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Objectives: This paper evaluates the impact of congestion charging on London minicabs by rigorously assessing the objectives of the charging scheme and its impact on the behavioural changes in driver and commuter attitudes in the four years of the initiation of the scheme.

Prior work: Although new businesses are at the heart of economic growth, their survival rates have been rather abysmal. Frankish, Roberts and Storey (2006) in their paper 'Charting the Valley of Death' – provided a revised ‘proportional hazards model’ in their consideration of business survival and closure. Langdon’s (2006) work on Business birthrate strategy and economic development highlighted the failures of the public sector and policy makers in regarding micro businesses as a high priority issue in economic development. However none of these papers fully considered the minicab sector as a possible new venture with rather high (largely externally driven) mortality rates.

Approach: Using depth interviews and narratives of mini cab operators in London, we evaluate the claim that London’s congestion charging scheme introduced on the 17 February 2003 is a ‘pioneering event’ targeted at (i) reducing congestion, (ii) reducing delays, (iii) raising funds for re-investment in public transport - thus paying for itself within 18 months, and (iv) increasing public transport use and making the distribution of goods and services more efficient.

Results: There are clear indications that the congestion charging scheme has its benefits and costs especially in the context of small to medium-sized enterprises (SMEs) such as the minicabs. Most of these SME businesses do not seem to feel the impact of the scheme as coinciding with the claims of success by the government on the one hand and other businesses on the other.

Implications: This paper focuses on how the London congestion charging scheme impacts non-paying businesses – minicabs. There are two clear implications – (i) the study indicates that minicabs are a key sub-sector of the SME sector and deserve the same degree of attention in academic research, and (ii) minicabs should be considered a major segment in any impact assessment of the scheme as most commuters leaving their cars at home are bound to make choices between other forms of public transport and the use of minicabs.

Value: Our paper, contributes to the literature by reporting on the impact of a government policy (congestion charging scheme) on the birth, growth and/ or survival of small businesses (minicabs) – taken from an academic perspective.
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1. Introduction

On the 17 February 2003 London introduced a pioneering congestion charging scheme with the primary objectives of reducing congestion by 10 to 15percent; delays by 20 to 30percent; Shortening journey times; raising £1.3 billion over the first 10 years for re-investment in all forms of transport in London and pay for itself within 18 months of starting, and increasing public transport usage and thus making the distribution of goods and services more efficient (TfL, 2003). This initiative meant that vehicles entering the 22 square kilometre zone in the heart of London, including centres of government, law, finance and entertainment and business districts between 7am and 6.30pm were subjected to a £5 per day charge, unless they were either eligible for a residents’ discount or completely exempt from the charging scheme. Exemptions are granted to environmentally friendly vehicles (battery powered or hybrid cars), motorcycles, disabled motorists (Blue Badge holders), taxis, buses and certain other categories in the ‘essential’ or ‘uncharged’ category. This paper focuses on the latter group – the uncharged fares category to which the minicabs belong. In other words, our paper evaluates the impact of congestion charging on London minicabs by rigorously assessing the objectives of the charging scheme and its impact on driver and commuter attitudes in the four years of the initiation of the scheme – between 2003 and 2007.

1.1 Research Problem

Although new businesses are at the heart of economic growth, their survival rates have been rather abysmal. Frankish, Roberts and Storey (2006) in their paper 'Charting the Valley of Death' – provided a revised ‘proportional hazards model’ in their consideration of business survival and closure. Langdon’s (2006) work on Business birthrate strategy and economic development highlighted the failures of the public sector and policy makers in regarding micro businesses as a high priority issue in economic development. However none of these papers fully considered the minicab sector as a possible new venture with rather high (largely externally driven) mortality rates.

Be that as it may, the minicab sector of the UK economy is clearly a micro/ small business category which is exempt from the congestion charging scheme and hence better positioned to remain competitive and grow in comparison to the charged categories. However, this does not seem to have been the case in the last four years to 2007. Nonetheless, it must be stated that the congestion charging scheme is a laudable exercise arising from the dire need to cut down on the levels of congestion in the capital and to enhance the level of activity within the English capital. According to Transport for London (TfL, 2005) traffic in the ‘charge zone’ since the introduction of the scheme has been reduced by 16percent – which translates to 32percent reduction in congestion (measured in terms of delay per kilometre). Average traffic speeds have also increased by 4 kilometres per hour (from 13km/h to 17km/h). TfL also estimates that the number of car trips into the zone has fallen by 60,000 per day, of which 20 to 30percent are displaced through trips, 50 to 60percent have shifted to public transport, and 15 to 25percent went elsewhere – i.e. used other modes, travelled at other times or chose alternative destinations (TfL, 2005). However, the impact on activities within the charged zone is taking longer to become evident (CBI, 2005). 

