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Limousine Services 2017
A Very Bumpy Ride

· The limousine services industry continues to face many challenges, which is why total gross limo operator industry revenues for 2015 (the latest data) decreased a very significant 32% from 2014’s $3.3 billion to 2015’s $2.5 billion.

· With an increase of 555 additional operators (limousine/chauffeured and motorcoach/ charter and tours), from 12,106 during 2014 to 12,661 during early 2016, there were more operators chasing fewer revenue dollars.
· The decline in revenues resulted in 4,000 fewer chauffeured vehicles in service during 2015, or 104,000, compared to 108,000 during 2014.
Average Industry Fleet Size, 2015

	Operator
	Percent

	Small, 1–10 vehicles
	48%

	Medium, 11–51 vehicles
	39%

	Large, 51+ vehicles
	13%
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Powered Performance

· Despite a significant decline in total 2015 industry revenues, LCT’s 2016–2017 Fact Book reported that 63% of operators said their 2015 revenues increased, 22% said they decreased and 16% said they were the same.

· The average operator’s profit margin increased for the third consecutive year, from 17% for 2012 to 19% for 2013 to 21% for 2014 to 24% for 2015.

· The largest percentage (21%) of operators had 2015 gross revenues between $1 million and $4,999,999. Among small operators, 35%, less than $100,000; medium operators, 46%, $1 million–$4,999,999; and large operators, 45%, $10 million or more.
Business Expenses as a Percentage of Gross Revenues, 2015

	Expense
	Small Operators
	Medium Operators
	Large Operators

	Payments
	17%
	18%
	14%

	Labor/wages/benefits
	25%
	31%
	35%

	Facilities (rent/mortgage)
	6%
	10%
	7%

	Technology/Systems
	5%
	8%
	4%

	Vehicle insurance
	14%
	9%
	7%

	Vehicle maintenance
	10%
	12%
	9%

	Fuel
	15%
	12%
	11%

	Marketing/advertising/PR
	7%
	10%
	3%

	Other
	11%
	15%
	17%
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Operations Overview
· According to survey results from LCT’s 2016–2017 Fact Book, 25% of limousine companies’ corporate revenues were generated from affiliated partners (also known as farm-ins) and 17% of operators’ services were “farmed out” to affiliates.
· Small operators averaged 126 runs/reservations per month, 521 for medium operators and 6,253 for large operators. Two-thirds of all reservations were generated from the company’s Website and 55% from industry association directories.
· No surprise that the largest percentage (20%) of limousine operators were located in Middle Atlantic states; followed by 19%, South Atlantic; 18%, Pacific; 12%, East North Central; 9%, New England, 7%, West South Central; and 5%, Mountain.
Limousine Operators’ Biggest Business Concerns, 2015

	Concern
	Percent
	Concern
	Percent

	#1: TNCs (Uber, Lyft)
	64%
	#7: Wage/labor rules
	29%

	#2: Insurance rates
	61%
	#8: Fuel costs
	26%

	#3: Rates/pricing pressures
	47%
	#9: Service commoditization
	26%

	#4: Employee/chauffeur lawsuits
	38%
	#10: Sedan vehicle choices
	24%

	#5: Transportation regulations
	36%
	#11: Limousine/vehicle safety
	8%

	#6: Airport rules/fees
	30%
	#12: Other
	6%
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Rolling with Technology

· Although LCT’s 2016–2017 Fact Book reported that just 29% of survey respondents had a company-branded mobile app, 48% said they belonged to an integrated app network via an industry technology vendor, such as Limo Anywhere and Limo Alliance.
· More than 50% of operators said they were extremely likely (27%) and likely (25%) to join a partnership with mobile app ride providers/competitors in their service area in an attempt to capture more of the on-demand market.
· Asked how likely they would join a nationwide app-based chauffeur service, 23% said extremely likely; 17%, likely; 29%, not sure; 16%, unlikely; 14%, not at all likely; and 1%, not familiar with these services.

On-Demand, App-Based Chauffeur Services Joined, 2015

	Service
	Percent

	Blacklane
	15%

	Deem
	11%

	Karhoo
	8%

	iCars
	3%

	MiRide
	2%

	Asteride
	1%
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Sharing the Road with TNCs

· As noted in the table on page 3, TNCs, or transportation network companies, such as Uber and Lyft, were limousine operators’ biggest business concern, with 35% saying their effect was mostly negative in an LCT February 2016 survey.
· Only 7.3% thought TNCs’ effect was mostly positive; 32.5%, mixed; and 16%, none. The largest percentage, 39.2%, said they had lost 10% or less business to TNCs during 2015, with 22.8% saying none, but 20.3%, more than 20%.
· The effect of TNCs didn’t seem to have had much effect, as 66.4% of limousine services said they didn’t change their rates and 63.2% said they bought/planned to buy newer, more expensive vehicles to distinguish their fleets from TNCs’.
Service Categories with Loss of Business to TNCs, 2015

	Service
	Percent

	Evening runs/nights weekend out 
	45.5% 

	Airport runs
	42.4%

	As-directed runs
	7.6%

	Hotels
	4.5%
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Additional Analysis

Business travelers, in particular, and domestic travelers and international visitors to the US, are important customer segments of limousine services. The U.S. Travel Association’s October 2016 Travel Forecast shows that all these categories will increase from 2017 through 2020.
Business Expenses as a Percentage of Gross Revenues, 2015

	Category
	2017
	2018
	2019
	2020

	
	Total
	Percent Change
	Total
	Percent Change
	Total
	Percent Change
	Total
	Percent Change

	Total international travelers to US
	78.6 M
	+2.4%
	81.8 M
	+4.1%
	85.9 M
	+4.9%
	90.1 M
	+4.9%

	Overseas arrivals to the US
	40.0 M
	+3.7%
	41.9 M
	+4.7%
	44.2 M
	+5.4%
	46.5 M
	+5.3%

	Total domestic business person-trips
	459.4 M 
	+0.5%
	463.0 M
	+0.8%
	466.5 M
	+0.8%
	471.1 M
	+1.0%

	Total domestic leisure person-trips
	1.78 B 
	+1.6%
	1.80 B
	+1.6%
	1.84 B
	+1.8%
	1.87 B
	+1.9%


US Travel Association, October 2016
Here are some chauffeured transportation industry terms that will help increase your understanding of the business – and if you use a few when pitching a prospect or client, then he or she will likely view you as a media AE that has done his or her homework.
A/D or A.D. – As Directed. Based on hourly rates, an as-directed means the client directs the chauffeur where to go as needed or desired.
Drop Time – The actual time a passenger exited the vehicle and passenger service was discontinued.

Farm-In – To receive a job from another operator or network. The receiving operator will perform the work for the operator or network that provided the job as the originating operator or network was unable to do it due to availability or geographic area limitations. 

Farm-Out – To give a job to another operator or network to perform the work due to availability or geographic area limitations.

Gypsy – An illegal limousine operator who generally has no insurance, no operating authority and no airport permits and prices his or her service far below market value.

P2P – Point-to-Point trip.

Plus Plus – Plus taxes, plus gratuities and other associated fees. Generally used when quoting a base rate to an affiliate (e.g., hourly rate is $80 plus plus) to indicate additional charges will be added.
Sources: Limousine, Charter and Tour (LCT)Website, 2/17; U.S. Travel Association Website, 2/17.
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