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Et hnic M nority Businesses in Lanbeth and
Sout hwar k

FOCUS Central London Research

Executive Summary
| nt roducti on

Ethnic mnority businesses now contribute significantly
to enploynent and wealth creation in the UK and in

London. They are thought to account for around one in
ten of all business units in the UK and this share is
expected to increase. Wth this in mnd support

providers have a responsibility to provide advice and
support to ethnic enterprise such that they can grow and

devel op further. However, previous research has shown
that ethnic mnority businesses’ experiences of support
provi sion have not been particularly positive. O her

research, however, has shown that if support can be
delivered in a manner which is conpatible with ethnic
mnority business owners’ needs then there is a wlling
market. The issue, therefore, for policy nakers and
support providers is to devel op support which is grounded
in up-to-date i nformation about et hni c mnority
busi nesses, particul arly their characteristics,
experiences and support needs. This research project has
considered these issues and the results have been
presented in the min report. The executive summary
seeks to bring together sone of the main thenmes and
policy suggestions to cone out of the research.

The Busi ness Omers

One of the first issues considered by the research was

the business owners thensel ves. More specifically, it
was clear that very little was known about their nunbers,
ethnicity, gender, age, qualifications, previ ous

experiences and notivations for becom ng business owners.
By using data from the 1991 Census of Popul ation and the
et hni ¢ busi nesses survey a clearer picture was devel oped.
First, it was noted that self enploynment and business
ownership were still relatively uncommon fornms of
activity in Lanbeth and Southwark for all ethnic groups,
i ncluding Wiites, though those who had started businesses
were responsible for creating enploynent opportunities
for others. I ndeed only six per cent of the population
aged 16 years or over in Lanbeth and Southwark were
involved in self enploynent, though this did vary



according to ethnic group. For exanple, Wites and

Asi ans, particularly, Indians and Pakistanis, appeared
nore likely to enter into self enploynment than Bl ack
Cari bbeans. Men were also nore likely to be self

enpl oyed than wonen though there was evidence that wonen
were increasingly turning to self enploynent and busi ness
owner shi p. Moreover, nen accounted for around three
quarters of all the businesses in the survey conpared to
a quarter for fenales.

The research also considered the ethnicity and
nationality of birth of the entrepreneurs. The results
suggested that nost of the Black British were born in the
UK, nost of the Black Caribbeans were born in Jamaica,
nost of the Black Africans were born in Wst Africa
(mainly Nigeria and Chana) and nost of the Asians were
born in the Indian Sub-Continent (mainly India and

Paki st an) . One of the nore interesting thenes to energe
at this stage of the fieldwrk was related to those
individuals born in the WK Only four out of ten

considered thenselves to be Black British wth the
remai nder identifying nore closely with their parents or
original ethnic grouping. This would appear to suggest
that many second and third generation ethnic mnorities
in Lanbeth and Southwark do not identify strongly wth
mai nstream British culture. This may have inplications
for support provision.

The research suggested that ethnic mnority business
owners were nuch younger than on average. Most
entrepreneurial activity is thought to comence in the
md 30s to md 40s age range. However, the average age
at which the respondents entered business ownership is
thought to be 28 or even younger. One consequence of
this is that because of their relatively young age the
respondents may not yet have had the opportunity to
develop the skills, experiences, contacts and capital
base which is often characterised as inportant to success
in mainstream businesses. The Black British were the
youngest business owners and a nmmjority of them were
second and third generation. The Asians were the ol dest
and a majority were first generation.

The business owners were also nmuch better qualified than
the population in Lanbeth and Southwark, though again
this varied between ethnic groups. Black business owners
(British, Caribbean and African) were all nuch better
qualified than their respective groups in the general
popul ati on, however, Asi an busi ness owner s wer e
relatively lower qualified. Level s of education were
thought to have influenced business owners’ choice of



econom c activity and their take up of support services.
For exanple, Dbusiness owners wth high Ilevels of
qualifications were nore |likely to have started know edge
based activities such as business and professiona
services and creative industries businesses. They al so
ran the |argest businesses and were the nost likely to
have used established support services in the past 12
nont hs.

Busi ness owners’ previous experiences before entering
self enpl oynment are thought to influence their chances of
survival and grow h. Two thirds of the business owners
were enployed before entering self enploynent, and a
third were enployed in a simlar area such that they
could utilise the sector specific skills they had al ready
devel oped. This is thought to be highly beneficial to
busi ness growth and devel opnent. I ndeed, many of these
i ndi viduals appeared to running larger growth orientated
busi nesses. However, a third were self enployed in areas
which were different from their previous areas of
enpl oynent . This may reflect an attenpt to escape from
low skilled/low paid enploynent conditions. Many of
these individuals entered consuner services which are
knowmn to have relatively low entry/exit costs. O her
routes into business ownership were |ess popul ar. Just
less than one in five had been business owners before

This may suggest that sone individuals were devel oping
business related skills but it nmay also indicate seria

and unsuccessful business ownership and a reluctance to
return to enpl oynent. Unenpl oynment was not an inportant
route into business ownership, despite a range of
policies to support it.

Busi ness owners’ notivations for entering self enploynent
were also inportant. The main notivations for entering
sel f enploynent were positive, for exanple, to explore a
‘“mar ket opportunity’ or to ‘nake nobney’ and this was
simlar to findings produced by other research. However,
ot her nore negative notivations such as those related to
raci al discrimnation in enploynent, perceived or
ot herwi se, canme out strongly. Though this was not a
feature of the main tel ephone survey, results from the
face-to-face interviews and particularly the focus groups
highlighted the extent to which this problem exists for
the ethnic mnority respondents. The young age at which
the ethnic mnorities entered self enploynent and their
generally high levels of qualifications also points to a
problem of discrimnation in enploynent. This problem
appears particularly acute for Black groups, rather than
Asians. As noted previously, the Asians business owners



were slightly ol der and had | ower than average
qual i fications.

The Busi nesses

The research suggests that the ethnic mnority businesses
were significantly younger than businesses in the
mai nstream popul ati on. For exanple, whereas 60 per cent
of ethnic mnority businesses had been operating for
| onger than 3 years, 98 per cent of mainstream busi nesses
in central London had been operating for the sanme period.
Black Africans and wonmen owned particularly new
businesses as did owners in the creative industries,
hospitality and entertainnent, and in SouthwarKk. Asi ans
and retailers owned the ol dest businesses. The energence

of creative industries nmay nean that the ethnic
mnorities are starting to enter activities which are
expected to performwell in the future.

The businesses were very snmall as neasured by enployee
nunbers. For exanple, average enploynent for the ethnic
mnority businesses was 3.77 enployees per firm conpared
to 5.68 or 15.38 enployees per firmin the UK dependi ng
upon the definition wused (see the nmain report).
Furthernore, around half the firns had between 1 and 4
enpl oyees, and less than 1 in 10 had 10 or nore
enpl oyees, such that they could neet Business Link

criteria for assistance. The Black British and wonen
owned the largest firns, which also tended to be |ocated
in hospitality and ent ertai nnent, busi ness and

prof essional services and in Lanbeth. Asians and retai
enpl oyers had the smallest firms on average.

The small average size of the businesses undermnes to
sone extent the claimthat they are significant providers
of enpl oynent opportunities. There was al so sone concern
over the kinds of jobs they created. For exanple, the
busi nesses were less likely to use full-tinme workers and
more likely to use part-tine workers than the mai nstream
This was thought to indicate that the businesses were
either not developed enough to be able to take on a
| arger proportion of full-tinme workers or were having
problens recruiting the appropriate full-time staff.
Furthernore, about half of the businesses’ enployees were
from the same ethnic group as the business owners and
about one in five were famly workers. The use of a high
proportion of workers from different ethnic groups was
not seen as discouraging since the business owners
appeared, partially at least, to recruit skills from the
wi der | abour market.



The businesses were also very snmall as neasured by
turnover. \Wereas the average turnover of the businesses
was £69, 000, the equivalent figure for UK firns was just
under £500, 000, though the latter figure is distorted by

the inclusion of the UKs top firnms. However, conpared
to findings from research on other small firns, the
busi nesses’ turnover was still conparatively snall. For

exanple, in a 1994 survey of businesses in another London
borough, just over a quarter had a turnover below
£100, 000. In the current survey, just over a half had a
turnover of below £100, 000. Asi ans and business and
prof essional service business owners had the highest
| evel s of turnover. The forners’ success was attributed
to their owning the ol dest businesses. Black African and
hospitality and entertai nnent businesses had the | owest
t urnover.

The research also sought to look at the activities
undertaken by ethnic mnority business owners in Lanbeth

and Sout hwar K. Retail was by far the npbst popular
activity. It accounted for two fifths of all businesses
and was particularly inportant to Asians, with nearly two
thirds of this group involved in this area. Consuner
services was the next nobst popular activity accounting
for nearly a quarter of busi nesses. This was
particularly popular wth Black Caribbean and Bl ack
African business owners. The frequency of both these

activities was attributed to the satisfaction of denmand
for goods and services from the local resident ethnic
comunity. Concerns were also raised about the ability
of business owners in these sectors to nove out of |oca
| ower val ue markets.

The business owners also undertook a nunber of other
activities which are expected to perform well over the
next ten years. For exanple, the business owners
appeared to becomng increasingly involved in business
and professional services (15 per cent of total
busi nesses), hospitality and entertainnment (8 per cent)
and the creative industries (5 per cent). As noted
above, these were the newest activities in the sanple and
were also an inportant source of enploynment and/or

turnover conpared to the sanple as a whole. Particul ar
ethnic groups were nore likely to beconme involved in
these activities. For exanple, Black Caribbeans were
most likely to own business and professional service
firms; Asians, hospitality and entertai nment businesses;
and Bl ack Africans, creative industry businesses. Thi s

may reflect specialisnms within these ethnic groups, such
as cooking in Asian groups and nusic in African and
Cari bbean groups, which now appeal to nainstream tastes



The high nunber of Black Caribbeans in business and
prof essional services may also reflect their high levels
of qualifications.

Custoners and Markets

The research suggests that over two thirds of the
busi nesses’ custoners were local (i.e. from within the
borough) and that this is nuch higher than other research
on London busi nesses. A quarter of the businesses’
custonmer were located in the rest of Geater London,
t hough nmuch |l ess were in the UK and overseas (about 6 per
cent in total). The geographical |ocation of custoners
varied wth sector. Firmse in hospitality and consuner
services were highly reliant on local custoners, and
firme in business and professional services and the
creative industries were less reliant. This fits wth
what is known about these kinds of activities. That is,
know edge based industries tend to be |ess connected to
their local economes. Also, as expected, snaller firns
were nore likely to have |local custoners and |arger firnms
were nore likely to have custoners outside the | ocal
ar ea.

The businesses were also nore reliant on custoners from
their own ethnic background conpared with ethnic mnority

busi nesses in other surveys. The results suggest that
around 50 per cent of the custoners were from the sane
ethnic background as the owner nmanager. Firmse in
cust oner servi ces, retail and manuf act uri ng wer e

particularly reliant on ethnic customers probably because
these businesses were originally established to serve
ethnic markets. However, there was evidence that the
dependence on these custoners was declining as products
began to appeal to nmainstream tastes. For exanple, one
busi ness owner noted that Caribbean baked foods were
becom ng nore popular in the nainstream However, he
al so noted that expansion was constrained by a |ack of
i nt er est from the supermarkets who appeared nore
interested in Indian foods.

Busi nesses in the creative industries and business and
prof essi onal services sectors were less reliant on ethnic
mnority custoners and evidence from the face-to-face
interviews suggested that nany owners were keen to nove
into mainstream markets. However, a nmajor problem for
t hese busi nesses was convincing nai nstream custoners that
they were capable of doing the work to the standards
required. Mor eover, research suggests that large firns
are often reluctant to use smaller suppliers and nmany of
the firnms, as frequently nentioned, were very small



Beyond this, though, many of the business owners felt
that they faced extra problenms as a result of their
ethnicity. This is clearly an issue of perception which
needs to be addressed, not only by the businesses, but
al so by policy makers and regulatory authorities.

The busi nesses al so appeared highly reliant on individual
custonmers, rather than other businesses or the public
sector. As expected, snmaller firns were the nost reliant
on individuals as were Dbusinesses in the creative
i ndustries, hospitality and entertainnent and retail.
Asians also had a high reliance on individuals. These
findings are not encouraging since individuals do not
tend to provide the kind of high value, long term work
that is inportant to business growh. However, | arger
firmse and firnms in business and professional services
were much nore likely to have other business and public
sector customers.

Overall, the businesses tended to serve |ocal narkets,
have a high dependence on individuals, and on ethnic
mar ket s. The high dependence on local and individual

mar kets does not bode well for growh, though anecdota
evi dence shows that an increase in tourism in the area
may provide higher value custoners for sone activities.
There was w despread agreenent wth the notion that
‘rmmoney knows no colour’, that the businesses owners woul d
accept custonmers from any ethnic background. However, it
appeared as if sone activities were nore able to appea
to the mai nstream tastes than others. Despite this there
still appeared to be problens getting work from the
mai nst r eam

G owt h

A significant majority of the business owners had nade
plans to grow and, indeed, expected to do so in the next
12 nont hs. Black African and Black British business
owners appeared particularly keen to grow, as indicated
by their use of growth planning, perhaps because they had
t he youngest businesses and planning is nore inportant at
this stage. Owners in the newer activities, such as the
creative industries, which are expected to perform well
over the next 10 years, also planned for grow h. The
findings also suggested that once businesses reached a
certain size, 10 or nore enployees, they were apparently
slightly nore reluctant to plan for growth, though they

still expected growth to occur. This may relate to
difficulties business owners experience in converting a
smal | er personal |y run busi ness into a | arger

pr of essi onal or gani sation utilising del egati on,



structured managenent and external finance. This my
mean that these firns need greater access to support from
Busi ness Links if they are to grow successfully.

Perhaps one of the nobst interesting and inportant
findings to cone out of the research was that the
busi ness owners felt their growh potential was being
constrained by access to finance and problens managi ng

cash flow. In nost research on small firns the main
problemidentified is usually related to a |ack of demand
for the businesses’ goods and services. In the current

research this was the second nost nentioned problem
hi ghlighting the extent to which finance is a problem for
t he businesses. The business owners al so nmentioned ot her
I ssues. For exanple, many felt that growh was not an
option because they had only recently started up. Qhers
felt that the local authorities were doing nothing to

hel p busi nesses. For exanple, they charged high rates,
yet parking restrictions neant that custoners could not
get to their businesses. Finally, some business owners

mentioned problens recruiting, using and retaining staff.
It was felt that the quality of the candi dates they were
receiving were inappropriate to achieving business
gr ow h.

Fi nance

The busi ness owners suggested that access to finance was
the main constraint on business growh. Mor e
specifically, the results indicated that, simlar to
other research on ethnic mnority businesses, t he
busi ness owners had an over reliance on personal sources
of finance, limted access to commercial finance, and
that this was acting as a significant constraint. At the
start-up stage, for exanple, four out of five business
owners used their own savings and one in five used a bank
| oan, conmpared to three out of five using their own
savings and nearly a third using bank loans in previous
research on ethnic businesses. At the further finance
stage, a third of businesses relied on personal and
informal sources and only just over a quarter had a bank
| oan. Unfortunately non-conmerci al bank financi al
support providers were not filling the gap. For exanple,
the Princes Youth Business Trust, Business Angels and
Venture Capitalists were used by a very small mnority of
t he sanpl e.

Nearly two fifths of the businesses had problens raising
start-up finance, and just under three fifths experienced
problenms raising further finance indicating that it 1is
harder to access growh and expansion finance. The



probl ens appeared nore comon in particular ethnic
gr oups. Bl ack Africans and Bl ack Caribbeans appeared to
experience particular problens raising finance, though
Asi ans had fewer problens. The differences nmay relate to
their perception and/or experiences of the conmercial
banks. Bl ack Cari bbeans appeared particularly vocal in
their criticism of the banks and this may relate to the
opportunity structures they face. The banks have set up
special facilities for Asian custoners that were not
avail able to other ethnic groups and this may have led to
pr obl ens. Though Bl ack Caribbeans were nost likely to
use personal savings for start-up finance, they had |ess
access to funds from friends and famly. This may have
nmeant that they were nore reliant on, and thus nore
likely to have been in dispute with, the comrercial
banks. The probl ens accessing bank finance al so appeared
to be related to business age. The newer business (post
1990) appeared to have nore problens raising finance
conpared to the ol der business (pre 1990). This probably
relates to the greater levels of security that the latter
can offer the banks. It is interesting to note that
Asians had the oldest and highest turnover businesses.
This may explain, partially at |east, why they experience
the fewest problens obtaining finance conpared with other
et hni c groups.

The reasons why the businesses have problens accessing
formal finance are difficult to unpack. Most of the
respondents concentrated their attention on t he
commerci al banks. The main problemraising funds at both
the start-up and expansion stage was the perception,
based on experience or otherwise, that they had ‘no

access to finance’. This was thought to nean that they
have been refused bank |lending or that they thought they
woul d be refused. The respondents offered a nunber of

specific reasons for why they thought this was the case.
Interestingly, the nmin reason was not related to
discrimnation on the basis of ethnicity, but rather
discrimnation based on the characteristics of their
firnms. That is, they thought that the banks were
unlikely to lend to them because they were too snall
were in the wong activity or location, or were unable to
of fer the security required.

O hers, however, thought the ethnicity was an issue.
Just over one in ten business owners explicitly stated
that they were discrimnated agai nst by the banks because
of their ethnicity. A further 5 per cent suggested that
the banks had no understanding of the nmarkets in which
t hey operat ed. Anot her reason why the business owners
had problens raising finance, especially, at the start-up



stage, was because they had no or little know edge of the
processes involved. Mre specifically, they were unaware
of the channels and processes they had to go through to
obtain bank or other finance. O her owners appeared to
have problens presenting their business ideas in a manner
which was appropriate to raising finance from the banks.
This relates to both verbal and witten communications
and is an issue for the banks, the support providers, and
t he busi ness owners.

Overall, the results provide insight into why nany of the
busi nesses have experienced problems wth growth.
Accessing start-up and especially further finance appears
to be a particular problem for the firnms. The nunber of
busi nesses attenpting to raise further finance also
appeared particularly |ow. The results suggests that
because the business owners have problens raising finance
through the commercial banks, they are restricted to
setting up businesses wth J|ow start-up capital
requi renents. As a result these businesses may only
achieve low levels of growmh because they are under
capitalised and find it difficult to generate funds for
rei nvest nent. It is <clear that if ethnic mnority
busi nesses in Lanbeth and Southwark are to be encouraged
to grow they nust have greater access to finance at all
st ages. This is not only a challenge for funding
providers and support agencies, but for the businesses
t hensel ves.

Support

One of the main ains of the research was to consider the
busi ness owners’ awareness, use and experience of support
provi ders. The results suggest that the business owners
were nmuch nore likely to use accountants, solicitors and
bank managers for advice than Business Links and TECs
etc. This, it was argued, was because business owners
often use the forners’ services to conply, for exanple

with governnent regulation and for other services
necessary for the efficient running of the businesses.
Through relations of this kind the business owners often
devel oped personal links which were then used to ellicit
other forms of nore general business help and support

The business owners were also nore inclined to wuse
personal and informal contacts: Dbusiness colleagues,
famly and friends, for advice and support than
est abl i shed support bodi es denponstrating the extent which
they rely on informal sources and word of nouth for
busi ness information. This information may not be highly
specialist, but it is seen as credible and trustworthy.



The busi ness owners awareness of the established support
agenci es was | ow. Less than a third of the owners were
aware of Business Link, less than one in five were aware
of the enterprise agency, Lanbeth and Southwark Business
Services; around 13 per cent were aware of the TEC,
FOCUS;, and less than one in ten were aware of the
busi ness support charities Elephant Enterprise, Threshold
and Instant Muscle. However, two out of five owners were
aware of their council, though it was unclear whether
this awareness related to their business services or
regul atory function, and three out of ten were aware of
the Princes Youth Business Trust.

The business owners’ use of established support providers
was even lower. Only 15 per cent of the business owners
had used any established support in the last 12 nonths

indicating that a large majority of the sanple had
received no advice and support in the sane period.
Business Link was the nost frequently wused support
provider though only 6 per cent of the business owners
had used its services (interestingly 11 per cent of
busi nesses in Lanbeth had used its services conpared to
|l ess than 1 per cent in Southwark). The | ocal councils,
Princes Youth Business Trust, the chanbers of comerce

Lanbeth and Southwark Business Services were used by
about 3 per cent of the business owners and the other
support charities, Elephant Enterprise, Threshold and
Instant Muscle were used by about 1 per cent of the
busi nesses or not at all.

The research suggested that the | ow usage of established
support services was related to |low | evels of awareness

It is clear that if business owners are not aware of the
services on offer they are unlikely to take them up.
There also appeared to be a high degree of confusion
about what the support providers did. |In nmany cases, for
exanpl e, the business owners suggested that the support
agencies were sinply there to provide funding when this
is clearly only a small part of their activities.

The research al so suggested that the business owners had
a general distrust of the support agencies. This, it was
argued, nmanifested itself at a nunber of different
| evel s. Busi ness owners are often characterised as
havi ng a basic distrust of governnent organisations. For
exanpl e, governnent agencies are seen as being overly
bureaucratic, the very opposite of attitudes enbodi ed by
smal | busi ness owners. Ethnic mnority business owners
may also have reservations based on past episodes of
di scrimnation, for exanple, concerning treatment by the
police etc. In other words, their reluctance to use



support agencies may reflect a lack of trust in any
gover nnment agency. The business owners also suggested
that it was very difficult to trust organisations which
had no long term presence in the local conmunity. As far
as these respondents were concerned the support agencies
were there to help ‘other businesses’, were facel ess, and
had uncertai n objectives.

The business owners were also reluctant to use support
providers for other reasons. More specifically, the
busi ness owners were often nore concerned with ensuring
that their businesses survived rather than accepting
external help. Though intervention may prove highly
beneficial to businesses at +this stage, the owners
clearly believed that their tinme was nmuch nore wsely
spent running the business. In other cases the business
owners’ reluctance to take up business support reflected
a general lack of wllingness to accept outside help.
Mor eover, many respondents felt very personal about their
busi nesses and accepting advice was interpreted as an
unaccept abl e adm ssion of failure. The business owners,
for exanple, would often refuse advice and support
because it was not seen as ‘specialised enough for the
requi renents of the business.

Pol i cy Suggestions

The policy suggestions to energe from this report are
derived fromtwo inportant questions. These are (1) Wat
interventions should support and finance providers
undertake? This refers to the content of the support
delivered. In Part Ei ght a detail ed description was nade
of the support provision on offer in Lanbeth and
Sout hwar k. Using the findings from the research the
report suggests what support providers should be doing to
help ethnic mnority businesses. (2) How shoul d support
be delivered? This refers to the nethods for increasing
the awareness of, trust in, and use of, the support
provi ders.

What Interventions Should Support and Fi nance Providers

Undert ake?

A nunber of suggestions were nade about the content of
support provision:

(1) Ethnic mnority business owners need hel p accessing

and raising finance. The research suggests that
accessing finance was the nmain constraint on business
gr ow h. The business owners appeared to need help in
three main areas: (a) knowi ng what financial support is




avai | abl e (b) devel oping a cl earer understandi ng of how
the financial system works (c) presenting their
business ideas to finance providers in both a verba

and witten format. Proposed interventions should bear
in mnd that the business are very small (and therefore
funding arrangenents for larger snall firmse are
probably not suitable) and the businesses owners have
an aversion to use of financi al jargon (the
intervention should be expressed in the sinplest and
nost relevant terns). This support could be targeted
at all sectors and especially start-up and grow ng
smal ler firmns.

(2) Ethnic mnority business owners need help marketing
their products and services to |larger businesses and
the public sector. The research suggests that business
owners in particular activities, for exanple, business
and professional services, were keen to nove beyond
| ocal, individual and ethnic based markets to serve
mai nstream i ndi vi dual s, ot her busi nesses and the public
sector. The business owners appeared to need help
accessing, and convincing, these markets that they are
capable of doing the work necessary. Mor eover,
support providers may wsh to think of ways of
i mproving the perception of ethnic mnority businesses
in mainstream markets. This support wll be nost
effective if targeted at particul ar sectors.

(3) Ethnic businesses need help recruiting and retaining
staff of the desired quality. Many of the business
owners suggested that problens recruiting and retaining
quality staff were a significant constraint on grow h.
In many respects this problem nay be related to their
small size and inability to offer conpetitive wages.
However, it is clear that these business woul d benefit
from greater know edge about recruitnment and retention
i ssues.

(4) Ethnic mnority businesses need help at particular
stages of their life-cycles. The research suggests
that a |large proportion of the businesses were recent
start-ups. This is a particularly difficult stage in
busi ness devel opnent, yet currently, support provision
to these businesses is limted (see Part Eight). These
busi nesses need help wth all the above issues:
finance, developing nmarkets, for exanple, but in a
manner which is geared to the needs of start-up
busi nesses. The research also suggested that firns
wth 10 or nore enployees needed help. These firns
appeared reluctant to plan for growh and nake the
transition from personal to prof essional |y run




busi nesses. This may nean the increased provision of
support offered by Business Link Personal Business
Advi sors to ethnic mnority businesses.

How Shoul d Support Be Delivered?

The research also offered a nunber of practi cal
suggestions about how to raise the awareness of, build
trust in, and increase the use of, the support agencies
and their services.

(1) Awareness of, and trust in, the research agencies

may be inproved by wusing nore informal nethods of

communi cati on and by devel oping a presence in the | ocal

comuni ty. For exanple, support providers nmay benefit
from (a) using nedia nore commonly used by the ethnic
mnorities. For exanple, sone respondents mnentioned
Choi ce FM and even the churches (b) advertising support
servi ces though agencies where the businesses would go
normal |y for hel p and support, for exanpl e,
accountants, solicitors and |local <consultants (c)
establishing a local long termand credi ble presence in
the main community centres, perhaps using an ‘advice
and support shop front’ (d) make nore use of outreach
work especially for first generation, start-up and
mcro business owners, and/or (e) make nore use of
ethnic mnority personnel for support provision.

(2) Support provi ders shoul d ensur e t hat their
interventions are of the highest possible quality.
Support providers may only increase the awareness and
use of their services by ensuring that all (or nost
interventions) are positive. As noted, word of nouth
plays a highly inportant part of the owners’ business
i nformati on. Negati ve experiences are equally, if not
nore, likely to perneate through informl networks than
positive experiences. Positive referrals are nore
likely to be generated by providing appropriate
support, guided by what the business owners perceive
they need; using |anguage appropriate to the target
gr oups, and by using experienced and conpetent
per sonnel .

(3) Support provi ders shoul d t ar get support at
particul ar groups. There are both resource and
efficacy inplications here. For exanple, the research
suggests that unenploynent is not an inportant route

into self enploynent. Policy makers may wsh to
consider whether this group should be encouraged to
beconme busi ness owners. Support providers should

target their support at tightly defined groups and



steer away from providing programes which are too
general or broad-brush. For exanple, they should
devel op schenes based on one of the above topics for
firms in particular sectors and/or at particular stages
in their life cycle, such that the relevance of the
intervention is immediately apparent to the business
owner concer ned. Furthernore, the intervention should
be delivered in flexible format which is consistent
with small er business owners tine constraints.

(4) Support providers should track start-up businesses.
Busi ness owners which establish enterprise wth
assi stance fromthe support providers, for exanple, the
enterprise agency and the Princes Youth Business Trust,
shoul d be tracked as they devel op. For exanple, if the
busi nesses grow beyond their initial start-up stage
their details should be passed on to Business Link.
Support providers will have a full case history of the
busi nesses and the business owners wll be accustoned
to receiving outside help and support as their
busi nesses devel op.




Part One: The Research

1.1 Introduction

The contribution of ethnic mnority businesses to
enpl oynent and wealth creation in the UK and in London
is, not only, highly inportant but increasing, yet it is

still a relatively under researched area. It is now
estimated that ethnic mnorities own one in ten
busi nesses in the UK! and that their share of business
ownership will gradually increase over the coning decade.?
Unfortunately, i nformati on about t hese busi nesses,
especially at the local level, is very poor and has often

led to a ms-representation of their problens and support
needs.

This report considers the issue of ethnic mnority
enterprise in the London boroughs of Lanbeth and
Sout hwar K. The work was stimulated by concerns that
ethnic mnority businesses were having problens grow ng
into nmedium sized businesses in the two boroughs. There
was al so concern that they were not accessing established
support services to the sane extent as nmainstream
busi nesses. A research project was devel oped to | ook at
these broad issues. It used a mxture of qualitative and
quantitative techniques and was undertaken in the period
March to Novenber 1998.

1.2 Research Ai ns

In practice the research project had a nunmber of clearly defined
ainms. These were to:

? To develop a profile of ethnic mnority business owners
in Lanbeth and SouthwarKk. This included |ooking at
their ethnicity, gender, age, qualifications, previous
experi ences of enploynent/unenpl oynent etc., and their
notivations for entering business ownership.

? To develop a profile of ethnic mnority businesses in
Lanmbet h and Sout hwark. This included |ooking at their
age, enpl oynent and turnover si ze, activities,

Y'curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Tharnes.

2 Ward, R (1991) ‘Econonic Devel opment and Ethnic Business’ in
Curran, J and Blackburn R A (Eds.) Paths of Enterprise, Routl edge,
London.




prem ses, custoners, |abour markets, finance and use of
advi ce and support.

To explore the business owners’ use of financial and
non-financial advice and support provision. Thi s
i ncl uded | ooking at why ethnic mnority business owners
were apparently reluctant to use established support
provision and to consider how to inprove the efficacy
of this support.



1.3 Research Met hodol ogy

The research ains suggested the wuse of four stage
research desi gn utilising bot h qualitative and
gquantitative techni ques:

Stage One: 30 face-to-face interviews wth business
owners from a range of ethnic backgrounds, business sizes
and economc activities to get a feel for issues as they
wer e perceived on the ground.

Stage Two: Mpping exercise of business advice and
support provision in Lanbeth and Sout hwar k.

Stage Three: Issues fromthe nore qualitative first stage
of the research were fed into a quantitative second
st age. Stage Two involved 200 tel ephone interviews with
ethnic mnority business owners to give the research a
nore representative feel and test the findings from the
earlier research stage.

Stage Four: involved two focus group, one in Lanbeth and
one in Southwark, w th business owners identified in the
second stage of the research. The focus groups enabled

the detailed discussion of a nunber of the main thenmes to
energe fromthe earlier parts of the research



1.4 The Report
The report is organi sed as foll ows:

Part Two considers the background characteristics of
ethnic mnority entrepreneurs in Lanbeth and SouthwarKk.
In particular it |ooks at their nunbers, age, education
and reasons for going into business.

Par t Three considers the characteristics of t he
businesses run by ethnic mnority entrepreneurs in
Lanbeth and Sout hwar k. In particular it considers the
age of the businesses; their size as neasured by
enpl oynent and turnover; their activities; and their
prem ses.

Part Four considers the markets served by the businesses.

In particular it consider their geographical |[|ocation
(l ocal, national, export etc), ethnicity, and type
(i ndividuals, businesses etc). This data provides an

insight into the extent ethnic mnority businesses in
Lanbet h and Sout hwar k have nmanaged to achi eve ‘ breakout’ .

Part Five considers the plans the business owners have
made for growh, their expectations about growth over the
next year, and the main constraints on growmh they have
experienced. The section also takes a brief |ook at the
role and use of business planning in the businesses.

Part Six considers how the businesses financed the start-
up and growmh of their businesses and |ooks at sone of
t he maj or problens invol ved.

Part Seven considers the business owners’ awareness,
experience and opinions of support provision in Lanbeth
and Sout hwar k.

Part Ei ght | ooks at the business support provision in
Lanbet h and Sout hwark fromthe perspective of the support
provi ders thensel ves.

Part Nine considers the business owners’ use of |abour.
It looks at the split between full-tine and part-timnme
working, and the wuse of ethnic mnority and famly
enpl oyees.

Part Ten offers sone policy suggestions from the
resear ch.



Part Two: Ethnic Mnority
Ent r epr eneurs

2.1 Introduction

This chapter considers the background characteristics of
ethnic mnority entrepreneurs in Lanbeth and Southwark.
It wuses the 1991 Census of Population to provide
background data on popul ati on, econom c activity and self
enpl oynent for each of the ethnic groups in the boroughs.
It then begins to present findings from the ethnic
busi nesses survey in Lanbeth and Sout hwark including data
on busi ness owner s’ ethnicity, gender, age,
qual i fications, previous experiences and notivations for
becom ng sel f enpl oyed.

2.2 The 1991 Census of Popul ation

The 1991 Census of Population provides the | atest
reliable estinmates of population, economc activity and
enpl oynent (including self enploynent) at the borough
| evel for each of the ethnic groups. Oher surveys, such
as the Labour Force Survey, provide nore recent analysis
at the borough Ilevel but categorise ethnic groups as
being either ‘“white’ or ‘non-white’ which is insufficient
for current purposes. The follow ng sections provide the
background for the survey results on ethnic mnority
entrepreneurship in Lanbeth and Sout hwar K.

2.2.1 Popul ation Figures

Both Lanmbeth and Southwark have relatively high ethnic

mnority popul ations. In 1991, around 30 per cent of
the Lanbeth population and 24 per cent of the Southwark
popul ati on were non-white (Table 2.1). This conpares to

an average of 23 per cent for the FOCUS boroughs® and 20
per cent in Geater London. O the FOCUS boroughs only
Hackney had a higher percentage of non-white mnorities
(34 per cent). Lanbeth’s ethnic mnority popul ation was
domnated by Black Caribbeans (13 per cent), Black
Africans (7 per cent)* and Asians (5 per cent).
Sout hwark’s ethnic mnority popul ati on was al so dom nat ed
by Bl ack Caribbeans (8 per cent), Black Africans (7 per
cent) and Asians (3 per cent).

3 The FOCUS boroughs are Canben, City of London, Hackney, Hammersnith
& Ful ham Islington, Kensington & Chel sea, Lanbeth, Southwark, and
West mi nster.

4 Lanbeth is the preferred borough of residence for CGhanai ans and
Sout hwark is the preferred borough for Nigerians.



2.2.2 Economic Activity

In 1991, around 65 per cent of Lanbeth’s popul ation (aged
16 or over) and 62 per cent of Southwark’s population

were economcally active (that s, enpl oyed, self
enpl oyed, on  governnent training or unenpl oyed).
However, economc activity rates varied according to
ethnic group (Table 2.1). Black Ot her groups had the
hi ghest levels of economc activity and Asians had the
| onest . For exanple, in Southwark, 73 per cent of Bl ack
O hers were economically active conpared to 58 per cent
of Asi ans. Sonme ethnic groups were also nore likely to

be enployed or unenpl oyed. White and Bl ack Caribbean
groups were nost likely to be in enployed positions. For
exanple, in Lanbeth, 48 per cent of Wites and 46 per
cent of Black Caribbeans were in work. I n  Sout hwar k
exactly half of Black Caribbeans were in enployed
positions. Asians in Lanbeth (39 per cent) and Bl ack
Africans in Southwark (41 per cent) were the least likely
to be enployed. Some groups are also nore likely to be
unenpl oyed. Black O her (21 per cent in both Lanbeth and
Sout hwark) and Black African groups (20 per cent in
Sout hwark) were nost likely to be unenpl oyed. | ndeed,
all the ethnic mnority groups were nore likely to be
unenpl oyed than white groups (9 per cent for Wite groups
conpared with 12 per cent for non Wites).

Table 2.1
Popul ati on and Econom c¢ Activity in Lanbeth and
Sout hwar k
+ () () O] . >
© > > g > e Z
—_ — o o — o o —
Sa o B N .8 |5 &
I9 0? D? w o % wo 8 5 5 LT LILj (&) E ()
Lanmb
eth
All 244834 | 19720 | 92232 | 12780 | 1855 | 22065 68275
% of ethnic pop - 7 47% 7% 1% 11% 35%
% of borough pop 100% . - - - - R
100%
Wi te 170755 | 14572 70194 | 10424 897 13435 50770
% of ethnic pop - 0 48% 7% 1% 9% 35%
% of borough pop 70% ) 76% 82% 48% 61% 74%
74%
Bl ack 30789 22940 | 10510 669 374 3935 7452
Cari bbean 13% 12% 119% % 20% 169 119
% of ethnic pop
% of borough pop
Bl ack 16021 10898 4486 386 278 2073 3675
African 7% 6% S0 4 159 Son EA
% of ethnic pop
% of borough pop




% of borough pop

3%

1%

1%

1%

3%

2%

Bl ack 6622 3240 1362 109 101 665 1003
Q her 20 2% W o ot h n
% of ethnic pop
% of borough pop
Asi an 11949 10965 4237 995 150 1372 4211
% of ethnic pop - - 39% 9% 1% 13% 38%
% of borough pop 5% 6% 5% 8% 8% 6% 6%
O her 8698 3444 1143 197 55 585 1164
% of ethnic pop - - 36% 6% 2% 19% 37%
% of borough pop 4% 2% 1% 2% 3% 3% 2%
Sout
hwar k
All 218541 | 17401 | 77201 9617 1662 19653 65931
% of ethnic pop - 4 44% 6% 1% 11% 38%
% of borough pop 100% A - - - - _
100%
Wi te 165155 | 13752 | 61253 8070 850 13282 54065
% of ethnic pop - 0 45% 6% 1% 10% 39%
% of borough pop 76% ) 79% 84% 51% 68% 82%
79%
Bl ack 18218 13725 6818 406 278 2304 3919
Car i bbean - - 50% 3% 2% 17% 29%
%of ethnic pop 8% 8% 9% 4% 17% 12% 6%
% of borough pop
Bl ack 15713 10740 4444 326 308 2161 3501
African - - 41% 3% 3% 20% 33%
%of ethnic pop % 6% 6% 3% 19% 11% 5%
% of borough pop
Bl ack O her 4870 2419 1092 106 70 510 641
% of ethnic pop - - 45% 4% 3% 21% 27%
% of borough pop 2% 1% 1% 1% 4% 3% 1%
Asi an 8357 7628 2679 620 111 1056 3162
% of ethnic pop - - 45% 8% 2% 14% 42%
% of borough pop 3% 4% 3% 6% 7% 5% 5%
Q her 6228 2032 915 89 45 340 643
% of ethnic pop 45% 4% 2% 17% 32%

1%

Source: 1991

Census of Popul ati on




2.2.3 Self Enpl oynent

In 1991, around 6 per cent of the Lambeth and Sout hwar k popul ati on
(aged 16 or over) were self enployed. However, this figure varied
significantly between the different ethnic groups (Table 2.1).
Asians (9 per cent in Lanbeth and 8 per cent in Southwark) and Wite
groups (7 per cent in Lanbeth and 6 per cent in Southwark) were nost
likely to enter self enployment and Bl ack Cari bbeans (3 per cent in
bot h Lanbeth and Sout hwark), were |east |ikely.®

Table 2.2
Sel f Enpl oyment as a Proportion of the Economically Active
By Ethnic Goup and Gender in Lanbeth and Sout hwar k
Per cent
Lanbet h Sout hwar k
Mal e Femal e Al | Mal e Femal e Al

W t hout
Enpl oyees
Al l 10 5 8 8 3 6
White 11 6 9 9 3 7
Bl ack 6 1 3 4 1 2
Cari bbean
Bl ack African 6 3 4 5 2 4
Bl ack O her 5 2 4 6 2 4
Asi an 11 6 9 6 4 5
O her 9 4 7 4 2 3
Wth Enpl oyees
Al l 3 1 2 2 1 2
Wi te 3 1 2 3 1 2
Bl ack 1 0 1 1 0 0
Cari bbean
Bl ack African 2 1 1 1 1 1
Bl ack O her 2 0 1 1 0 1
Asi an 8 3 6 5 2 4
O her 3 1 2 1 0 1

Source: 1991 Census of Popul ation

The high |l evel of self enploynent anongst Asians has frequently been
noted.® However, the figures shown in Table 2.1 disguise the extent
to which self employnment is nmore frequent in some Asians groups
conpared with others. For exanple, according to the Jun-Aug 1998
Labour Force Survey, Pakistanis (14.6 per cent) and Indians (12.6 per
cent) were nore likely to enter into self enployment than

Bangl adeshis (6.8 per cent) in the UK as a whole. ’

It is very likely that these figures have changed since 1991. A
significant majority of the respondents in the study had entered
sel f enpl oynent since 1990.

