Transportation network companies (TNCs)—
Uber, Lyft, and Via—are now established parts
of many cities’ urban mobility systems. Given
their popularity, they are also attractive tar-
gets for state and local policymakers looking
for a way to fund transit and infrastructure, to
establish parity with taxis, to cover regulatory
costs, and to support programs that improve
equitable mobility.

Today, seven major cities and 12 states have
some type of fee or tax on TNC trips. While
1t may be a straightforward way to raise rev-
enue, these charges are often shortsighted
budget exercises rather than deliberate public
policy. As more states and cities consider taxes
on TNC services, policymakers should be cau-
tious and thoughtful about how their decisions
affect transportation behavior.

Unfortunately, too little is known about TNC
fees. This uncertainty has pitted transit and
new mobility advocates against each other in
an unhelpful debate that has hindered new
kinds of shared-service partnerships and col-
laborative thinking about the best way to get
around increasingly congested places. As ser-
vices like TNCs proliferate around the globe,
it is important to understand what these fees
are, what purpose they intend to serve, and
how they fit into broader metropolitan trans-
portation policies.

The table on the following page shows the cur-
rent state and general purposes of TNC taxes
and fees to date in the United States.

Earlier this spring, the state of New York

levied new surcharges on TNC and taxi trips
in the busiest areas of Manhattan, while in

Eno Center for Transportation

Washington State, efforts to apply the taxi
sales tax to TNCs failed. Georgia lawmakers
proposed a TNC-trip fee as part of a region-
al transit bill. Philadelphia officials called for
switching its per-trip percentage assessment
to a $0.50 surcharge in order to generate more
revenue.

Policy Questions

There are four main questions cities and states
are trying to answer when they levy taxes and
fees on TNCs. Some reflect a rational nexus
between the fee charged and the needs created
and benefits incurred by the service. But that
1s not always the case.

Can TNC taxes and fees offset negative effects
of urban congestion?

TNCs are criticized for exacerbating conges-
tion, particularly in busy downtown areas
where they are routinely used for work trips.
Despite the growing presence of TNCs on the
streets, the vast majority of U.S. commutes
are in privately owned, single-occupant vehi-
cles (SOVs). Yet, no major city specifically tax-
es SOVs for their disproportionate impact.

TNCs generally support taxes on their services
as long as they are part of broader transporta-
tion initiatives. They have lobbied in support
of congestion pricing, fuel tax indexing, toll in-
creases, and ride-pooling incentives across the
country. For example, TNCs backed Governor
Andrew Cuomo’s congestion pricing scheme
for New York City, but opposed the final out-
come of surcharges only on TNCs and taxis,
sparing all other SOV and truck drivers enter-
ing super-crowded, lower Manhattan.
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http://leg.wa.gov/JTC/Documents/RFPs/RFP_TNC_FINAL.pdf
https://www.bizjournals.com/atlanta/news/2018/02/13/georgia-house-weighs-in-on-regional-transit.html
https://www.bizjournals.com/atlanta/news/2018/02/13/georgia-house-weighs-in-on-regional-transit.html
https://www.bizjournals.com/philadelphia/news/2018/02/21/ppa-parking-authority-taxi-cab-uber-lyft-surcharge.html
https://www.citylab.com/transportation/2018/01/to-measure-the-uber-effect-cities-get-creative/550295/
https://www.citylab.com/transportation/2018/01/to-measure-the-uber-effect-cities-get-creative/550295/
https://www.brookings.edu/blog/the-avenue/2017/10/03/americans-commuting-choices-5-major-takeaways-from-2016-census-data/
http://fortune.com/2017/04/01/uber-congestion-road-pricing/
http://www.thedrive.com/news/19855/uber-lyft-taxi-rides-into-manhattan-get-slapped-with-new-surcharge
http://www.thedrive.com/news/19855/uber-lyft-taxi-rides-into-manhattan-get-slapped-with-new-surcharge

Taxes and Fees Levied on TNCs (as of July 2018)

