
p a s s a g e  p l e a s e  a d v i s e .

J i m  0. C l a r k  
B o r o u g h  M a n a g e r

b jt


