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The taxi industry in San Francisco is currently unable to meet dispatch service goals set forth by
the City’s Taxi Commission. Data collected for the 2007 Public Convenience & Necessity
Report shows that 13% of dispatch taxis do not show up at their promised pickup locations.
However, among the taxis that show up, response time between reservation and arrival averages
13 minutes. Thus, no-show is seen as a problem for the current dispatch system. Further
analysis highlights that this problem stems from a lack of incentives provided to drivers to
service dispatch.

When government intervenes to alter market behavior, there are two basic methods: 1) imposing
regulation and 2) creating incentives. As regulations can be difficult to impose, an incentive-
based recommendation is more cost-effective to implement.

Recommendation

In this context, a market-driven strategy is proposed to improve current dispatch service. The
specific recommendation is a price incentive structured in the following ways:

e Implement a $5 dispatch surcharge during peak periods.
e Implement a $2 surcharge during non-peak periods.

These surcharges are likely to motivate many drivers to service dispatch trips by compensating
them for potentially giving away flag down opportunities while servicing a dispatch. This
implies a dramatic reduction in no-show incidents, translating into a reliability measure that will
help the industry meet the Taxi Commission’s service goals. Furthermore, implementation cost
is only distributed to the beneficiaries of the improved dispatch system. In comparison, other
possible alternatives — a global positioning system (GPS) mandate, an increase in medallions,
and a centralized dispatch system — are less cost-effective, where cost implies the total cost for
financial, political, and equity consequences. As a result, this surcharge recommendation is seen
as the most cost-effective solution in improving the quality of dispatch service in San Francisco.
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1 Problem Introduction

1.1 A Call to Improve Reliability and Response Time

The San Francisco taxi industry’s unique role within the City’s public transportation network
necessitates a level of regulation that is not required by other public and private industries.” This
presents the challenge of providing the appropriate blend of economic incentives and regulatory
measures to achieve an adequate level of taxi service for the City’s residents and visitors.

The San Francisco Taxi Commission’s February 2007 Public Convenience & Necessity (PC&N)
Report states that the City’s current level of taxi dispatch service does not meet the established
response time goals for taxi service as described in the Commission’s Taxicab/Ramped Taxi
Rules and Regulations.® Specifically, the following goals are not met:

10-minute arrivals for 70% of the dispatches
15-minute arrivals for 80% of the dispatches
30-minute arrivals for 99% of the dispatches
An implied no-show rate of 1%

Based on a survey conducted at year-end 2006, the latest PC&N Report states that “49.75% of all
taxis dispatched are no-shows>.” Furthermore, the average time between initial customer contact
and taxi arrival is “16 minutes and 20 seconds.” Average time between “time of booking” and
taxi arrival is found to be “14 minutes and 45 seconds.”

Though the PC&N reported response time statistics are not directly comparable to the response
time goals established by the Taxi Commission, a large discrepancy is observed between the
reported no-show rate of 49.75% and the implied goal of 1%. Due to this reason, the Mayor’s
Office of Public Policy and Finance requested the Goldman School of Public Policy at the
University of California, Berkeley, to make recommendations on how best to improve San
Francisco’s taxi dispatch service. This report summarizes research findings and analyses
cumulating into a market-driven recommendation to increase service reliability. Alternative
recommendations are compared on a cost-effectiveness basis.

1.2 Size of the Problem

The Taxi Commission, for the first time, performed data gathering and analysis for the 2007
PC&N determination without the assistance of a third-party consultant. As acknowledged by the
Taxi Commission, the latest survey and analysis contain methodological issues that will need to

! For a full discussion of taxi entry controls, please see Bruce Schaller’s “Entry Controls in Taxi Regulation:
Regulatory Policy Implications of U.S. and Canadian Experience,” dated September 2006.

2 Published on the Taxi Commission’s website (http://www.sfgov.org/site/taxicommission_index.asp?id=37437), as
of May 11, 2007.

3 The latest PC&N Report captures in its no-show rate the percentage of time when taxis do not arrive as well as the
percentage of time when taxis are not available. To obtain the 13% figure, the no-show rate was re-calculated using
no-shows only and not incidents of "no cab.”

Improving Taxi Dispatch in San Francisco 1




be adjusted for future reports. The Taxi Commission intends to conduct a hearing on
methodology for future PC&N surveys. Appendix E of this report offers key recommendations
for improving future PC&N survey and analysis, specifically for dispatch service.

Though this report uses the same data collected for the 2007 PC&N Report, the analysis has been
adjusted. The specifics of the recalculation are reflected in Appendix E. An adjusted analysis of
the latest PC&N survey data® derives the following dispatch performance measures for the
industry:

e Taxis do not show up at their promised dispatch locations 13% of the time.
e The average time for a taxi to arrive is 13 minutes®.
e The average time a customer spends on the phone to order a dispatch is 2 minutes®.

For the purposes of this report, no-show rate is defined as the percentage of promised taxis that
do not arrive. The 2007 PC&N Report’s no-show rate includes two types of issues: 1) a
promised taxi not showing up, and 2) a customer being told by the dispatch company that no taxi
is available for dispatch.

As mentioned in the previous section, the response time statistics found in the 2007 PC&N
Report cannot be directly compared to response time goals established by the Taxi Commission.
However, it can be assumed that the Taxi Commission’s 15-minute response time goal is met, on
average, by most dispatch operators. Hence, this report focuses on making recommendations for
improving dispatch reliability as measured by no-show occurrence.

* As stated in the Appendix, an adjusted calculation of industry averages should proportionally weight taxi
companies’ dispatch effect on the industry using self-reported dispatch volume data submitted to the Taxi
Commission every six months.

> This is the average wait time experienced by a customer between reservation and taxi arrival.

® The average time a customer spends on the phone is extrapolated from two statistics provided by the Taxi
Commission: response time from initial contact and response time from booking. However, as stated in the
Appendix, errors are found in the response time data provided by the Taxi Commission.
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2 Methodology for Data Gathering and Analysis

Four main sources of data were gathered for use in this report. The primary and secondary
sources are listed here:

Primary Data Sources
e Stakeholder interviews — San Francisco taxi industry stakeholders were interviewed for
their perspectives and knowledge about improving taxi dispatch reliability and response.

e Stakeholders meeting — After initial research was gathered through individual interviews,
common themes and ideas were presented in a stakeholders meeting held on April 50
2007, at the San Francisco City Hall to obtain further feedback and generate new ideas.

Secondary Data Sources
e  Academic journals, newspaper articles, government publication, data, and statistics
were analyzed for recommendation.
e Industry consultants were interviewed for insight. In particular, consultant Bruce
Schaller’s taxi studies were used for much of this report’s analysis.

For analysis, the primary tool used for comparing different alternatives is a cost-effectiveness
measure. Since the focus here is on improving service reliability, the most important measure
examined is the percentage reduction in no-show rate at a unit of cost. Cost encompasses not
only financial cost, but also political cost. Finally, cost distribution and equity consequences
associated with each alternative are discussed for comparison.
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