Location TNC Tax/Fee e Lol g, Disposition of Funds
or Implemented
Chicago, IL $0.67 per trip January 2018 $0.02 to Business Affairs and Consumer Protection

$0.10 to vehicle accessibility fund
$0.55 to city general fund

total fare

New Orleans, LA $0.50 per trip orig- April 2015 100% to Department of Safety and Permits
inating inside the
parish
New York, NY 8.875% of total fare 2014 51% to city general fund
45% to state general fund
4% to Metropolitan Transportation Authority
E $2.75 per trip or $0.75 | January 2019 100% to Metropolitan Transportation Authority
5 per rider if pooled
Philadelphia, PA 1.4% of total fare November 2016 By Pennsylvania state law:
of trips originating 66.67% to city public schools
inside the city 33.33% to city parking authority
Portland, OR $0.50 per trip December 2015 100% to Bureau of Transportation
Seattle, WA $0.24 per trip on rides | July 2014 $0.14 to Department of Finance and Administra-
originating inside the tive Services
city $0.10 to Wheelchair Accessible Services Fund
Washington, D.C. 6% of total fare October 2018 17% to Department of For-Hire Vehicles
83% to Washington Metropolitan Area Transit
Authority
Alabama 1% of total fare February 2018 50% to Public Service Commission regulator
50% to trip-originating cities and counties
California 0.33% of total TNC September 2013 100% to California Public Utilities Commission
revenue Transportation Reimbursement Account
Connecticut $0.25 per trip January 2018 General fund
Hawaii 4% of total fare January 2018 General fund
Maryland State law allows July 2015 100% to State Transportation Network Assessment
individual counties Fund
and municipalities
to impose their own Cities assessing maximum $0.25: Ocean City, An-
per-trip assessments napolis, Frederick, Brunswick, Baltimore
up to $0.25 Counties assessing maximum $0.25: Montgomery,
Prince George’s
Massachusetts $0.20 per trip August 2016 50% to trip-originating cities infrastructure
§ 25% to taxi industry assistance
& 25% to Commonwealth Transportation Fund
n
Nevada 3% of total fare May 2015 100% to State Highway Fund up to $5 million in a
two-year period, then deposits into State General
Fund
New York 4% of total fare on June 2017 100% to state general fund
trips originating out-
side NYC
2.5% of total fare 2014 100% to Black Car Fund workers’ compensation
insurance
Rhode Island 7% of total fare July 2016 General fund
South Carolina 1% assessment on June 2015 1% to Office of Regulatory Staff