6 Metcalf, H, Mdood, T and Virdee, S (1997) Asian Sel f-Enpl oynent,
Policy Studies Institute, London.

" These figures are based on the econonmically active popul ation. They
are used to illustrate the extent of the differences between Asian
groups. The equivalent figures for all individuals over 16 years are
Paki stanis (7 per cent), Indians (8 per cent) Bangl adeshis (3 per
cent). The inclusion or lack of inclusion of the econom cally




The 1991 Census of Popul ation also provides insight into the gender
di stribution of self enployment anobngst ethnic groups in Lanbeth and
Sout hwark. Males were nore likely than females to enter self

enpl oyment as a proportion of the economically active, in all the
ethni c groups, and in both Lanmbeth and Sout hwark (Table 2.2).
However, the differences were | ess pronounced for sone ethnic groups.
For exanple, Wite and Asian fenal es appeared nore likely to be self
enpl oyed (both with or w thout enployees) than Bl ack Cari bbeans.

The results also indicated that self enployment is slightly nore or

| ess as common in Lanbeth as in Southwark. For exanple, 7 per cent
of the economically active in Lanmbeth were self enployed conpared
with 6 per cent in Southwark (Table 2.1). Wereas Wites and Asians
were nore or less equally likely to enter self enploynent w thout
enpl oyees, Asians were nore |likely to have enpl oyees working for them
(Table 2.2).

2.3 Ethnicity

This section begins the presentation of results fromthe ethnic
m nority businesses in Lanbeth and Sout hwark survey. The section
considers the ethnicity of the entrepreneurs, where they were born

and their ‘generation’. The business owners were categorised as
bel onging to one of five ethnic groups: ‘Black British', ‘Black
Cari bbeans’, ‘Black Africans’, ‘Asian’ and ‘O her’. However, it mnust

be noted that these are general categories which contain individuals
froma nunber of different countries, cultures and groups, for
exanpl e, Bl ack Caribbeans could be born or attach thenselves to one
of a nunber of different islands (for nore di scussion see the

nmet hodol ogi cal appendi x).

Figure 2.1
The National Oigins of the Ethnic G oups

Black British: 28 were surveyed, 23 gave a response.
UK (19) Nigeria (2) Chana (1) Jammica (1)

Bl ack British Parents: 21 gave a response.

Jamaica (9) Nigeria (4) UK (3) Caribbean (1) Ghana (1) India
(1) NigerialTrinidad (1)

UK/ Cari bbean (1)

Bl ack Caribbean: 50 were surveyed, 37 gave a response.
Jamai ca (19) UK (13) CGuyana (1) St Lucia (1) West Indies/Caribbean

(3)

Bl ack African: 72 were surveyed, 51 gave a response
Ni gerian (18) Chana (12) West Africa (7) UK (7) Sierra Leone (3)
Benin Republic (1) Egypt (1) Eritrea (1) Kenya (1)

Asi an: 62 were surveyed, 38 gave a response.

India (9) Pakistan (8) Kenya (5) Sri-Lanka (3) Uganda (3) UK (3)
Bangl adesh (2)

Tanzania (1) Hong Kong (1) lreland (1) Vietnam (1) Zanbia (1)

inactive is therefore inportant especially given that it is
relatively high in some Asian groups. For exanple, 51 per cent of
Paki stanis are ‘inactive’ conpared to an average of 37 per cent.




Q her: 16 were surveyed, 12 gave a response.
UK (7) Cyprus (3) Colunbia (1) South America (1)

Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwark Survey

The respondents were asked to define which ethnic group they bel onged
and where they were born. As expected npost of the Black British were
born in the UK, however, some (4) were born in African or the

Cari bbean (Figure 2.1). Mdst Black Caribbeans were born in Janai ca,

t hough others were born in Guyana and St Luci a. Most Bl ack Africans
were born in Western Africa (especially N geria and Ghana), though a
few were born in East and North Africa (Figure 2.1). Half of the

Asi ans were born in the Indian subcontinent (India, Pakistan and
Bangl adesh), though a nunber were born in East Africa and in South
East Asi a.

Over two thirds of the respondents (68.6 per cent) were recent
mgrants or first generation entrants to the UK (Table 2.3).8 This
is more or less the same as figures for all the ethnic mnorities
(aged 16 and over) in Inner London (69 per cent) and in the UK (70
per cent) fromthe June-August 1998 Labour Force Survey. The
proportion of first generation nmigrants varied between ethnic group
Asi ans had the highest proportion of first generation migrants (87.2
per cent), closely followed by Black Africans (83.7 per cent).

Asi ans al so had no third generation respondents. The Black British
had the highest |evel of second and third generation respondents
(82.6 per cent conmpared with 31.4 per cent on average), though this
i s perhaps as expected. The results also suggest that there were
hi gher levels of first generation nigrants owni ng busi nesses in
Sout hwar k than in Lanmbeth (Table 2.3).

Table 2.3
Ceneration by Ethnicity and Location
Per cent
Firs | Secon | Third N=
t d

Bl ack British 17.4 | 65.2 17. 4 23

Bl ack Caribbean |63.2| 28.9 7.9 38

Bl ack African 83.6 | 14.5 1.8 55

Asi an 87.2| 12.8 - 39

O her 57.1 7.1 35.7 14

Lanbet h 61.3 | 26.7 12.0 75

Sout hwar k 74.5 | 21.3 4.3 94

Tot al 68.6 | 23.7 7.7 100

N= 116 40 13 169
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwar k

Sur vey

O particular interest are those individuals born in the UK  Just

under four out of ten (39 per cent) considered thenselves to be Bl ack
British, whereas the renmainder (61 per cent) identified nore closely
with other ethnic groupings. This would appear to suggest that many

8 “First generation’, in this context, relates to mgrants to the UK
who were born outside the UK ‘ Second generation’ and ‘third
generation’ relate to the children and grandchildren of first
generation migrants who were born in the UK




second and third generation individuals in Lanbeth and Sout hwark do
not identify strongly with nmainstreamBritish culture. Thi s may

have inmplications for the way in which these individuals are treated
by support providers.



2.4 CGender

The under representation of wonen in self enploynent and busi ness
ownership is well docunented. A national survey of small business
owners in the service sector indicated that around 20 per cent of
busi ness owners were wonen, though the authors point to other

evi dence suggesting that the figure may be closer to a quarter and
that the rate at which wonen are entering self enploynment is

i ncreasing conpared to men.® In the FOCUS area, recent evidence
suggests that 20 per cent of sole proprietorships have a femle
owner . 10

Table 2.4
Gender by Ethnicity And Location

Per cent

Mal e Fenmal e N=
Bl ack British 74.1 25.9 27
Bl ack Cari bbean 71. 4 28.6 49
Bl ack African 64.8 35.2 71
Asi an 88. 7 11.3 62
O her 68. 8 31.2 16
Tot al 74. 2 25.8 -
Lanbet h 77.0 23.0 113
Sout hwar k 71.7 28.3 113
Tot al 74.3 25.7 100
N= 168 58 226
Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwar k

Sur vey

Research | ooki ng specifically at the gender ownership of ethnic

m nority businesses suggests that around a quarter of businesses are
owned by wonmen.!''! These findings are backed up by results fromthe
current survey (25.7 per cent of the respondents were wonen (Table
2.4)). The results al so show how the gender ownership of businesses
varied between the ethnic groups. Black African wormen were the nost
likely (35.2 per cent) to own a business, which is much higher than
the 25 per cent recorded by research | ooking at Ni gerian business
owners in North London.'? The high incidence of Black African female
entrepreneurship reported in the study, may be a result of cultura
factors. For exanple, it is comon for Nigerian women fromthe I|bo
ethnic group to be traders in Nigeria, and this characteristic may be
apparent in the UK

® curran, J, Blackburn, R A and Wods, A (1991) Profiles of the Snal
Enterprise in the Service Sector, Small Business Research Centre,

Ki ngston Uni versity, Kingston Upon Thanes, May.

10 DTZ Pieda (1998) Enpl oyer Survey 1998, FOCUS Central London,
London.

11 Jones, T, and McEvoy, D (1992) ‘Small Business Initiative: Ethnic
M nority Busi ness Conponent’, end of award report to Econom c and
Soci al Research Counci |

12 Smal | bone, D and Fadahunsi, A (1998) The Diversity of Ethnic
Mnority Enterprises: A Prelimnary Analysis of Small Nigerian Firns
in North London, Paper presented to the Ethnic Mnority
Entrepreneurship Sem nar, University of Central London, Birm ngham
Sept enber.




Owner shi p of businesses by Black British and Bl ack Cari bbean woren
wer e about average for the sanple (25.9 per cent and 28.6 per cent
respectively). However, Asian wonen were by far the least likely to
own businesses. Only just over 1 in 10 (11.3 per cent) Asian

busi nesses were owned by wonen according to the results (Table 2.4).
This is lower than results on Asian businesses reported el sewhere
whi ch suggest that 25 per cent of Indian businesses were owned by
worren, 14 per cent of African Asian businesses, but only 9 per cent
of Pakistanis 3. Qher research suggests that figures on the |eve
of Asian fermal e entrepreneurship nay be msleadingly low as there is
a tendency for Asian wonen entrepreneurs to be ‘invisible, with many
stating that their husband, father or brother run the business even
t hough the wonen plays the pivotal role.

According to the results, wonen were nore |likely to own businesses in
Sout hwar k than in Lanbeth (Table 2.4). Interestingly wonmen owners
were much less likely to own businesses with no enpl oyees (16.3 per
cent) than on average (25.8 per cent), but nore likely to own

busi nesses with enpl oyees (28.2 per cent), and especially businesses
with over 10 enpl oyees (33.3 per cent). Wonen were also nore likely
to own businesses in hospitality and entertai nnent (42.1 per cent)
and the creative industries (40 per cent). Perhaps surprisingly,
they were less likely to own businesses in consuner services (24.0
per cent) than on average for the sanple, given that occupations such
as hairdressing and personal services have traditionally been

associ ated nore with wonen.

2.5 Age

Research indicates that there is |ink between age and self enpl oynent.
Sone argue that there is an ‘age |aunch window *® effect which refers
to the assumed period in an individual’s life cycle when the

conbi nati on of anbition, occupational experience, energy, stable
donestic environnent and access to capital (usually through home
ownership) are at their nost favourable to enterprise formation. Mst
comentators argue that the typical ‘age window is fromthe early 30s
to md 40s. 1

Results fromthe research suggest that the nean average age of the

busi ness owners at the tinme of the fieldwork was 35 years (Table 2.5),
and that the mean average | ength of the ownership of their current

busi nesses was 7 years. This indicates that the sanple were on average
28 years old when they started their businesses. This finding appears
to suggest that the respondents were entering self enploynment or

busi ness ownership at a nmuch younger age than normally woul d be
expected for the mai nstream busi ness popul ati on. This perhaps

13 Metcal f, H, Mddood, T and Virdee, S (1997) Asian Sel f - Enpl oynent,
Policy Studies Institute, London.

¥ Dhaliwal, S (1997) ‘Silent Contributors — Asian Femal e
Entrepreneurs’, Paper presented to the 20'" | SBA National Conference,
Bel f ast, Novenber.

15 Bechhofer, F, Elliot, B and McCrone, D (1978) ‘Structure,

Consci ousness and Action: A Sociological Profile of the British Mddle
Class’, British Journal of Sociology, Vol. 29, No. 4, pp 410-436.

16 curran, J and Burrows, R (1988) Enterprise in Britain: A Nationa
Profile of Small Business and the Self Enpl oyed, Small Business
Research Trust, London; Stanworth, J and Gray, C (1991) (Eds) Bolton
20 Years On: The Snall Firmin the 1990s, Paul Chapnan, London.




indicates that the ethnic mnority business owners have experienced a
di stinct set of start-up conditions when conpared to the mai nstream
This may relate, for exanple, to feelings of frustration in the | abour
mar ket which force themto consider self enploynment earlier than nornma
(see section 2.9). However, it may also nean that the individuals
concerned may not yet have had tinme to accrue the capital, experience
and contacts associ ated with successful business devel opnent and
survival often characterised as being a part of successful mainstream
smal | busi nesses owner shi p.

Table 2.5
Age by Ethnicity and Location
Per cent
16- 20- 25- 35- 50 | DK/ NA | Mean | N=
19 24 34 49 +
Bl ack - 13.6 |1 31.8 | 45.5 | 4. 4.5 31 22
British 5
Bl ack - - 25.0(57.1 | 14 3.6 36 28
Car i bbean .3
Bl ack 2.0 - 21.1|68.6 | 7. - 33 51
African 8
Asi an - - 18.8 | 47.9 | 31 2.1 38 48
.3
O her - - 7.7 169.2 | 15 7.7 43 12
.4
Lanbet h - 2.0 [19.4|56.1 | 20 2.0 36 98
.4
Sout hwar k 1.5 1.5 | 24.6 | 58.5 | 10 3.1 34 65
.8
Tot al 0.6 1.9 | 21.3|57.4| 16 2.6 35 -
.1
N= 1 3 35 93 26 4 - 16
2
Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwar k
Sur vey

The age of the business owners also varied with ethnicity and | ocation.
The Bl ack British were by far the youngest group of business owners on
average (31 years) and the Asians (38 years) and the O her group (43
years) were the oldest (Table 2.5). These results fit in with the
findings on generation. The Black British were nmuch nmore likely to be
second or third generation (indicating that they are younger since nost
Bl ack group nmigration has occurred since the 1950s)!’ and the Asians
were nost likely to be first generation (Table 2.3). Business owners
in Southwark (34 years) were also slightly younger on average than

busi ness owners in Lanbeth (36 years). There were also nore first
generation migrants in Sout hwark suggesting perhaps that many young
recent migrants in Southwark may be turning to busi ness ownership as a
solution to their econom c probl ens.

2.6 Qualifications

7 M dl and Bank (undated) Ethnic Mnorities in the UK, M dl and Bank
Equal Opportunities, London




The relationship between education and snall business
ownership is the subject of debate. The Bolton Report
argued that running a small business is essentially a

practi cal activity where fornal education is less
i mportant. The Report presented data showi ng that snall
business owners had lower levels of qualifications
conpared to the general population.'® Indeed, it argued
that entry into self enploynment may be a reaction to a
lack of formal qualifications. Al ternatively, other
studi es have pointed to a positive |link between education
and entrepreneurship. Anerican research, for exanple,

suggests that ceteris paribus, educational achievenent is
positively associated wth self enploynent and snall
busi ness ownership.® Qher research shows how education
and entrepreneurship are positively connected anongst
enpl oyed and unenpl oyed, and white and non-white
ent repreneurs. %°

Table 2.6
Hi ghest Qualifications by Ethnicity, Location, Sector &
Si ze
Per cent
No Lower I nternedi a Hi gher N=
Qualificati te
on
Bl ack British 21.4 | Blac | 17.9 | Bla | 14.3 | Bl ac | 46. Bl a 28
k ck k 4 ck
Bl ack 30.0 = 16.0 = 20.0 = 34. = 50
Car i bbean 22 35 19 0 19
Bl ack African 20.8 6.9 16. 7 55. 72
6
Asi an 54.8 6 12.9 14 16.1 20 16. 35 62
1
O her 50.0 - 12.5 - 18.8 - 18. - 16
8
Mal e 35.7 11.3 17.3 35.7 168
Femal e 31.0 15.5 17.2 36.2 58
Lanbet h 35.3 13.8 13.8 37.1 116
Sout hwar k 32.7 10.6 20.4 36.3 113
Ret ai | 33.7 15. 8 23.2 27.4 95
Consuner 34.0 18.0 18.0 30.0 50
Servi ces
Bus. & Prof. 20.6 - 5.9 73.5 34

18 Bolton Report (The) (1971) Small Firms: Report of the Conmittee of
Inquiry on Small Firnms, HMSO cmd 4811, London.

19 Storey, D (1994) Understanding the Small Business Sector,

Rout | edge, London.

20 Eyans, D S and Leighton, L S (1990) ‘Snmall Business Formation by
Unenpl oyed and Enpl oyed Workers’, Snall Busi ness Econonmics, Vol. 2, No.
4, pp. 319-330; Bates, T (1991) ‘ Commercial Bank Fi nancing of Wite and
Bl ack Oamned Snall Business Start-ups’, Quarterly Review of Econonics
and Business, Vol. 31, No. 1, Spring, pp. 64-80.




Serv.

Hosp. & Ents. 47. 4 10.5 5.3 36. 8 19
Creative 27.3 9.1 9.1 54.5 11
Manuf act ur e 57.1 7.1 14. 3 21. 4 14
O her 25.0 - 25.0 50.0 4
No enpl oyees 35.3 19.6 17.6 27.5 51
1-4 enpl oyees 35.0 11.7 15.8 37.5 120
5-9 enpl oyees 37.8 5.4 18.9 37.8 37
10+ enpl oyees 19.0 9.5 19.0 52.5 21
Tot al 34.1 12.2 17.0 36.7 100
N= 78 28 39 84 229
Sour ces: Normal type face - Ethnic Mnority Businesses in Lanmbeth

and Sout hwar k Survey
Italics — People and Skills in Lanbeth and Sout hwark, January
1997.

Respondents’ qualifications were categorised as being
either ‘lower’, ‘internediate’ or ‘higher’ according to a
typol ogy developed by Warwick University and used in
previ ous London borough skills audits, including Lanbeth
and Southwark.?' The *‘higher’ category refers to degree
| evel or above. The ‘internediate’ category refers to
qualifications that range from GCE A-level to sub degree
courses such as dipl onas. The ‘lower’ category includes
all the other qualifications (GCSE and | ower).

Conpared to the population in Lambeth and Sout hwar k, the business
owners were generally well qualified, though there was a split

bet ween Bl ack groups and Asians (Table 2.6). \Whereas only 19 per
cent of all the Black population in Lanbeth and Sout hwark were
estimated to have a ‘higher’ level qualification, the results for the
busi ness owners suggest that over a half of Black Africans (55.6 per
cent), nearly a half of Black British (46.4 per cent) and just over a
third of Black Caribbeans (34.0 per cent) had a higher qualification
The proportion of Blacks having ‘no qualification” in the popul ation
and the busi ness owners were about simlar (c 25 per cent). The

Asi an busi ness owners, on the other hand, appeared to be remarkably
under-qualified conpared to the Asian population in Lanbeth and

Sout hwar k. Over half the Asian business owners had ‘no
qualification' (54.8 per cent) conpared to 6 per cent in the Asian
popul ati on general ly, whereas 16 per cent of Asian business owners
had a higher qualification conpared to 35 per cent in the w der Asian
popul ati on.

The finding that Bl ack business owners were better qualified than
their ethnic groups generally and that Asian business owners were

| esser qualified than their group raises sonme interesting issues.
The evidence may support the assertion that well qualified Bl ack
groups enter self enployment because they experience discrinination
in the | abour nmarket, face pronotional barriers and the ‘gl ass
ceiling’ effect. Mreover, these individuals may enter self

enpl oyment rather than enploynment to receive the rewards that they

2! Hasluck, C, Shackleton, R and Green, A (1997) People and Skills in
Lanbet h and Sout hwark, FOCUS Central London and Warwi ck University,
January.




beli eve their education nmerits. For Asians an opposite effect may be
at work. Sel f enpl oyment nmay be one way of generating enpl oynent
and earning inconme in the face of |ow levels of qualifications.

The rel ationship between the qualifications of the business owners
and their choice or economc activity (sector) and the size of their
busi nesses al so provided some interesting results. Perhaps
unsurprisingly, nearly three quarters (73.5 per cent) of business
owners in business and professional services had * higher’

qual i fications, the highest in the survey (Table 2.6). This is
because many busi ness and professional service activities are
directly related to the achievenrent of formal educationa

qual i fications, for exanple, accountants or |awers. However, beyond
this, success in the provision of ‘knowl edge’ based services
generally may be highly related to the denonstration of intellectua
conpetence which may in turn be related to the achi evenent of forma
qualifications. Just over a half (54.5 per cent) of business owners
in the creative industries had ‘higher’ level qualifications.

Again, this may reflect the ‘knowl edge’ based el ements of their
activities. Business owners in manufacturing had the | owest
proportion of ‘higher’ level qualifications (21.4 per cent) and the
hi ghest proportion of ‘no qualifications (57.1 per cent).

The results appear to show a strong rel ati onshi p between educati ona
achi evenent and firmsize (as measured by enpl oyee nunbers) (Table
2.6). For exanple, just over a quarter (27.5 per cent) of the

busi ness owners with no enpl oyees had a ‘higher’ |evel qualification
conpared to over a half (52.5 per cent) of business owners with 10 or
nore enpl oyees. Moreover, there appeared to be a positive

rel ati onshi p between the educational achi evenent of business owners
and firmsize. The results appear to suggest that educationa

achi evenent is an inportant determinant of growth orientation in

et hni ¢ busi nesses. Education, therefore, may be used as one criteria
for determining the targeting of help and support at the start-up
stage. The relationship between educational achieverment in Lanbeth
and Sout hwark was fairly sinilar (Table 2.6).

2.7 Previous Experiences
The previous experiences that business owners have before

starting their businesses is thought to have an inportant
influence on the types of activities they undertake,

their survival rates and growh potential. Resear ch
suggests, for exanple, that individuals who have been
enployed in high skill or technical areas, and who have

devel oped a set of work related contacts which could be
subsequently utilised in a self enploynent context, have
a good chance of success.?® Individuals entering self
enpl oynent from a position of unenploynent, on the other
hand, may not have had the opportunity to devel op these
i nportant assets and therefore would appear to have |ess
chance of nmaking their businesses worKk.

22 offee, R and Scase, R (1995) Corporate Realities, Routledge,
London.




Table 2.7
Activity Before Starting Business
Per cent
[ ©
n C n S C > T — © | >
N — = 0N .- 0~ 0. () ol O
o @8] o7 - | -E > o =
GEE|TE B LS| B S8 |2
26n|26n3 852|555 |5 |4
Bl ack British 13.0 4.3 21.7 39.1 |4.3|17.4 | 23
Bl ack Cari bbean 2.4 7.3 41.5 | 31.7 | 2.4 |14.6 | 41
Bl ack African 14. 1 4.7 26. 6 40.6 | 6.3 | 7.8 64
Asi an 7.7 9.6 26.9 34.6 | 1.9|17.3 | 52
Q her - - 50.0 25.0 | 16. 8.3 12
7
Mal e 10. 4 7.6 31.9 31.3 | 4.9 13.9 | 144
Fenmal e 4.3 - 30. 4 47.8 | 4.3 | 10.9 | 46
Ret ai | 12. 8 9.3 18.6 41.9 | 7.0 | 10.5 | 86
Consuner 2.3 4.7 27.9 51.2 - 14.0 | 43
Service
Bus. and Prof. 11. 1 - 51.9 14.8 | 7.4 | 14.8 | 27
Servs
Hosp. and Ents. - 7.1 42.9 | 21.4 - 21.4 | 14
Creative Ind. 11.1 11.1 55.6 11.1 - 11.1 9
Manuf act uri ng 11. 1 - 44. 4 11.1 [ 11. | 22.2 9
1
O her - - 66.7 | 33.3 - - 3
No emnpl oyees 10. 2 6.1 20. 4 32.7 | 8.2 22.4 | 49
1- 4 enpl oyees 9.7 4.9 29.1 40.8 | 4.9 | 10.7 | 103
5-9 enpl oyees - 10. 7 46.4 | 35.7 - 7.1 28
10+ enpl oyees 15. 4 7.7 53.8 7.7 - 7.7 13
Tot al 8.8 6.2 31.1 35.8 | 4.7 | 13.0 | 100
N= 17 12 60 69 9 25 192
Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwark
Sur vey

Empl oynmrent was the main route in self enploynent, wth
over two thirds of the respondents (66.9 per cent) taking
this option. Roughly a half of those who entered self
enpl oynent from enploynent (31.1 per cent of the total)
worked in a simlar area previously and therefore were
likely to use the sector specific skills they devel oped
in a self enployment context. This, it could be argued,
may have inplications for the success of the business.
For exanple, there was a positive relationship between
t he respondents having enpl oynment experience in a simlar
area and their current business’ size (Table 2.7) Over a
half of the respondents wth firms with 10 or nore
enpl oyees had previous enploynent experience in a simlar
area conpared to one in five with no enpl oyees. None of
the other previous activities exhibited this relationship



wth firm size (Table 2.7). Moving from a position of
enploynent to a simlar area of self enploynment was
particularly popular for Black Caribbeans (41.5 per cent)
and in the creative (55.6 per cent) and business and
pr of essi onal services sectors (51.9 per cent).

A third of the respondents entered self enploynent from a
position of enploynent (35.8 per cent of the total) but
were working in an area which was conpletely different.
This was particularly common for Black Africans (40.6 per
cent), wonen (47.8 per cent) and in consumer services
(51.2 per cent). These groups may have devel oped a sense
of frustration in their existing enploynment position,
per haps because it was low skilled and/or |ow paid and

therefore, they decided to nake an attenpt to inprove
their lifestyle through self enploynent. It is
interesting that many of individuals in this category had
undertaken consuner services activities, a sector which
is known to have relatively Iow entry/exit costs conpared
to other activities.

A nunber of the respondents (15 per cent) owned and ran
anot her business before starting their current venture
This backs up findings from other research that suggests
t hat once an individual has experienced self enploynent,
the option of moving back to enploynent becones
significantly less attractive.? The finding also
suggests that a nunber of the business owners had al ready
experienced business failure of sone kind which may have

inplications for their future success. In the US it is
well recognised that business failure is an inportant
part of the learning process on the road to becomng a
legitimate ‘business person’. Another interesting

finding is that a proportion (6.2 per cent) of the
respondents had previous businesses in other areas of
activity to their current firm This evidence points to
the existence of ‘business people’ undertaking a range of
busi ness activities depending on the opportunities they
encounter rather than concentrating on one particular
activity where they have developed a specialism
Previ ous busi ness ownership was particularly popular wth
Bl ack Africans (18.8 per cent), for males (18.0 per cent)
and in Retail (22.1 per cent).

During the 1980s in the hey day of the ‘enterprise
culture’, self enploynent and business activity were seen
as solutions to the high levels of unenploynent,
particularly as a result of |arge corporate downsi zing

2 BVMRB I nternational Linited(1997) Youth Enterprise Initiative,
Departnment for Education and Enpl oynent, London.




Since then there have been enunerate schenes attenpting
to encourage the unenpl oyed to becone self enployed, with
varying degrees of success. Researchers have also
presented evidence that shows both successful and
unsuccessful attenpts nmade by the unenploynent to enter
smal |  busi ness ownershi p. Results from the research
suggest that unenploynent is not a particularly inportant
route into self enploynent and small business ownership
for the ethnic mnorities (Table 2.7). Less than one in
twenty (4.7 per <cent) of the business owners were
unenpl oyed prior to setting up their current venture.
This result casts doubt on the efficacy of support
provision to the unenployed in relation to start-up and
busi ness owner shi p.



2.8 Mbtivations

Thi s section consi ders t he respondent s’ ori gi nal
notivations for entering self enploynent and business
ownership and builds on Section 2.7. However, before
this, it is inportant to note that asking and anal ysing
i ndi vi dual s’ reasons for entering smal | busi ness
ownership is a highly conplex affair. For exanpl e,

individuals may not find it easy to renenber the opinions
and events which influenced their decision because it
took place a nunber of years earlier. O her ex post
facto influences nmay have conme into play. There is also
the problem that business owners often cite nore than one
notivation or influence.

Previ ous research on why the ethnic mnorities enter self
enpl oynent has led to a certain anount of debate. There
is little doubt that ethnic mnority business owners
share many of the sane notivations as white business
owners. For exanple, one research project suggested that
et hnic busi ness owner s val ued ‘i ndependence’ and
‘autonony’, a combn response in nmainstream business
research.? However, others have argued that the ethnic
mnorities my have developed distinct notivationa
patterns based on racial discrimnation. In particul ar,
it is argued that ethnic mnorities opt for self
enpl oynent because they face problens accessing |job
opportunities, especially better paid and higher status
jobs.?® Oher groups, particularly Asians, are thought to
enter self enploynent because they have a cultural
predilection for this kind of activity reinforced by
strong fam |y rel ationships. 2

Results fromthe research suggest that the main reason why the

busi ness owners started their businesses was to take advantage of a
‘“mar ket opportunity’, with just over a third (34.8 per cent) offering
this as the main response (Table 2.8). However, what such
opportunities constitute nmay have inportant inplications for the

busi nesses grow h and success. For exanple, when this notivation was
mentioned in the face-to-face interviews it tended to be related to
serving ethnic markets or delivering a specialised ethnic product:

“at the tine there weren’t as nmany ethnic foods in
Brixton. The majority were West |ndian, not many
African foods, that gave ne the inclination to provide

24 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities,

Ki ngst on Busi ness School, Kingston Upon Thames, March

2 Ward, R and Jenkins, R (eds) (1984) Ethnic Communities in

Busi ness, Canbridge, London

% Metcal f, H, Mdood, T and Virdee, S (1997) Asian Self-Enpl oynent,
Policy Studies Institute, London.




[food] for Africans as well as the West [|ndian
comunity” (Black African, retail, 2 enployees).

“we recognised that there was a niche (serving the
ethnic mnority business custoner) which wasn't really
being serviced” (Black Cari bbean, busi ness and
prof essi onal service, 24 enpl oyees).

O her research on African-Caribbean and Asian busi nesses
has al so tended to enphasise positive notivations.?’ For
exanple, the African-Caribbean research suggested that
‘“anmbition’ was the nost inportant notivation, whereas the
Asi an research suggested ‘increasing incone’ was the nost
i nportant factor. Exploring a ‘market opportunity’ was
particularly inportant for Black Caribbeans (45 per
cent), Black Africans (43.1 per cent) and for males (37
per cent).

Table 2.8
Mai n Reason For Starting Business
Per cent
+— X c L
— g [} cC .4 O
c © gg u| (%))
S —~ c J > Ul (%))
= o O () >d = > (q O
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x O C._g Q _CH.E._CD._ (3]
g2 | &2 2o Ei2c9%39 = 1
£8i850 |SE8 |258xFfa €830 pd
Ethnicity
Bl ack British 15.4| 19.2 [38.5[ 3.8 [11.5| - 11.5| 26
Bl ack Caribbean [45.0] 20.0 [15.0] 2.5 | 2.5 | 2.5 [12.5| 40
Bl ack African 43.1] 16.9 [16.9]10.8| 4.6 | 1.5 [ 6.2 | 65
Asi an 31.4] 29.4 [15.7] 3.9 [ 7.8 5.9 [5.9 | 51
Q her 20.0] 53.3 [20.0] 6.7 - - - 15
Mal e 37.0] 24.0 [19.2] 6.8 [ 5.5 | 1.4 | 6.2 | 146
Femal e 29.4] 21.6 [21.6] 3.9 [ 59 |59 [11.8] 51
Tot al 34.8] 23.7 [19.7] 6.1 | 5.6 | 25 [ 7.6 | 100
N= 69 47 39 12 11 5 15 | 198

Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwark Survey

The second nost popular reason why the respondents
started their businesses was related to the need to ‘earn

a living” or ‘make noney’. This notivation is difficult
to interpret and may involve both positive and negative
el enent s. For exanple, it 1is wunclear whether this

notivation offers ethnic mnorities the opportunity to
take greater control over their earning potential or,
alternatively, because of the difficulties of obtaining

27 Ram M and Deakins, D (1995) African-Caribbean Entrepreneurship in
Britain, University of Central England Busi ness School, Birnm ngham
June; Metcalf, H, Mdood, T and Virdee, S (1997) Asian Self-

Enpl oynent, Policy Studies Institute, London.




the desired l|level of incone through enploynent and the
| abour market. O her research has also noted the
i nportance of ‘making nmoney’ to ethnic mnority business
owners - particularly Bangl adeshis — beyond that normally
reported in studies of white business owners. 2 |ndeed,
in the current research this reason was nost popul ar
anongst Asians (29.4 per cent). However, the findings
have to be put into context. Expect ati ons regardi ng the
financial gains from self enploynent nust be seen
relative to Ilow paid enploynent and unenploynent.
Moreover, nmaking noney may constitute earning a nodest
i ncone rather than being, for exanple, a mllionaire.

Any possible negative interpretations of the above
nmotivation are reinforced, to sone degree, by other
findings from the research. Just over one in twenty of
respondents (6.1 per cent) suggested that they entered
sel f enpl oynent because there were ‘no opportunities for
the ethnic mnorities in the work place. Thi s
motivation was particularly common anongst the Black
African group (10.8 per cent) and for males (6.8 per
cent). It also energed as particularly inportant in the
focus groups. All  of the respondents at the Lanbeth
focus group argued that they had encountered racial
discrimnation in their previous enploynent and that this
had pronpted themto take up self enploynent. As two of
t he respondents coment ed:

“I worked in the insurance industry as a narket
executive for 14 and half years. Because of my col our
| reached ny limt. I knew that if | started ny own
business | would be working for nme” (Black African,
busi ness services, 10 enpl oyees).

“I was there (working for a record conpany) for seven
years and | was noving sideways even though | was
deputising for people above ne when they were away.
When the jobs canme up | never got them I found the
only way to ‘up’ was to ‘out’. Plus | saw there was a
gap in the market” (Black Cari bbean, busi ness
services, 7 enployees).

Though this may be a relatively mnor finding in the main
survey, the focus groups highlighted that it my be an
i mportant notivation which has in some way becone | atent.
For exanple, there may be a general reluctance to talk
about negative notivations, particular those associated
with racial discrimnation, because the respondents feel

2 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities,
Ki ngst on Busi ness School, Kingston Upon Thames, March




positive, or want to feel positive, about their current
busi ness ventures.

The third nost popul ar response stated by business owners

for entering self enploynent was ‘independence’. Just
over one in five respondents suggested that this was the
mai n reason for starting a business. Interestingly, this

notivation was nost inportant for the Black British (38.5
per cent), perhaps indicating a greater identity wth
whi te mai nstream busi ness ownership. O her research on
ethnic businesses cite this as an inportant response.?
Q her notivations, particularly, the influence of famly,
appear less inportant than expected. For exanple, Asian
busi ness owners are often characterised as being part of
extended famly networks which may have inplications for
siblings entry into self enploynent. However, the
influence of famly appeared nore inportant to the Bl ack
British (11.5 per cent) than Asians (7.8 per cent) in the
current study. An African respondent suggested that this
nmotivation was inportant to him Hs coments also
provide an insight into the cultural factors underpinning
busi ness ownership in some ethnic groups:

“My father [was in business for himself]. But that's
typical . If | say ny father was a Nigerian
busi nessman everybody seens to know what it neans.
The inporting, the exporting, and travelling to Hong
Kong to get the cement mixers and generators out to
Ni geria and the usual goods” (Black African, business
and professional services, 8 enployees).

2.9 Summary

Part Two has presented data and findings on the
backgr ound characteristics of et hni c mnority
entrepreneurs in Lanbeth and Southwark using the 1991
Census of Population and results from the ethnic
busi nesses survey. The results suggest that self
enploynment is a relatively mnor activity for the ethnic
mnority populations in Lanbeth and Southwark, as it is
with the White popul ation, though it does vary according
to ethnic group. Asians were the nost likely to enter
self enploynent and Black Caribbeans were the |east
likely. Ethnic mnority entrepreneurship was also nuch
nore popul ar anmongst nen than wonen, with nen accounting
for about three quarters of all businesses, a finding

2 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Kinston
Busi ness School, Kingston Upon Thanes, March; Ram M and Deakins, D
(1995) African-Caribbean Entrepreneurship in Britain, University of
Central Engl and Business School, Birm ngham June.




which was very simlar to that produced by other
research. However, in the Black African group over a
third of t he busi nesses wer e owned by  wonen.
Surprisingly wonen entrepreneurs were nore likely to be
involved in hospitality and entertainnment and creative
activities than in consunmer services.

The research al so suggested that ethnic mnority business
owners were nmuch younger than on average. Most
entrepreneurial activity is thought to commence in the
md 30s to md 40s age range. However, the average age
at which the respondents entered business ownership is
t hought to be 28 or even younger. One consequence of
this is that because of their relatively young age the
respondents nmay not yet have had the opportunity to
develop the skills, experiences, contacts and capital
base which is often characterised as inportant to success
in mainstream businesses. The Black British were the
youngest business owners and a mnmgjority of them were
second and third generation. The Asians were the ol dest
and a majority were first generation.

Hi gh levels of qualifications are also thought to have a
beneficial inpact on business survival and grow h. In
general, the business owners were nuch better qualified
than the population in Lanbeth and Southwark, though
again this varied between ethnic groups. Bl ack busi ness
owners (British, Caribbean and African) were all nuch
better qualified than their respective groups in the
general popul ation, however, Asian business owners were
relatively |lower qualified.

