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INTRODUCTION

On May 1, 2008, the Committee on Transportation, chaired by Council Member John Liu, will hold a hearing on credit card payments (for the purposes of this briefing paper, the term “credit card” includes debit cards) in taxicabs and how the new payment system is working for the public and drivers.  Those invited to testify include: Matthew Daus, Chair, Taxi and Limousine Commission (“TLC”); Bhairavi Desai, Executive Director of the New York Taxi Workers Alliance; taxi industry representatives; transportation advocacy groups; and taxi technology vendors.

BACKGROUND 


The TLC was created in 1971 to handle the licensing and regulating of New York City’s medallion taxicabs, for-hire vehicles, commuter vans, paratransit vehicles (ambulettes) and luxury limousines.
  According to the TLC’s website, the TLC oversees nearly 50,000 vehicles, 100,000 drivers, and more than 13,000 medallion taxicabs.  The TLC also inspects the medallion taxicabs for safety and emissions and holds hearings regarding violations of its rules and regulations.


One mission of the TLC is to encourage the industries it regulates to adopt technological and other improvements.
  On March 30, 2004, TLC Commissioners approved a taxi fare hike and unanimously voted for a “service improvement package” (also referred to as “The Service Enhancement Project”
). 

Among the service enhancements approved by the TLC at this 2004 meeting were that taxicabs would have to be able to accept credit cards.
  The TLC believes that allowing passengers to pay their fares with credit cards will increase revenue for drivers by enabling people to take more taxi trips and provide greater tips.
  In support of the potential for increased taxicab revenues through the implementation of a credit card system, the TLC has cited research showing that 53% of all consumer payments are made by credit cards.
  In addition to increasing taxicab revenues, the use of credit cards, according to the TLC, will improve customer service by promoting safety, since such a system allows passenger to avoid carrying cash.

The TLC released the Request for Proposals for the technological enhancements on March 2, 2005, and has approved four vendors to provide these enhancements: Creative Mobile Technologies; Digital Dispatch Systems, Inc.; TaxiTech; and Verifone Transportation Systems (also known as Taxitronic).
  Since the approval of these vendors, TaxiTech has filed for bankruptcy and TLC has prohibited TaxiTech from installing its system in any additional taxis.

Under TLC’s schedule, most taxicabs should have been equipped with the ability to accept credit or debit cards by January of this year.
  Some drivers like the new ability to accept credit cards, claiming that their income has increased.
  As the TLC predicted, the increased income may stem from the greater ease in paying fares through the use of a credit card, and the fact that the credit card machines installed in taxicabs automatically give passengers the option to pay tips in fixed percentages.
  The ability to pay with credit cards may also have encouraged business travelers to use taxis more often since credit card usage provides such travelers with a better ability to track expenses.
  Some fleets have also reported that it is easier to fill shifts because drivers are earning more money.

Complaints about the New Credit Card System

Not everyone is pleased by the new requirement that taxicabs accept credit cards.  The Taxi Workers Alliance (“TWA”), a group that represents taxicab drivers, argues that mandating that taxicabs accept credit cards goes beyond the scope of TLC’s role as a regulatory agency.  This group argues that taxicab drivers are private employees, who do not work for the TLC, and that TLC should not be forcing private owners of taxicabs to spend money on what may be expensive enhancements that the owners may not want.


In addition to TWA’s objections, the reliability of the credit card readers has been a major complaint of some taxicab drivers.  In particular, some drivers claim that the ability to accept credit cards depends on the system’s link to a satellite, and that certain trips through a tunnel or among New York City’s tall buildings can result in the loss of the needed satellite signal, causing the credit card machine to stop working.
  Another major complaint focuses on the imposition of a 5% processing fee on every taxicab credit card transaction.  Many drivers contend that this fee, along with other increasing costs, has decreased their income.


Taxicab drivers went on strike twice last year to protest the new technology requirements, including the ability to accept credit cards, that TLC imposed on them.  The Taxi Workers Alliance organized a two day strike on September 5 and 6, 2007
  and a one day strike on October 22, 2007.
  Despite these strikes, the TLC has not changed its requirement that taxicabs be equipped to accept credit cards.

Some taxi drivers have resorted to trying to discourage people from using credit cards.  At least one driver has hired an attorney to fight the TLC requirement
 and some have used other strategies, including taping a “No Credit Card” sign to the taxi partition
 or stating that there are minimum fares or distance requirements.
  Some attempts to pay a fare by credit card have resulted in physical confrontations between the driver and passenger.
  

In response to some taxicab drivers not allowing passengers to pay with credit cards in violation of TLC rules, TLC began a sting operation called “Operation Secret Rider” on January 23, 2008.
  By mid-February, after one month of the sting operation, TLC had issued 93 violations and found that taxicab drivers refuse to accept credit cards only about 7% of the time.
  
CONCLUSION


The ability to accept credit cards has the potential to improve the taxicab experience for both drivers and passengers.  Passengers obtain the convenience of having an additional payment option and not having to carry extra cash.  Drivers may get increased income from higher tips and more trips taken by business riders and others who like the convenience of paying with credit cards.  However, there have been some problems with the credit card payment system.  Some drivers, for example, claim that the payment machines often fail, causing them to go unpaid on a fare.  Some drivers also claim that the 5% surcharge on credit card transactions has caused them to lose money.  This hearing will examine how well credit card processing in taxicabs is working for the public and taxicab drivers.
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