There are three different views of the impact of the charge scheme – one positive, one negative and the other mixed. While TfL’s analysis suggests that charging is only a minor factor cause of any loss of business (TfL, 2005), some retailers in central London have complained of negative impacts from charging on their businesses (CfIT, 2003), others (Carmel, 2003) taking data up to June 2003, found that the onset of the decline in sales predated the introduction of the congestion charge – thus suggesting that the most significant reasons were a general economic downturn, a fall in overseas visitors and the closure of the Central Line rather than the charging scheme.  While some businesses, primarily those in the services sector, have benefited through efficiencies arising from quicker travel across central London and better journey time reliability, for a number of sectors these benefits have not accrued. In the latter group - including delivery companies, retail and distribution, logistics and utilities (some of whom operate hundreds of vehicles) the scheme has only brought about significant costs without delivering the expected commensurate benefits. This is a major cause for concern and for this main reason justifies the need for this study taken from the perspective of an ‘uncharged fares’ category of small businesses – i.e. minicabs.
1.2 Methodology

The research methodology was a combination of face-to-face depth interviews with drivers (of both Taxis and minicabs), fleet operators (like Dial a Cab; Computer Cab; Radio Taxis; and Zingo) and trade organisations (such as the Public Carriage Office). The paper was, therefore, a qualitative research with open-ended questioning of stakeholders’ narratives. Whilst qualitative in nature, however, strenuous efforts were made to secure ‘hard’ numerically based data to support comments and conjectures by the interviewees. 

While noting that our paper might suffer limitation as it does not draw on a large, well-established body of formal knowledge from mathematics and statistics (as data are in the form of words), and might therefore be relatively imprecise, diffuse, and ambiguous, we maintain that it is the most suited for this study as it benefits from participant observation and narratives. This notion is also strengthened by earlier studies where qualitative research has been depicted as providing a useful means of ‘throwing up hunches’ and hypotheses which can then be tested more rigorously by quantitative research (Bryman, 1996). It is also consistent with Langdon’s (2006) approach which adopted standard questionnaires in addition to one-to-one conversations with target respondents about the contents of the questionnaire – mainly because microbusinesses rarely respond to standard printed questionnaires and almost never fill them out. As Langdon (2006) clearly pointed out, printed questionnaires sent to a sample of 300 or even 3000 respondents offer less information than in –depth chats based on the same questionnaire with 25 targeted respondents.
1.3 Congestion Charging and the uncharged fares category

Much of urban transportation problem has been attributed to the ‘peak load’ problem resulting from concentration of travel at morning and evening rush hours (Mills and Hamilton, 1994). The transport sector is affected by peak and off-peak nature of demand – typified by alternate periods of maximum or peak demand. For example, on a daily basis when commuters travel into major conurbation to work, or on seasonal basis when holidaymakers use road, rail or airline transport during the summer periods. Peak periods are thus present in the transport sector because of the derived nature of demand and because transport is consumed immediately and therefore non-storable. Spare capacity at one time of the day or season cannot be used at another time of the day or season. Furthermore, the indivisibility of supply means that public transport may be running at full capacity into the urban area in the periods, but operating empty on the return journeys. As a result there are often problems of over supply during off-peak periods. Mills and Hamilton (1994) also identified three schools of thought: (i) those upholding the view that large public investments in public transport can save central cities from strangulation by congestion and pollution; (ii) those that believe the advantages of the private car to relatively high-income commuters are so great that no viable alternative exists to investment in urban roads; and (iii) those that argue that road pricing using congestion charging was indeed the way forward. 