The previous experiences of the business owners before
entering self enploynent is also thought to influence
their chances of survival and growth. Two thirds of the
business owners were enployed before entering self
enpl oynent, and a third were enployed in a simlar area
such that they could utilise the sector specific skills
t hey had al ready devel oped. This is thought to be highly
beneficial to business growh and devel opnent. | ndeed,
many of these individuals appeared to running |arger
growm h orientated businesses. However, a third were self
enployed in areas which were different from their

previous areas of enploynent. This may reflect an
attenpt to escape from |low skilled/low paid enploynent
condi tions. Many of these individuals entered consuner

services which are known to have relatively |ow
entry/exit costs.

O her routes into business ownership were |ess popular.
Just less than one in five had been business owners



bef ore. This my suggest that sone individuals are
devel oping business related skills, but it my also
i ndi cate serial and unsuccessful business ownership and a
reluctance to return to enploynent. Unenploynent was not
an inportant route into business ownership, despite a
range of policies to support it.

Busi ness owners’ notivations for entering self enploynment were al so

i mportant. The mmin notivations for entering self enploynent were
positive, for exanmple, to explore a ‘market opportunity’ or to ‘make
noney’ and this was simlar to findings produced by other research
However, other nore negative notivations such as those related to
raci al discrimnation in enploynent, perceived or otherw se, cane out
strongly. Though this was not a feature of the main tel ephone
survey, results fromthe face-to-face interviews and particularly the
focus groups show the extent to which this problemexists for the
ethnic mnority respondents. The young age at which the ethnic
mnorities entered self enploynment and their generally high | evels of
qgualifications also point to a problemof discrimnation in

enpl oyment. This problem seens particularly acute for Black groups,
rather than Asians. As noted previously, the Asians busi ness owners
were slightly ol der and had | ower than average qualifications.

Part Three: Ethnic Mnority Busi nesses

3.1 Introduction

This chapter considers the <characteristics of the
busi nesses run by ethnic mnority entrepreneurs in
Lanbeth and Sout hwar k. In particular it considers the
age of the businesses; their size as neasured by
enpl oynment and turnover; their activities; and their
prem ses. Were possible these characteristics are
conpared with what is known about the mainstream business
popul ation in Lanbeth and Sout hwark, London and the UK

3.2 Busi ness Age

Recent research on the mainstream business population in
central London suggests that over 70 per cent of
busi nesses have been operating for 11 years or nore,
whereas only 2 per cent have been operating for 3 years
or less.3 The sane research suggests sinilar proportions
in Lanbeth and Southwark, though in Southwark slightly
nore businesses (77 per cent) have been operating for 11
years or over. The current research points to a nuch
younger ethnic mnority business population in Lanbeth
and Southwark (Table 3.1). Only 3 out of 10 firnms (30.7
per cent) had been operating for over 9 years, and two

30 DTZ Pieda (1998) Enployer Survey 1998, FOCUS Central London
London.




fifths (40.1 per cent) had been operating for three years
or |ess. Over three quarters of the firnms had started
since 1990. These findings would appear to suggest that
the ethnic mnority business population is significantly
| ess devel oped than the mainstream O course, this may
be perfectly understandable. Mny of the respondents may
have only recently mgrated to the UK and have had |ess
time to start and devel op their businesses.

Busi ness age varied according to ethnic group (Table
3.1). Asians (average start-up 1986) and Bl ack
Cari bbeans (1988) had the ol dest businesses on average

and Bl ack Africans had the youngest (1992). The reasons
for these differences may relate to the age, mgration,
skill and qualification profiles of the different ethnic
gr oups. For example, many of the Asians in the sanple
were older first generation mgrants and were relatively
less qualified (see Chapter Two). This may have neant
that where enpl oyment opportunities were not avail able, 3!
self enploynent was the nost feasible way of making a
living at the early stages after mgration. The Black
Africans, on the other hand, tended to be relatively
younger nore recent mgrants, nmany of whom it is
suggested, may have cone to the UK for a wuniversity
education (Black Africans had the greatest proportion of
hi gher level qualifications — see Section 2). The nore
recent entry of Black Africans into self enploynent,
therefore, may be related to their migration patterns and
entry into formal education, before business ownership
becane a possibility.

Busi ness age al so varied according to gender (Table 3.1).
Mal e owned businesses (average start-up 1989) were much
ol der on average conpared to female owned businesses
(1992). | ndeed, just under half (47.3 per cent) of the
femal e owned businesses were established since 1995.
This reinforces the notion that wonen are becom ng
increasingly nore likely to enter self enploynent when
conpared with nales.®  Businesses in Lanbeth (average
start-up 1989) were older than in Sout hwark (1991).

31 The lack of formal qualifications and ol der age are well
establ i shed barriers to enploynent regardless of racial and cultural
el ement s.

32 See also Curran, J, Blackburn, R A and Wods, A (1991) Profiles of
the Small Enterprise in the Service Sector, Snmall Business Research
Centre, Kingston University, Kingston Upon Thanes, May.




Table 3.1
Year the Business Started by
Et hnicity, Gender, Borough and Sect or
Per cent
-1979 1980- 1990- 1995- N= Mean
1989 1994 1998

Bl ack British 3.7 22.2 14. 8 59.3 27 1991
Bl ack 6.0 30.0 38.0 26.0 50 1988
Cari bbean
Bl ack African - 6.1 40.9 53.0 66 1992
Asi an 16. 1 35.5 19. 4 29.0 62 1986
O her 6.3 31.3 18.8 43.8 16 1990
Mal e 8.5 25.6 28.7 37.2 164 1989
Fermal e 1.8 20.0 30.9 47.3 55 1992
Lanbet h 12.6 19.8 30.6 36.9 111 1989
Sout hwar k 0.9 27.9 27.9 43. 2 111 1991
Ret ai | 10.5 27. 4 28. 4 33.7 95 1988
Consuner 6.3 25.0 29.2 39.6 48 1990
Servi ce
Bus. and 3.2 29.0 32.3 35.5 31 1990
Prof. Servs
Hosp. and - 5.6 33.3 61.1 18 1992
Ent s.
Creative Ind. - 10.0 30.0 60.0 10 1992
Manuf act uri ng 7.1 14.3 28.6 50.0 14 1991
Tot al 6.8 23.9 29.3 40.1 100 1990
N= 15 53 65 89 222 -

Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark Survey

Busi ness age also varied according to business activity
(Table 3.1). Retail firnms were the ol dest businesses on
average (average start-up 1988) and creative industries
and hospitality and entertai nment were the youngest (both
1992) . This fits neatly with what is known about these
business activities generally and recent trends in

Central London. Retail is a long established business
activity, which is expected to decline in enploynent
terms over the next ten years.® In contrast, creative

and l|eisure (hospitality and entertainnent) activities
are expected to becone considerably nore inportant in
both London and the UK. These findings appear to suggest
that the ethnic mnorities are increasingly choosing to
undertake activities which have a better chance of
success in the future.

3% FOCUS Central London (1998) Central London Economi c Assessnment ,
FOCUS Central London, Novenber.




3.3 Busi ness Size

Busi ness size can be neasured in a nunber of different
ways. In this study enploynent and turnover were used as
the nmain indicators.

3.3.1 Enpl oynent Size

Anal ysis of the nunber of workers enployed by ethnic
mnority businesses in Lanbeth and Sout hwark provides an
insight into the extent to which these businesses have
beconme an inportant source of jobs. Enploynent size also
provides an indicator of the general health of the
sectors and local economes in which they do business.
The strong concentration of mddle size businesses or

‘“Mttel stand’ in the Barden Wirtenburg district in
Germany, for exanple, is often cited as an exanple of the
good health of the econony there. Informati on on

enpl oynent size is also useful to support agencies. The
current provision of nmainstream services by Enterprise
Agenci es/Business Link is determned, for exanple, by
whet her the firm has below or above ten enployees (see
Appendi x Two) .

Ethnic mnority businesses in Lanbeth and Sout hwark were
considerably smaller than on average. The average size
of the sanple was 3.77 enployees per firm conpared to a

UK average of 5.68 for all firms, including the self
enpl oyed, and 15.38 for businesses with at |east one
enpl oyee (Table 3.2).3 Though the <current research

undoubtedly underrepresented the nunber of one person
sel f enpl oyed businesses (they account for 22 per cent in
the sanple conpared to 68 per cent of all activities in
the UK), the sanple still had a significantly [|ower
average nunber of enployees per firm Anal ysis of the
enpl oyee size bands indicated that only just under 1 in
10 (9.2 per cent) firms had 10 enployees or nore, thus
meeting Business Link criteria for assistance.? A
majority (52.4 per cent) of the firms had between 1-4
enpl oyees, though again, the figures under-represent the
frequency of the self enployed/businesses wth no
enpl oyees.

Enmpl oynent size varied between the different ethnic
gr oups. The Black British had the largest firns on
average (4.61 enployees per firnm) and Asians had the

34 Departnment of Trade and Industry (1998) Small and Medi um
Enterprise Statistics for the United Kingston, 1997, SME Statistics
Unit, Departnment of Trade and Industry, July.

3% Business Link also has a criteria for turnover. See appendiXx 2.




smal l est (3.83 enployees per firm (Table 3.2). The
Black British also had the highest proportion of
businesses with 10 or nore enployees (14.3 per cent),
t hough the Black Africans had the |owest (5.6 per cent).
The small average size of the Asian businesses can be
attributed to their higher proportion of businesses with

no enpl oyees. Enpl oynent size also varied according to
gender. Interestingly, female entrepreneurs owned nuch
| arger businesses (5.81 enployees per firm than males
(3.19 enployees per firns). Wnen also owned a higher

proportion of businesses with 10 or nore enployees (12.1
per cent) conpared with nen (8.3 per cent).



Table 3.2
Enpl oynent Size by Ethnicity, Gender, Sector and
Bor ough
Per cent
No 1-4 5-9 10+ N= Aver age
Enpl oy | Enpl oye | Enpl oyee | Enpl oye Enpl oyme
ees es s es nt

Bl ack British 17.9 57.1 10.7 14.3 28 4.61

Bl ack 18.0 40.0 28.0 14.0 50 3.80

Cari bbean

Bl ack African 19.4 56.9 18.1 5.6 72 4.15

Asi an 27. 4 54. 8 9.7 8.1 62 3.83

O her 37.5 50.0 6.3 6.3 16 2.43

Mal e 24. 4 49. 4 17.9 8.3 168 3.19

Femal e 13.8 62.1 12.1 12.1 58 5.81

Ret ai | 26.3 64. 2 7.4 2.1 95 1.88

Consuner 22.0 46.0 30.0 2.0 50 4.63

Servi ce

Bus. and 8.8 44.1 26.5 20.6 34 6.32

Prof. Servs

Hosp. and 21.1 36.8 15.8 26.3 19 8. 56

Ents.

Creative Ind. 27.3 36. 4 9.1 27.3 11 3.89

Manuf act uri ng 28.6 50.0 7.1 14.3 14 1.38

Lanbet h 23.3 48. 3 17.2 11.2 116 4. 38

Sout hwar k 21.2 56. 6 15.0 7.1 113 3.15

Tot al 22.3 52.4 16.2 9.2 100 3.77

N= 51 120 37 21 229 198
Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwark Survey

Note: The information on average enploynent in based on those
responses where conplete details about the breakdown between full &
part-tine and male & female enploynent in the firm was gathered
(N=198) .
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years. 3 Knowl edge based and leisure activities are
expected to becone nmuch nore inportant to the future UK
econony.3 If the ethnic ninorities can be encouraged to
establish businesses in these areas then they nmay have a
greater chance of success.

The enploynent size of the businesses also varied

according to borough. Busi nesses in Lanbeth were
slightly larger (4.38 enployees per firm than those in
Sout hwark (3.15 enployees per firm. Busi nesses in
Lanbeth were also nore likely to have 10 or nore

enpl oyees (11.2 per cent), than in Southwark (7.1 per
cent). The two boroughs were nore or less equally likely
to have businesses with no enpl oyees.

3.3.2 Turnover Size

Annual turnover provides another nethod of exam ning
busi ness size. This is a commonly used neasure by policy
makers and trade bodi es, whereas enpl oynent size tends to
be used nore in research. The reason for this is that
busi ness owners are often very sensitive about giving out
i nformation about their t ur nover (especially to

researchers). In the current research, 142 of the 200
respondents who were asked for information on turnover
provided a usable answer. It is unclear how the non
response may affect the results, though it nmay be assuned
that it will under-represent turnovers at the |ower end.
Mor eover, respondents nmay be |l ess keen to report a |ower
| evel of turnover. Respondents wi th higher levels of

turnover nmay be nore famliar wth reporting this
i nformati on through conpany reports etc.

Table 3.3
Annual Turnover by Ethnicity, Gender, Sector and
Bor ough
Per cent
Up to [ £50,00 | £100,0 [ £200,0 | Don’t N= | Avera
£50, 0 1- 01- 01 Know ge
00 £100,0 | £200,0 | & Over £ 000
00 0 S
Bl ack 23.8 28.6 4.8 19.0 23.8 21 81.5
British
Bl ack 28.9 13.2 18. 4 18. 4 21.1 38 78.5
Cari bbean
Bl ack 37.9 19.0 8.6 8.6 25.9 58 52.5

% FOCUS Central London (1998) Central London Econonic Assessnent ,
FOCUS Central London, Novenber

87 Keeble, D, Bryson, J and Wod, P (1992) ‘The Rise of Small Service
Firms in the United Kingdom, International Small Busi ness Journal
Vol . 11, No. 1, pp. 11-22.




African

Asi an 22.9 20.8 10. 4 27.1 18.8 48 96. 0
O her 71.4 21. 4 - - 7.1 14 <50

Mal e 30.1 18.4 12.5 18. 4 20.6 136 78.0
Femal e 45. 2 21. 4 2.4 7.2 23.8 42 <50

Ret ai | 32.9 16.5 9.4 15.3 25.9 85 67.5
Consuner 35.7 23.8 11.9 14. 3 14. 3 42 68.0
Servi ce

Bus. and 21.7 13.0 13.0 30. 4 21.7 23 106.0
Prof. Servs

Hosp. and 40.0 40.0 10.0 - 10.0 10 <50

Ent s.

Creative 42.9 - 14. 3 14. 3 28.6 7 70.0
| nd.

Manuf act urin 44,4 33.3 - 11.1 11.1 9 <50

g

Lanbet h 34.9 24. 4 12.8 21.0 7.0 86 75.5
Sout hwar k 31.9 14.9 7.4 11. 7 34.0 94 60.5
Tot al 33.3 19.4 10.0 16.0 21.1 100 69.0
N= 60 35 18 29 38 180 142

Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark Survey

In 1997 the (mean) average turnover for all businesses in
the UK including businesses wth no enployees/self
enmpl oyed was £484, 000, though the median average woul d
undoubtedly be lower as it would renpbve the distorting
af fect associated with the inclusion of many of the WK's
top conpanies. Results fromthe current research suggest
that the average turnover of ethnic mnority businesses
i n Lanbet h and Sout hwark was £69, 000.

O her research specifically |ooking at small businesses
in the service sector,® and in the London borough of
Sutton,?® may ©provide nore appropriate conparative
i nformati on. The research on the service sector
indicated that 34.4 per cent of businesses had |ess than
£100, 000 turnover (at c¢ 1990 prices). The research in
Sutton suggested that 27.5 per cent of businesses had
| ess than £100,000 turnover (at 1994 prices). The
current research suggests that 52.7 per cent of the
ethnic mnority businesses had an annual turnover of |ess
than £100,000 (at 1998 prices). Again, this shows that
ethnic mnority businesses in Lanbeth and Sout hwark were

% pepartnment of Trade and Industry (1998) Small and Medi um
Enterprise Statistics for the United Kingston, 1997, SME Statistics
Unit, Departnent of Trade and |ndustry, July.

% curran, J, Blackburn, R A and Wods, A (1991) Profiles of the
Smal|l Enterprise in the Service Sector, Small Business Research
Centre, Kingston University, Kingston Upon Thanes, May.

40 gmal | Business Research Centre (1994) Enterprise Support in
Sutton, Kingston Business School, Kingston Upon Thanmes, Novenber




particularly small, as neasured by turnover, regardless
of the effects of price inflation between 1990, 1994 and
1998.

Annual turnover varied according to ethnic group (Table
3.3). Asi an businesses had the highest |I|evels of
turnover (£96,000) and Black Africans had the | owest
(£52, 500) . This finding is perhaps surprising given the
areas of activity in which the Asians and Bl ack Africans

oper at ed. Asians were nore |likely to own retail and
hospitality and entertainment businesses, activities
which had average or below average turnover. Bl ack

Africans were nore likely to be involved in business and
prof essional services, an area of activity wth higher

val ue added. The difference may lie in the age of the
busi nesses. Asi ans had the ol dest businesses and Bl ack
Africans and the youngest (Table 3.1). This my have

enabled Asian business owners to develop the sales
potential of their enterprises to a greater extent than
the Africans.

Annual turnover also varied according to business
activity (Table 3.3). The business and professional
services sector had by far the |argest average annual
turnover (£106,000) and the hospitality and manufacturing
sectors had the |owest (less than £50,000 on average in
each) . Retail (£67,500) and consuner services (£68,000)
had about average turnover for the sanple. Annual
turnover also varied by gender and l|ocation (Table 3.3).
Mal e owned business had much higher annual turnovers
(£75,000) than femal es (<£50,000), perhaps because - as
wth the Asian businesses — they had been established for
a longer tine. Busi nesses in Lanbeth (£75,500) also had
a higher level of turnover the businesses in Southwark
(£60, 500) .



3.4 Business Activity

The Central London nmainstream business population is
dom nated by business and financial service activities

These are thought to account for nearly a half of
business units in the capital.* Creative industry and
retail businesses each account for about 10 per cent of
total businesses. Hospitality and entertai nnent account
for about 8 per cent, consuner services about 5 per cent
and manufacturing about 4 per cent. In Lanbeth and
Sout hwar K, busi ness services (i ncluding financia

services) play a less inportant role.* At the nost they
account for a quarter (25 per cent) of all activities,
whereas retail (19 per cent) and hospitality (11 per
cent) are nore inportant. Manuf acturi ng accounts for
slightly nore businesses in Lanbeth and Southwark (8 per
cent), than in Central London as a whole (4 per cent).

Figure 3.1
The Busi ness Activities Undertaken by Ethnic Businesses
in Lanbeth and Sout hwar k

Retail: clothes, delicatessen, groceries, health products, jewellery,
musi ¢, newsagents, off |icense, pharnmacy, supermarkets, video.

Consuner Servi ce: hai r dr essi ng, pl unmbi ng, security, t el ephone
services, travel agents, vehicle repair.

Busi ness and Professional Services: accountants, estate agents,
financi al servi ces, managenent consul tants, mar ket i ng, public
rel ati ons, publishing, recruitment agencies, solicitors, training.
Hospitality and Entertainment: catering, restaurant, w ne bar.

Creative: cultural, design, fashion, nmusic, print (with design).

Manuf act uri ng: bakers, clothes, fram ng, metal polishing.

Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark Survey

Research suggests that ethnic mnorities tend to
concentrate their activities in particular economc
sectors.®® For exanple, Afro-Caribbean business owners
are thought to concentrate their activities in
construction, bakeries, clothing, hairdressing, retail

4 Office for National Statistics (1998) 1996 Annual Enpl oynent
Survey, Ofice for National Statistics, London.

42 DTZ Pieda (1998) Enployer Survey 1998, FOCUS Central London,
London.

4 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thames, p 7.




and vehicle repair. Asi an busi nesses owners are thought
to concentrate their activities in hotel and catering,
clothing, knitwear and retailing. Research on ethnic
mnority businesses in Lanbeth conducted in the early
1980s suggested that retail was the domnant form of
activity.* Around 63 per cent of business owners chose
to operate in this area. Nearly 1 in 5 businesses (17
per cent) were in ‘other services’ and 1 in 10 businesses
(11 per cent) were in business and professional services
(i ncluding financial services). Only 1 per cent of the
busi nesses were thought to be in manufacturing.

3.4.1 Retail

Results from the survey suggest that retail activities
domnated ethnic mnority business ownership in Lanbeth

and Southwark (for list of the retail activities
undertaken see Figure 3.1). The findings suggest that
over four out of ten businesses were involved in sone
form of retail (Table 3.1). This figure is lower than

that recorded in the 1980 Lanbeth research (63 per cent),
but higher than the 1998 figure for all businesses in
Lanbeth and Southwark (19 per cent).*  This suggests
that, though retail activity is still inportant to ethnic
busi nesses, it may be becom ng | ess so.

Table 3.4
Busi ness Activity by Ethnic G oup and Firm Si ze
Per cent
g . 3 o3 > ()
- S5 2 R L5 | o
© n O — J QO wm © S - @
— c v N O J 0 () c % <
i S. |8ad 20|60l E8 |8 |2
Bl ack British 32. |[21.4110.7] 7.2 [7.1]14.3] 7. 28
1 1
Bl ack Caribbean | 26. [28.0[22.0| 6.0 [6.012. 0] - 50
0
Bl ack African 38. 29.2118.1| 4.2 |6.9| 2.8 - 72
9
Asi an 62. [11.3] 8.1 |[16.11.6 - - 62
9
Ot her 42. [14.3] 7.1 | 7.1 - 14.3 | 14 14
9 .3
Mal e 44. 122.9[14.5|1 6.6 [ 3.6 6.0 | 1. 166
6 8
Fenmal e 34. [20.7117.2]13.8[6.9| 6.9 - 58
5

4 Brooks, A (1983) ‘Bl ack Businesses in Lanbeth: Cbstacles to
Expansi on’, New Conmunity, vol. xi., nos. ¥ Autum-Wnter, pp. 42-
54.

4 DTZ Pieda (1998) Enpl oyer Survey 1998, FOCUS Central London,
London.




Lanbet h 43. |25.4|114.0| 7.9 |3.5| 3.5 | 2 114
0 6
Sout hwar k 40. | 18.6|15.9| 8.8 |6.2| 8.8 | O. 113
7 9
Tot al 41. |22.0|15.0| 8.4 |4.8| 6.2 | 1. 100
9 8
N= 95 50 34 19 11 14 4 227
Source: FEthnic Mnority Businesses in Lanbeth and Southwark

Sur vey

Retail activities were nobst common in Asian groups wth
just under two thirds (62.9 per cent) of Asian businesses
involved in this area. This is simlar to other research
on Asian businesses? and highlights the inportance of
retail to this group. Just over a quarter (26 per cent)
of Black Caribbean business owners were involved in
retail (Table 3.1), conpared to just under quarter (21
per cent) in a national study.? Nearly four of ten (38.9
per cent) Black African and just under of third (32.1 per
cent) of Black British business were also in retail.

One explanation for the high nunber of retail ethnic
mnority businesses in Lanbeth and Southwark relates to
the opportunity of satisfying demand from their own
ethnic communities. I ndividual ethnic groups have
particular tastes, for exanple, in relation to foods and
cl ot hi ng. If the existing mainstream market does not
provi de these products then it nmakes sense for the ethnic
mnorities to fill the gap thensel ves. This process may
be particularly appropriate because of the skills and
experiences particular ethnic groups have developed in
produci ng these products. This nmay give ethnic mnority
i ndi viduals an opportunity to develop an incone based on
a specialism they already have, especially when other
opportunities in the |abour market are not so accessible.
| ndeed, this notivation for starting the Dbusiness
appeared common in many of the sectors studied (see
Section 2.8).

However, the problem for businesses which mainly serve
ethnic markets is that they are constrained by the size

and affluence of the nmarket. Lanbeth and Sout hwark are
both characterised as relatively deprived boroughs wth
high Ilevels of unenploynent. However, the ethnic

mnority popul ation and t he af fl uence of t hese

4 Metcal f, H, Mdood, T and Virdee, S (1997) Asian Self-Enpl oyment,
Policy Studies Institute, London.

47 Ram M and Deakins, D (1995) African-Caribbean Entrepreneurship in
Britain, University of Central England, Birmnm ngham June.




comunities appears to be growing.*® The extent to which
these activities can ‘break-out’ into regional/national
mai nstream markets is less clear. Muich will depend, for
exanple, on the marketing approaches adopted by these
firms and the tastes and fashions of mminstream consuners
(see, for exanple, the experiences in the hospitality and
entertai nnent section).

Retail was slightly nore popular for males than fenales.
Nearly a half of nale businesses (44.6 per cent) were in
retail conpared to just over a third of females (34.5 per
cent). Retail was also nore popular in Lanbeth (44.6 per
cent) than Southwark (34.5 per cent). Retail had a
slightly |lower nean turnover (£67,500) than the average
(£69,000) and had the second |owest nean nunber of
enpl oyees (1.88 enployees per firm, conpared to the
average (3.77 per firm.

3.4.2 Consuner Services

Consuner services were the second nost popular activity
undertaken by ethnic mnority businesses in Lanbeth and
Southwark (for a list of consuner service activities see
Figure 3.1). These accounted for just under a quarter
(22.0 per <cent) of all businesses in the sanple.
Consuner service activities were nost popular in Black
African (29.2 per cent) and Black Caribbean groups (28.0
per cent) and |east popular in Asian groups (11.3 per
cent). QO her research also notes the popularity of
hai rdressing, beauty and vehicle repair in African-
Cari bbean groups. *°

Simlar to retail, the popularity of consunmer service
activities nmay reflect a strong localised ethnically
specific demand. For exanple, there is a large Caribbean
community in Lanmbeth which may provide a market for hair
care and beauty services which are nost appropriately
provided by individuals from the sane ethnic group.
However, the sane issues of accessing higher value non-
| ocal i sed mai nstream markets applies to consuner services

as to retail. Consuner service activities were slightly
nore popular for males (22.9 per cent) than females (20.7
per cent). They were also nore popular in Lanbeth (25.4

per cent) than in Southwark (18.6 per cent). The average
turnover in consuner services (£68,000) is slightly |ower

“8 Berthoud, R (1998) Incones of Ethnic Mnorities, Institute for
Soci al and Econom ¢ Research, University of Essex, Col chester.

4 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thames.




than on average (£69,000) and average enploynent (4.63
enpl oyees per firm is slightly higher (3.77 enployees
per firm.

3.4.3 Business and Professional Services

The business and professional services sector (including
fi nanci al servi ces) dom nates economc activity in
central London. It is also one of the sectors expected
to show the highest |evels of enploynent growth over the
next ten years.®® It is, therefore, an area which ethnic
mnority businesses should be encouraged to enter if they
are to grow and create |ocal enploynent opportunities.
The research suggested that business and professional
services (including one financial service activity) was
the third nost popular activity anongst ethnic mnority
busi ness owners (Table 3.1), accounting for 15 per cent
of total sanple businesses. This is lower than the
mai nstream borough average (c25 per cent), but higher
than the 1980s estimate for Lanbeth ethnic businesses (c9

per cent). This would suggest that business and
prof essional services are becom ng nore popular for the
ethnic mnorities, but they still have sonme way to go to

be representative of the mainstream

The popularity of business service activities varied
according to ethnic group. Busi ness and prof essi onal
service activities were nost popular anongst Bl ack
Cari bbeans (22 per cent) and Black Africans (18.1 per
cent), though they were |ess popular anongst Asians (8.1
per cent) and the Black British (10.7 per cent) (Table
3.1). The popularity of business and professiona
service activities in Black Caribbean and Black African
busi ness groups may be explained by the latter groups’
high levels of qualifications (see section 2.6 for a
di scussion of the relationship between qualifications and
busi ness and professional services). However, the Bl ack
British were also very well qualified but were |ess
inclined to enter business and professional services.
This may relate to their younger than average age. That
is, they may not have had the opportunity to gain the
rel evant experience, and age nmay be seen as a sign of
credibility in this area.

Business and professional service activities were
slightly nore popul ar anongst wonen (17.2 per cent) than
men (14.5 per cent). The incidence of business services

was roughly equal in the two boroughs (c 15 per cent).
Busi ness and professional services had an above average

50 FOCUS Central London (1998) Central London Economi ¢ Assessnent
FOCUS Central London, Novenber.




mean turnover (£106,000) and enploynent per firm (6.32
enpl oyees per firm.

3.4.4 Hospitality and Entertai nnment

The ethnic mnority hospitality and entertai nnent sector
has received a good deal of nedia interest recently.
This is mainly based on the popularity of ethnic food
particularly Indian cuisine, which is at an all tine high

in the UK currently. According to research there are
about 7,500 Indian restaurants nation-w de enploying
60,000 workers and £2 billion turnover, naking the

industry bigger than steel.® The inplications of this
activity to ethnic mnority businesses in Lanbeth and
Southwark is highlighted by other research. Thi s
suggests that there is a difference in the take up of
hospitality and entertainment activities between the
mai nstream business population and ethnic businesses.
Hospitality and entertai nment businesses are thought to
account for about 11 per cent of all mai nstream
busi nesses, ®> whereas they are thought to account for
about a quarter of Black and Asian businesses. >

However, the results from the survey suggest that the
i nportance of hospitality and entertai nment businesses to
the ethnic mnorities in Lanbeth and Southwark may have
been overstated. > Hospitality and Entertainnent
(restaurants, wine bars & catering) accounted for about 1
in 12 (8.4 per cent) ethnic mnority businesses in
Lanbeth and Sout hwar k. Hospitality and Entertainnment
busi nesses were nobst popular in Asian groups (16.1 per
cent), though much less so in Black British (7.1 per
cent), Caribbean (6.0 per cent) and African groups (4.2
per cent). The popularity of these activities to Asian
groups is perhaps as expected. Hospitality and
entertai nment busi nesses appeared to be nuch nore popul ar
anongst wonen (13.8 per cent), conpared with nen (6.6 per
cent). The sector had the highest nean enploynent (an
average of 8.56 enployees per firm, but a nuch |ower
than average turnover (less than £50,000 conpared to an
aver age of £69, 000).

51 Gwther, M (1998) ‘Too Few Cooks Spoil the Balti’, Electronic
Tel egraph, 30 May.

°2 DTZ Pieda (1998) Enployer Survey 1998, FOCUS Central London
London.

53 Brooks, A (1983) ‘Bl ack Businesses in Lanbeth: Obstacles to
Expansi on’, New Community, vol. Xxi., nos. % Autum-Wnter, pp. 42-
54.

% Indeed, the frequency of these activities as recorded in the
survey may al so be expected to increase given sone of the

met hodol ogi cal probl ens encountered in the second stage of the
fieldwrk — see the nethodol ogi cal appendi x.




3.4.5 Creative Industries

The creative industries sector also formed a small but

i ncreasingly I mport ant part of et hni c mnority
entrepreneurship in Lanbeth and Southwark, w th around 5
per cent undertaking this activity. This is less than

the proportion of mainstream businesses involved in
creative industries in central London (10 per cent).
However, the relative newness of these activities in the
sanple suggest that it is becomng increasingly nore
popul ar. This may have been facilitated by a nunber of
support agencies in Lanbeth and Sout hwark which provide
help and support specifically for creative industry
entrepreneurs. The nove toward creative industries, it
could be argued, is inportant since the sector has
energed as one of the main growh areas in the London
econony over the last 10 years and is set to have above
average enpl oynment growth over the next ten.?®®

The incidence of <creative industry businesses varied
slightly according to ethnic group (Table 3.4). Ar ound
6-7 per cent of Black groups (British, Caribbean &
African) were involved in these activities conmpared to
| ess than 2 per cent of Asians. The apparent polarity of
take-up between Black groups and Asians may reflect
cultural factors. However, it also may reflect age and
qualification characteristics. That is, the Black groups
were generally younger and better qualified than Asians,
characteristics which appear nore suitable for a newy
devel oping know edge intensive industry. Creative
industry activities were nore |likely to be undertaken by
wonen (6.9 per cent) and in Southwark (6.2 per cent).
These activities had a slightly above average nean
turnover (£70,000) and about average enploynent per firm
(3.89 enpl oyees per firm.

%% FOCUS Central London (1998) Central London Econonic Assessment
FOCUS Central London, Novenber.




3.4.6 Manufacturing

As section 3.4 denonstrated, manufacturing in Lanmbeth and
Sout hwark (8 per cent) is slightly nore inportant than in
central London as a whole (4 per cent). The results for
ethnic mnority businesses in Lanbeth and Southwark
i ndicate that manufacturing is slightly Iess inportant (6
per cent). Manuf acturi ng was nost popul ar anongst the
Black British (14.3 per cent) and |east popular anongst
Bl ack Africans (2.8 per cent). It was al so nore popul ar
in Southwark (8.8 per cent), though there was little
difference between gender (c6 per cent). Manuf act uri ng
activities had a bel ow average nean turnover (< £50,000)
and the |owest average enploynment per firm (1.38

enpl oyees per firm.
3.5 Prem ses
3.5.1 Nunber of Sites

Analysis of the wuse of business premses by ethnic
mnority businesses in Lanbeth and Southwark is of
interest because it provides further information on the
devel opnent of the businesses. Previous research |ooking
at small business ownership in the London borough of
Sutton suggested that 87.5 per cent of business operated
from one site.®® Simlar results were produced by the
current survey. A vast mjority of businesses (86.5 per
cent) operated from one site. However, this proportion
is likely to be nmuch higher than for central London as
whol e, since the latter contains a greater proportion of
| arger businesses with nultiple sites. Multiple sites
were much nore comon for Asians (17.6 per cent), in the
retail sector (14.8 per cent) and in Southwark (17.9 per
cent).

3.5.2 Reasons For Locating In Lanbeth and Sout hwar k

The reasons why business owners |ocate their businesses
in particular geographical areas is of interest to policy
makers and academics alike.® In Lanbeth and Sout hwark

for exanple, the choice of location could be due to a
nunber of factors. Busi ness owners may w sh to devel op
their businesses in an area where they feel confortable
and famliar. Ohers my wsh to tap into the large

% gSmal | Business Research Centre (1994) Enterprise Support in
Sutton, Kingston Business School, Kingston Upon Thanes, Novenber.

°" see, for exanple, Curran, J and Bl ackburn, R A (1994) Small Firms
and Local Econom ¢ Networks, Paul Chapman, London.




| ocal demand for ethnic goods and services. For others,
both of these factors may cone into play.

Evi dence from the research suggested that the main reason
why business owners chose to locate in Lanbeth and
Sout hwark was because it was close to hone or
‘convenient’ (37.2 per cent).®® This response was nost
popul ar for Black Caribbeans (53.1 per cent), creative
(75 per <cent) and business and professional service
busi nesses (50 per cent). At first, this reason appears
conpl acent, but other notivations may cone into play.
Sone business owners may wish to work in an area close to
their communities:

“l1 wanted to set (locate) mny business where there are

a lot of ethnic mnorities like me and | was [also]
| ooking for cheap prenises” (consuner services, 6
enpl oyees).

Sone activities, especially those which are know edge
based are nore likely to be detached from their | ocal
markets,*® therefore, locating near to hone may be nore
i nportant. This may explain the inportance of this
notivation in creative industries and business and
pr of essi onal services.

Table 3.5
Nunber of Sites
Per cent

1 2 3 N=
Bl ack British 83.3 16.7 - 24
Bl ack Cari bbean 82.9 14. 6 2.4 41
Bl ack African 91.8 6.6 1.6 61
Asi an 82. 4 13.7 3.9 51
O her 92.9 7.1 - 14
Ret ai | 85.2 12.0 2.4 83
Consuner Service 88.9 8.9 2.2 45
Bus. and Prof. 85.2 11.1 3.7 27
Servs
Hosp. and Ents. 86. 7 13.3 - 15
Creative Ind. 88.9 11. 1 - 9
Manuf act uri ng 88.9 11.1 - 9

%8 The findings presented in the table were coded from open answers
provided in the main tel ephone interview research stage. A conmpn
response for why the business owner had | ocated the business in

Lanbet h and Sout hwark was ‘ conveni ence’. This was taken to nean
nearness to the respondents home rather than nearness to the market
place. It is possible, though perhaps unlikely, that this response

has been miscoded in a couple of incidences.

% Keeble, D, Bryson, J and Wod, P (1992) ‘The Rise of Small Service
Firms in the United Kingdom, International Small Busi ness Journal
Vol . 11, No. 1, pp. 11-22.




Lanbet h 90. 7 8.2 1.0 97

Sout hwar k 82.1 14.7 3.2 95

Tot al 86.5 11.5 2.1 100.0

N= 166 22 4 192
Source: Ethnic Mnority Businesses in Lanbeth and Southwark
Sur vey

However, nearly a third of businesses (37.5 per cent)
| ocated in Lanbeth and Southwark to be near the nmarket
(Table 3.6). This reason, as would be expected, was nost
popular in retail (37.5 per cent) and consuner services
(30.6 per cent). These are business activities which are
thought to have a relatively high reliance on | ocal
ethnic demand.® For other business owners the reasons
for locating in Lanmbeth and Sout hwark were nore conpl ex:

“...we thought it was inmportant for the [Dbusiness]

to be in the centre .... to build awareness where
a |large nunmber of [our custoners] were, so that’'s why
we picked Brixton. We could have gone [for other
areas] but because of the sort of [business] we are,
the [custoners] are very visual in Brixton, so [we
thought] it would be good for us to be equally visual
to gain awareness ... [and] ... to becone part of the

community” (creative industry, 50 enpl oyees).

This relatively large and successful business wanted to
| ocate in Brixton to develop a high visible profile, but
also to be situated at the heart of the ethnic conmunity.
However, since the research was conducted the business
decided to nove to prem ses outside the area because, it
was argued, suitably large properties were not avail able.
| ndeed, this response was nentioned by the respondent in
the interview before they initialised the nove:

“there aren't any good prenmises, particularly in
Lanbeth, of the size we are interested in” (creative
i ndustries, 50 enpl oyees).

Busi ness owners offered other reasons for locating in
Lanbeth and Sout hwar k. For exanple, 1 in 12 business
(8.3 per cent) had located in Lanbeth and Southwark
because it was a ‘good place’. A further 15 per cent
offered reasons such as the ‘first place found” or ‘no
reason’ . For these businesses specifically locating in
Lanmbet h and Sout hwark did not appear to be an issue.

6 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Smal
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thanes.