99% to State Treasury Trust and Agency Fund

South Dakota

4.5% of total fare

October 2017

General fund

Wyoming

4% of total fare

March 2017

69% to state general fund
31% to local governments

*Note: This table was updated to include Connecticut and Wyoming on July 25, 2018.
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https://www.cityofchicago.org/content/dam/city/depts/bacp/publicvehicleinfo/publicvehicle/TNPLicenseFactSheetJan012018.pdf
https://www.nola.gov/mayor/news/archive/2015/201504015-uber/
https://www.nytimes.com/2017/07/05/business/how-uber-may-have-improperly-taxed-its-drivers.html
https://www.tax.ny.gov/pubs_and_bulls/tg_bulletins/st/quick_reference_guide_for_taxable_and_exempt_property_and_services.htm
https://www.governor.ny.gov/news/governor-cuomo-announces-highlights-fy-2019-budget
https://www.governor.ny.gov/news/governor-cuomo-announces-highlights-fy-2019-budget
http://www.legis.state.pa.us/cfdocs/billInfo/billInfo.cfm?sYear=2015&sInd=0&body=s&type=b&bn=984
https://www.portlandoregon.gov/citycode/article/536367
https://www.seattle.gov/business-regulations/taxis-for-hires-and-tncs/transportation-network-companies/tnc-companies
https://www.washingtonpost.com/news/dr-gridlock/wp/2018/06/26/d-c-councils-vote-to-increase-ride-hailing-tax-will-likely-mean-higher-uber-and-lyft-fares-to-support-metro/
https://www.al.com/news/index.ssf/2018/02/lawmakers_pass_bill_on_statewi.html
http://docs.cpuc.ca.gov/publisheddocs/published/g000/m077/k192/77192335.pdf
http://docs.cpuc.ca.gov/publisheddocs/published/g000/m077/k192/77192335.pdf
https://www.cga.ct.gov/2017/BA/2017SB-01502-R00SS1-BA.htm#P2730_278382
http://files.hawaii.gov/tax/legal/tir/tir18-01.pdf
http://mgaleg.maryland.gov/webmga/frmMain.aspx?id=sb0868&stab=01&pid=billpage&tab=subject3&ys=2015RS
http://taxes.marylandtaxes.gov/Business_Taxes/Business_Tax_Types/TNC_Assessments/Transportation_Network_Service_Rate_Chart.pdf
http://taxes.marylandtaxes.gov/Business_Taxes/Business_Tax_Types/TNC_Assessments/Transportation_Network_Service_Rate_Chart.pdf
http://taxes.marylandtaxes.gov/Business_Taxes/Business_Tax_Types/TNC_Assessments/Transportation_Network_Service_Rate_Chart.pdf
http://taxes.marylandtaxes.gov/Business_Taxes/Business_Tax_Types/TNC_Assessments/Transportation_Network_Service_Rate_Chart.pdf
https://malegislature.gov/Bills/189/H4570/BillHistory
https://www.leg.state.nv.us/Statutes/78th2015/Stats201513.html#CHz278_zABz175
https://www.tax.ny.gov/bus/tnc/assessment.htm
http://www.nybcf.org/faqs/
http://www.tax.ri.gov/Tax%20Website/TAX/notice/Notice%202016-02%20--%20Transportation%20network%20companies%20--%2006-30-16.pdf
http://www.scstatehouse.gov/sess121_2015-2016/bills/3525.htm
http://www.scstatehouse.gov/sess121_2015-2016/bills/3525.htm
https://www.argusleader.com/story/news/city/2017/10/16/sioux-falls-officials-announce-new-transportation-option-city/767751001/
http://www.wyoleg.gov/Legislation/2017/HB0080

Should TNC taxes and fees fund infrastructure
and public transit investment?

Several states deposit tax revenue into gen-
eralized state transportation funds for infra-
structure. Of those states, a subset, including
Maryland, South Carolina, and Massachu-
setts, return portions of the assessments to
each municipality or county where the trip
originated, where they are likely to be spent
improving local roadways. In a few cities, lead-
ers are wielding TNC fees as a way to both take
advantage of growing TNC competition and to
prop up the budgets of their public transit au-
thorities, partly to offset ridership losses.

However, the revenues raised from TNC fees
are very small compared to transit agency
budgets. Chicago’s new 15-cent fee increase is
dedicated to the regional transportation net-

work and will raise an expected $16 million
this year in order to support the agency’s $2

billion annual operating budget. The District
of Columbia’s 2019 Budget Support Act raised
the TNC per-ride tax to 6 percent, up from 1
percent, in order to raise an estimated $18
million for its regional transit system’s $1.8
billion annual operating budget.

Local D.C. officials justified this escalation
saying TNCs are direct competitors diverting
local ridership and revenue away from subway
trains and buses. In response to these asser-
tions, TNCs point to research indicating their
efficacy as first-mile, last-mile and late-night
complements that encourage transit use. (Six
District of Columbia council members recent-
ly introduced legislation to reduce the pooled
ride tax back to 1 percent, which would help to
encourage sharing of rides.)

Cities and States with TNC Taxes or Fees (as of July 2018)
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Cities:

Chicago, IL

New Orleans, LA
New York, NY
Philadelphia, PA
Portland, OR
Seattle, WA
Washington, D.C.