While none of these schools offers a sufficient solution to the problem, it is still worthwhile acknowledging their existence by taking an economic perspective and highlighting the match or mismatch between the demand and supply of transport, which ultimately leads to alternative solutions to the puzzle of traffic congestion. Indeed Mill and  Hamilton (1994) once argued that commuting constituted about 25 percent of personal urban travel (in miles), with shopping, recreation, and personal trips (mostly visiting friends) accounting for most of the remainder. However, because it is concentrated during the morning and evening rush or peak hours, it puts severe strain on the capacity of the transport network, and in part, it is the commuting needs that dictate the extent of road and public transport capacity in a city. 

However, not much is known about the impact on business in general. Indeed little or nothing has been documented on the impact of congestion charge on non paying businesses such as minicabs.  This paper, therefore, adds to the literature by reporting on this mainly unreported sector of the small business economy of London. We uphold the view that the introduction of the congestion charge reinforces the fact that congestion is a cost to business and that in reducing congestion, business efficiency will be increased. However, we aim to demonstrate that the neglect of the minicab sector by providing (i) an evaluation of the impact of Congestion charging on this uncharged fares category; and (ii) assessing the objectives of the charge scheme in the light of this. 

The remainder of the paper is set out as follows: Section 2 provides a brief literature review covering both the theory and empirical studies of business survival and/ or closure. In section 3 an outline of the poor consideration of minicabs in the small business literature is highlighted. Section 4 presents the narratives of London minicab operators and drivers on the impact of the charge scheme on their operations. It is also worth stating that the research findings are not limited to this section alone as many of the narratives are also incorporated in other sections across the paper. Finally, section 5 pulls the paper together with some relevant conclusions and policy implications.

2. Taxi and PHV (minicab) Services: Usage and Expenditure

The markets for taxi services can be segmented on the basis of how customers search for the service. Customers can hire any of the following:

· Hackney carriage (Black cabs) from a rank (the rank segment), hail a hackney carriage in the street (the street-hailed segment), or

· Book a Private-hire vehicle (PHV-Minicabs) by phone (the phone-booking segment).

· Chauffeur cars are a sub-set of private hire; generally a higher value of car such as Limousines where the passenger pays a premium but in return receives a higher level of comfort and courtesy from the driver who may at times wear a uniform. 

Although these identified segments of the market are functionally different, there is likely to be some overlap between them. Regulations in the UK distinguish between two types of taxi: hackney carriages (Black cabs) and PHVs (Minicabs). Hackney carriages can ply the streets for business in the rank or hail (or cruising) segments of the market, and in some locations they can also be booked over the phone. Hackney carriages may choose to serve only the rank and hail segments. It is argued that about 30 per cent of all journeys are from a rank, 10 per cent are hailed on the street and 60 per cent are pre-booked. For the purposes of this study, when the term ‘taxi’ is used, this refers to both hackney carriages and PHVs (OFT, 2003).

Latest figures suggest that the taxi service is a large and growing market in the UK - around 75,000 licensed taxis (with 20,816 in London alone) and 140,000 licensed taxi drivers (and about 24,846 in London). Since the mid-1980s the number of licensed taxis has increased at double the rate in England and Wales – occurring mostly outside of London (Department for Transport, 2004). The ratio of drivers to vehicles is also considerably higher outside London. There are two main reasons why there are more drivers than taxis. First, in Local Authorities that impose quantity restrictions not all licensed drivers can get a taxi vehicle licence and drivers will use taxis owned by other licence holders. The second reason is that drivers will often share the costs of running a taxi.

There are an estimated 105,000 PHVs, 18,000 private hire operators and 157,000 PHV drivers (TfL, 2003, 2004, 2005). Again, shared use of vehicles or PHV operators renting vehicles to drivers’ accounts for the difference between numbers of drivers and vehicles. The number of licensed taxi vehicles has increased roughly in line with the higher usage observed over time. Like the use of taxis has increased steadily over recent decades. For example, 32 per cent of people use a taxi at least once a month compared with only 16 per cent in the mid- 1980s. In 2003, there were about 50 per cent more licensed taxi vehicles than there were a decade ago (OFT, 2003). UK residents also spent over £3 billion on taxis in 2003 (on average, consumers spent £7.54 per taxi ride in London in 1999 compared with £3.49 for the rest of Britain. The average cost per mile was greater in London - £1.68 compared with £1.26). Expenditure was greatest in London (almost 70 per cent higher per household than the UK as whole). 