Reason For Locating Business in

Table 3.6

Current Position

Per cent
(]
(7] (&)

> > = © [

— - O c — o

& | I 2

=2 | x5 8% |we |& ©

° 5 ° 5 88 -3 =

£2 |&2 2 |zt |2 5 b
Bl ack British 31.8 31.8 13.6 9.1 9.1 4.5 22
Bl ack Cari bbean 53.1 18.8 6.3 6.3 6.3 9.4 32
Bl ack African 41.5 41.5 - 3.8 3.8 9.5 53
Asi an 20.9 27.9 14.0 7.0 16.3 | 13.9 | 43
O her 38.5 23.1 7.7 7.7 15. 4 7.7 13
Ret ai | 34.7 37.5 6.9 4.2 7 7.0 72
Consuner Service | 27.8 30.6 13.9 5.6 11.1 | 11.2 | 36
Bus. and Prof. 50.0 27.3 4.5 9.1 9.0 22
Servs
Hosp. and Ents. 23.1 23.1 7.7 7.7 15.4 | 23.1 | 13
Creative |nd. 75.0 12.5 - 12.5 - - 8
Manuf act uri ng 50.0 12.5 - 12.5 | 12.5|12.5 | 8
Bor ough
Lanbet h 33.7 24.2 9.5 9.5 12.6 | 10.5 | 95
Sout hwar k 42.0 39.1 4.3 1.4 4.3 8.9 69
Tot al 37.2 30.5 7.3 6.1 9.1 9.8 10

0
N= 61 50 12 10 15 16 16
4

Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark

Sur vey




3.5.3. Plans To Mve

One concern for business owners and support agencies
operating in the local area is the availability,
suitability and cost of |ocal prem ses. For exanple, the
|ack of suitable prem ses may constrain |ocal business
gromh potential, either because prem ses are |ocated in
the wong area for custoners or because they are not of
the right size. Wth this in mnd the business owners
were asked whether they had any current plans to nove
prem ses (Table 3.7). Just over one in ten firnms (11.8
per cent) suggested they had plans to nove. This is a
simlar proportion to that reported in a recent survey of
busi ness owners across London. ®?

Table 3.7
Pl ans To Move Prem ses
Pl ans To Move To Anot her Borough
Per cent
Pl ans To Move? To Anot her Borough?
No Yes DK N= No Yes DK N=
Bl ack British 83. 8.3 | 8.3 24 50. 0 50. 2
3 0 0
Bl ack Cari bbean | 80. 12. 7.5 40 40. 40. 20. 5
0 5 0 0 0
Bl ack African 82. 12. 4.8 62 87. - 12. 8
3 9 5 5
Asi an 84. 11. 3.8 53 66. 16. 16. 6
9 3 7 7 7
O her 93. 6.7 - 15 - - 100 1
3 .0
Ret ai | 85. 8.2 | 5.9 85 57. 28. 14, 7
9 1 6 3
Consuner 88. 11. - 45 60. - 40. 5
Service 9 1 0 0
Bus. and Prof. 74. 18. 7.4 27 80. - 20. 5
Servs 1 5 0 0
Hosp. and Ents. 66. 26. 6.7 15 75. 25. - 4
7 7 0 0
Creative Ind. 77. 11. 11. 9 - 100 - 1
8 1 1 .0
Manuf act uri ng 88. - 11. 9 - - 100 1
9 1 0
Lanbet h 81. 13. 5.1 98 61. 7.7 | 30. 13
6 3 5 8
Sout hwar k 84. 10. 5.2 97 70. 20. 10. 10
5 3 0 0 0
No empl oyees 79. 16. 4.2 48 50. 25. 25. 8
2 7 0 0 0

61 DTZ Pieda (1998) Enployer Survey 1998, FOCUS Central London,
London.




1-4 85. 10. 4.7 107 72. 9.1 18. 11
enpl oyees 0 3 7 2
5-9 enpl oyees 85. 7.4 | 7.4 27 100 - - 2
2 .0
10+ enpl oyees 76. 15. 7.7 13 50. - 50. 2
9 4 0 0
Tot al 83. 11. 5.1 | 100 | 65. 13. 21. 100
1 8 2 0 7
N= 162 23 10 195 15 3 5 23
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwar k
Sur vey

Plans to nove were nost popular anongst firnms in the
hospitality and entertai nnent sector (26.7 per cent) and
busi ness and professional services (18.5 per cent), for
busi nesses wth no enployees (16.7 per cent) and
busi nesses with 10 or nore enployees (15.4 per cent).
Plans to nove premses were slightly nore frequent in
Lanmbeth (13.3 per cent) than Southwark (10.3 per cent).
The business owners offered a nunber of reasons for

nmoving  prem ses. The  nost popul ar response (6
respondents) was to ‘expand’, ‘to get bigger offices or
‘to get nore suitable offices’. Sonme respondents (5)

thought that rents and rates were too high |I|ocally.
QO hers argued that there were problens attracting
custonmers either because of parking, strong |oca
conpetition or restricted working hours.

Busi ness owners who planned to nove prenises were al so asked if they
woul d move out of their current borough. Nearly two thirds (65.2 per
cent) suggested that they would stay in their current borough and
only 13 per cent (3 firms) said they would nove, with the bal ance
undecided. Interestingly of those business who said they woul d nove,
nost were small with either none or 1-4 enployees. O her evidence,
fromthe focus groups, suggested that busi nesses were generally
unhappy about the regulatory conditions in their own boroughs -
parking, rempte | ocal authority decision naking and high rates, for
exanple — and often cited the other as nuch nore desirable to own a
business in. |In other words, business owners in Southwark woul d
often cite Lanbeth as the perfect place to own a business and vice
versa. This highlights the problemlocal authorities have in
devel opi ng rel ationships with | ocal businesses.

3.6 Sunmary

Part three has considered the age, size and sector
characteristics of ethnic mnority businesses in Lanbeth
and Sout hwark, as well as their use and attitudes towards
busi ness prem ses.

The research suggests that ethnic mnority businesses are
significantly younger than businesses in the nmainstream
popul ati on. For exanple, whereas 60 per cent of ethnic
mnority businesses had been operating for |onger than 3



years, 98 per cent of nainstream businesses in central
London had been operating for the sane period. Black
Africans and wonen owned particularly new businesses as
did owers in the creative industries, hospitality and
entertai nnment, and in Southwark. Asians and retailers
owned the ol dest businesses. The energence of creative
industries may nean that the ethnic mnorities are
starting to enter activities which are expected to
performwell in the future.

The businesses were very snmall as neasured by enployee
nunbers. For exanple, the average enploynent for the
ethnic mnority businesses was 3.77 enployees per firm
conpared to 5.68 or 15.38 enployees per firmin the UK
dependi ng upon the definition used. Furt hernore, around
half the firms had between 1 and 4 enployees, and |ess
than 1 in 10 had 10 or nore enployees, such that they
could neet Business Link criteria for assistance. The
Black British and wonen owned the largest firnms, which
al so t ended to be | ocat ed I n hospitality and
entertai nment, business and professional services and in
Lanbet h. Asians and retail enployers had the snallest
firms on average.

The businesses were also very snmall as neasured by
t ur nover. Whereas the average turnover of the ethnic
mnority businesses was £69,000, the equivalent figure
for UK firms was just under £500,000, though the latter
figure is probably distorted by the inclusion of the UK s
top firnmns. However, conpared to findings from research
on other small firms, the businesses’ turnover was stil

conparatively small. For exanple, in a 1994 survey of
busi nesses i n another London borough, just over a quarter
had a turnover below £100, 000. In the current survey,
just over a half had a turnover of below £100, 000.
Asians and business and professional service business

owners had the highest |evels of turnover. The forners
success was attributed to their owning the ol dest
busi nesses. Black African and hospitality and

entertai nnent business owners had the |owest turnover.
There was little difference between genders or boroughs.

Anot her neasure of size is the use of business prem ses.
The research suggested that ethnic mnority businesses
were much nore likely to operate froma single site than
mai nstream busi nesses in London, but that the proportion
was simlar to a study on small firnms in another London
borough, around 85 per cent. Multiple sites were nore
common in Retail and for Asian business owners.



The research also sought to look at the activities
undertaken by ethnic mnority business owners in Lanbeth

and Sout hwar k. Retail was by far the nost popular
activity. It accounted for two fifths of all businesses
and was particularly inportant to Asians, with nearly two
thirds of this group involved in the area. Consuner
services was the next nost popular activity accounting
for nearly a quarter of busi nesses. This was
particularly popular wth Black Caribbean and Bl ack
African business owners. The frequency of both these

activities was attributed to the satisfaction of denmand
for goods and services from the local resident ethnic
community (also see Part 5). Concerns were also raised
about the ability of business owners in these sectors to
move out of these narkets.

The research also noted the presence of a nunber of other
activities which are expected to grow over the next ten
years. The ethnic mnority business owners appeared to
becom ng I ncreasingly i nvol ved in busi ness and
prof essional services (15 per cent of total businesses),
hospitality and entertainment (8 per «cent) and the
creative industries (5 per cent). As noted above, these
were the newest activities in the sanple and were al so an
i nportant source of enploynent and/or turnover conpared

to the sanple as whole. Particular ethnic groups were
nore likely to beconme involved in these activities. For
exanple, Black Caribbeans were nost Ilikely to own
busi ness and pr of essi onal service firns; Asi ans,
hospitality and entertainnment businesses; and Black
Afri cans, creative businesses. This my reflect

specialisnms within these ethnic groups, such as cooking
in Asian groups and nusic in African and Caribbean
groups, which now appeal to nmainstream tastes. The high
nunber of Black Caribbeans in business and professional
services my also reflect their high levels of
qualifications.



Part Four: Custoners and Markets

4.1 | ntroduction

Understanding ethnic mnority businesses’ custonmers and
mar kets provi des another inportant nethod of |ooking at

their growh potential. Et hnic businesses are often
characteri sed as depending on |ocalised ethnically based
markets, which in turn are characterised as limted in
their size and affluence. To a large extent policy

makers and the literature have concentrated on the extent
to which ethnic mnority businesses can °‘break-out’ of
these nmarkets into larger non-localised mainstream

mar ket s. For sone commentators this has sinply neant
i ncreasing the anount of sales, for exanple, that go to
mai nstream custoners. However, notions of °‘break-out’,

it has been argued, should also be acconpanied by
concrete growh plans (see Part 5).°%2 The busi nesses’
markets were analysed according to the geographical
| ocation of the custoner (local, national, export etc),
the ethnicity of the custoner, and type of custoner
(i ndividual s, businesses etc).

4.2 The Geographical Location of Custoners

Recent research on central London businesses suggested
that around 40 per cent of their custoners were ‘I ocal
(within 3 mles of the establishnent), 26 per cent in the
rest of London, 20 per cent in the rest of the UK and 10
per cent export.® Research on businesses in the London
borough of Sutton suggested that 55 per cent were |oca
(wthin the borough), 12.5 per cent within Geater London
and 12.5 per cent in the UK ® Results from the current
research suggest that ethnic mnority businesses in
Lanbeth and Sout hwark have a nuch higher dependence on
| ocal markets and |ess enphasis on UK and export markets
(Table 4.1). Mor eover, the research suggests that over
two thirds (69 per cent) of custoners were local (wthin
the borough), with a quarter comng from Geater London
4 per cent fromthe UK and 2 per cent export.

62 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thames.

6 DTZ Pieda (1998) Enployer Survey 1998, FOCUS Central London,
London.

64 Smal | Business Research Centre (1994) Enterprise Support in
Sutton, Kingston Business School, Kingston Upon Thanmes, Novenber.




The geographi cal | ocation of custoners varied wth

busi ness activity (Table 4.1). As expected, particular
sectors — hospitality and entertainment (81 per cent),
retail (79 per cent) and consuner services (68 per cent)
— were nuch nore reliant on |ocal custoners. Al so as
expected the know edge based activities - business and
pr of essi onal services (49 per cent) and creative
industries (62 per cent) — were less reliant on |ocal
cust oners. I ndeed, these sectors were nuch nore |ikely
to have custoners in Geater London (business and
prof essional services — 40 per cent) and in the WK

(creative industries — 14 per cent).

The geographical location of custoners also varied wth
firm size (Table 4.1). Again, as would be expected,
smaller firmse (with 1-9 enployees) (71 per cent) were
slightly nore reliant on | ocal custoners, that the |arger
firms (10 or nor e enpl oyees) (63 per cent).
Correspondingly the larger firms were nore likely to have
custoners in Geater London (29 per cent) and the UK (6
per cent). However, interestingly there was little
di fference between exporting and firns size. Busi nesses
in Southwark were slightly nore likely to rely on |ocal
custonmers (71 per cent), than in Lanbeth (68 per cent).
Asians were the nost reliant on local markets (81 per
cent) and Black African the least likely (64 per cent).

Bl ack Cari bbeans were nost likely to have UK and export
cust oners.
Table 4.1
Geogr aphi cal Location of Custoners
Per cent
Bor ough G eater UK Export N=
London

Ret ai | 79 16 3 2 63
Consumer 68 29 2 1 36
Servi ce
Bus. and 49 40 9 2 26
Prof. Servs
Hosp. and 81 18 1 - 14
Ent s.
Creative |nd. 62 24 14 - 8
Manuf act uri ng 63 31 4 2 8
No enpl oyees 72 21 5 2 32

1-9 71 24 4 2 84

enpl oyees

10+ enpl oyees 63 29 6 2 30
Lanbet h 68 27 3 2 71
Sout hwar k 71 22 5 2 88




Bl ack 69 28 2 1 21
British
Bl ack 66 24 7 3 35
Cari bbean
Bl ack 64 29 5 2 55
African
Asi an 81 16 2 1 37
O her 76 23 1 0 10
Tot al 69 25 4 2 159

Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark Survey

Data from the focus groups offers sonme interesting
insight into the geographical |ocation of custoners
wthin a relatively small |ocal area. One of the
respondents, an owner of a retail/hospitality business,
suggested that particular streets in the Brixton area
were nmuch nore conducive to gaining custonmers than
ot hers. This was related, not to the frequency wth
whi ch custoners passed the prem ses, but rather to the
characteristics of the custoners who passed or resided
cl ose Dby. Moreover, at his first business prem ses
potential custoners were described as “99 per cent Bl ack,
peri od, | ocal, har dcore”. The business was then
rel ocated to another street where the custoner base was
described as “80 per cent Black wonen”. The busi ness
then nmoved to another street, slightly nore central in
Bri xton, and the custoner base was described as “80 per
cent European”.

The respondent was <clearly nuch happier about the
business’s latest location in that it was perceived that
there was now greater access to higher value nmarkets.
Yet it was also noted that in the last relocation the
busi ness had only noved two streets. Another respondent
agreed, pointing out that sone of the nore accessible
parts of Brixton were thought to be turning in to the
‘new West End’, as the place becane nore popular as a

tourist attraction. This exanple shows that it is far
too sinple to characterise local markets in a uniform
manner . Even within the confines of a relatively small

geogr aphi cal area the value of the potential market place
could vary enornously for particular types of activities.

4.3 The Ethnic Conposition of Custoners

Previous research on ethnic mnority businesses has
considered the ethnic conposition of custoners. One
survey suggested that for two thirds (62.1 per cent) of
ethnic businesses, less than half their custonmers were



fromtheir own ethnic group.® Results from the current
research suggest that ethnic mnority businesses in
Lanbeth and Southwark were nore reliant on ethnic

mnority custoners. About half of the businesses (52.2
per cent) had less than half of their custoners from
their own ethnic group (Table 4.2). Per haps nore

telling is the use of nmean scores. This suggests that in
total, a half of the businesses’ custoners were fromthe
sane et hni ¢ background as the respondents (Table 4.2).

Table 4.2
The Et hnic Conposition of Custoners
Per cent
1-25 26- 50 51-75 76-100 Mean N=
Ret ai | 26.9 25.4 22.4 25.4 51 67
Consuner 13.2 31.6 23.7 31.6 57 38
Service
Bus. and Prof. 41.7 16. 7 16. 7 25.0 47 24
Servs
Hosp. and Ents. 41.7 16. 7 25.0 16. 7 39 12
Creative Ind. 37.5 25.0 12.5 25.0 46 8
Manuf act uri ng 30.0 10.0 40.0 20.0 48 10
No emnpl oyees 27.6 31.0 17.2 24.1 49 29
1-4 26.1 25.0 23.9 25.0 51 92
enpl oyees
5-9 enpl oyees 22.2 22.2 22.2 33.3 55 27
10+ enpl oyees 40.0 20.0 26.7 13.3 55 15
Lanbet h 33.3 30.7 21.3 14. 7 44 75
Sout hwar k 21.6 20.5 23.9 34.1 56 88
Bl ack 13.0 30.4 30.4 26.1 58 23
British
Bl ack 25.6 17.9 23.1 33.3 56 39
Car i bbean
Bl ack 8.3 26.7 31.7 33.3 62 60
African
Asi an 67.6 26.5 - 5.9 22 34
O her 33.3 33.3 33.3 - 39 6
Tot al 27.0 25.2 22.7 25.2 50 100
N= 44 41 37 41 163 163

Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwark Survey

The ethnic conposition of business custoners varied according to

busi ness activity (Table 4.2). The sectors which were nost reliant
on customers fromtheir same ethnic group were customer services
(mean 57 per cent), retail (nean 51 per cent) and manufacturing (nean
48 per cent). These findings relate back to coments nade in Section
3.4. The rationale for establishing retail, consuner service and

6 curran, J and Blackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Smal
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thanes.




manufacturing activities in the first place may have been strongly
driven by a desire to neet demands fromthe ethnic mnorities in the
| ocal area. Though this undoubtedly applies to alnmpst all the
activities studied, it becones particularly apparent in these
sectors. The follow ng comments highlight the inportance of ethnic
mnority custonmers in consumer services:

“...the ethnic mnority market is very huge” (Black African
consumer service, 6 enployees).

However, there was evidence that this was changing for sone
busi nesses. For exanple, the following comments were provi ded by an
owner in nmanufacturing

“At the beginning 100 per cent [of our products] were

sold to ethnic minorities. It [the ampunt of trade
com ng from outside the business owners ethnic group]
has gradually been increasing” (Black British,

manuf acturing, 13 enpl oyees).

The respondent owned a Cari bbean food bakery and noted how mai nstream
tastes now favoured ethnic foods. However, he also noted that growth
was constrained by a reluctance on the part of supermarkets to take
on Caribbean foods to the sane extent they have adopted, for exanple,
I ndi an f ood.

O her sectors — hospitality and entertai nnent (mean 39 per cent),
creative industries (nmean 46 per cent) and business and professiona
services (nmean 47 per cent) — appeared slightly less reliant on
customers fromtheir own ethnic background. For exanple, businesses
in hospitality and entertai nnent did not appear to have probl ens
attracting nmai nstream custoners, and in a nunber of instances the
ethnicity of the business was the selling point:

“Everybody needs to eat whether you are black or bl ue,
Cari bbean or orange. | f you like food, then you
cone. If you have the noney then we sell you.
[ However], we have nore Caribbean, nore black people
they like their spicy foods, hot chillies!” (Asian,
hospitality and entertainnent, 5 enpl oyees).

“[There is a] growing demand in Brixton. There was a
beauty, there was a | ot peopl e who appreci ate good
quality nusic, art, a lot of artists, good food,
peopl e want to express thenselves, that’s what Brixton
is all about” (Asian, hospitality and entertai nment,
26 enpl oyees).

A nunber of business owners in creative industries and
busi ness and professional services expressed the opinion
that serving ethnic markets alone was insufficient to
expand their businesses. Moreover, there was a genera
desire to enter mminstream markets but also an awareness
of the many problens invol ved:

“l don't care where they (custoners) cone fromas |ong
as they can pay. [They] could be black, white, pink,
green or yellow You couldn’t just target your own
ethnic group because it's too small a proportion of



people, you wouldn’t survive ... W haven't got any
bl ack busi nesses comissioning work from us because
we’'re not delivering products that are really rel evant
to their needs. They haven't got [the] npbney to spend
on training. Qur training is minly for |large
organi sati ons. [ They] buy our services, [they have]
got training budgets, for exanple” (Black Caribbean,
pr of essi onal services, 7 enpl oyees).

“Wth this business a lot of people think “Ch you're

a black man, you're in business”, so a lot people
actually think that the only business that | want do
is with black businesses ... | just try and get
clients. I nean clients are clients, | amnot really
bot her ed. I would be quite happy if all my clients
were Asian or all my clients were Chinese or
Ni gerians. As long as | was nmaeking a good living, and
they pay their bills, | am not bothered” (Bl ack

African, professional services, 8 enpl oyees).

“I think what we did was we built up our credibility
in terns of being able to produce quality work. W' ve
proven ourselves, it’s been much easier for mainstream
advertisers to accept us based on the quality of our
work because it speaks for itself” (Black Caribbean,
prof essi onal services, 13 enpl oyees).

A major thene to energe fromthese transcripts was the issue of
perception. The second busi ness owner comented that because he
owned a bl ack business then custoners nay assune that it was there
mainly to serve other black customers. The third business owner
suggested that gaining credibility was an essential way of accessing
mai nstream markets and that this was a difficult process for ethnic
m nority businesses. One of the support providers picked up on a
simlar point (see section 4.3.2). That is, there was a genera
(perhaps racist) perception that ethnic minority businesses are

i ncapabl e of performing work to the same standard as mai nstream
busi nesses. The above appears to suggest that there is a good dea
of work to be done inproving the perception of ethnic mnority

busi nesses through i nproved narketing etc, however, there may al so
need to be a radical shift in the buying strategi es of mminstream
busi nesses if ethnic mnority businesses are to gain work.

4.4 Custoner ‘Types’

Further insight is provided by |ooking at the different types of
custonmers served by ethnic mnority businesses in Lanbeth and

Sout hwar k. The results suggest that around four fifths (80.5 per
cent) of the businesses’ custoners were private individuals, 6.5 per
cent ot her businesses, 1 per cent public sector and 11.6 per cent a
m xture between the three. The heavy reliance on private individua
custonmers is not an encouraging sign for those wishing to see the
busi nesses grow. Private individuals by their nature are | ower val ue
and | ower quantity buyers when conpared with businesses and the
public sector. However, it is likely that the businesses, if only
because of their smaller than average size, will experience problens
novi ng beyond private individual customers. Research suggests that

| ar ge busi nesses are often reluctant to work with smaller firns



because they believe that the latter often do not have the capability
to do the work. S

I ndeed, the research provides further evidence of the
i nportance of size when doing work for other businesses
and the private sector (Table 4.3). Firmse with 1-4
enpl oyees were nore likely to rely on private individuals
solely (85.4 per <cent), than those with 10 or nore
enpl oyees (61.9 per cent). Furthernore, only 2 per cent
of firmse with 1-4 enpl oyees had busi ness or public sector
custoners solely, conmpared to 19 per cent of firnms wth

10 or nore enployees. Sector also appears to be
i nportant (Table 3.7). Firms in creative industries (90
per cent), hospitality and entertainnment (87.5 per cent)
and retail (87.2 per cent) were nmuch nore reliant on
private individuals, than firms in business and
prof essi onal services (48.3 per cent). Asi ans had the

hi ghest reliance on private individuals (87.4 per cent)
and Black Caribbeans had the lowest (69.2 per cent).
There was little difference between the boroughs.

Table 4.3
Cust oner ‘ Types’
Per cent
Priva | Busi nes | Publi M x N=
te ses c
Ret ai | 87.2 2.4 1.2 8.2 86
Consuner 82.9 2.4 - 14. 6 41
Servi ce
Bus. and Prof. 48. 3 27.6 3.4 20.7 29
Servs
Hosp. and Ents. 87.5 - - 12.5 16
Creative Ind. 90.0 - - 10.0 10
Manuf act uri ng 75.0 16.6 - 8.3 10
No enpl oyees 85.4 2.0 - 12.5 48
1-4 86.0 5.0 - 9.0 100
enpl oyees
5-9 enpl oyees 67.7 12.9 3.2 16.1 31
10+ enpl oyees 61.9 14.1 4.8 14. 3 21
Lanbet h 80.2 5.2 1.7 12.9 | 116
Sout hwar k 81.0 8.4 - 9.5 84
Bl ack 84.6 7.6 - 7.7 26
British
Bl ack 69. 2 12.9 2.6 15.4 39
Car i bbean
Bl ack 75. 4 7.7 - 15. 4 64
African
Asi an 87.4 1.9 - 9.3 54

6 curran, J and Blackburn, R A (1994) Small Firms and Local Economi c
Net wor ks, Paul Chapnman, London




O her 100.0 - - - 15

Tot al 80.5 6.5 1.0 11.6 | 100
N= 161 13 2 23 200
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark
Sur vey
4.5 Sunmary
Part four has considered the ethnic mnority businesses’ custoners
and markets. In particular it has |ooked at the geographica
| ocation of the custoners, their ethnicity and ‘type’ i.e. whether

they are individuals, businesses or the public sector

The research suggests that over two thirds of the businesses’
custonmers were local (fromw thin the borough) and that this is much
hi gher than ot her research on London busi nesses. However, a quarter
of the businesses’ custoner were located in Greater London, though
much [ ess were in the UK and overseas (about 6 per cent in total).
The geographi cal |ocation of custoners varied with sector. Firns in
hospitality and consumer services were highly reliant on |oca
customers and firns in business and professional services and the
creative industries were less reliant. This fits with what is known
about these kinds of activities. That is, know edge based industries
tend to be |l ess connected to their |ocal econonies. Also, as
expected, smaller firms were nore likely to have | ocal customers and
larger firms were nmore likely to have custoners outside the |oca

ar ea.

The busi nesses were also nore reliant on custoners fromtheir own

et hni ¢ background conpared with ethnic nminority businesses in other
surveys. The results suggest that around 50 per cent of the
custoners were fromthe sane et hnic background as the owner manager
Firms in custonmer services, retail and nanufacturing were
particularly reliant on ethnic custoners probably because they were
established to serve ethnic markets. However, there was evidence

t hat the dependence on these customers was declining as the products
began to appeal to mminstreamtastes. For exanple, one business
owner noted that Caribbean baked foods were becomi ng nore popular in
the mainstream However, he also noted that expansion was
constrained by a lack on interests fromthe supernarkets who appeared
nore interested in Indian foods.

Busi nesses in the creative industries and busi ness and prof essi ona
services were less reliant on ethnic minority custoners and evi dence
fromthe face-to-face interviews suggested that they were keen to
nove into mai nstream markets. However, a major problemfor these
busi nesses was convi nci ng mai nstream custoners that they were capable
of doing the work to the standards required. This is an issue of
perception which needs to be addressed, not only by the businesses,
but al so policy nakers.

The busi nesses al so appeared highly reliant on individual customners,
rat her than ot her businesses or the public sector. As expected
smaller firms were the nost reliant on individuals as were businesses
in the creative industries, hospitality and entertai nment and retail
Asians al so had a high reliance on individuals. These findings are
not encouragi ng since individuals do not tend to provide the kind of
hi gh value, long termwork that is inportant to business growth.
However, larger firns and business in business and prof essiona



services were nmuch nore likely to have ot her business and public
sector custoners.

In summary, the businesses tended to serve |ocal markets, had a high
dependence on individuals, and on their own ethnic backgrounds. The
hi gh dependence on | ocal and individual nmarkets does not bode well
for growh, though anecdotal evidence shows that an increase in
tourismin the area may provide hi gher val ue custoners. There was
wi despread agreenent with the notion that ‘nmoney knows no col our’,

t hat the busi nesses owners woul d accept customers from any ethnic
background. However, it appeared as if sone activities were nore
able to appeal to the nmainstreamtastes than others. Despite this
there still appeared to be problenms getting work fromthe mainstream



Part Five: G owth

5.1 Introduction

Business growh is regarded as a highly inportant facet
of economc developnent in the UK Small firms, in
particular, are seen as central to enploynent and wealth
creation.® Since ethnic minority businesses account for
an increasing proportion of the business population, and
especially the small firm population, it is of interest
to governnent and policy nmakers that these firns grow and
succeed. Part Five considers the plans the business
owners have made for growth, their expectations about
gromh over the next year, and the nmain constraints on
grom h they have experienced. The section also takes a
brief ook at the role and use of business planning in
t he busi nesses.

5.2 Gowh Plans and Expectations
5.2.1 Gowh Plans

Previous research on ethnic mnority businesses suggests
that notions of ‘breakout’ should, not only, consider the
geographic, ethnic and custoner ‘type distribution of
the businesses’ nmarkets (see Part Four), but also their
plans for growh.®® Moreover, it is argued that
opportunities for *breakout’ become nore realistic if
they are acconpanied by a strong notivation towards
gromh on the part of the business owner. The use of a
grom h plan (which may or may not be incorporated into a
formal business plan) may be seen as a proxy for this
noti vati on.

The business owners were asked if they had devel oped any
plans for growth (Table 5.1).% The findings suggested
that just under two thirds of the businesses (62.2 per
cent) had devel oped plans, conpared to under one fifth

67 DTl (1998) CQur Conpetitive Future: Building the Know edge Driven
Econony, DTI, London.

% curran, J and Bl ackburn, R (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Tharnes.

8 Unfortunately, the research did not ask whether the respondents
had devel oped any witten plan for growh. However, those business
owners who ‘had plans to grow were nore likely (67 per cent) to have
a witten business plan than those who had ‘no plans to grow (43 per
cent). It might, therefore, be assuned that the growth plans were

i ncluded in the business plan giving the latter a nmore formal and
concrete di nension.




who had no plans (19.7 per <cent), wth the balance
undeci ded. This figure appears higher than that reported
in other research on small businesses. I ndeed, contrary
to the often depicted imge of dynamc growh orientated
smal | busi ness owners/entrepreneurs, it is argued that
many business owners do not want to grow because they
want to retain control of their businesses. That 1is,
they are reluctant to delegate responsibility for
i nportant decisions to others or access external sources
of finance because they wll |ose sole ownership of the
busi ness. © One expl anation for the apparently high |evel
of growh plans anongst business owners in the current
research is that they are starting from such a | ow base

for exanple, in terns of enploynent, that ‘growth’ may
not inply any of +the problens noted above for the
foreseeabl e future, at |east.

Table 5.1
Pl ans for Further Devel opnmrent and G owh
Expect ati ons
Per cent

Pl ans For Further Do You Expect Growh

Devel oprent ? Over The Next Year?

No Yes DK | N= No Yes DK N=

Bl ack 13.0(73.9| 13 | 23 |11.1|70.4|18.5| 27
British .0

Bl ack 12.2 {68.3 | 19 41 2.2 |71.1|26.7 47
Cari bbean .5

Bl ack 6.9 [79.3| 13 | 58 - 75.0 | 25.0| 64
African .8

Asi an 32.0|42.0| 26 | 50 |17.0|31.9 |51.1| 47
.0

O her 60.0 | 26.7 | 13 15 | 28.6 | 25.7 | 35.7 14
.3

Ret ai | 21.4 |58.3| 20 84 |(11.4|46.8|41.8 79
.2

Consuner Service |14.6 [65.9| 19 | 41 | 4.5 |65.9|29.5| 44
.5

Bus. and Prof. 14.8 |66.7 | 18 | 27 | 6.5 [83.9| 9.7 31
Servs .5

Hosp. and Ents. 23.1]61.5| 15 | 13 - 66.7 | 33.3 | 15
.4

Creative Ind. - 88.9 | 11 9 - 72.7 | 27.3 11
.1

Manuf act uri ng 44.4 | 44.4 | 11 8 |16.7(58.3|25.0| 12
.1

No empl oyees 25.5 |51.1| 23 | 47 | 9.5 | 33.3|57.1| 42
.4

1-4 19.0(66.0| 15 | 10 | 6.8 | 65.0|28.2 | 103

enpl oyees .0 0
5-9 enpl oyees 14.8 170.0| 14 | 27 | 8.8 | 70.6 | 20.6 34

" stanworth, J and Gray, C (1991) Bolton 20 Years On: The Small Firm
in the 1990s, Paul Chapnan, London.




10+ enpl oyees 14.3 |57.1| 28 | 14 |10.5|78.9 | 10.5 19
.6
Lanbet h 16.8 |63.2 | 20 | 95 |10.4 |51.9|37.7| 106
.0
Southwark |22.6 (61.3| 16 | 93 | 5.4 |[70.7 |23.9| 92
.1
Tot al 19.7)162.2| 18 | 10 | 8.1 | 60.6 | 31.3 | 100
.1 0
N= 37 117 | 34 | 18 16 120 62 198

8
Source: Ethnic Mnority Business in Lanbeth and Sout hwark Survey.

The busi ness owners’ plans for growh varied according to

ethnic group (Table 5.1). Plans for growth were nost
popul ar anongst Black Africans (79.3 per cent) and | east
popul ar anongst Asian (42.0 per cent). One possible

explanation for this relates to the relative age of their
busi nesses (see Part Two). Black Africans had the newest
busi nesses and pl anni ng was possibly an inportant control
mechanism in the early stages of their devel opnent.
Asi ans, on the other hand, had the ol dest businesses and
pl anning nmay be seen as l|less inportant as the business
owners use their experience. Evi dence from previous
research suggests that many Asians use their businesses
as a neans of generating incone to support their

children’s education.’ Once the children have gone
t hrough education it is expected that the business wll
be sold or folded. In other words, the business is a

nmeans to an end and growth may provide an unnecessary
problemin achieving this end. This factor may have cone
into play in the current research though it was never
explicitly stated.

The busi ness owners’ plans for growh also varied according to
econom ¢ sector (Table 5.1). Businesses in the creative industries
were nost likely to have devel oped grow h plans (88.9 per cent) and
busi nesses in retail (58.3 per cent) and manufacturing (44.4 per
cent) least likely. These findings may reflect current or future
econom ¢ conditions in the markets in which they operate. As was
suggested in Part Four, the creative industries are expected to grow
significantly over the next ten years, whereas retail and

manuf acturing are expected to decline.’® In other words, business
owners in creative industries my be nore likely to make plans for
growmh in anticipation of growh in the markets they serve. The age
effect noted in the previous paragraph may al so be at work. The
creative industries were nuch younger, on average, than retail and
manuf act uri ng busi nesses. Again, planning may be nore inportant in
younger firnms to guide the devel opnent of the business.

* Metcalf, H Mddood, T and Virdee, S (1997) Asian Self Enploynent,
Policy Studies Institute, London

2 FOCUS Central London (1998) Central London Economic Assessnment ,
FOCUS Central London, Novenber.




Plans for further growmh also varied according to the size of the
busi nesses (Table 5.1). Around a half of businesses with no

enpl oyees (51.1 per cent), had plans for growh, conpared with seven
out of ten business with 5-9 enployees (70 per cent). |ndeed, plans
for growmh were positively related to firmsize up to firnms with 10
or nore enployees. However, the relatively low |level (57.1 per cent)
of growth planning in firns with 10 or nore enpl oyees nmay be
under st andabl e. Busi nesses of this size, it could be argued, may be
entering a period where the business owner is forced to del egate nore
and nore responsibility.” It is also a tinme when external finance
beconmes a greater driver in the devel opnent of the business. This is
one of the basic rationales of Business Link intervention in

busi nesses with 10 or nore enpl oyees. These busi nesses, therefore,
may be uncertain whether they want to grow further. This is
reflected in the high level of ‘don’t knows’ in this size category.
Access to further finance may al so be an issue for these businesses,
as Section 5.3 and Part 6 illustrate.

5.2.2 G owm h Expectations

The di scussion of growh expectations nust always be seen
against the prevailing economc conditions both locally
and nationally. Sout hwark (11.1 per cent) and Lanbeth
(8.9 per cent) have the third and fourth highest rates of
unenpl oynent in the FOCUS area.’ The Department of
Environnment, Transport and Regions (DETR) 1998 | ndex of
Local Deprivation suggests that Southwark and Lanbeth are
the eighth and twelth nost deprived boroughs in England
(second and fourth in the FOCUS area).’”™ It can be seen
therefore that | ocal economc conditions are not
particularly conducive to business growh when conpared
to other boroughs in London and in the UK, especially
since the businesses have been shown to concentrate on
| ocal markets to such a high degree (see Part Four).
Nationally, there has also been a slow down in economc
conditions. Though London is still thought to be grow ng
slightly, "® nost economic forecasters predict around 1 per
cent growth in 1999, and perhaps even recession.’’ Again,
t hese conditions are not favourable to growth anopngst the
busi nesses. However, when the questions were asked (Muy
to July 1998), the London econony was still thought to be
rel atively buoyant conpared to current conditions.

” North, J, Blackburn, R A and Curran, J (1998) The Quality

Busi ness, Routl edge, London

% ONS (1998) d ai mant Count Rate, Septenber.

> See FOCUS Central London (1998) Central London Economi ¢ Assessnent
, FOCUS Central London, Novemnber.

7 FOCUS Central London (1999) Central London Enpl oynent Survey,
FOCUS Central London, February.

" See FOCUS Central London (1998) Central London Economic Assessnent
, FOCUS Central London, Novemnber.




Around three out five respondents (60.6 per cent),
t hought their businesses would grow in the next twelve
nonths, one in twelve (8.1 per cent) thought their
busi nesses would not grow, wth the balance undecided
(Table 5.1). In other words, a large mgjority of the
busi nesses owners thought that their business would grow
in the next twelve nonths. However, this proportion may
be expected to have fallen with the recent downturn.
| ndeed, evidence fromthe focus groups (conducted in late
Novenmber 1998) suggested that the respondents were
becom ng nore conscious of the inpact of the downturn on

their growh plans. Despite this the research still
provi des sone i nteresting i nformation on growt h
expectations against a range of characteristics. For

exanple, firns in the business and professional services
(83.9 per cent) and creative industries sectors (72.7)
appeared particularly confident of growh, whereas retai
busi nesses appeared less confident (46.8 per cent).
Furthernore, there appeared to be a positive relationship
between firm size and expectations about business grow h.
Around a third of firns (33.3 per cent) wth no enpl oyees
expected growh in the next year conpared to nearly four
out of five firnmse with 10 or nore enployees (78.9 per
cent). Interestingly, businesses in Southwark (70.7 per
cent) had nuch higher growh expectations than in Lanbeth
(51.9 per cent), but why this is the case is unclear.

5.3 Constraints on Busi ness G- owth

One of the nost inportant subject areas in the research
was the constraints on business growh. By understanding
busi ness problens support agencies will be in a better
position to offer the advice and support the businesses
require. Previous research on business problens has
tended to highlight the sane problens. Oten the nost
frequently nentioned problem is ‘constraints in demand’

This has arisen from nunerous research studies applying
di fferent methodol ogi es and sophistication of analysis.’®
Constraints on demand nmay be related to many different
factors, for exanpl e, product s, | ocation and, in
particular, the stage of the economc cycle. However, it
is clear that its inpact of business growh and surviva
is crucial.” Qher problems which also often arise are

® See, for exanple, Barkham R, Hart, M and Hanvey, E (1996) ‘G ow h
in Small Manufacturing Firns: An Enpirical Analysis’ in Blackburn, R
and Jennings, P (eds.) Small Firnms: Contributions to Economc
Regener ati on, Paul Chapman, London. This study makes as detail ed
guantitative analysis of the factors inhibiting growh in small
firms.