States:
Alabama
California
Connecticut
Hawaii
Maryland
Massachusetts
Nevada

New York
Rhode Island
South Carolina
South Dakota
Wyoming
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https://www.citylab.com/transportation/2018/04/taxing-uber-and-lyft-to-fund-transit-isnt-fair-to-transit/558812/
http://www.chicagotribune.com/news/local/politics/ct-met-emanuel-budget-preview-1018-story.html
https://chicago.suntimes.com/chicago-news/uber-lift-fees-chicago-budget/amp/
https://www.washingtonpost.com/news/dr-gridlock/wp/2018/06/26/d-c-councils-vote-to-increase-ride-hailing-tax-will-likely-mean-higher-uber-and-lyft-fares-to-support-metro/?noredirect=on&utm_term=.a5715cf35392
https://www.washingtonpost.com/local/trafficandcommuting/why-dc-is-targeting-the-ride-hail-industry/2018/03/31/ef01fca8-3473-11e8-94fa-32d48460b955_story.html?utm_term=.1508b0df4e2b
http://sharedusemobilitycenter.org/wp-content/uploads/2016/04/Final_TOPT_DigitalPagesNL.pdf
https://www.enotrans.org/article/four-takeaways-from-ubers-big-launch-day/
https://www.washingtoncitypaper.com/news/loose-lips/blog/21012973/uber-and-lyft-could-get-tax-relief-under-new-dc-bill
https://www.washingtoncitypaper.com/news/loose-lips/blog/21012973/uber-and-lyft-could-get-tax-relief-under-new-dc-bill

Can TNC taxes and fees provide parity with
traditional taxi services?

Taxes on traditional taxi services predate the
advent of TNCs. Eight states apply their gen-
eral sales taxes to taxi trips. Seattle, Wash-
ington, D.C., and New York City have per-trip
taxi fees that augment local budgets. Hawaii,
South Dakota, and Rhode Island -clarified
through state law and agency guidance that
TNCs are indeed subject to an equal sales tax
rate as taxis there. Portland, Oregon levies
an equal $0.50-fee on both service providers’
rides. Deregulation is another path of equiv-
alence: New Jersev repealed state sales tax-
es on limousine services effective May 1, 2017
so both TNCs and limousines could compete
without extra taxes.

Blanket application of service sales taxes and
taxi fees on TNCs make competition for single
riders seem fairer, but it could cause unintend-
ed consequences. One newer feature of TNC
services in major urban hubs is ride pooling:
two or more people who happen to be traveling
in the same direction can share a trip (Uber-
POOL, Lyft Iine, and Via). With a theoreti-
cally unlimited chain of passengers entering
and exiting throughout a pooled mega-route,
a taxi-like per trip fee added to each rider’s
bill could tax a shared-use vehicle many times
over—discouraging a travel option that has
potential benefits for reducing congestion and
mitigating environmental impact. Flat fees,
such as Chicago’s 67 cents per ride, amount to
a regressive tax on the lower cost rides, espe-
cially those that are shared rides. For exam-
ple, A 67 cent fee on a $4 shared ride amounts
to an 18 percent tax.

Another key difference between TNCs and
taxis is how prices are calculated. TNCs are
unique for their app-based, on-demand vari-
able pricing, in stark contrast to strict taxi
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fares charts decided by the local government.
A percent-based sales tax on top of TNC-trip
surge pricing, after a major sporting event
for example, could balloon into a very large
amount that costs much more than a similar
trip in a traditional taxi charging a constant
rate—to the latter’s competitive advantage.

Should TNC taxes and fees create funding
streams for regulatory costs and community
needs?

Without a doubt, regulation costs money and
time, especially when the target industry is
constantly innovating. Our analysis shows
that frequently, revenues go directly toward
the operating, administrative, and enforce-
ment costs of regulating the new TNC in-
dustry. Governments’ first priority and least
politically fraught role in regulating modern
transportation is safety, as noted by the prev-
alence of TNC laws regulating and licensing
vehicles and drivers. Thus, collecting funds for
the cost of inspections, registrations, and per-
mits makes perfect sense.