The busiest time of the week for taxis is Saturday nights, reflecting that taxis are most commonly used for going out with friends - however, business trips are another common reason for using taxis. Not surprisingly, taxis are more commonly used in metropolitan areas than in rural areas. In general almost 60 per cent of people use a taxi or PHV at least once a year. Consumer usage of taxis has increased considerably over the past 20 years. By the late 1990s average taxi usage was 12 trips per person per year – nearly twice as high as in the mid-1980s. The incidence of taxi usage also varies geographically: consumers in metropolitan areas use taxis the most, while rural areas have the lowest level of taxi trips (OFT, 2003). As would be expected, those consumers without a car make greatest use of taxis, and, possibly as a result of this, low-income groups have the highest number of taxi trips per household, although these tend to be shorter trips than for consumers in the highest income group. Although taxis are used mainly for social purposes (with around 20 per cent of trips being for business purposes), there are variations in the type of social journey.  Finally, there is considerable variation in the level of taxi usage by time of day, and day of the week. In particular, there is a significant increase in the number of taxi trips taken between 10pm and midnight compared with the rest of the day. Usage then tails off to an average of virtually no trips per hour around 4am. The average number of trips is relatively stable from 8am to 4pm before dropping again, although it picks up around 7pm. The nature of demand for taxi services is also highly dependent on economic characteristics. There are also imperfections in the market that affect demand. The main feature of the demand for taxi services is that customers face search costs, because of waiting time and imperfect information on price.

2.1 Licence Categories

For taxis there are two types of licence: a vehicle licence and a driver’s licence. The vehicle licence is issued to the owner of the taxi, and in England and Wales outside London it can be transferred to a new owner on the sale or other transfer of the vehicle, as long as the new owner’s name is registered with the local authorities. In London, Scotland and Northern Ireland such transfer is not permitted save in exceptional circumstances (it must be noted that in Scotland and Northern Ireland is no requirement for a PHV operator’s licence ), but vehicle licences still change hands by other mechanisms. There is no separate requirement for an operator’s licence to be held by the person that runs a taxi business. Furthermore, the owner of a taxi vehicle and the licensed driver can be separate people. For PHVs, in England (including London) and Wales there are three types of licence: a vehicle licence, a driver’s licence and an operator’s licence. The operator is the person that accepts bookings and with whom the customer makes a contract for carriage. The actual services can be provided either by licensed PHV owners who are also licensed drivers or by licensed drivers who rent a licensed vehicle. Consequently the operator may be a different person from the driver (PCO, 2003, 2004).

3. Congestion charging and the small ‘non-paying’ business

It has been observed that most of the analyses of road pricing, and especially the London congestion charging scheme, have concentrated on the traffic impacts of charges and the concomitant implicit user benefits derived from such schemes (Vickerman, 2005). The London congestion charge analysis by the Transport for London (TfL, 2003, 2004, 2005) identified larger than expected reduction in traffic volume and hence in congestion as an indication of benefits of the scheme. Although some disagreement on the effective elasticities, depending on how diverted and suppressed traffic is assessed, the traffic benefits seems clear cut. Vickerman (2005) suggested that why most research show a large degree of acceptance by those living and working in the areas affected by the charge, this acceptance has led to an increase in the charge from £5 to £8 per day, and an extension of the charging zone.  This is a very positive outcome in terms of traffic impacts. One of the negative aspect to London congestion charge has been argued to be resulting lower than expected revenues from charging as a result of the greater than expected reduction in traffic and initially rather higher that forecast administrative and operational costs of the scheme (Vickerman,2005)

As pointed out by Pru’homme and Bocajero (2005) who had dissenting views of the scheme, taking into account collection costs, but also using lower values of time, a slightly higher elasticity and higher marginal cost of public funds, the true benefit/cost ratio is less than one (1).  The Federation of Small Businesses (FSB, 2006) also challenged the TfL’s claim to have ‘looked for an economic impact from the existing charge and haven’t found one,’ suggesting that the effect of the scheme has been ‘neutral’. FSB (2006) was not convinced that there were systemic problems with the ‘neutral impact’ conclusion previously reached by the TfL. According to the FSB (2006), therefore, the TfL’s programme of research could be dismissed on three grounds:

· does not properly track central London’s performance before the introduction of the charge - so a robust before-versus-after statistical analysis cannot be done;

· akin to comparing chalk with cheese-by benchmarking business activity in the globally unique business districts within the congestion charge with, typically, more residential, more deprived and lower value business areas elsewhere in London; and

· neither fully transparent nor open to rigorous scrutiny, as it uses ‘black box’ datasets that are not in the public domain.