™ Storey, D J (1994) Understanding the Small Business Sector,

Rout | edge, London.




connected with, for exanple, staff and recruitnent, red
tape, business rates, |ate paynent.

Fi ndi ngs fromthe research suggest that ‘finance’ was the nost
significant problemdetected, with over two out of five firms (40.3
per cent) indicating that this was the main problem (Table 5.2).
This is a potential interesting result which was also raised in the
face-to-face interviews and the focus groups:

“...Raising finance is the min thing. W t hout
finance we cannot actually grow or expand” (Bl ack
African, consuner services, 6 enployees).

“ Not being able to raise funds for ext er nal
presentation of the shop [is the main constraint on
growmh]. | don’t see nyself as a high flyer, [I] want
to feed ny famly, pay ny bills. Not hi ng cones easy.
I am very cautious” (Black Caribbean, manufacturing, 5

enpl oyees).

“Cash flow and the Ilengthening tinme between the
enquiry from the client and where you've got a
contact” (Black Caribbean, professional services, 7

enpl oyees).

It appears, therefore, that raising finance is a
particul ar problem for businesses in the survey. Though
the problens associated wth accessing finance are
di scussed in nore detail in Part Six it is clear that
many of the business have probl ens accessing start-up and
especially further finance from commercial organisations
and often rely on personal or informal sources of
finance. Since these business owners are starting from a
relatively low capital base their busi nesses are
generally undercapitalised and they find it difficult to
find funds for further investrment.% The inplications of
this are that many of the businesses are unlikely to
enjoy the gromh opportunities that nay exist otherw se.

Table 5.2
Mai n Constraints on Business Gowh in
Lanmbet h and Sout hwar k
Per cent

Lanbet h Sout hwar Tot al N=

k
No Constraints 22.0 10.0 15.3 19
Fi nance 38.9 41. 4 40. 3 50
Demand 7.4 8.6 8.1 10
Early Stages of 7.4 7.1 7.3 9

Busi ness

Regul ati on 1.9 8.6 5.6 7

8 sawyerr, A (1983) ‘Black Controlled Businesses in Britain:
Particul ar Probl ens and Suggested Sol utions, New Community, vol. Xxi.
nos., 1 — 2, Autum-Wnter, pp. 55 — 62.




St af f 5.6 5.7 5.6 7

Conpetition 5.6 4.3 4.8 6

Locati on 1.9 5.7 4.0 5

H gh Rents and 3.7 1.4 2.4 3

Rat es

O her 5.6 7.1 6.5 8

N= 54 70 124 124
Source: Ethnic Mnority Business in Lanbeth and Sout hwar k
Survey.

As mght be expected, constraints on ‘denmand” was the
second nost popular problem nentioned by the business
owners (8.1 per cent) (Table 5.2). The relatively |ow
frequency of this response may relate to the tine at
which the survey was undertaken, that is, the economc

cycle was at its peak. However, this finding nmust also
be considered in the context of where the busi nesses were
| ocat ed. As noted in Section 5.2 2, Lanmbeth and

Southwark are areas of relatively Ilow wealth and
prosperity and this may be thought to inpact on demand
considerations. Overall, it is likely that though demand
considerations were still very inportant for all the
busi ness surveyed, other problens, particularly access to
finance, were thought to be nore inportant to the
busi ness owners in relation to grow h.

Anot her constraint on growth nentioned by the business
owners was related to their ‘early stages of devel opnent’
(Table 5.2). This was nentioned by just under one in
twel ve respondents (7.3 per cent). As noted in Section
3.2 many of the businesses were very young conpared to
the mainstream business population and over three
quarters had been operating since 1990. Early start-up
is wdely recognised as a highly precarious stage in
busi ness devel opnent wi th nost business deaths occurring
early on in the businesses’ life.8 It is likely that
those respondents who cited this response were nore
concerned with ensuring that their business survived in
the short termrather than with business grow h.

The regulation of the business environnent, for exanple,
parking, refuse collection etc., and the collection of
business rates to fund the provision of |ocal services
were also issues for the business owners. Just over one
in twenty firnms (5.6 per cent) suggested that regulation
was the main constraint on business growh and 2.4 per
cent suggested it was high rates or rents (Table 5.2)

Busi ness owners in the focus groups were particularly
vocal in their criticisns of the local authorities (see

8 Storey, D J (1994) Understanding the Small Business Sector,
Rout | edge, London.




al so Section 3.5.3). The nain issues were the restriction
of parking outside business premses (thus reducing
potential custom) and the high |l evels of business rates in
relation to the services they received for them For
exanpl e, the business owners conplained that they had to
pay for their own refuse collection.

The final nmajor constraint to growh emerging fromthe research were
probl ems associated with the recruitnent, use and retention of
suitable staff. This was nentioned by just over one in twenty

busi ness owners (5.6 per cent). This is a frequently cited problem
by small firms who often cannot conpete with |arger organisations for
high quality staff. Findings fromthe focus groups provided further
evi dence on the problens of using staff:

“I'f sonebody is asking nme “what is the nost inportant

thi ng about business”, | say look ny friend “just give
me the staff”” (Black African, professional services,
3 enpl oyees).

Interestingly, there was no nention of high insurance premiuns as a
busi ness problem or constraint on business growh. This issue has
been rai sed as a serious problemfor business owners in Lanbeth and
Sout hwar k previ ously, but the evidence suggests it is no |onger a
maj or probl em

5.4 Busi ness Pl anni ng

Busi ness planning is seen as an essential tool in the
control and planning of start-up and existing businesses
and is wdely pronoted by the support agencies. Results
from the support ©provider interviews, for exanple,
hi ghlight that help with business planning was avail able
from a wde range of support providers and that plans
were seen as an essential way of obtaining finance from
the Dbanks (see Section Eight). Findings from the
research suggest that just wunder three in five firns
(56.9 per cent) had developed a formal business plan
(Tabl e 5.3). This is simlar to results from a recent
survey of all London business which suggests that 59 per
cent had a business pl an. 82

The use of business planning varied according to ethnic
group, wth Black Africans being nost likely to use them
(71.4 per cent) and Asians the least (41.5 per cent).
There was very little difference in the use of business
pl ans between the sectors, though they were nost popul ar

in the creative industries (66.7 per cent). However,
there was a positive relationship between the use of
busi ness plans and firm size (Table 5.3). Wher eas | ust

under a half (49.0 per <cent) of businesses with no

8 DTZ Pieda (1998) Enployer Survey 1998, FOCUS Central London
London.




enpl oyees had a business plan, this rose to over three
gquarters (76.9 per cent) with 10 or nore enpl oyees.

Table 5.3
Busi ness Pl anni ng
Per cent
No Yes Don’ t N=
Know
Bl ack 29.2 62.5 8.3 24
British
Bl ack 36.6 56. 1 7.3 41
Cari bbean
Bl ack 23.8 71. 4 4.8 63
African
Asi an 52.8 41.5 57 53
O her 60.0 40.0 - 15
Ret ai | 44. 8 50. 6 4.6 87
Consuner Service 26.7 64.4 8.9 45
Bus. and Prof. 35.7 60. 7 3.6 28
Servs
Hosp. and Ents. 28.6 64. 3 7.1 14
Creative Ind. 22.2 66. 7 11.1 9
Manuf act uri ng 66. 7 33.3 - 9
No enpl oyees 49.0 49.0 2.0 49
1-4 enpl oyees 37.4 57.0 5.6 107
5-9 28.6 60. 7 10.7 28
enpl oyees
10+ enpl oyees 15. 4 76.9 7.7 13
Tot al 37.6 56.9 5.6 100.0
N= 74 112 11 197
Source: Ethnic Mnority Business in Lanbeth and Sout hwark
Sur vey.

The busi ness owners were al so asked why they had devel oped a busi ness
plan (Table 5.4). The nmain reason offered was to raise finance, with
just under two out of five (37.4 per cent) business owners giving
this response. This may pl ease the banks who were often insistent
that their business clients presented plans for raising finance.
However, the banks al so noted that the quality of the plans vari ed.
Devel opi ng a ‘business plan’, in other words, was not the sane as
havi ng a good one. The respondents offered a nunber of other reasons
for devel oping a plan. For exanple, just under a quarter devel oped a
plan ‘to support business control’, a further one in five devel oped a
plan ‘to support business growh (Table 5.4). Oher respondents
(9.1 per cent) considered it ‘a sensible business practice’

Table 5.4
Reasons for Devel opi ng Busi ness Pl an
Per cent N=
To raise finance 37.4 37
To support business 23.3 23
cont r ol
To support busi ness 21.1 21




growt h

A sensi bl e busi ness 9.1 9
practice

O her 9.1 9
N= 100.0 99

Source: Ethnic Mnority Business in Lanbeth and Sout hwar k

Sur vey.

Not e: 13 respondents who had devel oped a business plan did not
offer a response to this question.



5.5 Sunmary

Part five has considered the business owners’ growth
pl ans, their expectations and constraints on growth. The
findings suggest that a significant mjority of the
busi ness owners have made plans to grow and, indeed,
expect to do so in the next 12 nonths. Black African and
Bl ack British business owners appeared particular keen to
grow, as indicated by their wuse of growh planning,
perhaps because they had the youngest businesses and
planning is nore inportant at this stage. Omers in the
newer activities, such as the creative industries, which
are expected to performwell over the next 10 years, also
pl anned for grow h. The findings also suggest that once
busi nesses reached a certain size, 10 or nore enployees,
they were apparently slightly nore reluctant to plan for
growt h, though they still expected growmh to occur. This
may relate to the difficulties for business owners
converting a smaller personally run business into a
| arger professional organisations wutilising delegation,
structured managenent and external finance. This may
mean that these firnms need greater access to support from
Busi ness Links if they are to grow successfully.

Per haps one of the nobst interesting and inportant findings to cone
out of the research was that the business felt their growh potentia
was bei ng constrai ned by access to finance and probl ens nmanagi ng cash
flow. Because of these problens many of the respondents were

est abl i shing businesses with relatively low start-up costs, which
because of their generally |low | evel of capitalisation had problens
rai sing funds for further investnment and growth. The probl ens
accessi ng finance experienced by the business owners are discussed in
nore detail in Part Six. However, it is clear that there is a good
deal of work to be done by both support providers and the busi nesses
before the situati on can be inproved.

The business owners also nentioned a nunber of other
constraints to business growh. These included
constraints on custoner denmands. This is wusually the
nost i nportant problem raised by small business owners,
and thus, highlights the extent to which finance is
problem  However, though the businesses were surveyed at
a time when the economc cycle was generally regarded as
being at its peak, the boroughs in which the businesses
operated, Lanbeth and Sout hwark, are characterised by | ow
| evel s of prosperity and this undoubtedly wll have had
an inpact on all the businesses. The business owners
al so nentioned other issues. For exanple, many felt that
growh was not an option because they had only recently
started up. O hers felt that the local authorities were
doing nothing to help business. For exanple, they
charged high rates, yet parking restrictions meant that



custoners could not get to their businesses. Finally,
sonme busi ness owners nentioned problens recruiting, using
and retaining staff. It was felt that the quality of the
candidates they were receiving were inappropriate to
achi eving busi ness grow h.



Part Si x: Fi nance
6.1 Introduction

In Part Five it was noted that accessing finance was the
main constraint on growmh experienced by the business
owners. I ndeed, the issue of how ethnic mnority
busi nesses access finance is the source of a good deal of
controversy, especially concerning, the role of the
commer ci al banks. Previous research suggests that ethnic
mnority entrepreneurs tend to use their own personal
savings as the main source of finance and that access to
comrercial bank finance is rather nore limted.® Part
Six considers how the businesses financed the start-up
and growh of their businesses and |ooks at sone of the
maj or probl ens invol ved.

6.2 Start-Up Fi nance
6.2.1 Sources of Start-Up Finance

The business owners were asked about how they financed
the start-up of their current businesses (Table 6.1).
Nearly four out of five business owners (79.5 per cent)
used their own savings, one in five (20.6 per cent)
accessed funds through famly, another one in five (21.9
per cent) used a bank |loan and just under one in ten (9.6
per cent) had a bank overdraft. Conparison with previous
research suggests that ethnic businesses in Lanbeth and
Sout hwark placed an even greater enphasis on personal
savings than other ethnic mnority businesses, and had
| ess access to bank |oans and bank overdrafts. 8 The
previ ous research suggests that just under three out of
five businesses (58.9 per cent) used personal savings,
nearly a third used bank | oans (32.4 per cent) and one in
five used a bank overdraft (20.3 per cent). Anobngst the
ot her sources of start-up finance used by respondents in
the current research were the Princes Youth Business
Trust and the |oan guarantee schene, though these were
relatively mnor conpared to the main sources nentioned.

The sources of start-up finance varied according to
ethnic group (Table 6.1). Black Cari bbeans were the nost

8 gee, for exanple, Deakins, D, Hussain, G and Ram M (1994) Ethnic
Entrepreneurs and Commerci al Banks: Untapped Potential, University of
Central England, Birm ngham However, alnost every study of ethnic
m nority businesses undertaken reports the same findings.

8 curran, J and Blackburn, R (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thames.




likely (94.0 per cent) to have used personal savings for
start-up finance and the least likely to have used a bank

loan (16 per cent). Bl ack Caribbeans were also |east
likely to have used famly (16 per cent) and friends (4
per cent) for start-up finance. The inportance of

personal savings for Black Caribbeans at the start-up
stage also cane out in the face-to-face interviews and
focus groups:

“I't has all been through personal finance, not a penny
fromthe banks. A lot of praise in the past, but not
any noney” (Black Caribbean, professional services, 2

enpl oyees)

“I't was all saving. Family support cane when the
busi ness was already going and [I] also went to the
bank when the business was going well, so they

couldn’t turn nme down” (Black Caribbean, professional
services, 26 enployees).

Asi ans, on the other hand, were the least likely to have
used personal savings (66.1 per cent) (though it was
still the nost frequently used source), and were the nost
likely to have a bank loan (29.0 per cent) and bank
overdraft (11.3 per cent). The reasons why Asians have
nore success raising finance from the comrercial banks
undoubtedly relates to a nunber of factors. However,
their greater presence in the business population

conpared to other ethnic groups, together wth the
tailoring of bank services towards Asian businesses may
have been particularly inportant (see Section 8).%

Table 6.1
Sources of Start Up Fi nance
Per cent
%) @
(@] > o —
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8 Ram M and Deakins, D (1995) African-Caribbean Entrepreneurs in
Britain, University of Central England, Birm ngham June.




2.1 17. 14. 2 . 25. 2
Bl ac 8 9 3 g 3.6 g 8
British
4. 16. 4. 1 10. .
Bl ac 94.0 | 16.0 0 6 0 9.8 50
.0 0
Cari bbea
n
76.4 1 26.4|18.1 | 1 .7 14. 72
Bl ac |7®# |24 181 1819 )
African
Asi an 66.1(21.0|11.3 | 29 | 11. 20. 62
.0 3 4
CI he 93.8 | 12.5 - 25 | 12. 13. 16
0 5 3
I
Mal e 81.0|18.6 | 12.6 | 21 | 12. 16. 168
. 6 0 8
75.9 | 27.6 | 8.6 | 22 | 3.4 | 13. 58
Fema
.4 0
| e
Tot al 79.5]120.6 | 11.4 | 21 | 9.6 | 16. -
.9 2
N= 182 47 26 50 22 32 229
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwar k

Sur vey

Previ ous research on Asian businesses has also tended to
enphasi se the inportance of extended famly and comrunity
relations in providing finance.® Though this source was
inportant (21.0 per cent), it was not as inportant, as in
the previous research, or to the Black Africans in the

survey. However, one Dbusiness owner provided an
interesting exanple of how finance was obtained through
comunity relations. Mor eover, the owner used help from

a local Vietnanese comunity group to access funding from
a comrercial bank. Wthout this help it is unlikely that
t he fundi ng woul d have been awarded.

After the Asians, the Black Africans had the |owest use
of personal savings (76.4 per cent) and bel ow average use
of bank |l oans for start-up finance (18.1 per cent) (Table
6.1). However, the Black Africans had the highest
reliance on famly and friends for sources of start-up

8 Metcal f, H, Mdood, T and Virdee, S (1997) Asian Self Enpl oyment,
Policy Studies Institute, London.




finance, conpared with the other ethnic groups (Table
6.1). Over a quarter of Black Africans (26.4 per cent)
approached famly for finance, conpared to an average of
20 per cent, and 18 per cent approached friends conpared
to an average of 11 per cent. This is simlar to
previous research on N gerian business owners.? The
i nportance of informal finance to Black Africans also
came out in the focus groups:

“What gets you going in business is that you have sone
money, or you have friends who wll support vyou.
Going to bank will be the second or the last resort
It was very difficult to attract start-up finance,
except we started through help from abroad, from ny
own base country and from friends as well” (Black
African, whol esal e, 3 enpl oyees).

The sources of start-up finance also varied according to
gender (Table 6.1). Mal e business owners were nore
reliant on personal savings (81 per cent), loans from
friends (12.6 per cent) and bank overdrafts (12 per cent)
than females, and fenales were nore reliant on famly
| oans (27.6 per cent) than nal es.

6.2.2 Problens Raising Start-Up Fi nance

The business owners were also asked whether they had
experienced any problens raising start-up finance (Table
6. 2). The results suggest that around two fifths (39.3
per cent) experienced problens, over a half (54.8 per
cent) had no problens, with the balance unsure. These
findings are alnost identical to that produced by other
research on ethnic mnority businesses, which suggested
that 53.2 per cent had no problens raising start-up
finance.® Despite all the concern about ethnic mnority
busi ness finance, the results suggests that a majority of
t he busi ness owners had not experienced problens raising
start-up finance. However, this may indicate that the
busi ness owners used personal savings, for exanple,
because they were reluctant to take on commercial debt or
because they wish to keep full financial control of the
busi nesses.®  Furthernore, this is not to suggest that

8 Soyi bo, A (1997) ‘The Informal Financial Sector in Nigeria:
Characteristics and Rel ationships with the Formal Sector’,

Devel opnent Policy Review, No. 15, pp. 5-22.

8 curran, J and Blackburn, R (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thares.

8 Fjindings fromresearch on mainstream smal | busi nesses suggests
that owner managers are often reluctant to take on external debt for
exactly these reasons. See, for exanmple, Stanworth, J and Gray, C




comrerci al bank finance was available to all the busi ness
owners who wanted it.

As suggested earlier, the problens raising finance are
often associated with particular ethnic groups.®® Results
fromthe current survey back this up. The Black Africans
(54.3 per cent) and the Black Caribbeans (41.7 per cent)
experienced the greatest problens raising start-up
finance, whereas Asians (25.9 per cent) experienced the
| east. Problens raising finance also varied according to
the age of the business with newer businesses nmuch nore
likely to experience problens than older businesses.
| ndeed, there appeared to be a polarity of responses
between those firnms fornmed before and after 1990. That
is, around a quarter of businesses forned before 1990
experienced problens raising finance conpared to about
hal f of those fornmed after (Table 6.2).

The self enployed, and |arger business with 10 or nore
enpl oyees, were less likely to have experienced problens
accessing start-up finance than businesses wth 1-9
enpl oyees. This suggests that the banks are nore willing
to lend to the fornmer, perhaps, in the case of the self
enpl oyed, because their financial requi renents are
smaller, and in the case of business with 10 or nore
enpl oyees, because they are nore established and nore
secure for |ending purposes. There was no difference in
the relationship between gender and the problens
accessing start-up finance.

Table 6.2
Probl ens Raising Start-Up Finance
Per cent
No Yes Don’ t N=
Know
Bl ack British 57.1 35.7 7.1 28
Bl ack Cari bbean 54,2 41.7 4.2 48
Bl ack African 38.6 54.3 7.1 70
Asi an 70.7 25.9 3.4 58
O her 64. 3 21.4 14. 3 14
Mal e 54.0 39.8 6.2 161
Femal e 54. 4 40.0 5.5 55
-1979 66. 7 26.7 6.7 15

(1991) Bolton 20 Years On: The Snmall Firmin the 1990s, Paul Chapman,
London.

% Ram M and Deakins, D (1995) African-Caribbean Entrepreneurs in
Britain, University of Central England, Birm ngham June.; WIson, P
(1983) ‘Ethnic Mnority Business and Bank Finance’, New Community,
vol. xi., nos., 1 — 2, Autum-Wnter, pp. 63 — 73.




1980- 1989 74.0 22.0 .0 50
1990- 1994 47. 6 46.0 6.3 63
1995+ 46. 4 47.6 6.0 84
No emnpl oyees 72.9 22.9 4.2 48
1-4 enpl oyees 48. 2 46.5 5.3 114
5-9 enpl oyees 51.4 40.5 8.1 37
10+ enpl oyees 55.0 35.0 10.0 20
Tot al 54. 8 39.3 5.9 100.0
N= 120 86 13 219
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark
Sur vey

The busi ness owners were asked in nore detail about the

probl ens accessing finance (Table 6.3). The rmain
response articulated by the respondents was that they had
‘no access to bank or other finance’. This nost |ikely
reflects a perception that the banks or other externa
financial institutions were unwlling to lend to their
busi nesses. The reasoning behind this perception
probably relates to the other problens raised. For

exanpl e, the second nost frequently nentioned problem was
that the banks considered their businesses unsuitable for
start-up |ending. In other words, the banks were
reluctant to lend to businesses which were recent start-
ups, were too small or in an inappropriate activity:

“Mai nly bank problens. They can't give you your |oan
because your just starting over. They won't tell you
that directly. [I] found it difficult to get a |oan
so we had to get an overdraft” (Black African,
pr of essi onal services, 31 enpl oyees).

“I had a problem they (the bank) turned ne down. It
was prejudice, in fact. Not necessarily ny skin
colour, but as a snmall business. In the eye of the
bank we [were] not in a favourable position” (Asian,
hospitality and entertai nnent, 26 enpl oyees).

“The banks don't deal with things like that (start-
ups) ....they are looking for wvalue....if you have
£10,000 they will lend you £15,000. They are | ooking
for security ... They are no use to the snal
business ... They don’'t have the noney to give away.
| understand that. This thing about banks, banks,
banks (respondent inplies that a lot of criticism has
been levelled at the banks), the banks are here to
make nmoney just like every body else” (Black
Cari bbean, retail, 2 enployees).

Sonme busi ness owners believed that they had probl ens accessing start-
up finance because of their ethnicity. As has already been noted,

Bl ack Cari bbeans were least likely to have a bank | oan, and Bl ack
Africans experienced the greatest difficulties accessing start-up
finance. Further evidence fromthe survey reinforced these findings.
One in ten business owners (11.5 per cent) who experienced problens



accessing start-up finance suggested that is was due to racia

di scrimnation on the part of the banks (Table 6.3). Another 5 per
cent suggested that the banks have no understandi ng of ethnic
mnority customers and markets. These views were articulated by a
nunber of the respondents in the face-to-face interviews and the
focus groups:

“Finance is a problem for all the ethnic minorities.
For a simlar business, the white counterpart, who
starts at the same tinme, applies to the bank for
£50,000 with no security, he's got it. | applied for
a £15,000 |oan under the |oan guarantee schene, [I
didn't get it]” (Black Cari bbean, pr of essi ona
services, 7 enployees).®

“I didn't go to the bank (for start-up finance)
because | knew they wouldn't lend to ne. | am very
inventive, | found other ways [of raising finance]
(respondent used own savings and borrowed £15, 000 from
famly). | just discounted the banks. | cannot abide
their lack of creativity. |[|’ve found ny own resources

They’d lend to ne now, but they wouldn’t lend to
me at the tine” (Black Caribbean, fenale, professiona
services, 7 enployees).

The assertion that the banks operated racist |ending practices
appeared nore comon in Black African and Bl ack Cari bbean groups than
in Asian groups. Indeed, the opinion that the banks were

di scrimnatory had becone so enbedded in these groups that nany
respondents did not even consider approaching the banks. One
explanation for this difference is the practices of the banks. Many
of the banks, including those which participated in the current
research (see section 8.4), have devel oped banking facilities
tailored to Asian businesses and their bank managers appear to have
more experience working with Asian business owners. No equival ent
servi ces appear to be on offer to African and Cari bbean busi ness
owners, and this is likely to send out negative nessages to these

gr oups.

The tendency of Bl ack Caribbeans to conplain about their treatment by
banks in this, and other, research may have its origins in the
opportunity structures they face. Black Caribbeans were nost |ikely
to use personal savings for start-up finance but |east likely to use
finance fromfanmly and friends (Table 6.1). This may mean that

i nformal finance through famly and friends, which appears nore
avail abl e to Asians and Bl ack Africans, is not available to the sane
extent to Black Caribbeans. |In this case, it is possible that they
are nmore likely to have approached the banks for finance, than say
the Bl ack Africans, and therefore have nore experiences to conplain
about .

% An al arming nunber of the ethnic minority business owners surveyed
appeared to have anecdote about how a white business owner was able
to raise £(large anount) fromthe banks and they could only get
£(smal l er amount). \Whether these anecdotes have nore w despread
significance or are sinply nodern ethnic business folklore is

uncl ear.

%2 This may be understandable in sone respects since Asians tend to
dominate ethnic minority enterprise conpared to their African

Cari bbean counterparts.



Table 6.3
Probl ens Raising Start-Up Fi nance

Per cent N=
No access to bank or other 31.1 19
finance
Bank consi dered busi ness 29.5 18
unsui tabl e for finance
Banks are racially 11.5 7
di scrimnatory
No i nformation on finance 6.6 4
avai l abl e
Banks have no understandi ng of 4.9 3
et hni c narkets
O her 16. 4 10
N= 100.0 61
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark
Survey.

Not e: Tabl e based on 61 responses, though 86 respondents
suggested that they had a problemraising finance.

It is clear that for a few respondents, at |east, the
problenms raising start-up finance were related to a
conplete |ack of know edge about the processes involved.
For exanple, over 6 per cent of those businesses who had
problenms raising start-up finance had ‘no information on
the finance available’ (Table 6.3). This could be taken
to nmean that they have no know edge of how the banks
offer finance to businesses, of other sources of finance

avai l able, or any knowl edge of the system at all. In
this instance, there is a good case for intervention from
support agencies in providing guidance on funding
pr ocedur es. On another level, many ethnic mnority

busi ness owners nmay benefit from instruction on how to
present their business ideas in a format or | anguage that
the Dbanks find conpatible wth their own business
obj ecti ves. I ndeed, this issue was recognised by a
nunber of the respondents who had managed to devel op
successful relations with their bank manager:

“The whole thing about ethnic background [has been
overplayed]. It is alot to do with how you deal with
i ndi vi dual bank managers. How you conmunicate with
them From ny personal point of view, the nmanagers |
have dealt wth, in terms of the business, | have
al ways been able to communicate [with then] on a
certain level” (Black African, professional services,

3 enpl oyees).

“when | want to neet with ny bank nmanager | invite to
my office, when we are sitting down tal king sonebody
calls and says “I want a quote for 10,000 of these”,

he knows | am doing business. He can feel it, he can
see it. W're not sat in his office where it is |like



an i nterview (Black African, manuf act uri ng, 7
enpl oyees).

O her results fromthe research suggest that the banks are
particularly inpressed by well witten business plans (see section
8.4.2). This may be another area where the businesses could be
encouraged to inprove. |ndeed, the main reason given by the

busi nesses for devel opi ng a business plan was to raise finance.
However, this may lead to other problems. The business plan may be
used as a ‘quick and dirty’ tool for raising finance, when in theory,
it should guide all aspects of business devel opnent.



6.3 Further and Expansion Fi nance

The survey al so consi dered the busi nesses’ use of further and/or
expansi on finance. Further finance is inportant because it provides
funds for working capital and investrment. As already noted, access
to finance was the nost frequently nentioned barrier to grow h. The
results suggest that just under two fifths of the firms (38.3 per
cent) had attenpted to raise further finance (Table 6.4). This is
nmuch | ower than other research on ethnic mnority busi nesses which
suggests that nearly two thirds (64.9 per cent) had raised further
finance.® Raising further finance appeared particularly comon
amongst Bl ack Africans (50 per cent), Black British (44.4 per cent),
femal es (41.7 per cent), in business and professional services (58.6
per cent), creative industries (54.5 per cent) and nore recently

est abl i shed busi nesses (post 1990) (Table 6.4).

Table 6.4
Take Up of Further Finance
Per cent
No Yes Don’ t N=
know
. 44 4 - 27
Bl ack | °*°
British
7 . . 41
Bl aCk 53 36.6 9.8
Cari bbean
43. 1 . .
Bl aCk 3 50.0 6.9 58
Af ri can
Asi an 66. 7 29.8 3.5 57
(:t r]Ear 91.7 8.3 - 12
Mal e 57.9 37.9 4.1 145
50.0 41.7 8.3 48
Femal e
Ret ai | 56. 6 37.3 6.0 83
Consurmer 69.0 21. 4 9.5 42
Servi ces
Bus. & Prof. 37.9 58.6 3.4 29
Serv.
Hosp. & Ents. 64.7 35.5 - 17
Creative 45.5 54.5 - 11
Manuf act uri ng 54.5 45.5 - 11
- 1979 73.3 20.0 6.7 15
1980- 1989 61.9 31.0 7.1 42
1990- 1994 53. 4 43.1 3.4 58
1995+ 53.3 42. 7 4.0 75

% curran, J and Blackburn, R (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Smal
Busi ness Research Centre, Kingston Business School, Kingston Upon

Thanes.




Tot al 56. 6 38.3 5.1 100.0

N= 111 75 10 196
Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwar k
Survey

6. 3.1 Sources of Further Fi nance

Though the businesses appeared to rely heavily on
personal and informal finance at the start-up stage, the
facilitation of expansion and growh, it could be argued,

wll depend upon a greater access to formal finance
t hr ough, for exanpl e, conmer ci al banks, venture
capitalists etc. However, results from the research
suggest that the respondents were still nore likely to
use personal finance than formal finance at the expansion
stage (Table 6.5). Wereas 30 per cent of respondents

used retained profits and savings for further finance,
around 27 per cent had a bank | oan and 11 per cent had an
overdraft. The use of bank | oan finance for expansion by
t he businesses was slightly higher than that reported in
ot her research. % This suggests that 23 per cent used
bank | oan, though only 16 per cent used retained profits
and 20 per cent used a bank overdraft.

Table 6.5
Sour ces of Further Finance
Per cent
Q ul wn ©
c + (@] > © —
— - c — c o —
© [ —_ . c L C X C| X o ()]
— d > € c — @ c @l co |
&ua“c%&% TS |lxS |83 83106 pd
33.3|41.7 8.3 [16.7 | 16 | 8.3 | 18. 12
Bl ack ' 5
British
20. 40. 7 - 13. | 13. 1
Black 0.0 [40.0] 6 33 3 3 5
_ .3 3 3
Cari bbea
N
4. 24.120.7 [24.1| 1 13. | 10. 2
Bl ax:k 34.5 0 0 3 0 9
: .3 8 3
African
Asi an 35.3|11.8[17.6| 5.9 | 52 | 5.9 | 11. 17
.9 8

% curran, J and Blackburn, R (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thanes.




Mal e 30.9130.9|18.2|16.4 | 29 | 12. 9.3 55
.1 7
30.0|15.0|10.0| 5.0 | 20 | 5.0 | 20. 20
Femal “0 0
e
Tot al 30.7 1 26.7|16.0|13.3| 26 | 10. 12. -
.7 7 0
N= 23 20 12 10 20 8 9 75
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwar k

Survey.

Not e: Tabl e based on those busi ness owners who have attenpted to
rai se further finance.

(N=75) .

There was sone evidence that the reason why the
respondents were slightly nore likely to access further
finance fromthe banks was related to the characteristics
of the businesses. For exanple, a nunber reported that
their banks were nore willing to lend to their businesses
now that they were nore established because they were
able to denonstrate a proven track record and offer the
bank security:

“[Oiginally] they (the banks) were not keen. [ But
my] accountant suggested | stayed with the bank to
show turnover. There is a six to eight week period to
generate profits from [the products we nake]. After
18 nmonths | needed nore working capital. | went to
the bank and was pleased to secure a loan” (Bl ack
Cari bbean, manufacturing, 5 enpl oyees).

“I't was not difficult [to raise finance from the
banks] since | have been with the bank for about seven
years. The bank was keen to support ne and | had a
good job and putting a lot of nobney into the account”
(Asian, creative industry, 1 enployee).

“l have good bank nanager. Wien | first started |
didn’'t have need for the bank, thank god for that

Now that the business is growing we [use the banks]”
(Black African, manufacturing, 7 enployees).

The sources of further finance varied according to ethnic group
(Table 6.5). As with start up finance, Asians were the nost likely
to have a loan (52.9 per cent). They were also the nost likely to
reinvest retained profits (35.3 per cent), though they were the |east
likely to have a bank overdraft (5.9 per cent). The relatively high
use of bank | oans conpared to bank overdrafts is often used as a

fi nanci al health gauge in businesses and nmay suggest a nore
control |l ed approach. In this sense, the Asian busi nesses appeared to
be perform ng well

Bl ack Cari bbeans were the least |ikely to have a bank |oan at the
start-up stage (16.0 per cent — Table 6.1), but were second nost
likely to have a loan (33.3 per cent) and overdraft (13.3 per cent)
for further finance (Table 6.5). This indicates that the Bl ack
Cari bbeans were perhaps making a better case for support fromthe



banks at the further finance stage, though perhaps not to the sane
extent as the Asians. Interestingly, Black Cari bbeans were by far
the least likely (20 per cent) to reinvest retained profits into
their busi nesses, though the reasons for this are unclear

The Bl ack Africans appeared to rely nmuch nore heavily on personal and
i nfornmal sources for further finance than the other ethnic groups.

For exanple, they were by far the nost likely to use conbinations of
famly (20.7 per cent) and friend (24.1 per cent) |oans than other
busi nesses (Table 6.5). However, their access to bank finance was
much nmore |inited. Just over one in ten (10.3 per cent) Black
African businesses had a bank | oan, conpared to an average of over a
gquarter. They were the nost reliant on bank overdrafts (13.8 per
cent).

6. 3.2 Probl ens Raising Further Finance

The business owners were also asked whether they had
experienced any problens raising further finance (Table
6.6). The results suggest that the majority - just under
three fifths (59.5 per cent) - experienced problens, just
over a third (35.1 per cent) had no problenms, with the
bal ance unsure. The findings are alnost identical to
that produced by other research on ethnic mnority
busi nesses. ®® The findings suggest, therefore, that the
busi ness owners experienced significant problens raising
further finance. For exanple, whereas 22 per cent of
respondents had access to a bank loan at the start-up
stage (Table 6.1), only 27 per cent had access to a bank
loan at the further finance stage, though it mght have
been expected that the latter figure would have been much
hi gher by this stage (Table 6.5). Evi dence from focus
groups suggests that the business owners had experienced
problems with the banks over both short-term and | ong
termfurther finance:

“You pay in loads of noney, they (the banks) see al

the cash your bringing in and instead of trying to
hel p you [they do nothing]. At the end of the day
nmost of us know that when you pay in £10,000, you' ve
got pay out £8,500-£9,000 alnost straight away. So
when you put that noney in that is when you need their
help ... You've got to have sone collateral, you ve got
to have sone credit, you got to have sone nman who can
give you some noney, naybe not a lot, nay be not a
lot” (Black Caribbean, consuner service, x enpl oyees).

% curran, J and Blackburn, R (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thanmes. However, the results fromthe above survey are presented as
t he percentage of all businesses rather than those who chose to seek
further finance. The equivalent results between the two surveys are
very simlar.




“There’s a problem [ The bank are] asking for
security before they will actually part with any noney
and, of course, take little notice of your future
contracts, the rate of your growh, the strength of
your rmanagenent [or] anything like that ... They'll
sometines give you a tenmporary overdraft wuntil the
contracts are paid for, but nothing long tern? (Bl ack
Cari bbean, professional services, 14 enpl oyees).

Table 6.6
Probl ens Rai si ng Further Finance
Per cent
No Yes Don’ t N=
Know

Bl ack British 16.7 58. 3 25.0 12
Bl ack Cari bbean 26.7 66. 7 6.7 15
Bl ack African 32. 1 67.9 - 28
Asi an 52.9 47.1 - 17
Mal e 35.2 61.1 3.7 54
Fenal e 35.0 55.0 10.0 20
-1979 66. 7 33.3 - 3
1980- 1989 61.5 38.5 - 13
1990- 1994 32.0 64.0 4.0 25
1995+ 25.8 64.5 9.7 31
No emnpl oyees 42.9 57.1 - 7
1- 4 enpl oyees 37.0 60. 9 2.2 46
5-9 enpl oyees 42.9 50.0 7.1 14
10+ enpl oyees - 71.4 28.6 7
Tot al 35.1 59.5 6.7 100.0
N= 26 44 5 75
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwar k
Sur vey

Not e: Tabl e based on those busi ness owners who have attenpted to
rai se further finance.
(N=75).

As with start-up finance, the problens raising further
finance were associated with particular ethnic groups.®
The Black Africans (67.9 per <cent) and the Black
Cari bbeans (66.7 per cent) experienced the greatest
problenms raising further finance, whereas again, the
Asians (47.1 per cent) experienced the |east. Al so
simlar to start-up finance, the problens raising further
finance varied according to the age of the business with
newer businesses nmuch nore likely to experience problens
than ol der businesses. Again there was a polarity of

% Ram M and Deakins, D (1995) African-Caribbean Entrepreneurs in
Britain, University of Central England, Birm ngham June.; WIson, P
(1983) ‘Ethnic Mnority Business and Bank Finance’, New Comunity,
vol. xi., nos., 1 — 2, Autum-Wnter, pp. 63 — 73.




responses between those firns forned before and after
1990. Nearly two thirds of businesses fornmed after 1990
experienced problens raising further finance conpared to
about a third of those forned before (Table 6.6).

The business owners were asked to provide nore details
about the problens accessing further finance (Table 6.7).
As with start-up finance, the main problem was a |ack of
access to bank or other finance. A third of businesses
suggested they had experienced problens raising further
finance because there were ‘no willing I enders’ (20.5 per
cent) or they were ‘refused bank finance’ (12.8 per
cent’). Also simlar to start-up finance the main
reasons given for this problem was related to the
characteristics of their businesses (30.8 per cent).
That is, the businesses did not offer the appropriate
security, were too small, and/or were operating in an
i nappropriate activity or |ocation.

Table 6.7
Probl ens Rai si ng Further Finance

Per cent N=
Bank consi dered busi ness 30.8 12
unsui tabl e for finance
No willing | enders 20.5 8
Ref used bank finance 12.8 5
Banks are racially 7.7 3
di scrimnatory
Banks don’t trust business 7.7 3
Doesn’t want further bank debt 51 2
O her 15. 4 6
N= 100.0 39
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwar k

Sur vey.
Not e: Tabl e based on 39 responses, though 60 respondents
suggested that they had a problemraising finance.