Policymakers can use modest fees to ensure
everyone in the region benefits from TNC ser-
vices. Chicago and Seattle each set aside a
dime from each TNC fee for improved wheel-
chair accessibility services in for-hire vehicles
like taxis. However, TNC drivers are often
excluded because regulations make them in-
eligible for the funds. Portland is considering
shifting its surplus revenue toward the needs
of passengers with disabilities. From 2016 to
2021, a nickel of Massachusetts’ $0.20 per-trip
fee funds programs to assist the traditional
taxi and livery small businesses to retool in
the face of modernizing technology. Philadel-
phia spends two-thirds of its fee on city public
schools, a non-transportation-related, public
beneficiary of city spending.
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https://www.bna.com/evolving-responses-state-n73014451555/
https://www.washingtonpost.com/local/dc-politics/bowser-proposes-tax-increases-including-on-lyft-and-uber-rides-to-pay-for-metro/2018/03/21/1d2ffaea-2c76-11e8-b0b0-f706877db618_story.html?utm_term=.0f62df70ca7e
https://www.washingtonpost.com/local/dc-politics/bowser-proposes-tax-increases-including-on-lyft-and-uber-rides-to-pay-for-metro/2018/03/21/1d2ffaea-2c76-11e8-b0b0-f706877db618_story.html?utm_term=.0f62df70ca7e
http://www.state.nj.us/treasury/taxation/limousine-operators.shtml
https://www.youtube.com/watch?v=pb--rJGgVIo
https://www.youtube.com/watch?v=pb--rJGgVIo
https://blog.lyft.com/posts/introducing-lyft-line
https://platform.ridewithvia.com/
https://nextcity.org/daily/entry/nyc-uber-rides-will-soon-get-more-expensive
https://nextcity.org/daily/entry/nyc-uber-rides-will-soon-get-more-expensive
https://policy.tti.tamu.edu/technology/tnc-legislation/
https://www.kgw.com/article/news/investigations/portland-collects-3-million-more-than-it-needs-from-uber-and-lyft-passengers/283-527957254
https://www.reuters.com/article/us-massachusetts-uber/massachusetts-to-tax-ride-hailing-apps-give-the-money-to-taxis-idUSKCN10U1ST
https://www.reuters.com/article/us-massachusetts-uber/massachusetts-to-tax-ride-hailing-apps-give-the-money-to-taxis-idUSKCN10U1ST

Moving Forward

For now and the near future, cities and states
will continue to experiment with a range of
rules and regulations as they navigate a rapid-
ly changing mobility landscape. As they do so,
they must balance the temptation to quickly
raise revenue with the long-term public policy
goals they are ultimately trying to achieve.

If policymakers are fixated on reducing conges-
tion, they should focus on actions that reduce
SOVs—regardless of whether that trip is in
a personal or TNC vehicle. Providing exemp-
tions or lower prices for shared rides, charging
flat fees on all SOVs, or some combination of
these kinds of policy levers would certainly
help tackle congestion in a more meaningful
way than narrowly targeted TNC fees alone.

If the goal is to generate revenue for transit
agencies, per-trip TNC fees are likely not suf-
ficient replacements for the yawning budget
gaps they are facing. The desire to support
metropolitan public transit is certainly a wor-
thy one. But the relationship between TNCs
and transit appears to be more symbiotic than
antagonistic. The very existence of TNCs al-
lows at least a portion of urban residents to live
without owning personal cars and to therefore
be more reliant on transit. Greater availability
of transportation options is a net positive that
helps citizens to better access jobs, meet their
individual needs and desires, and reach fur-
ther economic opportunity.

At their best, TNCs enhance mobility and
provide access for all community members.
Despite robust activity within federalist lab-

oratories of policy, the broader debate is cur-
rently fixated on taxation and deems TNCs as
special exceptions to the norm. Instead, policy-
makers might be better served viewing them
as now-established presences that should be
better integrated into holistic transportation
networks and missions.
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