Changes in the structure of transport pricing which lead to changes in the travel mode choice without affecting the overall cost of transport should, in theory, not affect the level or pattern of activity in the area (Vickerman, 2005). However, the logic of congestion charging is to ensure that full resource costs of these modes are charged for. If this leads to reduction in congestion then the time costs associated with a given level of activity should fall and this should lead to an increase in the level of activity.  Since one of the main complaints made by business in most congested urban centres is the level of congestion there should also be strong support for any measure which reduces congestion. However, public perception is that congestion charging is an additional tax burden and this leads to a presumption that the costs of activities within charged zones have arisen – some of these views were highlighted in our respondents’ narratives (see section 4).

Short term impacts of congestion charge arise as commuters and businesses adjust to the new situation (Newbery, 1988). For workers, travel to work costs increase for car drivers and for those who switch to public transport, as that mode is currently more expensive for them in general. But as car congestion falls, those willing to pay the charge may benefit. Current public transport users may see a loss of service quality as public transport becomes more crowded (providing an impetus to use minicabs, which are tend to be more convenient and relatively cheaper), but quality and reliability should improve as delays are reduced and additional investment occurs. For suppliers, their transport costs will rise, but these increases can be passed on to the customer (another reason why government support would go a long way in assisting small businesses such as minicabs) or even recouped through better reliability and time savings.  They may also reschedule and reroute services to reduce the numbers of vehicles crossing the congestion zone. Although care has to be taken not to be caught up in the trap of creating a redistribution of activities, just as in the case of London where there has been considerable concern expressed by small shops and businesses about the loss of passing trade-some of this may be due to the fact that a considerable model switch has been noticed from walking to bus with the reduced congestion making travel more competitive (Vickerman, 2005)  

As the CBI (2005) has noted the long term impact of congestion charging on economic activity will need some time to work out.  Interestingly, the impact on retail sector has been most vocal in claiming negative effects from charging. It seems true that retail sales in the charged zone did show a significant downturn at the time of introduction of the scheme in early 2003 – a time of general uncertainty, downturn in international tourism, and a subdued economic climate. In addition to the international ‘events’, more local events included the Central Line closure, that continued throughout the early weeks following the introduction of the congestion charge, and particularly bad weather in early February (before the congestion charge). The evidence suggests that growth has since recovered (CfIT, 2003).
TfL (2005) also reported that there was a continued recognition of transport benefits associated with the scheme, albeit at a slightly lower level than in 2003. Nelson (2003) argued that the introduction of the charging scheme has been smooth and the overall impact on residential and office sectors has been broadly neutral or even positive, the retail and leisure sectors do appear to have been adversely affected. Nelson (2003) went further to confirm that whilst nine out of ten retailers report some loss of turnover, there appeared to have been little or no impact on either moves to relocate outside the zone or on land values or rent. The Commission for Integrated Transport undertook a study in 2003 and the research revealed that many businesses, particularly smaller ones, have found it difficult to measure effectively the economic impact of the congestion charge – largely due to three related sets of factors (CfIT, 2003):
· A number of managers, particularly those in smaller organisations, instinctively perceive the congestion charge as a cost, and therefore by implication, a burden. In consequence, the research has identified the widespread introduction of surcharges that appear to have been justified on the basis of the additional costs of the charge, rather than the overall economic impact on the business providing a service;

· Congestion in London is longstanding, and in consequence it has been ‘factored’ into the cost of operating. The cost has therefore, to a large extent, been ‘hidden’. The introduction of the congestion charge has changed the transport conditions, but many companies are either not able, or slow, to measure and take advantage of consequent efficiency gains; and

· The ‘sub contract’ culture of a number of the industries consulted (Private Hire, couriers, Taxis, and some aspects of logistics), affects the financial impact of the charge on businesses. These companies operate business models that are designed to push ‘risk’ down to the lowest possible level – in most cases to the self employed driver. Whilst efficiency benefits will eventually flow through to the companies, the relationship is not always direct.