The issue of bank discrimnation also arose at the further finance
stage, though not to the sane extent as the start-up stage. Around
16 per cent of businesses who experienced problens obtaining start-up
fi nance suggested that it was because the banks racially

di scrim nated agai nst them or because they did not understand the
ethnic narket place (Table 6.3). However, only just under 8 per cent
made the sane criticismin relation to further finance (though a
further 8 per cent suggested that the ‘banks didn't trust theni).
Thi s suggests, perhaps that those busi ness owners who have had nore
experi ence of the business context are not as inclined to indicate

t hat the banks discrimnate:

“Maybe naively | feel nmy ethnicity has not cone into
play. It is difficult, may be they (the bank managers)
did think when | wal ked back through the door, “oh
well 1'm not giving this guy something because he is
bl ack”, but then it’s something that is very difficult
to ascertain, it is a very difficult area to actually



prove” (Black African, pr of essi onal servi ces, 3
enpl oyees)

6.4 Sunmary

Part Six has considered how the business owners raised
start-up and further finance and sone of the main
probl ens i nvol ved. Previous research on ethnic mnority
busi nesses has tended to highlight the inportance of
personal and informal sources of start-up and expansion
finance, and the | ower usage of bank and other conmerci al
finance. The findings suggest that ethnic businesses in
Lanbeth and Sout hwark have experienced simlar problens
inrelation to the financing of their businesses, and, if
anyt hi ng, these probl ens have been nore extrene.

At the start-up stage four out of five business owners
used their own savings and one in five used a bank | oan

This conpares to three out of five using their own
savings and nearly a third using bank loans in the

previ ous research. Only just under two fifths of the
firme had attenpted to raise further finance. Thi s was
much | ower than in other research. Again, there was a

large reliance on personal and informal sources for
further finance (nearly a third of businesses used these
sources), though the use of bank |loans at this stage (27
per cent) was slightly higher than in other research on
ethnic mnority businesses (23 per cent). O her support
providers, for exanple, Princes Youth Business Trust,
Busi ness Angels and Venture Capital were used by a very

small mnority of the sanple. It is clear that the
relati ons between these providers and the businesses has
to be inproved significantly. Many of the lessons to

energe from the banks and the support providers wll
apply to these agenci es.

The sources of both start-up and further finance varied
according to ethnic group and gender. Bl ack Cari bbeans
were the nost likely to rely on savings, Black Africans
were nost likely to rely on famly and friends, and
Asians were the nost likely to rely on the banks, though
Bl ack Caribbeans appeared to be nore successful at
rai sing bank finance at the further finance stage. Men
were nore likely to rely on personal savings at both the
start up and further finance stage, and wonen were nore
likely to rely on famly finance especially at start-up
There was |little difference between the genders in
accessing bank finance at the start-up finance stage,
though nmen were nore likely to have banks I|oans for



further finance purposes, probably because of the ol der
age of their businesses (see bel ow).

Nearly two fifths of the businesses had problens raising
start-up finance and just under three fifths experienced
problens raising further finance indicating that it 1is
harder to access growth and expansion finance. These are

simlar to findings in other research. Again the
probl ens appeared nore comon in particular ethnic
gr oups. Bl ack Africans and Bl ack Caribbeans appeared to

experience greater problens raising finance, though
Asi ans had fewer problens. The differences nmay relate to
their perception and/or experiences of the conmercial
banks. Bl ack Cari bbeans appeared particularly vocal in
their criticism of the banks and this may relate to the
opportunity structures they face. The banks have set up
special facilities for Asian custoners that were not
available to other ethnic groups and this may have had
led to problenms. Though Bl ack Caribbeans are nost |ikely
to use personal savings for start-up finance, they have
| ess access to funds from friends and famly. This may
mean that they are nore reliant on, and thus nore likely
to have been in dispute with, the comercial banks.

The probl ens accessing banks finance al so appeared to be
related to business age. The newer business (post 1990)
appeared to have nore problens raising finance conpared
to the ol der business (pre 1990). This probably relates
to the greater levels of security that the latter can
of fer the banks. It is interesting to note that Asians
had the ol dest and hi ghest turnover businesses. This may
explain, partially at Ileast, why they experience the
f ewest problens conpared with other ethnic groups.

The reasons why the businesses have problens accessing
formal finance are difficult to unpack. Most of the
respondents concentrated their attention on t he
commerci al banks. The main problemraising funds at both
the start-up and expansion stage was the perception,
based on experience or otherwise, that the they had ‘no
access to finance’. This was thought to nmean that they
have been refused bank |ending or that they thought they
woul d be refused bank | ending. The respondents offered
a nunber of specific reasons for why they thought this
was the case. Interestingly, the main reason was not
related to discrimnation on the basis of ethnicity, but
rather discrimnation based on the characteristics of
their firnms. That is, they thought that the banks were
unlikely to lend to them because they were too small
were in the wong activity or location, are were unable
to offer the security required.



O hers, however, thought the ethnicity was an issue.
Just over one in ten business owners explicitly stated
that they were discrimnated agai nst by the banks because
of their ethnicity. A further 5 per cent suggested that
the banks had no understanding of the nmarkets in which
t hey operated. Anot her reason why the business owners
had problens raising finance, especially, at the start-up
stage was because they had no or little know edge of the
processes involved. More specifically, they were unaware
of the channels and processes they had to go though to
obtain bank or other finance. O her owners appeared to
have problens presenting their business ideas in a manner
whi ch was appropriate to raising finance from the banks.
This relates to both verbal and witten comrunications
and is an issue for both the banks and the business
owners.

Overall, the results provide insight into why nany of the
busi nesses have experienced problems wth growth.
Accessing start-up and especially further finance appear
to be a particular problem for the firnms. The nunber of
busi nesses attenpting to raise further finance also
appears particularly |ow The results echo conclusions
from other research.® This suggests that because ethnic
busi ness owners have small anmpunts of personal savings

and problens raising finance through the conmmrerci al
banks, they were restricted to setting up businesses with
| ow start-up capital requirenents. As a result these
busi nesses achieved only low levels of growmh because
they were under capitalised and could not generate funds
for reinvestnent. It is clear that if ethnic mnority
busi nesses in Lanbeth and Southwark are to be encouraged
to grow they nust be able to have greater access to
finance at all stages. This, as the section has shown
quite clearly, is not only a challenge for funding
providers and support agencies, but for the businesses
t hensel ves.

% Sawyerr, A (1983) ‘Black Controlled Businesses in Britain:
Particul ar Probl ens and Suggested Sol utions, New Conmunity, vol. xi.,
nos., 1 — 2, Autum-Wnter, pp. 55 — 62.




Part Seven: Experiences of Support Provision
7.1 Introduction

One of the main issues in the research was to consider
the relationship between ethnic mnority enterprise and
support providers. The response of ethnic mnority
busi nesses to support providers is generally perceived to
be | ow. Asi an business owners are thought to have a
particularly low awareness and usage of support
providers, mainly because they wutilise other support
networks. ® Research on Afro-Caribbean business owners
indicates that a significant majority have negative views
as to their useful ness.% However, other research
suggests that the low level of take wup of support
provision anongst ethnic mnority businesses is not
because they do not want help but rather the support
available is not sufficiently targeted at their needs.!
The low level of take-up, however, nust also be set
against the low |level of provision to snmall businesses in
general by support bodies. |In other words, what mght be
perceived as a problem specific to ethnic mnority
busi nesses, my be a reflection of nore general
weaknesses in the support provision available to al
smal | er busi nesses. Part Seven considers the business
owners’ awareness, experience and opinions of support
provi sion in Lanbeth and Sout hwar k.

7.2 The Awareness and Use of External Support
Provi ders

7.2.1 Concept ual i si ng Busi nesses’ Use of Support
Provi si on

This section begins by considering what is neant by
‘support needs’. Smal | bone and Fadahunsi suggest that
busi ness owners’ ‘support needs’ are the needs for
external resources such as information, advice, training
and ot her assistance which will enable them to deal nore
effectively with business problens. They suggest, for

% Marlow, S (1992) ‘The Take-Up of Business Growth Training Schenes
in Britain', International Snall Business Journal, 7, 1, pp 34-36.

° Ram M and Deakins, D (1995) African-Caribbean Entrepreneurship in
Britain, University of Central England Busi ness School, Birm ngham
00 Marlow, S (1992) ‘Take Up of Business Growth Training Schenes by
Ethnic Mnority Owmed Small Firms', International Small Business
Journal, Vol. 10, No. 1, pp 34-46.

11 Sral | bone, D and Fadahunsi, A (1998) ‘The Diversity of Ethnic
Mnority Enterprises: A Prelimnary Analysis of Small Nigerian Firns
in North London, Ethnic Mnority Entrepreneurship Sem nar, University
of Central Engl and, Septenber.




exanpl e, that business owners nmay want information about
how to obtain a license to run a particular business
activity, technical advice about a piece of equipnent,
and/ or advi ce on devel opi ng a mar ket i ng pl an.
Busi nesses, as the current research indicates, my also
want  financi al support and/or help recruiting the

appropriate staff (see Part Five). Smal | bone and
Fadahunsi also suggest that business owners have a
“hierarchy’ of support needs which will determne: what

they require, whom they require the services from
willingness to pay, and ability to use the support
ef fectively. The hierarchy will also vary from firm to
firm depending upon economc factors, business sector,
| ocation, size of the firmand the educational background
of the owner-nmanager, anongst others.

The notion of a hierarchy of support needs relates to
anot her theoretical «contribution which considers snal

firms’ networking activities and use of support
provi ders. 102 This approach suggests that businesses’
network relations and use of support providers can be
placed on a continuum ranging from ‘conpulsory to

‘“voluntary’. Al firms, it is argued, have conpul sory
relations with, for exanple, buyers and sellers, since
wi thout them they would not be in businesses. However,
other external I|inks wth, for exanple, accountants,

solicitors and external support providers are nore
vol untary. This theoretical contribution is enhanced if
it 1s recognised that what constitutes ‘conpulsory’ and
‘voluntary’ relationships can vary according to firns’
economic activity and current business condition. %
Concerning the latter, for exanple, it is suggested that
in atime of crisis the advice of managenent consultants
may be nore inportant than relations wth a bank, when
the opposite is nornmally the case.

Previous research on small and ethnic mnority busi nesses
has tended to indicate a broad polarity in the use of
support providers which tends to reflect the conpul sory
or voluntary nature of their relations. The research
suggests that accountants, bank managers, solicitors and
trade associations tend to be the nost popul ar sources of
advi ce and support because business owners primarily use

102 Bl ackburn, R A, Curran, J and Jarvis, R (1990) ‘Small Firms and

Local Networks: Some Theoretical and Conceptual Explorations’, Paper
presented to the 13'" National Small Firns Policy and Research

Conf erence, Harrogate, November.

103 Bryson, J, Wod, P and Keeble, D (1993) ‘Business Networks, Small
FirmFlexibility and Regi onal Devel opment in UK Busi ness Services’,
Entrepreneurship & Regi onal Devel opnent, No. 5, pp 265-267.




them for their specialist functions.?% Accountants, for
exanple, are inportant for help in the preparation of
accounts to neet Inland Revenue requirenents, but may
al so be the source of help and support on other business
i ssues. The use of support providers such as Business
Li nk, TECs, Chanbers of Commerce are thought to be | ower
because the services they provide are seen as |ess
essential to the running of the business, though again,
this will vary according to the circunstance in which the
busi ness finds itself. To reflect these differences the
research considers the wuse of the ‘nore conpulsory’
support providers and the awareness and use of the ‘less
conpul sory’ support providers:

7.2.2 Use of ‘Mre Conpul sory’ Support Providers

As expected the business owners were nuch nore likely to
use accountants, bank rmanagers, business colleagues,
solicitors, famly, friends, trade associations!® and
private consultants for support provision, than other
agenci es such as Business Links and TECs (Table 7.1/ Table
7.2). The research suggests, for exanple, that four out
of five (80.3 per cent) businesses used an accountant for
advice and support in the last 12 nonths (Table 7.1), a
result which is simlar to findings from other research
on ethnic businesses. |ndeed, accountants may provide
the established support providers with a way of accessing

et hnic mnority busi ness owner s. For exanpl e,
accountants could raise awareness and provide advice on
the use of Business Link services. However, previous

research suggests that accountants may be reluctant to
enter agreenents wth support providers because they
percei ve thenselves to be conpetitors. Nearly a half of
the respondents used their bank manager (47.6 per cent)
and solicitor (44.7 per cent) for advice and support
(Table 7.1). Again, these agencies could be wused to
pronote the activities of support providers. Exanples of
t he use of accountants, solicitors and bank managers were
provi ded by the respondents:

“l have a solicitor, there’'s a firm across the road
that’s quite helpful. | wll telephone himfor advice

104 curran, J and Bl ackburn, R A (1994) Small Firns and Local Econonic
Net wor ks, Paul Chapman, London.

105 See, for exanple, North, J, Blackburn, R A and Curran, J (1997)
‘Reaching Smal | Busi nesses? Delivering Advice and Support to Snall
Busi nesses Through Trade Bodies’, in Ram M Deakins, D and

Smal | bone, D (eds.) Enterprising Futures, Paul Chapnan, London.

106 cyrran, J and Bl ackburn, R (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thames.




or pop round to see them |’ve been round to the
| ocal banks at one point to introduce nyself to sone
of them and have a chat and find out just how they' re
thi nking” (Black African, professional services, 8

enpl oyees).

“the Bank Manager is very good, the Accountant is
excellent” (Bl ack Cari bbean, hospitality and
entertai nment, 65 enpl oyees).

The use of private consultants provi des anot her
interesting exanple. In the 1980s the Geater London
Enterprise Board (GLEB) ran a schene known as the G.EB
Fi nanci al Schene (G.EBFINS). Ethnic mnority businesses
wi shing to access finance from GLEB or the commerci al

banks were inforned that they would have to produce a
det ai | ed busi ness pl an. To this end, GLEB provided the
businesses with a Ilist of |ocal approved private
consul tants. The busi ness owners then contacted severa

consultancies wth a view to selecting one to help
develop the plan. G.EB then subsided the consultancy by
75 per cent for anpunts up to £1, 000, and 50 per cent for
anounts up to £2,500. The schene worked well because the
busi ness owners could access support from a consultancy
they knew locally, with individuals they could develop a
personal relationship and the trust required.'” Though
it is not proposed that this schene by directly
replicated, it does provide -evidence of a way of
inmproving the take up and efficacy of support provision
t hrough | ocal consultanci es.

Table 7.1
The Use of Sel ected External Agencies for
Advi ce and Support in Last 12 nonths

Per cent

Lanbet h Sout hwar k Tot al
Account ant 85.3 75. 2 80. 3
Bank Manager 55.2 41. 3 47. 6
Busi ness Col | eague 42.2 24.8 33.6
Solicitor 58. 6 30.4 44.7
Fam |y 37.9 28.3 33.2
Fri ends 20.0 15.9 18.0
Trade Associ ation 20.2 5.0 12.6
Private Consul tant 9.5 9.7 9.6
N= 116 113 229
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark

Sur vey

7 I'n many respects the success of the fieldwork in the current
research was the result of many of the |ocal businesses know ng
menbers of Equi nox Consul tancy.



The relatively high use of business colleagues (33.6 per
cent), famly (33.2 per cent) and friends (18.0 per cent)
denonstrates the inportance of informal networks to the

busi ness owners. Informality is a comon feature in
smal | busi nesses. For exanple, staff are often recruited
‘“word of nmouth’ through famly and/or friends. The

reason why these network actors are popular may reflect
the confidence and trust they inspire, rather than their
particular specialism or value. This, therefore,
provi des another inportant |l esson for the support
provi ders. That is, it is inportant to establish a
presence which <can offer the confidence and trust
required. This is undoubtedly a particularly difficult
probl em for governnental organisations who are wusually
the subject of a distrust on the part of business
owners. ® However, a long established, preferably |oca
presence, which is seen to benefit businesses and which
can develop positive recommendations through word of
mouth, will allow for a greater chance of success wth
ethnic mnority businesses (see Section 7.3.1).

7.2.3 Awareness of ‘Less Conpul sory’ Support Providers
The awareness of ‘less conpul sory’ support providers such

as Business Link, TECs, Enterprise Agencies and the
busi ness support charities such as the Princes Youth

Busi ness Trust, was generally |ow For exanple, |ess
than a third of business owners (32.2 per cent) were
aware of Business Link (Table 7.2). There was also a

significant difference between the boroughs wth just
under two out of five firnms aware of Business Link in
Lanmbeth (37.9 per cent) conpared to just over a quarter
in Southwark (26.5 per cent). Since Business Link is
the main provider of governnment sponsored support
services to businesses these figures nust be seen as
qui te concerning.

Table 7.2
Awar eness and Use
of Support Providers in Last 12 nonths
Per cent
Lanbet h Sout hwar k Tot al
Aware | Used | Awar | Used | Awar Used
e e
Busi ness Link 37.9 11.2 | 26.5 0.9 32.2 6.1
Counci | 39.7 6.0 [ 38.9| 0.9 | 40.0 3.5
PYBT 31.0 1.7 [30.1] 5.3 | 30.0 3.5
Chanber 16. 4 3.4 | 23.0| 3.5 | 20.4 3.5

108 Scase, R and CGoffee, R (1987) The Real World of the Small Business
Owner, Routl edge, London.




LSBS 18. 1 3.4 14. 2 2.7 17.0 3.1
Sout hwar k Credi t - - 15.9 | 2.7 | 15.8 2.7
Uni on

Focus TEC 9.5 1.7 17.7 | 1.8 13.9 1.7
El ephant Enterprises - - 8.8 0.9 8.8 0.9
Thr eshol d 7.8 0.0 - 0.9 7.8 0.9
I nstant Muscl e 5.2 0.0 - - 5.2 0.0
Total Support - 19.0 - 12. 4 - 15.7
N= 116 116 113 113 229 229
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark
Sur vey

The awareness of the enterprise agency, Lanbeth and
Sout hwar k Busi ness Services, and the TEC, FOCUS Centra
London, were also very low (Table 7.2). Lanbeth and
Sout hwar k Busi ness Services, in particular, which was
responsi ble for delivering governnent sponsored support
services to firms wth wunder 10 enployees (a |large
majority in the current sanple), had a low |evel of
awareness wWith only just under one out of five firns
aware of it (17.0 per cent). An even smaller proportion
(13.9 per cent) were aware of the TEC, though the latter
did not tend to provide services directly to businesses,
rather they were provided through contract consultancies,
training providers etc. The | ocal chanbers of comerce
did slightly better with around one out of five firns
aware (20.4 per cent).

Sonmewhat surprisingly, only two out of five (40 per cent)
busi nesses were aware of their |ocal council, though
‘“awareness’ in this instance was related to the provision
of business services rather than the regulatory and
service functions normal |y associated wth | ocal
authorities (Table 7.2). However, this is far from cl ear
since awareness of the councils did not vary between the
boroughs despite the finding that Southwark council was
nore active in providing business services than Lanbeth
counci | . Southwark Credit Union, for exanple, were
affiliated to Sout hwark Council (see Part Eight). Nearly
a third of the business owners (30 per cent) were aware
of the Princes Youth Business Trust (PYBT). This was by
far the best well known charitable provision of business
hel p, probably because of its high national profile, and
was rmuch higher than the other charities: El ephant
Enterprises (8.8 per cent), Threshold (7.8 per cent), and
I nstant Muscle (5.2 per cent), though the latter tend to
be nore locally based <covering relatively smaller
geogr aphi cal areas.

7.2.4 Use of ‘Less Conpul sory’ Support Providers



The use of the ‘less conpul sory’ support providers in the
last 12 nonths was also very low (Table 7.2). Only 15
per cent of the business owners used any of the support

providers listed in Table 7.2 in the last 12 nonths.
Therefore, a vast mpjority (85 per cent) had no contact
wth any of these support providers at all. Busi ness

Link was the nost frequently used, with 6 per cent of the
busi nesses owners using its services. As wth awareness,
there was a big difference between the boroughs. Over
one in ten businesses in Lanbeth (11.2 per cent) had used
Busi ness Link, conpared to one per cent in Southwark (0.9

per cent) (Table 7.2). The particularly low use of
Busi ness Link services is concerning. In other recent
research of small businesses’ wuse of Business Link

services nationally, just under a quarter (22.4 per cent)
had contacted Business Link in the last 12 nonths. %
However, it also has to be noted that a mpjority of the
sanple had 10 enployees or below and Business Link
services were primarily ained at businesses with above
this nunber of enployees, though new | egislation may nean
that this is about to change. !

The other support providers had an even |ower |I|evel of

use. The councils (3.5 per cent — 6 per cent in Lanbeth
and 0.9 per cent in Southwark), PYBT (3.5 per cent), the
chanbers of comerce (3.5 per cent), Lanmbeth and

Sout hwark Business Services (3.1 per cent) and the
Sout hwark Credit Union (3.1 per cent) were all used by
about 3 per cent of the sanple. The |low |evel of use of
Lanbeth and Southwark Business Services is again
concerning. As noted above this is the main provider of
gover nnment support for businesses below 10 enployees in
Lanbeth and Sout hwar k. However, 1its |ow usage nmaybe
mtigated by a fairly limted commtnent to business
support provision to firns of this size by the governnent
(see Part Eight), though, again, this mght be about to
change (see footnote 12). The ot her agencies, appeared
to have an even |lower |evel of take-up. For exanple, the
charities, El ephant Enterprise (0.9 per cent) and
Threshold (0.9 per cent), had | ess than one per cent take
up. Nobody in the sanple had used the services provided
by Instant Miscle. The apparent |ow usage of the
charities in the survey probably reflects their |ower
profiles (when conpared to PYBT) as well as the type of
clients they were helping (rather than the services they
provided). That is, their services were largely ained at

109 Fitchew, S and Blackburn, R A (1997) Small Firms in Services,
Smal | Busi ness Research Centre, Kingston Business School, Kingston
Upon Thames, March.

110 See: DTl (1998) CQur Conpetitive Future: Building the Know edge
Driven Econony, DTI, London.




the socially and educationally disadvantaged (see Part
Eight), individuals who are likely to have | ess chance of
busi ness success in the |onger term !

7.2.5 The Use of Support Providers By Ethnicity, Gender,
Si ze and Sect or

The use of support services varied according to ethnic
group (Table 7.3). The Black British were the nost
frequent users of support services and Asians were the
| east frequent. Nearly a third of the Black British
(32.1 per cent) used external support conpared to one in
twel ve Asians (8.1 per cent). The nost likely reasons
for this difference may relate to the relative age and
levels of assimlation into British culture of the two
gr oups. The Black British were the youngest business
owners on average and were the nost likely to seek help
from charities helping young people set up in business,
nanely the PYBT (21.4 per cent). They al so consider
thensel ves, by definition, British and therefore may have
felt nore likely to have an association with mainstream
support providers. Asians, on the other hand, were ol der
on average and nore likely to be first generation. The
Bl ack Cari bbeans and the Black Africans had an average
use of support services (about 15 per cent) (Table 7.3).
There was also a difference in the take up of support
services and gender (Table 7.3). Nearly a quarter of the
femal e entrepreneurs had used support in the |ast twelve
months (22.4 per cent), conpared to just over one in ten

mal es (13.1 per cent). VWnmen were also nore likely to
use support from each of the nmain support providers,
i ncl udi ng Busi ness Link. This appears to suggest that

the women were nore likely to seek external help when
they had a busi ness problem than the nen in the sanple.

The use of support services also varied according to firm
size, as neasured by enployee nunbers (Table 7.3). As
expected the smaller businesses were the least likely to
use external support and the |arger businesses were the
most |ikely. More specifically, whereas just over one in
ten businesses with no enpl oyees used support in the |ast
12 nonths (11.8 per cent), around a third of businesses
with over 10 or nore enpl oyees had used support (33.3 per
cent). Indeed, there was a positive relationship between
firm size and the take wup of support in the size
categories in between. The higher take up of externa

support by larger small businesses has been noted in
numer ous other studies. It nost likely reflects the

11 sStorey, D (1994) Understanding the Small Business Sector,
Rout | edge, London.




adoption of a nore outward | ooking professionally managed
style in larger firns conpared to a nore introverted
personal ‘fortress nentality’ approach typified by many
smal | er business owners. !!? It may also reflect time
constraints on smaller business owners (see Section
7.3.1).

112 Scase, R and Goffee, R (1987) The Real Wrld of the Small Business
Owner, Routl edge, London.




Table 7.3
Use of the Support Providers
Per cent
(7] —_ — —
L X — ()] —
cC C (&) .g — O
—— c = [9)] c
g— |3 E S %) 55 1
B |8 o (@) - [ p) z
Bl ac k 10.7 | 3.6 21. 3.6 7.1 32.1 28
British
Bl ack 10.0| 2.0 | 2.0 6.0 | 4.0 | 16.0 | 4.0
Cari bbean
Bl ac k 4,2 2.8 | 1.4 | 1.4 4,2 15. 3 72
Af ri can
Asi an 1.6 4.8 - 1.6 - 8.1 62
12. - . - 12 1
Q her 5|1 6.3 6.3 5 6
Mal e 4.8 1.8 [ 2.4 | 1.2 3.0 13.1 168
Fenmal e 8.6 8.6 | 6.9 | 10. 3.4 22. 4 58
3
No enpl oyees 5.9 | 5.9 | 2.0 - - 11.8 51
1_ 4 3.3 2.5 5.0 3.3 3.3 14. 2 120
enpl oyees
5-9 enpl oyees 8.1 |27 [20. [81] 27| 16.2 | 37
7
10+ enpl oyees 19.0 | 4.8 - 4.8 | 9.5 33.3 21
Ret ai | 3.2 4.2 |14.2 | 3.1 2.1 13.7 95
Consuner Service 2.0 - 2.0 - - 6.0 50
Bus. and Prof. Servs 14.7 | 5.9 | 8.8 | 14. 8.1 38.2 34
7
Hosp. and Ents. 5.3 - - - 5.3 5.3 19
Creative |nd. 18. 2 - - - - 18. 2 11
Manuf act uri ng 7.1 | 14. - - 7.1 | 21.4 14
3
Tot al 6.1 3.5 3.5 3.5 3.1 15. 7 -
N= 14 8 8 8 7 36 229

Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark Survey

Further analysis of the results suggest that the use of
Busi ness Link services increased significantly for firns

with 10 or nore enployees. I ndeed, this is as expected
since Business Link's services are naminly targeted at
this group. However, Business Link also provided

services to sone snaller firns, perhaps through their
referral service (see Part Eight). The high proportion



of busi nesses using PYBT within the 5-9 enpl oyee sizeband
al so appears encouraging. Since nost PYBT applicants
usually start with no enployees this finding may indicate
that business owners wusing the PYBT programme are
achi eving grow h. Simlarly, the largest group who used
Lanbeth and Sout hwark Business Services in the last 12
mont hs had 10 or nore enpl oyees. Since its services are
mainly geared at business with less than 10 enpl oyees,
this may indicate that it its activities are having
success. However, it may also indicate that growth
orientated businesses are nore |likely to use external
support services.

The use of support services in the last 12 nonths also
varied according to economc activity (Table 7.3). The
take up of support appeared nore conmon in the know edge
based activities — business services, creative industries
— and less popular in nore |abour intensive industries.
For example, nearly two out of five firns in business
services had used support in the last twelve nonths (38.2
per cent), conpared to 5.3 per cent in hospitality and
entertainment and 6 per cent in consuner services. This
finding probably reflects the fact that business owners
in the former sectors are slightly better educated than
busi ness owners in the latter (see Part Two), and are
therefore nore likely to see external help and advice as
desirabl e.

7.3 Support Provision: Experiences, Problens and
Suggesti ons

This section considers the business owners’ experiences
and problenms with existing support provision and also
| ooks at their suggestions for inprovenent. As a result
of the research design and the conplexity of the issues
involved the section necessarily adopt s a nore
qualitative approach. More specifically, it uses
information gathered through the face-to-face interviews,
focus groups and qualitative questions in the telephone
i nterviews. Since a majority of the sanple had not used
external help in the last twelve nonths, the section
considers the opinions of non-users first, then noves on
to those who have used support provision. The section
al so considers issues of delivery and content. Non-
users, by definition have never, or rarely used, support
services and therefore cannot accurately discuss the
content of service provision (though they may still have
an opinion on what services should be available).
However, they can comment on the way services should be
delivered such that they would be nore likely to take



them up. Users can coment on both delivery and content,
but the discussion of delivery issues between non-users

and users were broadly simlar. Ther ef or e, t he
di scussion of non-users wll concentrate on delivery and
the discussion of wusers wll concentrate on content.

However, for those who are interested, the issues of
delivery and content are presented for both non-users and
users in Figures 7.1 and 7. 2.



Figure 7.1
The Opi nion and Suggestions O Non-Users of Support
Provi si on

Opi ni ons

Unawar e/ never used (14) (d)

Not useful (6) (c)

Not relevant to business/Do not understand busi ness needs
(3) (c)

There to make noney out of businesses (2) (d)
Support providers are dishonest (2) (d)

Not supportive of ethnic mnority businesses (1) (d)
High rates (1) (c)

Bureaucratic (1) (c)

Too renote (1) (d)

They do not want to help small business (1) (d)

Usef ul / Hel pful (6) (c)
Suggesti ons

Rai se Awar eness/ | nprove communi cation (20) (d)

Provi de sector relevant, high quality, advice (9) (c)
Provide funding (8) (c)

Do not need help (5) (d)

Provide help to find funding (5) (c)

Hel p business to grow (3) (c)

Do not charge for services (2) (d)

Est abl i sh business forum (2) (c)

Be nore supportive of ethnic mnority businesses (2)
(d/c)

Be prepared to listen to growth plans/ be encouragi ng (2)
(d)

Provi de help with business planning (2) (c)

Provide help with advertising/ marketing (2) (c)

| nprove | anguages (1) (d)

| nprove | ocal parking facilities (1) (c)

Reduce business rates (1) (c)

O fer nore education to banks about ethnic groups (1) (c)
Must be visible on the ground (1) (d)

Source: Ethnic Mnority Businesses in Lanbeth and Sout hwark Survey.
Note: First bracket relates to the nunmber of nmentions. Second
bracket refers to whether the opinion/suggestion relates to delivery
(d) or content (c).




7.3.1 The Non-Users: |ssues of Delivery

A large majority of the sanple (85 per cent) had not used
any external support in the last twelve nonths (Table
7.2), nor were there many indications that they had used
support prior to this period. This section considers why
t hese business owners have not used the services of
Busi ness Link, Lanbeth and Southwark Business Services
and ot her support providers, and offers sone suggestions
for inprovenent.

Awar eness and Tr ust

The mai n reason given by the business owners for why they
had not taken up support services was a basic |ack of

awar eness. More specifically, on being asked their
opinions on the support providers the business owners’
main response was that they were ‘unaware’, and their
mai n suggestion for I mpr ovenent was to ‘raise
awar eness/i nprove conmmunication’ (Figure 7.1). O hers

commented that support agencies were ‘too renote’
Awareness in this context nay have neant either not

havi ng heard of support providers names — Business Link
FOCUS etc. — or having little or no idea about what these
organi sations did. This problem is particularly

concerning since many support organisations are actively
involved in marketing their services to businesses
t hroughout the area. The following represent typical
responses fromthe business owners:

“I just wanted to find out, what happened to the
Busi ness Links and all the government services? \Were
are they? I don’ t know’ (Black Caribbean
pr of essi onal services).

“It would be nice for these organi sations to nake
t hensel ves better known” (Asian, creative industries,

1 enpl oyee).

“What do they offer? | really don’t know anything
about them My lack of know edge prevents ne. Are
they any use? | get clients sonetinmes who' ve gone to

these people and they’ ve done a business plan and it’s
not really up to scratch and these people have
approved it. | have just thought 1'Il get on with it
and do nmy own thing and |leave them to theirs” (Black
African, professional service, 8 enployees).

“Most of these organisations are essentially for
start-ups. They do not appear to assist you when you
really need them You need finance and they cannot
help with the hard cash needed for restructuring”
(Black African, consumer services, 6 enployees).



Anot her problem which concerned the business owners was
one of trust. For exanple, the business owners suggested
that the support agencies were ‘there to make nopney out

of businesses’, ‘support providers were dishonest’ and
were ‘not supportive of ethnic mnority businesses’
(Figure 7.1). This issue appeared to have a nunber of
different elenents to it. First, it is well docunented
t hat mainstream smal | business owners have a distrust of
governnent and governnent funded organi sations. At the
very | east the governnent IS considered to be

bureaucratic and is seen as the very antithesis of the
flexible and infornal style advocated by Dbusiness
owners. ®  Second, this problem appears to have been
conpounded for ethnic mnority business owners. Evidence
from one of the focus groups suggested that many
respondents thought that governnent agencies have a
raci st agenda. This relates to range of experiences
with, for exanple, local authorities, the police, and as
a legacy from events such as the early 1980s riots.
Furthernore, the business owners again expressed that it
was difficult to develop trust and confidence in |ocal
support providers when they l|acked visibility over a
reasonable tinme period. Trust and confidence were often
related to knowi ng particular personalities in the |oca
community rather than facel ess organisations. The result
was that when the business owners were asked to talk
about advice and support services, they rarely talked
about governnent agencies (Business Links, TECs etc.),
but rather focused their attention on the devel opnent of
a local, comunity based, self help groups. One business
owner articulated the followng comonly held view about
est abl i shed support providers:

“people get a bit suspicious [of support providers]
because of the past track record of these kind of
t hi ngs. It again cones down to ny argunent of trust
and understanding ...1f the people are here today gone
tonorrow, people get suspicious. But if you have been
around a long time, even a white, pink, red face,
working with the people, the trust and confidence wll

cone. I wouldn’'t take it personal that they are
sayi ng t hese t hi ngs [criticising t he support
providers], they are just very suspicious because here
is another face, we'll see it today, and six nonths
down the line, will we see that face, we won't” The
respondent then went on to say: “It is the sane old

thing, it’s networking, you ve got to be there all the
tinme building up confidence and trust and if your not
then it is no good” (Black Caribbean, professiona
services, x enpl oyees).

113 Scase, R and Goffee, R (1987) The Real World of the Small Business
Owner, Routl edge, London




The problem for support providers in raising awareness
and building trust anobngst ethnic mnority businesses
relates, to a large degree, to the conmunication channels
used, the extent to which they are prepared to imrerse
thenselves in comunity issues, and a Jlonger term
commtnent to developing a credible presence in the
ar eas. The nost effective channel of conmunication for
t he busi nesses was undoubtedly word of nouth. Word of
mout h provides information which the business owners feel
they can trust, it is seen as relevant and reliable, in
contrast to nore renote formal mainstream channels.
There are a nunber of suggested solutions to this
pr obl em At the sinplest |evel support agencies should
make nore use of nedia and networking occasions used by
the ethnic mnorities in Lanbeth and Southwark. This may
include, for exanple, using Choice FM and a nunber of
respondents even nentioned |local churches. Anot her
suggestion is for the support providers to tap into those
network relations that the business owners use already.
As was argued in Section 7.2.2, this nmay nean encouragi ng
accountants, solicitors and bank nmanagers to take a nore
active role in pronoting support services, though as al so
noted, sone of these agencies may be reluctant to co-
operate because they believe thenselves to be in
conpetition with, for exanple, the Business Links.

Anot her suggestion, which inplies significant resource
commtnent, and which canme out strongly in the focus
groups, is for support agencies to develop a much nore
| ocalised community based focus. Currently, all the
maj or support providers are based either in central
London or away from main comunity centres. This gives
the inpression of renpteness and a lack of concern for
issues as they are perceived at ground Ilevel (this
accusation is far from new, yet none-the-less highly

i nportant). Greater success would be achieved if the
support agencies could develop a credible, trusted, and
long term presence in the local comunities. This may

mean, for exanple, the developnment of a ‘advice and
support shop front’ in each of the main |ocal conmunities
(Brixton, Streatham Peckham) providing quality advice
and support such that it encourages positive word of
nouth referrals. This nodel could be devel oped through
the Lanbeth Small Business Gowth Initiative in Brixton.

The final suggestion is to make nobre use of outreach
wor K. In Part Eight it is noted that the support
providers proposed a tw tier delivery nodel. They
suggested that first generation business owners or owners
of smaller mcro businesses who are not famliar wth



existing support provision nay benefit from advisers,
perhaps who are from the sane ethnic background as the
busi ness owner (see Section 7.3.4), visiting their
prem ses, talking through the business’s situation and
advising on the support avail able. Thi s approach woul d
give advice a tangible quality and would ensures that
busi ness’s needs are being net practically, rather than
delivering a sinple top down ‘this-is-what's best for
you’ approach. This my nean the extension of the
Personal Business Advisors network, operated through
Busi ness Link, to smaller firmns.

Time and the 'Fortress Mentality’

Beyond the problens of awareness and trust, however, are
a nunber of other problens which prevent business owners
from using established support provision. It is well
docunented that small business owners do not have the
time to be away from their businesses.'® A well used
exanple is that if an owner-manger with three enpl oyees
decides to undertake a days training, then a quarter, and
potentially the nost inportant part, of the |abour force
is lost. As noted in Section 7.2.1 small business owners
are often nore concerned about concentrating their
energi es on neking sure the business survives or achieves
success than gai ning outside help:

“When [you are] busy running a business, you are about
surviving. Wen you [are] busy running a business the
reality is that you do not have the tine to go | ooking
for consultancy. You are about surviving, |ooking at
cash flow It is only when you get to a certain
| evel, when things are running in order, can you sit
down and find out who is doing what” (Black African,
consumer services, 6 enployees).

Furthernore, and perhaps nore fundanental, is a genera

reluctance on the part of small business owners to take
external advice. As was noted in Section 2.8 nmany
busi ness owners start their venture because they value
autonony and independence. The devel opnent of the
busi ness then becones a reflection of their own identity
and success and failure is taken in a very personal

manner . Research has shown that the owners’ high |evel

of personal involvenment in their businesses neans that
they are often reluctant to let other people give them

114 curran, J, Blackburn, R A, Kitching, J and North, J (1996)
Establishing Small Firms’ Training Practices, Needs, Difficulties and
Use of Industry Training Organisations, Department for Education and
Enpl oynent, London.




advice about the running of their business.!® As one
respondent suggest ed:

“one of the disadvantages in having the experts coning
down [from Central London], like to [ny] business, and
|’ ve been doing ny business for 15 years, is that the
experts come in a tell me how to raise insurance, how

to do this, or even how to do the narketing. I know
all this, | know about all ny existing client bank

The thing is your own business is so personal, how I
run ny business is so personal, and some of the
clients I work for, some of the stuff | do is so
confidential, that | can’t have outsiders telling ne,

do this, do that, for ny clients, because |’'ve built
my business up the way | do it” (Black Caribbean
pr of essi onal services).