3.1 Charting the ‘Valley of Death’ 

Frankish, Roberts and Storey (2006) argued that most of the literature in the area of business survival take, as their starting point, the idea of start-up and trading as a learning process. In the original conception of this framework the entrepreneur was unable to discern their ability prior to entry. Instead they form an estimate based on actual performance, with new firms consequently expanding or contracting as a result of this ongoing evaluation. Although stochastic factors play a part, the model sees entrepreneurs with higher ability levels trading for longer periods and the conditional probability of exit declining with time. This theoretical base has subsequently been developed in several ways. These include the introduction of financial resources and possible credit rationing (Evans and Jovanovic, 1989), an explicit role for human capital (Cressy, 1996) and, more recently, the scope for the entrepreneur to choose their market position in terms of selecting a preferred risk/return trade-off (Cressy, 2006). In setting out a model that brings together entrepreneurial learning (and development) with portfolio theory it suggests that conditional (given time traded) closure rates will converge for surviving firms, even if they had differing characteristics at start-up.
Citing Bruderl et al (1992) and Mata (1994), Frankish, Roberts and Storey (2006) argued that ‘most notably (the) survival (of start-up firms) is positively related to firm size’ (whether turnover, assets or employee numbers) and the length of time that a business has been operating… and that conditional closure rates take an inverted U-shape, rising up to a peak in the first few years before declining thereafter. They also highlighted what they described as “a more salient element of the empirical literature … commonality of methodology rather than the differences in bases and results. Almost all have examined survival rates in one of two ways. The first is by examining survival over a period after start-up (e.g. Bates, 1990). The second is by estimating a Cox (1972) proportional hazards model...” This latter approach estimates a baseline conditional closure rate profile and how various explanatory factors shift this default profile. The potential limitation of these approaches links back to Cressy’s (2006) model, which suggested that the relative importance of explanatory factors in accounting for closure rates may change over time. A proportional hazard model estimates constant marginal effects and cannot be used to test for this possibility. This may provide a misleading indication of the role of a given factor at a particular point in time. In prior work hazard models had been used because the available samples were either insufficiently large or insensitive to time. An examination of the literature thus suggested three questions not previously addressed (Frankish, Roberts and Storey, 2006): - H1: the relative influence of at start factors on business closure rates varies over time; H2: the aggregate explanatory power of at start factors on business closure rates diminishes over time; and H3: the relative role of post-start factors in accounting for business closure rates rises with time.
In their analysis Frankish, Roberts and Storey (2006) noted that much more pronounced ‘peak’ in new firm closure rates than indicated by established estimates, possibly a result of the exclusion of switching and non-trading start-ups. They argued that closure rates over the full two year period, were primarily related to firm characteristics rather than human capital. For example, there is an important role for the business sector of the start-up, with an agricultural or property services firm having a substantially lower probability of closure, although there maybe contrasting reasons - structural versus cyclical - for the particular pattern seen. In addition, incorporation significantly reduces the likelihood of closure, supporting the view that electing to adopt this legal form is a strong statement of intent by the owner-manager(s). Two relate to the number and (mean) age of individuals associated with the start-up. Both reduce the probability of closure as they increase, although to a diminishing extent in the case of the latter. Other significant variables are business experience within the owner-manager's family (but not for the individual themselves) and the negative impact of two sources of advice. 
Their estimates provided clear support for hypothesis H1 and more conditional backing for hypothesis H2. Spelt out in more detail, Hypothesis H1, on the one hand, proposed that the (marginal) influence of explanatory variables is not constant over time. The estimates derived from the dataset confirmed this. However, the confirmation of H1 was best illustrated with reference to the role of gender and education, neither of which were significant in accounting for closure rate variations across the full 24 months. The importance of the confirmation of H1 is that it shows how the estimation of coefficients over an extended time horizon can provide a misleading impression of the role and importance of a given variable within that period.
On the other hand, Hypothesis H2 proposed that the explanatory power of ‘at start’ variables to account for closure rates diminished with time. The intuitive interpretation of this hypothesis was that the further a new firm moved away from the time of start-up, the more trading experience or revealed entrepreneurial ability influenced conditional survival probability. 

A point worth noting here is that human capital variables used in these models may be poor proxies for entrepreneurial ability. To confirm this viewpoint, ‘post-start’ variables were introduced to the second, third and fourth sub-period models and these ‘extended models’ continued to support hypothesis H1 which opined that the relative influence of at start factors on business closure rates varies over time (see Frankish, Roberts and Storey, 2006). Indeed the explanatory role for at start variables appears to be almost entirely absent after the first 12 months, apparently displaced by the information contained within the additional post-start data. This is perhaps most striking in the case of the incorporation variable, which ceases to have a significant role in any of the three sub-periods. These observations also support the analysis of hypothesis H2 that the explanatory power of at start variables diminishes after 12 months of trading, rather than immediately after start-up. 

4. Results

This section provides some verbatim responses from our sample of minicab drivers and operators as to their specific views on the impact of the congestion charge on their business.

4.1 Views of minicabs operators

· “Who said we are exempt from the charge?  Do you know how many times our license fees have been increased by? I for one do not take passengers from Ilford (East London) to Victoria (Central London) because my license does not cover that zone – it’s rather expensive.”

· “I know many of my friends that seem to operate illegally based on the fact that their clients/ customers have established some kind of rapport over the years and trust them and use them ‘off the records.’”

·  “There is a lot of funding available for business start ups, the government loves figures for start ups, but the government and its organisations do not seem the slightest bit interested in what actually happens to those starts ups next.  It is like we do not exist.  Until we fail of course and then we end up on their statistic sheet.” 

· “Government hypocrisy – not ever what it says on the tin.”
· “Not sure I would advise anyone to become a cabbie (minicab driver).”

· “What exemption? I have to sign up with a licensed operator and pay them some commission for the money I make – it seems cheaper for me, but then again where is my independence?”
· “As minicabs we are supposed to be exempt from charges, but the cost of obtaining operating licenses has continued to go up. This is double standards by the government.”
· “Do you know that there are more drivers than taxis? I am a licensed driver but I can’t afford a taxi vehicle licence so I use taxis owned by other licence holders. I have to pay something like rent for using their company name and booking system – but I want to be my own boss!” 

· “I have to share the costs of running this service with my friends and family as I cannot afford to pay operators license, my own license and a driver and the vehicle license. Now I understand why there are many cowboy minicabs in town – they have to survive!”

5. Conclusion

Most of our samples of minicabs in London – especially drivers – indicated that there had been no benefits in any form of government support or incentives for the operations of minicabs as opposed to other forms of small businesses. This is despite the fact that a lot of hype in supporting small businesses has made the rounds both in the UK and worldwide. In the specific case of the minicab industry the constant upward review of licenses and their sheer number (operators, vehicle and drivers licenses) have meant that any perceived claims of exemption from the charging scheme has been largely offset and replaced with the ‘hidden costs’ associated with the difference licensing levels that ultimately impair any ‘post-start’ chances of survival. It is also clear from our literature search of small businesses that those in the service sector/ industry – especially in the transport trade, have been largely underreported and most notably neglected/ sidelined from the government support provision.

5.1 Implications

This paper focuses on how the London congestion charging scheme impacts non-paying businesses – minicabs. There are two clear implications – (i) the study indicates that minicabs are a key sub-sector of the SME sector and deserve the same degree of attention in academic research, and (ii) minicabs should be considered a major segment in any impact assessment of the scheme as most commuters leaving their cars at home are bound to make choices between other forms of public transport and the use of minicabs.

In their paper entitled Charting the ‘Valley of Death’ – closure rates among new businesses Frankish, Roberts and Storey (2006) were concerned with the factors influencing business closure rates in the first two years after start-up. They investigated those factors that influence business survival and closure in the two years after start-up and by estimating models covering successive six month periods, distinguishing between ‘at-start’ and ‘post-start’ variables in their revised hazards model, they noted that the first 24 months represented the ‘Valley of Death’ for new firms, a time when closure rates were bound to rise rapidly. 

We therefore, suggest that government action is required to consider revising its licensing regime which is unbalanced against taxis and minicab operators – a grossly neglected arm of the small business requiring government support. This is because there are changes to costs of operations of businesses up till two years after start-up and most taxis within this time bracket are still high risk in terms of survival – any unfavourable egovernment policy would, therefore have a negative impact on the quality of service provided and more often than not the consumer bears most of the burden that ensues.
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