Support providers are well versed with these problens and
have adopted a nunber of solutions. The main response
has been the targeting of advice and support provision. !
For exanple, Business Link targeted firnms with over 10
enpl oyees and with a growh orientation. Undoubt edl y
|arger firnms have the resources to accept external advice
and may be nore likely to have a professional (rather
t han personal ) managenent set up whi ch val ues
intervention of this kind. The problem for ethnic
mnority businesses is that a vast mmjority have |ess
than 10 enployees and nost have very personalised
managenent (see Section 3.3). At the broadest |evel, the
solution maybe to concentrate on particular sectors.
Know edge based activities such as busi ness and
pr of essi onal services and the <creative industries
appeared nore active in their use of support services.
At a nore specific level, outreach work nmay be used to
find out information on the business owners’ educationa
background, growh orientation and general |evels of
accept ance of external help.

The final point in this section concerns business owners’
perceptions of the support agencies. It has been
hi ghlighted that nost of the business owners were unsure
as to what the support providers did. However, on being
pressed it was clear that nopst businesses owners
associ ated support agencies wth providing grants to
smal | busi nesses. Though grants are available to sone
busi nesses under some programmes this is far from common

115 1 jghtfoot, G (1996) ‘ Managenent, Know edge and Control in Snal
Firms: The Problemw th Professional Advice', Paper presented to the
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practice nowadays and this may be an issue which support
provi ders wi sh to address. For exanple, on being asked
what support providers could do for the businesses a
comon response was to provide them wth financial
assi st ance, perhaps reflecting the frustrations of
rai sing finance from ot her sources:

“1 think the governnent should actally set aside a
departnent, whereby they’'ve got sonme budget, sone
noney to hel p businesses. [ Perhaps] nothing for the
first two years to see if they're succeeding, funding
to actually inprove the business and [make it] grow
(Bllack African, consumer services, 6 enployees).



7.3.2 The Users: |ssues of Content

Around 15 per cent of the business owners had used
established support provision in the last 12 nonths
(Table 7.2). For sone businesses this may have neant a
sinple five mnute enquiry, for exanple, wth the
Busi ness Link's referral service. For others it may have
meant full participation on a formal programme of
busi ness assi st ance. The nature of the relation the
between the business owner and support provider wll
steer, to a large extent, the forners’ ability to talk in
detail about the latter. However, all rel ations,
regardless of their content or extent wll nmke an
i npression on business owners which will undoubtedly be
passed on informally to other business owners through
word of nout h. Busi ness owners opinions on the content
of service provision can be broken down into two main
areas. These are: (1) the business owners’ judgenents as
to the usefulness or value of the service received and
(2) the services that the business owners think should be
on offer.

On being asked to comment on the quality of the services
on offer the business owners offered nore negative than

positive comments. Moreover one of the nost popul ar
opi nions was that ‘support was not helpful’ (Figure 7.2).
Unfortunately this is not particularly useful. However

on unpacking this further sone reasonably famliar thenes
ener ge. For exanple, a nunber of business owners
commented that the support on offer was ‘not relevant’ to
their Dbusi ness. This may reflect a genuine problem

Governnment provision has reqgqularly been criticised for
being too ‘top down’ and prescriptive and |acking the
flexibility to meet  businesses’ genui ne  needs. '’
However, this criticism my also reflect the business
owners’ characteristics alluded to in Section 7.3.1

That IS, because business owners consi der their
enterprise to be highly personalised and unique, non-
specialist programes may be considered inappropriate
even when in reality they would provide benefits (this
provides a good exanple of the differences between
‘wants’ and ‘needs’). The opinion that his business was
too unique for business support was articul ated by one of
t he respondents:

“...we don't use Business Link because we're in a very
uni que narket situation. Unl ess they’ ve got somneone
in there that has experience in our type of business

17 curran, J (1993) ' TECs and Small Firns: Can TECs Reach the Smal |
Firmse Oher Strategies Have Failed To Reach?', Paper presented to the
Al Party Social Science and Policy G oups, House of Commons, April.




which is very much emerging, it's a first. If there
was sonet hing specific that we thought Business Link
could advise [us on] then we would go to them” (Bl ack
Cari bbean, creative industries, 12 enpl oyees).

One way round this problem may be to devel op programres
which are tailored to highly specific business needs
where the relevance is highly denonstrable. This may
nmean, for exanple, consulting wth trade associations and
delivering services at particular sectors and sub-sectors
tied in with particul ar topic speci al i sns.
Hypot hetically one programre could be ‘raising finance in
new busi nesses in the retail sector’.

The results were not all negative. A nunber of business
owners who used support services suggested they were
‘good’, ‘OK, and ‘constructive’. For exanple, the
foll ow ng respondent suggest ed:

“Business Link, |I found themto be very good, very
prof essi onal , very
know edgeabl e” (Bl ack Caribbean, professional service,

7 enpl oyees).
The point here, however, is that all interventions have
to be seen as positive. Though realistically this is
never going to be the case the support agencies nust
strive to be as effective as possible. As noted, the
i nportance of word of mouth as a neans of communicating
information between firns cannot be understated. The
business owners are as, if not nore likely, to
communi cate their negative experiences about established
support providers than their positive ones. It is

inmportant therefore that the support agencies build on
their successes to develop the informal referrals they
require.

Figure 7.2
The Opi ni ons and Suggesti ons of Users of Support
Provi si on

Opi ni ons

Support Good/“ OK' /Fair/ Constructive (7) (d/c)
Support not hel pful (6) (c)

Support not relevant to business (2) (c)
Providers are untrustworthy (1) (d)

Very costly (1) (d/c)

Suggesti ons




Provide nore information about services/Raise

Awar eness/ Try to be nore accessible — especially ethnic
busi nesses (4) (d)

CGet to know the needs of businesses/Provide appropriate
advice (4) (d/c)

Ofer free services (2) (d)

Provi de i nformati on on how busi ness can get ‘proper’ help
(1) (d)

They should give nore tinme to businesses (1) (c)

Hel p with business planning (1) (c)

Help with staff training (1) (c)

Do not harass snall businesses (1) (d)

Provide financial help (1) (c)

Source: Ethnic Mnority Businesses in Lanmbeth and Sout hwark Survey
Note: First bracket relates to the nunber of mentions. Second
bracket refers to whether the opinion/suggestion relates to delivery
(d) or content (c).

This leads nicely to the issue of paying for services and
the value that owner nanagers place on the services

recei ved. There are two schools of thought on this
issue. The first is that sone business owners will only
use support services if they are free. There was

evidence from the tel ephone interviews that the business
owners thought support services were ‘too costly and
that they should be ‘offered free of charge’ (Figure

7.2). This wll certainly apply to many of the
busi nesses in the study since they are trading at such
low levels that any additional expenses wl| be
prohi bitive. The second issue, which was supported by

anecdotal evidence from the support providers, was that
if no charge is made for their services then the business
owners place |esser value on the service benefits. The
business owners are also less inclined to commt
t hensel ves such that the benefits are realistically
achi evabl e. Unfortunately both these argunents are
probably correct and the issue is one of balance.
However, before any charge can be nmade for services the
support agencies have to develop the credibility required
to ensure that it is feasible. At this point a certain
anount of pragmatismis required in deciding on the costs
of a specific intervention in relation to a carefully
defined target group

Central to effective business support provision 1is
devel opi ng programmes and support which effectively neet
busi nesses needs. This report has anal ysed the business
owners’ characteristics, growmh aspirations and problens
faced and this has pointed to a nunber of areas which may
justify intervention. For exanple, access to fornal
fi nance has been argued to be a significant constraint on




the businesses growh. The business owners also
menti oned problens developing and establishing their
busi nesses because they were relatively new They al so
ment i oned pr obl ens recruiting and devel opi ng t he
appropriate quality staff. Beyond issues such as
providing ‘financial help’, ‘help with business planning
and ‘help with staff training’ (Figure 7.2), however, the
busi ness owners also raised other issues. For exanpl e,
in Part Four it was noted that ethnic business may have a
greater chance of achieving ‘break-out’, or higher value
mar kets by serving nore business custoners. This point
was al so noted by sone of the business owners:

“...1 think one of the things that they could do is
create network opportunities for snmaller businesses to
get to know what is going on in big business. It is
on that personal level that you do business. So [it
could be] a conference or sone sort of event [for]
smal | businesses to look at how they could supply
services to larger businesses” (Black Caribbean,
pr of essi onal services, 7 enpl oyees).

7.3.4 Ethnically Sensitive Support Provision

One of the main issues concerning the delivery of support
services to ethnic mnority business owners was whether
take-up would be increased if services were directly
delivered by an individual (s) from the sane ethnic group

as the owner-nmanager. In Part Eight it is argued that
the answer may be yes for sone groups and no for others
(see Section 8.3.3). Moreover, it 1is suggested that

first generation and owners of smaller start-up and mcro
enterprise may be nore willing to accept support if it is
provi ded by outreach workers from the sanme ethnic group
as the owner nmanager. This approach is seen as nore
suitable because it avoids language and cultural
problens, it allows an intinmacy of contact through which
trust and credibility can be established, and finally it
allows for greater sensitivity to individual business and
ot her needs. For other business owners, however, who are
perhaps |larger, growng and generally nore established
there may be less need for an ethnically sensitive
approach sinply because these business have aspirationa
and behavioural patterns very simlar to the nmainstream

The results from the businesses research on this issue
were very mxed reflecting, to a large degree, the
conplexity of the issues involved. When asked a sinple
question ‘would you be nore or less likely to wuse
external advice and support if their staff were from your
own et hnic background, or would it nmake no difference?



a significant majority (85.7 per cent) suggested that it
woul d nmake no difference, though 6 per cent suggested
they would be nore likely and 8 per cent did not know
(Table 7.4). This suggests that it is not particularly

inportant to use ethnic mnority personnel in support
delivery. However, sonme ethnic groups were nore |ikely
to suggest it would make a difference, or that they were
unsure. For exanple, over one in ten Black Africans

(12.3 per cent) suggested it would nake a difference.
Just over one in five Black Caribbeans suggested it woul d
make a difference or that they were unsure (20.2 per

cent). The Black British and the Asians appeared |ess
concer ned.
Table 7.4
Wul d The Use of Support Providers From
Sane Ethnic G oup Make Any Difference to
Your Take Up of Support?
Per cent
No Yes Don’ t N=
Know
Ethnicity
Bl ack 85.0| 5.0 10.0 20
British
Bl ack 78.8 ] 9.1 12.1 33
Car i bbean
Bl ack 84.2 ] 12.3 | 3.5 57
African
Asi an 87.8 - 12.2 49
100. - - 15
O her A
Tot al 85.7 | 6.3 8.0 100
N= 150 11 14 175
Source: Ethnic Mnority Businesses in Lanbeth and Sout hwar k
Sur vey

However, the results fromthis question have to be | ooked
at from a slightly different perspective. Resul ts
presented in Section 7.2.4 suggest that many of the
busi ness owners have never used established support
services and it is likely that many do not intend to use
themin the future. G ven sone business owners’ genera
antipathy to established support it is wunlikely that
using nore ethnic mnority personnel to deliver services
woul d make any difference to their take-up. However, for
ot her business owners, who are perhaps in need of support




and are considering using external help, the use of
ethnic mnority personnel may make a difference to take-

up. Results from the focus groups appeared to confirm
this. Those business owners who offered an opinion
suggested that wusing ethnic mnority personnel was
i nportant. However, there appeared to be a general

reluctance to admt that this was an issue, perhaps,
because it was not seen as a positive ‘business’ approach
(see also Section 2.8). Overall, the feeling from the
research is that using ethnic mnority support providers
is an inportant, though not crucial, step in inproving
the participation of ethnic mnority entrepreneurs in the
support delivery process. Used in conjunction with a
nunber of the other policy suggestions identified it may
have an i nportant inpact.

7.4 Summary

Part Seven has considered the business owners’ awareness,
experiences and opinions of support provision in Lanbeth
and Sout hwark. The section began by arguing that support
provi sion could be divided into ‘nore conpul sory’ support
provi ders: accountants, solicitors, banks managers, trade
associ ations; and ‘less conpulsory’ support providers:
Busi ness Links, enterprise agencies, TECs, chanbers of
commerce and the charities, for exanple, Princes Youth
Busi ness Trust.

As suspected ethnic mnority businesses in Lanbeth and
Southwark were mnuch nore likely to use accountants,
solicitors and bank managers for advice than Business
Links and TECs etc. This, it was argued, was because
busi ness often use the forners’ services to conply, for
exanple, wth governnment regulation. Through rel ations
of this kind the business owners often devel oped personal
[ inks which were then used to illicit other fornms of nore
general business help and support. The busi ness owners
were also nore inclined to use personal and informa
contacts, business colleagues, famly and friends, for
advice and support than established support bodies
denonstrating the extent which they rely on word of nouth
as a source of business information. This information
may not be highly specialist, yet at least it is seen as
credi ble and trustworthy.

The busi ness owners awareness of the established support
agencies was surprisingly |ow Less than a third of the
owners were aware of Business Link, less than one in five
were aware of the enterprise agency, Lanmbeth and
Sout hwar k Busi ness Services; around 13 per cent were
aware of the TEC, FOCUS; and less than one in ten were



aware  of the business support charities El ephant
Enterprise, Threshold and Instant Muscle. However, two
out of five owners were aware of their council, though it
was unclear whether this awareness related to their
busi ness services or regulatory function, and three out
of ten were aware of the Princes Youth Business Trust.

The business owners’ use of established support providers
was even lower. Only 15 per cent of the business owners
had used ‘less conpul sory’ support providers in the |ast
12 nonths, indicating that a large ngjority of the sanple
had received no advice and support from the established
agencies in the sane period. Busi ness Link was the nost
frequently used support provider though only 6 per cent
of t he busi ness owner s had used its services
(interestingly 11 per cent of businesses in Lanbeth had
used its services conpared to less 1 per <cent in
Sout hwar k) . The local councils, Princes Youth Business
Trust, the chanbers of comerce, Lanbeth and Southwark
Busi ness Services were used by about 3 per cent of the
busi ness owners and the other support charities, Elephant
Enterprise, Threshold and Instant Miscles were used by
about 1 per cent of the businesses or not at all.

The nost obvious reason for why there was such | ow usage
of established support services related to awareness. |f
awareness of the services on offer is insufficient then
clearly business owners are not going to take them up.
In many cases the business owners suggested that the
support agencies were sinply there to provide funding,
hi ghli ghti ng how many of the business owners also shared
m s-concepti ons about what they did.

The research al so suggested that the business owners had
a general distrust of the support agencies. This, it was
argued, nmanifested itself at a nunmber of different
| evel s. Business owners are often characterised as
having a basic distrust of governnent organisations. For
exanpl e, governnent agencies are seen as being overly
bureaucratic, the very anti-thesis of the flexible small

firm Ethnic mnority business owners nmay also have
reservations based on past episodes of discrimnation,
for exanple, concerning treatnent by the police etc. I n

other words, their reluctance to use support agencies may
reflect a lack of trust in any agency that represents

‘“the state’. The business owners al so suggested that it
was very difficult to trust organisations which had no
long term presence in the local community. As far as

these respondents were concerned the support agencies
were there to help ‘other businesses’, were facel ess, and
had uncertai n objectives.



Beyond the issues of awareness and trust, the business
owners’ reluctance to use support agencies were often
simlar to findings reported in research on nmainstream
smal | busi nesses. Mre specifically, the business owners
were often nore concerned wth ensuring that their
busi nesses had enough custoners to survive rather than
accepting external help. Though intervention may prove
highly beneficial to businesses at this stage, they
clearly believed that their tinme was nmuch nore wsely
spent running the business. In other cases the business
owners’ reluctance to take up business support reflected
a general lack of wllingness to accept outside help.
Mor eover, many respondents felt very personal about their
busi nesses and accepting advice was interpreted as an
unacceptabl e adm ssion of failure. In practice, the
busi ness owners would often refuse advice and support
because it was not seen as ‘specialised enough for the
requi renments of the business.

Part Seven also offered a nunber of potential policy
suggestions for inproving the efficacy of support
servi ces. First, a nunber of practical suggestions were
of fered about how to raise the awareness of, and build
trust in, the support agencies and their services.
Briefly, it was argued, that the support agencies should
(1) use nedia nore commonly used by the ethnic mnorities
(2) use the agencies where the businesses would nornmally
go for help and support, for exanple, accountants,
solicitors, trade associations, |ocal consultancies (3)
establish a local long termand credi ble presence in the
main comunity centres, perhaps using a ‘advice and
support shop front’ (4) mnmeke nore use of outreach work
especially for first generation, start-up and mcro
busi ness owners, and/or (5) neke nore use of ethnic
m nority personnel for support provision.

Second, a nunber of suggestions were nade about the

content of support provision. The results suggest that
busi ness owners needed helped on: (1) raising finance,
especially i nproving their under st andi ng of , and

presentation of business ideas to, the financial system
(2) marketing their products and services to |arger
business and the public sector (3) establishing start-up
and recent start-ups and/or (4) recruiting and retaining
staff of +the desired quality. Furthernore, support
providers should ensure that their interventions are of
the highest possible quality generating a ‘critical nass’
of positive word of nouth referrals. They should al so
steer away from providing programmes which are too
general and broad-brush. For exanple, they should



devel op schenes based on one of the above topics for
firmse in particular sectors and/or at particular stages

in their life cycle, such that the relevance of the
intervention is imediately apparent to the business
owner concer ned. Furthernore, the interventions should

be delivered in flexible format which is consistent with
smal | er busi ness owners tine constraints.



Part Eight: The Support Providers

8.1 The Support Providers

There were at |east 20 organisations providing enterprise
fundi ng, advice and support in Lanbeth and Southwark,
excluding the commercial banks (Table 8.1).%"8 They
ranged from governnent funded agencies such as Business
Link and TECs to enterprise agencies, chanbers of
commerce, trade associations, charities, property agents
and borough councils. They varied significantly in terns
of their geographical and business coverage, service
activities, and support of ethnic mnority businesses.

8.1.1 Ceographical Coverage

O the 20 support agencies detected, 7 covered Lanbeth
(or parts of) exclusively, 7 covered Southwark (or parts
of) exclusively and 6 covered both boroughs or w der
ar eas. For exanple, Business Link and the TEC covered 5
and 9 London boroughs respectively (see Appendi x Two, for
details). Qher organisations, such as the Princes Youth
Busi ness Trust (PYBT), covered sub regional areas such as
“South London’ (see Appendix Two, for details). O her
agencies covered borough areas only. Lanbeth and
Sout hwar k Busi ness Servi ces covered Lanbet h and
Sout hwark, and the <councils <covered their respective
bor oughs. At the smaller end, Elephant Enterprises, for
exanpl e, concentrated its activities on specific parts of
Sout hwar k, especially, Peckham though recently it has
been awarded the self-enploynent option for New Deal in
Lanmbet h and Sout hwar k.

By considering the nunber of support agencies providing
services in each of the boroughs, it could be argued
that, the coverage is relatively even. However, a great
deal depends upon the services offered by individual
agenci es unique to particular boroughs. As section 8.1.3
shows, services provision varies between the agencies,

particularly, for exanpl e, between the governnent
agencies and the charities. The governnment agencies’
services are, in theory, provided in a uniform manner
across the boroughs. However, the charities tended to
reflect the local communities they were trying to help.
This, it could be argued, l|led to different service

provision in different geographical areas. For exanpl e
there appears to be nore business planning support for

118 It is possible that there are nore than 20 organisations though no
others were detected by the research.



start-up businesses in Lanbeth as a result of a higher
concentration of charitable business support agencies
there. There was also a greater anount of non-conmerci al
bank finance in Southwark. This was the result of
different policies and practice on business support and
regeneration between the two borough councils.

The location of the support providers may also nake a
di fference. For exanple, Business Link and the TEC are
both located 1in central London yet serve W der
geogr aphi cal areas. It is nore than possible that the
take up of services nmay vary between boroughs. Lanbet h
and Sout hwark Business Services is situated in Lanbeth
yet it serves both boroughs. Part Seven showed that the
take-up of Business Link services, for exanple, varied
bet ween Lanmbet h and Sout hwar k.



Tabl e 8. 1:

Support Provision in Lanbeth and Sout hwar k

Geogr aphi cal Servi ces
Cover age
Lanbet Sout hwa Target G oup For Start-ups For Establi shed
h rk Busi nesses
CHAMBERS OF COMIVERCE
Sout hsi de Busi ness Networ k * Menber s None Contacts, sem nars,
exporting
Sout hwar k * Member s
London * Menber s None Inf., contacts,
training, exporting
CHARI Tl ES
El ephant Enterprises * Unenpl oyed And Socially Tr ai ni ng, Busi ness Qutreach & Mentoring
Di sadvant aged Pl anni ng, Support
I nstant Muscl e * Young Peopl e, Wnen & Busi ness Pl anni ng None
Unenpl oyed

Pri nces Youth Busi ness Trust

Young Peopl e Aged 18- 30

Loans, Grants, Mentors, Advice,
Sem nars, Advice

Mar ket i ng Hel p,

Thr eshol d * Al Busi nesses Busi ness Pl anning, Seninars, |T Training, NVGQs,
Cont act s
Traf al gar Square 2000 * Advi ce And Training for None

Young Unenpl oyed Peopl e 16-
30

Creative Inds.

CONSULTANCI ES

Greater London Enterprise

BOROUGH COUNCI LS

Lambet h * Al Busi nesses Town Centre Mangers, Property Shop, Skills
Devel opnent, | T & Internet

Sout hwar k Busi ness Desk * Al'l Busi nesses Referral Service, Property Register, Directory,
Grants, Seminars

Sout hwark Credit Uni on * Busi nesses Wth Less Than Referral Service For Business Planning, Loans

50 Enpl oyees

ENTERPRI SE AGENCI ES

Lanbet h and Sout hwar k Busi ness
Servi ces

Busi nesses Wth Less Than
10 Enpl oyees

Busi ness 2000, It
Facility, Advice

Busi ness Revi ews, Soft
Loans, Advice

London Enterprise Agency

GOVERNMENT  AGENCI ES

Busi ness Li nk London Centra

Growi ng SMES

Advi ce And Referral
Servi ce

PBAs, Trai ni ng,
Semi nars, Advice




FOCUS Central London TEC

Larger SMEs and Large
Busi nesses

None

Human Resource
Devel opnent

PROPERTY AGENTS

M chael Cambell Associ ates

Al'l Busi nesses

Counci | Property

Nel son Bakewel | Chartered
Survey.

Al'l Busi nesses

Advi ce On Comerci al

And Co

unci | Property

BUSI NESS ASSOC!I ATI ONS

Association of Mnority
Contractors

Menber s

Vi et nanese Enpl oynent and
Trai ning Centre

Local Vi etnanese Community




8.1.2 Target G oups

The support agencies also had wdely varying target
groups. Business Link provided services to grow ng SMEs,
t he chanbers provided services targeted at their nenbers,
and the charities provided support for particular groups,
socially disadvantaged or otherw se. Lanmbeth and
Sout hwar k Busi ness Servi ces provided funding and busi ness
support for start-up and established businesses with |ess

than 10 enpl oyees. Lanbeth and Southwark councils
provided services to both start-up and established
busi nesses, t hough their busi ness services wer e

relatively limted in conparison (see next section). The
targeting of different groups by the support providers
was undoubtedly related to UK and European funding
arrangenments which enphasise a targeted approach to
service delivery, a need to denonstrate ‘value for
money’, and the failure of existing general business
support strategies. O her funding agencies such as
charities and the private sector may also reflect these
priorities or may allocate their contributions to nore
‘worthwhile’ or ‘visible objectives.

However, as a result of the above a support ‘gap’ appears
to have energed especially for start-up and mcro-
busi nesses. 119 Mor eover, in many instances support
provision did not appear to cater for mainstream start-up
and mcro businesses, though this is likely to change in
the light of the latest DTl Conpetitiveness Wite Paper.
Support appeared either to be targeted, for exanple, at
f ast growng dynamc SMEs (Business Link) or at
potentially socially disadvantaged groups such as young
people, ethnic mnorities or the long-term unenployed

(the charities). The only support explicitly targeted
at the mainstream groups was provided by Lanbeth and
Sout hwar k Busi ness Services (LSBS). In 1997/98 there

were 50 places!?® available on LSBS s ‘Business Review

programme conpared to nearly 7,500 businesses wth
between 1 and 10 enployees in Lanbeth and Southwar k.
Therefore, business help and support for rmainstream
start-up and mcro businesses can only ever cover around
1 per cent of the relevant Lanbeth and Sout hwark busi ness
popul at i on. 122 There may also be a potential gap for
those firns with over 10 enployees who do not have the

119 London Association of Enterprise Agencies (1998) Support for
Start-ups and Mcro-Enterprise, London Association of Enterprise
Agenci es, London.

120 This excludes 35 places in the Cross River SRB partnership area.
121 ONS (1998) Inter Departmental Business Register, Newport, July.
122 This situation may be renedi ed when the Department of Trade and
Industry reviews its policy on start-up and mcro enterprise.




rel evant turnover, or cannot express concrete growh
aspirations to Business Link advisors.

8.1.3 Service Provision

The support agencies also provided a wde range of
support services. Start-up support was provided by a
nunber of different agencies. Most of the charities
(El ephant Enterprise, Instant Miscle and Threshold) and
the enterprise agencies (Lanbeth and Southwark Business
Servi ces) provi ded hel p with busi ness start-up,
particularly business planning and nentoring. PYBT,
Sout hwark Credit Union and the banks also provided
funding (and sone non-financial support) for start-ups
though in many cases it depended on the quality of the
|atters’ business plans. Many of the above al so provided
post start-up support including specialised training
courses on inproving managenent skills.

Support for established business tended to be provided by
t he governnent agencies, Business Link London Central and
FOCUS Central London. Busi ness Link provided training
and support whi ch enphasi sed managenent
di agnosi s/ devel opnent and information support for growth
orientated SMEs. This included, for exanple, 20 Personal
Busi ness Advisors (PBAs) which provided tailored ‘hands
on’ support and advice. The Links also provided specific
managenent training on a nunber of topics such as
finance, marketing and the M| Il ennium Bug. Business Link
was also the focus of a business support referra

net wor k. That 1s, business owners contacted Business
Link and were referred to the nost appropriate provider
based on their characteristics and needs. | ndeed, all

the organisations interviewed were keen to stress that if
they could not help a business they would refer it to the
nost appropriate agency.

FOCUS Central London provided services which encouraged
human resource developnent in larger SMEsS and |arge
firms. In practice this neant pronoting and delivering
schenes such as Investors in People (1iP) and Devel opi ng
People in Business (formerly Skills for Small Business).
FOCUS also provided a nunber of nanagenent diagnosis
tools and nmanagenent support, through their ‘Managenent

MOT” and ‘ Managenent Devel opnent’ pr ogr anmes. The
borough councils provided a nunber of services applicable
to both start-up and established businesses. For
exanpl e, Lanbeth provided town centre nanagers, a

property shop and an ESF funded project providing
| nt er net training to ethnic mnority  businesses.
Sout hwark council provided a ‘first stop’ help desk,



access to l|oans, through Southwark Credit Union (which
currently funds 31 businesses), and facilitated a | ocal
busi ness forum

There was a good spread of support provision available to
start-up and established businesses in both boroughs,
though it is not possible to comment on the quality of
this provision here. However, as noted in the previous
section, it is clear that there was only limted support
for mainstream start-up and mcro businesses though, as
noted, this nmay change. Furthernore, it mght also be
argued that, there was a lack of non-comercial bank
finance in Lanbeth, though, in Southwark, the Southwark
Credit union schene, only provided funds for 32
busi nesses.



8.2 Servi ce Provision to Et hni c Mnority
Busi nesses

This section | ooks at the support agencies’ provision of
services to ethnic mnority businesses. Mor eover, it
considers the support agencies’ policies on, targeting
of, service provision to, and collection of information
on, ethnic mnority businesses.

8.2.1 Policies

Only one organisation, the TEC, had a witten policy on
the provision of services to ethnic mnority clients,
i ncl udi ng businesses, though this was yet to be fully
operationalised and allowed for a degree of flexibility.
The TEC s Equal Qpportunities Strategy stated a
commtnent to equal opportunities, set targets for the
inclusion of ethnic mnorities on nainstream training
programes, and nmade provision for the collection of data
on ethnic mnority clients where applicable. The setting
of targets for ethnic mnorities on non-nmnainstream
projects was not yet operational though there was a
commtnent to undertake this activity at the tinme of the
research. None of the other organisations surveyed had a
policy on providing services to ethnic mnority
busi nesses, though a nunber had an equal opportunities
strategy for recruitnment and other human resource issues.
Furt her nor e, many organisations were proactive in
devel oping policies to help ethnic mnority businesses,
nost of which are outlined in the next section.

Tabl e 8. 2:
Provi sion of Support to Ethnic Mnority Businesses in
Lanbet h and Sout hwar k

Witt Targetin % of service
enPol g of provision to EMBs
icy EMBs
on
EMBs
Banks
M dl and No Yes, n/ a
Asi ans
Nat west No Yes, n/ a
Asi ans
Charities
El ephant Enterprises No No 73% Bl ack and
Asi an
I nstant Muscl e No No 90% and 65% on
two programes
PYBT No Yes 40% of successf ul
start-up
Bor ough Counci |l s




Lanbet h No Yes n/ a

Sout hwar k Busi ness Desk No No 90% of enquiries

Sout hwark Credit Union No No 90% of | oaned
funds

Ent erpri se Agenci es

Lanbet h and Sout hwar k No No 55% and 33% on

Busi ness Services two programes

Gover nment Agenci es

Busi ness Li nk London Central No No n/ a

FOCUS Central London TEC Yes Yes n/ a

Not e: The Table is based on information gai ned through interviews
i nformati on was not collected for the
out standi ng organi sations listed in Table 3. 1.

(see Appendi x Two). Equival ent




8.2.2 Targeting

A nunber of organisations specifically targeted or
prioritised ethnic mnority clients (Table 8.2). The
banks, for exanple, appeared particularly interested in
focusing on Asian entrepreneurs. Asi an groups are often
characterised as being relatively self reliant on famly
networks for finance and support.!?® Both Mdland and
Nat west had developed initiatives ainmed at encouraging

Asians to use nainstream finance. For exanple, Mdl and
had developed a ‘South Asian Banking Unit’ and Natwest
“Asi an Busi ness Managers’. However, it is unclear what

t hese banks have done for other ethnic groups.'®* O her
organi sations, Lanmbeth Council and the TEC, had devel oped
specific support initiatives for ethnic mnority groups.

For exanple, Lanbeth Council, had put together an ESF
ojective 4 bid on IT on Internet training for ethnic
mnority businesses. The TEC had introduced a pilot

proj ect ‘Managenent Devel opnent for Ethnic Mnority Wnen
in Lanbeth’.

Organi sations such as PYBT and Instant Miscle did not
excl ude mai nstream groups but tended to prioritise ethnic
mnority candi dates where possible. For exanple, Instant
Muscle targeted services at the ‘double disadvantaged’
such as the long term unenpl oyed who were fromthe ethnic
mnorities. Business Link did not set targets for
assisting ethnic mnority businesses and indeed “targets”
were considered to be inappropriate or “artificial” to
t he work undertaken. However, Business Link had becone
involved in facilitating a business group in Lanbeth that
i nvol ved nenbers from the |ocal ethnic mnority business
conmuni ty.

8.2.3 Mnitoring

Monitoring is undoubtedly a highly inportant way of
nmeasuring the extent of support provision to ethnic

mnority businesses. Eight of the eleven support
providers were involved in nonitoring activities.
Lanmbet h and Sout hwar k Busi ness Servi ces wer e
contractually obligated to collect information of ethnic
m norities. The charities were also able to provide
nonitoring information as was Southwark council (Table

123 Metcal f, H, Mdood, T and Virdee, S (1997) Asian Sel f - Enpl oynent,
Policy Studies Institute, London.

124 As noted in Appendi x Two, Natwest Bank had conducted research on
Af ro- Cari bbean Busi ness owners.




2.2). Oher organisations, including Business Link!?»® and
one of the banks did not nmonitor the ethnicity of their
client gr oups. Wher e or gani sati ons col l ected
information, the figures show that a high proportion of
services are being provided to ethnic mnority business
owners. For exanple, the charities appeared particularly
active in collecting information and providing services
to ethnic businesses (though very few instances were
pi cked up in the business survey — see Part Seven). The
m ni mum coverage of ethnic mnorities cited by an
i ndi vidual provider was 40 per cent, way above their
representation in the w der popul ation.

125 At the time of the fieldwork Business Link was installing a
dat abase which woul d nmonitor ethnic group. However, this information
was proving very difficult to collect.



8.3 The Support Providers’ Views: Thenes and
Suggest i ons

The relationship between support providers and ethnic
mnority business owners is fundanental to the delivery
process. This section considers the support providers’
perceptions and experiences of the ethnic mnority
busi ness owners they serve, as well as how they believe
they are perceived. The support providers also offered
suggestions for an inprovenent in their relationship.

8.3.1 The Provider-Ethnic Mnority Business Rel ationship

Most support providers described their relationship with
ethnic mnority business owners as positive. None
t hought t hat t hey wer e per cei ved as racially
discrimnatory, neither did they think that there were
any problenms in delivering services to ethnic mnority
busi ness owners. The followi ng view was fairly typical:

“.we have never had any problenms. W have dealt with
mnorities all through our careers, you should ask the
busi nesses thensel ves” (support provider 6).

Most respondents nmade reference to developing and
understanding ethnic groups’ ‘culture’ and the inportance
of building ‘trust’. For exanple, understanding culture
IS seen as very inportant in rel ationships between ethnic
mnority business owners and the commercial banks. \Wen
difficulties occur the banks are often accused of
representing ‘white maddle class male’ attitudes, that
is, l acking understanding  of di fferent cul tures,
particularly, nethods of conmunication, presentation and
the potential of ethnic market places. One of the bank
managers appeared very aware of this, suggesting that one
way forward was for bank nmanagers to raise their profiles
in the local community by joining |ocal business groups
and visiting | ocal businesses (support provider 5).

One provider suggested that though building trust was
essential, it was sonetines difficult to obtain:

“Wth sone programes ethnic mnorities have been very

wary. “Why has the governnent becone involved, why
woul d the government want to support them who else
was going to turn up?” Grants may be seen as hand

outs rather than related to any w der objectives.
There is a feeling that they are being approached
because they are labelled and they were also unsure
about what was expected from then? (support provider
9).



The respondent argued, therefore, that support providers
have to be careful in the way they present advice and
support. ‘Handouts’, for exanple, nay have pejorative
overtones that are inconsistent with the self-perceptions
of the individuals they are trying to help. For exanple,
an individual who has taken the pro-active step of
entering self-enploynent or business ownership nay see
‘grants’ as an insult to the way in which he or she has
taken a positive action, for exanple, to resolve a
position of unenploynent. For the ethnic mnorities,
targeted support may also have pejorative overtones
related to the belief that in sonme ways particul ar groups
are incapabl e of hel ping thensel ves.



8.3.2 The Providers and Perceptions of Ethnicity

A nunber of respondent s offered views on the
characteristics of individual ethnic groups, perhaps,
reflecting stereotypes which may (or may not) hinder the

support delivery process. For exanple, Asians were
characterised as relying on famly networks for advice
and support, and ‘not needing advice’ from other
agenci es. Some support agencies (5&1l1) considered it

inportant to gain trust in Asian netwrks, where as
others (8) appeared wunwilling to conmt resources
believing it to be a waste. Anot her exanple related to
Afro- Cari bbean groups. Afro-Caribbeans were perceived as

having an attitude of ‘low trust’. This prevented them
it was argued, from working with support providers and
with each other, including famly. For one respondent

this was reflected in the alleged |low |evel of business
organi sation in Brixton (support provider 7).

One respondent made an interesting comment about hel ping
et hni ¢ busi nesses. It was argued that one reason why
ethnic mnority businesses have problems growing is
related to their perception in +the wder business
conmunity and society in general:

“1t’s all to do with perception. Peopl e think that
bl ack (sic) businesses are |ower order businesses.
“They are nore unreliable, they are run badly, so |
am exposing ny self to nore risk trading with thent.
That’s not true, or it is no nore true than for other
busi nesses” (support provider 2).

The respondent suggested that it may be constructive for
the support organisations to work together to develop a
canpaign to change the perceptions of ethnic mnority
busi nesses. This, it was argued, would be far nore
useful than any of the other initiatives on offer.

8.3.3 Using Ethnic Mnority Business Advisors

Many of the support agencies thought that awareness and
ef ficacy of support provision to ethnic mnority business
owners could be increased by enploying staff from the
sanme ethnic background as the group(s) they were trying
to help. Mor eover, a nunber of support agency
representatives proposed that ethnic mnority clients
could be separated into two groups, each of which would
require a different delivery nodel. The first group nmay
be broadly <characterised as recent m grants/first
generation individuals who are perhaps unenpl oyed and/ or
finding it difficult to access enploynent through the
| abour market. They may also be contenplating business



ownership as a solution to their problens, already have a
busi ness, or operate in the informal econony. Thi s
group, it was argued, nmay be nore likely to respond to
outreach work particularly where the support provider is

from the sanme ethnic background. Mai nl y because of the
difficulties these groups may encounter identifying wth
i ndi genous provi ders, especially t hr ough | anguage

difficulties.

The second group nay be broadly characteri sed as owners’
of nore dynami c and growi ng ethnic enterprise, which have
per haps al so experienced a relatively high degree of
‘breakout’. This group, it was argued, define thenselves
as ‘business owners’ rather than as ‘ethnic business
owners’ and are seen as sharing many of the sane
characteristics of the mainstreamindi genous busi ness
community. Simlar to the nainstream business conmunity
they appear reluctant to take external advice, but if
they do, then the ‘quality’ and ‘value’ of the support is
seen as significantly nore inportant than the ethnicity
of the individual or groups who provided it.

“A lot ethnic mnorities are disadvantaged and are
excluded from nminstream society, so they are not
going to walk into your normal fornmal route of
advertising, you' ve got to go out and actually narket
yourself on the street, on an individual basis,
because all the formal conmunication routes and
channel s have probably been let down in the education
system so you literally have to get out there and
mar ket yourself through outreach programs” (support
provi der 3).

“I't depends on what section of the black (sic)
busi ness conmunity you want to reach. If you are
tal ki ng about the mcro businesses, the ones that are
really trading on the margin, the ones that need the
nost support, then you are going to |look at outreach.
Peopl e at [support agency], they’ ve got black business
outreach workers. If you are tal king about the nore
successful black businesses, the ones that aren’t
trading on the margin, who are doing quite nicely,
then you ve got the sanme problems as indigenous
busi nesses, nbst are not interested” (support provider
2).

“There are tines when a targeted approach is useful
though labelling is always a danger. It [the targeted
approach] gives participants a chance to exchange
common experi ences. Hgh flyers will not tend to
respond to the targeted | abelled approach. The latter
may be nore appropriate to those who fee
di sadvant aged” (support provider 9).

8.3.4 Co-ordinating Area Activities



The UK is often criticised for having a confusing,
fragnented and overlapping ‘patch work quilt’ of support
provi si on. 2° Many of the providers suggested that a
simlar situation occurred in Lanbeth and Sout hwark. For
exanpl e, one support provider argued that governnent
fundi ng was nmade avail able for outreach work with ethnic
mnorities in the east of London but was not available

for South London. The respondent argued that nore
consi stency was required between areas. The solution for
many of t he or gani sati ons i ntervi ened was t he

i ntroduction of a networking occasion, or business forum
where support groups could co-ordinate their activities,
exchange information and di scuss ideas. This was thought
to be lacking in both Lanmbeth and Southwark. One nodel
currently developing is the Lanbeth Business Gowth
Initiative. This is a relatively informal support agency
network facilitated through Business Link London Central.
Many | ocal providers attend, however, it is still inits
infancy and has yet to secure significant resources and
formal partnership commtnent.

One support agency (2) had already tried to facilitate a
business group wth support providers and business
owners. However, the event had only limted success
si nce busi ness owners appeared reluctant to attend unl ess
they were given rewards such as high profile guest
appear ances and/or refreshnments.

126 Bennet, RJ and McCoshan, A (1993) Enterprise and Human Resource
Devel opnent: Local Capacity Building, Paul Chapman, London.




8.4 The Banks and Fi nance

8.4.1 Support Providers and the Banks

The banks’ relationship with ethnic mnority business

owners has often been the subject of debate in the

127

past . For exanpl e, sone have cl ai

med that ethnic

mnorities suffer negative stereotyping fromthe | ending
institutions. This view was also articul ated by sone of

the support providers in the sanple:

“Personally | do think they (the banks) have racist
lending criteria. The way the banks determ ne who
they give their noney to has got a lot to do with the

person you talk to and whether or
you're going to nmke a go of your

overriding criteria isn't how your

not they think
busi ness. The
figures are set

up, its what they think of you as a person. If you
start fromthat prem se and add the fact that we live

in an inherently racist society

[with] raci st

institutions there are a lot of negative perceptions

about black and ethnic mnorities
provi der 2).

groups” (support

Sonme support providers thought that the banks shoul d be

nmore innovative in the way in which
applications for business support.

easily recogni sed by the banks:

“[ The banks] ...may al so have a role.
wonen or by ethnic mnorities. For

t hey consi der

That is, business
talent may develop in many gui ses and that this was not

None are run by
exanpl e, a young

aggressive individual cones in |ooking for noney from

a conservative bank manager, without
prepared business plan then the hel

an appropriately
p will obviously

not be forthcom ng. This young person is never going

to succeed under these conditions.

There is no

talent in spotting young flair. The PYBT do a good
job, but how do you help the PYBT clan becone a
successful grow ng business?” (support provider 11).

QG her providers illustrated the

soci al | y di sadvant aged have in accessing bank support:

probl ens that

“As far as the banks go, these people have been

unenpl oyed, been unenpl oyed for nont

hs. They have a

good business plan but then they have a blenish on

their credit record which the banks wll take into
account . The banks [also] like to see sonme noney
being put forward by the individual” (support
provi der 8).

t he

127 curran, J and Bl ackburn, R A (1993) Ethnic Enterprise and the High

Street Bank: A Survey of Ethnic Businesses

in Two Localities,

Ki ngston University, Kingston Upon Thanes,

Mar ch.



The banks were obviously defensive of their position.
Both banks stated that they were in no way prejudiced
against lending to ethnic mnority business and indeed
cited a nunber of exanples of action intended to
encourage the local and ethnic mnority comunities. For
exanpl e, both had initiatives ained at the Asian
communi ti es. The respondents also suggested that
busi nesses and others often failed to renmenber that the
banks are commercial organisations there to nake noney.
They al so argued that to discrimnate against the ethnic
m nority business market would not make commercial sense
given the latters’ size and growh potential. | ndeed

evi dence provided by Natwest bank suggests that 46 per
cent of Afro-Caribbean have an overdraft or a loan wth
their bank.'®® This is a norm it was argued, for the
smal | busi ness sector:

“

.a lot of people forget to realise that we're just
i ke any other business, we have got share hol ders,
we are not a benevolent society .. If they (the
busi nesses) get turned down we're often told that we
don’t under st and. But at the end of the day we have
to nmake a commercial decision. W have to |end noney
because that is our business. We don’'t get any joy
out of turning people down” (support provider 5).

The banks, it was also argued, are nuch nore likely to
Il end to established businesses rather than start-ups:

“It's easier for us to assess an on-going business
because they have got track records. |If they' ve been
operating for two or three years and they ve got
figures, the business is profitable and they want to
expand out and do sonmething else. There is less risk
there than sonmeone wal king off the street [It would
be] taking a risk on a unknown quantity and if there
is a higher risk we are probably a bit nmore reluctant
to do it”.

One of the bank respondents believed that in sone
i nstances the racism charge | evell ed agai nst the banks by

busi ness owners was sinply a defensive response to not
securing finance:

“The business community will always point the finger
of blane at the bank, when 1’ve seen so nany
occasions that you could point the finger at the
busi ness custoner ... Wen people make a conplaint
about the bank | can guarantee you there is sonething
in the background that the business custoner’s fallen

down on, and sonetines that mght just be a
personality clash with the bank nmanager..” (support
provi der 4).

128 Nat west Bank (1996) African Caribbean Busi nesses and Their Banks,
Nat west Bank, London, March.




The respondent also recognised, however, that it was
difficult for the banks to understand the ‘culture of
the ethnic mnorities because they are white nmale
dom nat ed.

8.4.2 The Support Providers and Busi ness Pl anni ng

The support provi ders, and especially, the banks
enphasi sed the inportance of busi ness planning in
devel opi ng sustai nable and controlled growt h and
accessing finance. One bank nmanager suggested:

“The production of a business plan enphasises to the
bank that the custoner has given his/her business
sonme thought. Coming to the bank with a loan figure
in mind, with no justification, is not an effective
way of gaining finance” (support provider 5).

However, the providers were often critical about the

busi nesses they encountered. For exanple, one support
provider noted that start-up and mcro Dbusinesses
appeared very reluctant to accept formal planning. The

support providers argued that business owners were often
content to rely on their technical skills and the
busi ness planning process was given |ess inportance.
I ndeed, this is typical of nmany small business owners who
often reject f or mal approaches to managing their
busi ness. *%°

Respondents al so suggested that business plans were often
of a widely varying quality. For exanple, one respondent
noted that business owners were often far too optimstic
about what they could achieve. The banks also noted a
variation in quality. However, in contrast they were
often pleasantly surprised wth the sophistication of the
anal ysis involved. More sophisticated plans, it was
suggested, tended to be devel oped by business owners who
had been given help by a support agency. One bank was
keen to inprove the quality of business plans further and
had introduced a quarterly conpetition awarding £250 to
the best plan received.

8.5 Summary

This chapter has described business support provision in
Lanbet h and Sout hwark. The support providers were evenly
di stributed between Lanbeth and Sout hwark and provided a
wi de range of services. However, there were a few

129 North, J, Blackburn, R A and Curran, J (1998) The Quality
Busi ness, Routl edge, London.



differences between the boroughs. For exanple, there
appeared to be a greater nunber of charities providing
start-up support in Lanbeth and a greater provision of
non-commerci al bank finance in Southwark, though these
di fferences should not be overstated. This section has
not considered the quality of the services provided.

One of the main problems wth support provision in
Lanmbet h and Sout hwark appears to relate to the targeting
of support. Targeted governnent funding has neant that
support provision is available muinly to socially
di sadvantaged start-ups, through conbinations of SRB
ESF, charitable and private sector funding, or to
establ i shed and growing SMEs, through Business Link.
Larger firnms al so receive human resource support fromthe
TEC. There appeared to be a gap, therefore, for nore
mai nstream business start-ups and snmall businesses that
do not meet Business Link criteria, ' though this may
change in the light of new governnent |egislation.
However, at the tinme of the research support provision
appeared |imted to Business Reviews through Lanmbeth and
Sout hwar k Busi ness Services for which there were only 50
places in 1997/98, less than one per cent of the 7,500
busi ness in this group.

The provision of services to ethnic mnority businesses
was al so m xed. Only one organisation had a policy on
providing services to ethnic businesses and that was yet
to be fully operationalised. There was evidence that
many  organi sati ons, especi al |y, the ~charities were
targeting the ethnic mnorities, though others did not.
For exanple, the banks only targeted Asian businesses and
Business Link did not specifically target et hni c
busi nesses. The nonitoring of services provided to
ethnic mnority businesses was al so m xed. Many of the
charities actively collected information though the
gover nnment support agencies and the banks appeared sl ower
in the up take. Though the collection of information on
ethnic mnorities is a real problem for the support
providers, it is also essential, if they are to act
positively to hel p these groups.

The support providers were also asked to articulate their
views on helping ethnic mnority businesses. Most
thought that they key was understanding the culture of
individual ethnic mnority groups and also building

130 London Associ ation of Enterprise Agencies (1998) Support for
Start-ups and Mcro-Enterprise, London Association of Enterprise
Agenci es, London.

131 ‘Gavron, R, Cowing, M Holtham G and Westall, A (1998) The
Entrepreneurial Society, Institute of Public Policy Research, London.




trust. They also provided a nunber of specific
suggesti ons. These included the pronotion of ethnic
mnority business to other businesses and w der society
So as to raise their credibility. Support should be tied
closely to the self perceptions of the group(s) being
t ar get ed. This, in part, led to a proposed two tiered
del i very nodel. The first target groups were thought to
be recent mgrants/first generation individuals who are
perhaps in soneway socially disadvantaged. Thi s group,
it was argued, would be nore successfully helped by
outreach workers from the sanme ethnic background. The
second target group was thought to be the nore dynamc
and growing ethnic mnority businesses who are perceived,
rightly or wongly, as being nore |ike the indigenous
busi ness popul ation. This group, it was argued, would be
nore effectively helped by treating them |ike nainstream
busi nesses. The support providers were also in favour of
a nore co-ordinated and integrated approach to service
delivery. This may involve the creation of a discussion
forumin Lanbeth and Sout hwar k.

The support providers were also asked their views on the

role of the banks and business planning. Most support
provi ders had a poor perception of what the banks did for
ethnic mnority businesses. |In the worst cases they were

seen as racially discrimnatory, and at best representing
white mddle class attitudes which were inconsistent with
understanding the proposals, needs and wants of ethnic
busi nesses. The banks defended thensel ves by suggesting
that racism was too often used as an excuse on the part
of busi ness owners for their own deficiencies. They also
pointed to figures suggesting that they were nore than
active in lending to sone ethnic groups. Mor eover, the
banks, they argued, were comercial organisations that
would be foolish to mss out on the expanding ethnic
busi nesses nar ket .

Part Nine: The Use of Labour



9.1 Introduction

The busi nesses’ use of |abour provided another indication
of how well the businesses were performng. For exanple,
the use of full-tinme permanent workers may be seen as
indicating greater success than the wuse of part-tine

tenporary workers, though obviously this will depend on
the type of activity under consideration. The use of
wor kers from the business owners own fam |y and/or ethnic
comunity may also be seen as limting because it nay
restrict access to other skills available in the |abour
mar ket . Part Nine considers the business owners’ use of
| abour . In particular it looks at their use of full-

time, part-tine, nmale and fermale workers; their use of
| abour from their own ethnic group and their own
famlies.

9.2 The Use of Full tinme, Part-tinme, Ml e and
Femal e Wor kers

Results from the research suggest that the businesses
were less reliant on full-tinme and nore reliant on part-
time workers conpared with the average for all businesses
in the FOCUS Central London area. According to the 1996
Annual Enpl oynent Survey around four out of five central
London enpl oyees were full-time (79.5 per cent) and one
out of five were part time (20.5 per cent).®  However,
results fromthe current research suggest that just under
two thirds of the businesses’ enployees were full-tine
(63.6 per cent), conpared to just over a third part-tine
(36.3 per cent) (Table 9.1). This perhaps indicates that
t he businesses have yet to develop to the extent where
they can afford to enploy a higher level of full-tine
staff. Staffing is often the nost significant cost in
smal | businesses and the respondents may have avoided
this problem by enploying nore part-tinme and tenporary
wor ker s. However, they may also be reluctant to take on
full-time staff if they cannot get candidates of the
desired quality. I ndeed, this problem was reported by
sonme of the business owners in Part Five. The use of
full-time working was nore common in Black British and
Asi an business (c 75 per cent) and |ess comon in Black
African (49.8 per cent) and Black Caribbean businesses
(60.6 per cent).

9.3 Ethnic Mnority Enpl oyees

132 FOCUS Central London (1998) Central London Economi ¢ Assessnent
FOCUS Central London, London.




Previ ous research has consi der ed et hni c mnority
busi nesses’ use of |abour. This suggests that ethnic
busi nesses have access to greater quantities of cheap,
hard working and | oyal comunity |abour and that this may
give them an advantage conpared to the nmminstream ¥
This is thought to be especially true for Asian

busi nesses, ** though less so for Africans and
Cari bbeans. *®* The reasons why ethnic business may use
community | abour relates to their high |evel of

flexibility over pay and conditions which is thought to
be a particular advantage especially to recent start-up
busi nesses. Furt her nor e, from t he enpl oyee’ s
perspective, working in an ethnic enterprise nmay mean
earning an inconme wthout having to enter the wder
| abour market or indeed speak Engli sh.

Table 9.1
Enmpl oynent by Ethnicity, Sector, Size and
Bor ough
Per cent
Ful I -tinme Part-tinme Et hn | Fami | N=
Mal e | Femal | Mal e | Feml ic y
e e Enpl | Enpl o
oyee | yees
S

133 ward, R Randall, R and Krcrmar, K (1986) ‘Small Firns in the

Cl othing Industry: The Gowh of Mnority Entreprise’, |International
Smal | Busi ness Journal, Vol. 4, No. 3, pp 45-56.

13 Ram M and Hoilday, R (1992) ‘Keeping it in the Fam|ly — Small
Firms and Family Culture’, Paper presented to the 13'" National Small
Firms Policy and Research Conference, Southhanpton, Novenber.

135 Wlson, P (1987) Gowh Strategies in Mnority Enterprise: Case
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The results suggest that just over a half (54.8 per cent)
of all the businesses’ enployees were from the sane
et hni ¢ background as the owner-nmanager (Table 9.1). It
is difficult to say whether this is a particular high or
| ow nunber since no conparable information appeared
available at the tinme of the research. However, this
figure suggests that just under a half of the enpl oyees
were from a different ethnic background to the business
owners, which appears to be fairly encouraging. That is,
the business owners appeared prepared to use enployees
from all ethnic backgrounds and thus were allow ng
t hensel ves a w der range of choice in the | abour market.

The use of enployees from the sane ethnic group as the
owner manager varied with ethnic group, though not in the

way normally expected (Table 9.1). As suggested above,
previous research has tended to suggest the Asian
busi ness owners are nore likely to use enployees from

their own ethnic group and Bl ack Cari bbeans |east |ikely.
The results from the current research suggested exactly
the opposite effect. The Black Caribbean busi ness owners
were nost likely (78.9 per cent) to use workers from the
own ethnic group and Asians (32.2 per cent) were the
| east likely (Table 9.1).



9.4 Fam |y Enpl oyees

The business owners also nmade use of famly enployees,
though not to the sanme extent as workers from their own

ethnic group (Table 9.1). The results suggest that
around 16 per cent of all the businesses’ enployees were
famly workers. Results from other research on ethnic
mnority businesses suggest that this figure is probably
about normal . The latter suggests that a large nmajority
of ethnic businesses have less than 25 per cent famly
wor ker s. 3¢ The use of famly workers also varied

according to ethnic group. As woul d be expected Asians
had the highest use of famly workers (20.1 per cent) and
Black Africans had the |owest (10.4 per cent) (Table

9.1). Though the Asians had the highest use of famly
| abour these figures still appear quite | ow
9.5 Summary

Part N ne has considered the business owners’ use of
| abour . In particular it |ooked at their use of full-
time, part-tine, nmale and fermale workers; their use of
| abour from their own ethnic group and their own
famlies. The businesses were less likely to use full-
time workers and nore likely to use part-tinme workers
than the nmainstream This was thought to indicate that
the businesses were either not devel oped enough to be
able to take on a larger proportion of full-tinme workers
or were having problens recruiting the appropriate full-
time staff.

About half of the businesses’ enployees were from the
sane ethnic group as the business owners and about one in
five were famly workers. The use of a high proportion
of workers from a different ethnic groups was seen as
encouraging especially given that it did not restrict
busi ness owners from accessing the appropriate skills in
the |abour nmarket. The wuse of famly workers was
considered to be about nornmal, though there were
indications that Asians were mneking nuch |ower use of
famly | abour than nornal

136 curran, J and Bl ackburn, R A (1993) Ethnic Enterprise and the High
Street Bank: A Survey of Ethnic Businesses in Two Localities, Small
Busi ness Research Centre, Kingston Business School, Kingston Upon
Thares.




Part Ten: Policy Suggestions
10.1 Introduction
The policy suggestions to energe from this report are

derived fromtwo inportant questions. These are (1) Wat
interventions should support agencies undertake? Thi s

refers to the content of the support delivered. In Part
Eight a detailed description was made of the support
provision on offer in Lanbeth and Sout hwarKk. Using the

findings from the research the report suggests what
support providers should be doing to help ethnic mnority
busi nesses. (2) How should support be delivered? This
refers to the nethods for increasing the awareness of,
trust in, and use of, the support providers.

10.2 What Interventions Should Support Agencies
Undert ake?

A nunmber of suggestions were nade about the content of
support provision:

(5 Ethnic mnority busi ness owner s need hel p

under standing, accessing and raising finance. The
research suggests that accessing finance was the main
constraint on business grow h. The business owners

appeared to need help in three main areas: (a) know ng
what financial support is available (b) developing a
cl earer understandi ng of how the financial system works
(c) presenting their business ideas to finance
providers in both a verbal and witten fornmat.
Proposed interventions should bear in mnd that the
business are very small (and therefore funding
arrangenents for larger small firns are probably not
sui tabl e) and the busi nesses owners have an aversion to
use of financial jargon (the intervention should be
expressed in the sinplest and nost relevant terns).

This support could be targeted at all sectors and
especially start-up and growng snaller firns. The
banks also have a highly inportant part to play. In

particular, the banks need to think nore clearly about
how they develop the delivery and content of their
services such they are nore understandable and
accessible to ethnic mnority businesses.

(6) Ethnic mnority business owners need help marketing
their products and services to |arger businesses and
the public sector. The research suggests that business
owners in particular activities, for exanple, business
and professional services, were keen to nove beyond




local, individual and ethnic based markets to serve
mai nstream i ndi vi dual s, ot her businesses and the public

sector. The business owners appeared to need help
accessing, and convincing, these nmarkets that they are
capable of doing the work necessary. Mor eover ,

support providers my wsh to think of ways of
i nproving the perception of ethnic mnority businesses
in minstream markets. This support wll be nost
effective if targeted at particul ar sectors.

(7) Ethnic businesses need help recruiting and retaining
staff of the desired quality. Many of the business
owners suggested that problens recruiting and retaining
quality staff were a significant constraint on growh
In many respects this problem nay be related to their
small size and inability to offer conpetitive wages
However, it is clear that these business would benefit
from greater know edge about recruitnent and retention
i Ssues.

(8 Ethnic mnority businesses need help at particular
stages of their life-cycles. The research suggests
that a large proportion of the businesses were recent
start-ups. This is a particularly difficult stage in
busi ness devel opnent, yet currently, support provision
to these businesses is limted (see Part Eight). These
busi nesses need help wth all the above issues:
finance, developing markets, for exanple, but in a
manner which is geared to the needs of start-up

busi nesses. The research also suggested that firns
wth 10 or nore enployees needed help. These firns
appeared reluctant to plan for growh and nake the
transition from personal to professionally run
busi nesses. This may nean the increased provision of

support offered by Business Link Personal Business
Advi sors to ethnic mnority businesses.

10. 3 How Shoul d Support Be Delivered?

The research also offered a nunber of practi cal
suggestions about how to raise the awareness of, build
trust in, and increase the use of, the support agencies
and their services.

(5) Awareness of, and trust in, the research agencies
may be inproved by using nore informal nethods of
comuni cati on and by devel oping a presence in the | ocal
comunity. For exanple, support providers may benefit
from (a) using nmedia nore commonly used by the ethnic
m norities. For exanple, sone respondents nentioned
Choice FM and even the churches (b) advertise and/or




devel op support services through agencies where the
busi nesses would go normally for help and support, for
exanpl e, accountants, solicitors and |ocal consultants
(c) establishing a local long term and credible
presence in the main conmunity centres, perhaps using
an ‘advice and support shop front’ (d) nmake nore use of
outreach work especially for first generation, start-up
and mcro business owners, and/or (e) nmake nore use of
ethnic mnority personnel for support provision.

(6) Support provi ders shoul d ensure t hat their

interventions are of the highest possible quality.
Support providers may only increase the awareness and
use of their services by ensuring that all (or nost
i nterventions) are positive. As noted, word of nouth
plays a highly inportant part of the owners’ business
information. Negative experiences are equally, if not
more, likely to perneate through informal networks than
positive experiences. Positive referrals are nore
likely to be generated by providing appropriate
support, guided by what the business owners perceive
they need; wusing |anguage appropriate to the target
gr oups, and by using experienced and conpetent
per sonnel .

(7) Support provi ders shoul d t ar get support at

particul ar groups. There are both resource and
efficacy inplications here. For exanple, the research
suggests that unenploynent is not an inportant route

into self enploynent. Policy makers may wsh to
consider whether this group should be encouraged to
becone business owners. Support providers should

target their support at tightly defined groups and
steer away from providing programes which are too
general or Dbroad- brush. For exanple, they should
devel op schenes based on one of the above topics for
firms in particular sectors and/or at particular stages
in their life cycle, such that the relevance of the
intervention is imediately apparent to the business
owner concer ned. Furthernore, the intervention should
be delivered in flexible format which is consistent
with smaller business owners tine constraints.

(8) Support providers should track start-up businesses.
Busi ness owners which establish enterprise wth
assi stance fromthe support providers, for exanple, the
enterprise agency and the Princes Youth Business Trust,
shoul d be tracked as they devel op. For exanple, if the
busi nesses grow beyond their initial start-up stage
their details should be passed on to Business Link.
Support providers will have a full case history of the




busi nesses and the business owners wll|l be accustoned
to receiving outside help and support as their
busi nesses devel op.



Appendi x One: The Survey Mt hodol ogy

| nt roducti on

Thi s appendi x has two broad ainms. This first is to consider the
definitions attached to ‘ethnic mnorities’ in the UK and to discuss
the problens of dealing with such issues in research. The second is
to outline the research ainms and research nethods used in the project
and the problenms undertaking research in this area.

VWhat are ‘Ethnic Mnorities' ?

It is inmportant when undertaking research of this kind to
consider what expressions such as ‘ethnic mnorities’

nmean. The expression ‘ethnic’ nmeans pertaining to a
social group which has comon national, racial or
cultural traditions. “Mnority’, in this sense, refers

to the proportion of the overall population who are from
an ethnic group or nunber of ethnic groups who are not
i ndi genous to that popul ation. That 1is, an ethnic
group or nunber of ethnic groups are in a mnority
conpared to the indigenous population in, for exanple,
Lanbet h, Sout hwark, Central London and the UK

The problem when using expressions such as ‘ethnic
mnorities is that they have acquired neanings and
val ues beyond that stated above. Though the expression
‘“ethnic’ by definition enconpasses all national, racial
and cultural groupings it has tended tp becone associ ated
with national and racial groups which are not indigenous
to the UK This may include Caribbeans, Russians, Turks,
Africans and the Irish, though the English and the
i ndi genous population of the UK are just as nuch an
‘“ethnic group’. The expression ‘ethnic’ has also cone to
be associated with particular skin colours. For exanple,
individuals with non-white skin colour my be seen as
nore ‘ethnic’ than those with white skin though once
again this is incorrect. Moreover, the expression
‘visible’ ethnic mnorities has cone to represent those
et hnic groups which are non-white or could not be visibly
confused with the indi genous white popul ati on.

O hers have introduced expressions such as the *black and
ethnic mnorities’. This inplies in sone way that the
bl ack groups are different from the ethnic mnorities
per haps because they are in the majority in a particular
geogr aphy. Presumably it would also be possible to talk
about ‘Asian and ethnic mnorities’ where Asians are the
dom nant group in a geography. The expression ‘ethnic
mnorities’ may al so be seen as a way of trivialising the
di verse set of cultural characteristics pertaining to the



nunmerous ethnic groups resident in the UK That is,
ethnic mnorities is used as a broad brush expression to
di stingui sh non indigenous ethnic groups from indi genous
groups when in reality the cultural differences between
t he groups are vast.

This problemis exenplified by the | abels used in the survey. For
exanpl e, there may be probl ens using expressions such as ‘Bl ack

Cari bbean’. Individuals fromthe Caribbean may originate froma
nunber of different islands, each with their own distinct cultura
identities which may have a bearing on their socio-economc
characteristics and differing propensities to enter self enploynent.
The sane applies to ‘Black Africans’ **” and ‘Asians’. O course, it
is favourable to use narrowy defined ethnic groups based on
nationality or other group characteristic, however, given the sanple
size used in the survey it was decided that the categories used above
were nost suitable for anal ysis purposes. There may al so be ot her
probl ems, however. For exanple, it mght be assuned that ‘Bl ack
British' refers to individuals whose parents or grandparents were
originally fromthe Caribbean or Africa but who were born in the UK
However, this was not necessarily the case. Individuals were given
the opportunity to define their own ethnic grouping and a nunber of
those who suggested they were ‘Black British® were born outside the
UK.

The Research A ns
The project had three broad research ains:

? To develop a profile of ethnic mnority business owners
in Lanbeth and SouthwarKk. This included | ooking at
their ethnicity, gender, age, qualifications, previous
experiences of enploynment/unenpl oynent etc., and their
notivations for entering business ownership.

? To develop a profile of ethnic mnority businesses in
Lanbet h and Sout hwark. This included |ooking at their
age, enpl oynment and turnover si ze, activities,
prem ses, custoners, |abour nmarkets, finance and use of
advi ce and support.

? To explore the business owners’ use of financial and
non-financial advice and support provision. Thi s
i ncl uded | ooking at why ethnic mnority business owners
were apparently reluctant to use established support
provision and to consider how to inprove the efficacy
of this support.

137 See, for exanple, Smallbone, D and Fadahunsi, A (1998) ‘ The
Diversity of Ethnic Mnority Enterprise’, Paper presented to the
Ethnic Mnority Entrepreneurship Semnar, University of Centra
Engl and, Birm ngham Septenber.



Research Met hods

The research enpl oyed a four stage nethodol ogy:

Stage One: 30 face-to-face interviews with ethnic businesses owners
in Lanbet h and Sout hwar k.

Stage Two: Mappi ng exerci se of business advice and support provision
in Lanbeth and Sout hwar k

Stage Three: 200 tel ephone interviews with ethnic mnority businesses
in Lanbet h and Sout hwar k.

Stage Four: Two focus groups with business owners, one in Lanbeth
and one in Sout hwark.

Stage One: 30 Face-to-Face Interviews

The first stage involved 30 face-to-face interviews wth
busi ness owners in Lanbeth and Sout hwar k. At the onset
of the research it was clear that very little was known
about ethnic mnority business owners and businesses in
Lanbeth and Sout hwark. It was, therefore, decided to
start the research using an open qualitative approach to
gai n a fresh unpr ej udi ced under st andi ng of t he
characteristics, thenes and opinions voiced by ethnic
m nority business owners at the ground | evel.

To facilitate this process a sem -structured interview schedul e was
devel oped with questions, pronpts and probes on a range of issues,
for example: start-up, markets, custoners, finance, and advi ce and
support. However, arrangenments were also made to ensure that the
respondents coul d devel op any theme that they thought to be inportant
whi | e remai ni ng focused on the issues surroundi ng busi ness ownership
The busi ness owners were chosen fromdifferent backgrounds to gain
the wi dest range of views possible. The consultants were set quotas
for ethnicity, gender, borough, business sector and business size to
guide themin this process (Table Al).

Figure Al
Lists and Directories:

Busi ness Research Intelligence Services — the nost reliable
[ist discovered.

The Black Pages - a little bit out of date but enabled sone
busi nesses to be identified.

The Asian Business Directory - nost of the businesses in this
conprehensive directory were outside the Lanmbeth and Sout hwar k
ar ea. Those identified were nainly in retail or nainstream
busi nesses that had advertised in the directory.

Bri xton Business Directory - conpiled for Brixton City
Chal | enge.




Nat i onal Association of Mnority Contractors
Sout hsi de Chanber of Comrerce

Inner city Enploynment Linited

Equi nox Consul ting

At the start of the fieldwork the business owners were identified

t hrough 8 separate databases which varied significantly in quality
and consistency (see Figure Al for a list of the consultant’s
comments). The probl ens nmaintaining accurate business databases are
wel | documented, but the problens associated with databases on ethnic
m nority businesses in Lanmbeth and Sout hwark were particularly
apparent. For exanple, many of the databases were inconplete or out
of date. Sone had nanes but no tel ephone nunbers or addresses. Sone
did not identify the name of the business owner or type of business.
The consultants attenpted to i nprove awareness and take up of the
research by using the local and the ethnic mnority press.

The interviews achieved varied slightly from the quotas
(Table Al), though this is unlikely to have affected the
results at this stage. As already suggested, the nmain
aimwas to gain a w de range of experiences and opinions
from business owners from different ethnic backgrounds,
genders, locations, sectors etc., and this was achieved.
However, the consultants did experience probl ens
achieving interviews in certain areas. For exanple, they
experienced difficulties nmeeting quota targets for Asians
busi nesses. The databases wused to identify Asian
busi nesses were largely inaccurate or out of date.
Asian business owners were often reluctant to be
interviewed because they were either too busy or were
concerned about the confidentiality of the research. The
consultants also experienced problens neeting the
busi ness sector quotas. For exanple, it was difficult to
achieve interviews with manufacturing businesses because
there were very few manufacturing businesses owned by
ethnic mnority individuals in Lanbeth and Southwark.
The under-representation of construction firnms was due in
the main to their very small size when quotas for size
had al ready been filled.

Tabl e Al
Stage One — Quotas and Achi eved Interviews
by Ethnicity, Gender, Borough, Sector and Size

Quot a Achi eved
Bl ack British 6 4
Bl ack Cari bbean 8 10
Bl ack African 8 8
Asi an 8 7
O her - 1




Mal e 20 18
Fenmnl e 10 12
Lambet h 15 16
Sout hwar k 15 14
Manuf act uri ng 5 5
Constructi on 5 1
Ret ai | 5 6
Non- Pr of essi onal 5 5
Servi ces

Pr of essi onal Servi ces 5 6
O her 5 7
1- 4 enpl oyee 8 8
5- 10 enpl oyees 7 12
11- 24 enpl oyees 9 5
25+ enpl oyees 6 5
Tot al 30 30

The interviews were undertaken by two experienced

researchers from the consultants. Twenty of the
interviews were tape recorded and full transcriptions
made. Ten respondents refused to be tape recorded.

Interviews | asted about one hour on average with shortest
being 25 mnutes and the | ongest 2 hours and 25 m nutes.
The response to the first stage is difficult to judge
since the consultant’s priority was to neet the quotas as
far as possible. Too achieve the first 20 interviews, 60
busi nesses were approached, a response rate of 33 per
cent. More businesses were then contacted to achi eve the
final ten interviews so that they were conpatible wth
the quota requirenents. The first stage of the fiel dwork
was conducted from7 March to 3 April 1998.

Stage Two: Mappi ng Exerci se of Business Advice and Support Provision

The second stage of the research involved a mappi ng exercise of

busi ness advi ce and support provision in the boroughs of Lanmbeth and
Sout hwar k.  The support providers were identified through two lists
conpil ed by the Lanbeth Snall Business Growh Initiative and

Sout hwar k council. This was supplenented with information provided
by the support providers in the interviews. Moreover, respondents
were asked to name any other organi sations relevant to the research.
At | east 20 organisations were identified which provided advice and
support to businesses in Lanbeth and Sout hwark (see Table 5.1).

The support providers were then approached for information about
their activities. Respondents from el even organisations were
interviewed face-to-face using a sem -structured interview schedul e.
Care was taken to ensure that the key respondent was interviewed so
as to ensure that the response reflected as accurately as possible
the policy and practices of the organi sations. The remmining support
provi ders were contacted by tel ephone and asked to send details of




their activities by post or fax. Only one representative appeared
reluctant to be interviewed face-to-face or to provide the rel evant
informati on. The second stage interviews were conducted between the
18 May and 1 July 1998.

Stage Three: 200 Tel ephone Interviews

The third stage of the research invol ved 200 tel ephone interviews
wi t h busi ness owners in Lanbeth and Sout hwark. This was a nore
gquantitative stage designed to assess the extent to which the thenes
di scovered in the first two stages were shared anongst a w der numnber
of busi nesses. Moreover, the qualitative results from stage one and
two of the research were used to guide question construction in stage
three. Once finalised, the tel ephone questionnaire schedul e was then
entered on to SPSS Data Entry thus enabling a CATI (Conputer Ai ded
Tel ephone | nput) data collection.

Tabl e A2
Stage Two — Quotas and Achieved Interviews by Ethnicity and

Bor ough

Per cent

1991 Census Quota Used Achi eved
1996 Warwi ck
St udy

Bl ack British/Qher 5.5 26.0 12.1
Bl ack Cari bbean 27.5 17.0 20.7
Bl ack African 18.2 35.0 32.3
Asi an 41. 4 22.0 27.3
O her - - 7.6
Lanbet h - - 50.0
Sout hwar k - - 50.0
N= - - 200

Respondents were identified using information provided by
the databases used in stage one, though they had been
inproved through <cleaning at the earlier st age.
Busi nesses were then witten a letter introducing the
research and subsequently contacted by tel ephone. As
W th stage one, quotas were set for ethnicity and borough
but not for gender, sector or size (Table A2). However,
there were sone initial problens achieving response using
this nethod. Only three interviews were achieved wth
the first 87 telephone calls. The problens were thought
to reflect the poor quality of existing databases on
ethnic businesses, a high Ilevel of suspicion about
answering sensitive questions over the tel ephone and the
usual responses such as the respondent being very busy or
unwilling to take part in the survey.

Due to the low initial response rate it was decided to
review the methodol ogy. The consultants began to
suppl enent tel ephone interviewwng with further face-to-
face interviews using a hard copy of the telephone



guestionnaire. In total 70 telephone interviews were
conducted with business over the tel ephone from contacts
W th 422 businesses, a response rate of 16.6 per cent.
However, many of the sanme businesses were re-approached
using the face-to-face approach from which a further 130
interviews were achieved. The field work was conducted
fromthe 22 June to 14 Septenber 1998.

St age Four: The Focus G oups

The final stage of the research involved two focus groups
wi th business owners, one each in Lanmbeth and Sout hwar k.
The aim of the focus groups was to discuss in greater
depth the findings from the first three stages of the
wor k. It was also seen as a good opportunity to seek
potential ideas for delivery nodels to ethnic mnority
busi ness owners. Busi ness owners who took part in the
third stage of the research were asked if they were
willing to participate in the focus groups. Those who
were willing were then contacted by letter and then
tel ephoned to confirm their attendance. Focus group
respondents were again carefully chosen to reflect a
range of ethnicities, genders, economc activities and
Si zebands.

There were seven attendees at the Lanbeth focus group including: two
Bl ack British, two Black Caribbeans, two Bl ack Africans, one Asian.
There was one femal e respondent. The respondents represented a range
of activities including: an estate agents, public relations agency,
an i ndependent college of further education, a shipping agency, a
travel agency, a restaurant, an insurance broker and a second hand
bookshop. The focus group was held on the 3 Novenber 1998 and | asted
for about 2 hours.

There were six attendees at the Sout hwark focus group including: four
Bl ack Cari bbeans and two Bl ack Africans. There was one fenal e
respondent. These respondents represented a range of activities
including: a legal service, a clothing whol esaler, an estate agent, a
printer and an accountant. The focus group was held on 18 Novenber
1998 and | asted for about 2 hours.



Appendi x Two: Busi ness and Fi nanci al Support
Provi ders

| nt r oducti on

Thi s appendi x provides details on the support agencies in
Lanbeth and Southwark who were interviewed face-to-face
during the second stage of the research. It provides
information on their coverage of businesses, particularly
in relation to start-up, mcro and |arger businesses;
their main activities and services provided to their
clients; and their targeting of, and service provision
to, ethnic mnorities and ethnic mnority business
owners.

Busi ness Li nk London Centr al

Coverage: Business Link Central London provider business
support for grow ng businesses in the London boroughs of
Hanrmersm th and Ful ham Kensington and Chel sea, Canden,
Lanbeth and Sout hwar k. Al'l  sizes of businesses are
provided for, from start-ups through to 250 enployee
busi nesses through a partnership of organisations under
the Business Link wunbrella: Enterprise Agencies, the
London Chanber, FOCUS Central London Training and
Enterprise Council and the Business Link conmpany itself.

Activities: Business Link’s nmain activities are targeted
at grow ng SMEs. Personal Business Advisors (PBAs) offer
mentoring for grow ng businesses once they have reached a
certain size, currently about 10 enployees, hel ping them
to clarify their objectives and introducing them to the
nmost appropriate sources of help, information and advi ce.
Busi ness Link also offers a nunber of other services to
busi nesses. These include advice in the areas of design,
finance, innovation and technology and the Year 2000
pr obl em A series of ‘Business Masterclasses’ are
avail able to businesses such they can learn nore about
the latest thinking on wide range of topics. A specially
tailored portfolio of services is available to start-up
and snaller busi nesses through selected Enterprise

Agencies and business support organisations. These
include the Business 2000 |oan and support programre,
Busi ness Revi ews, help wth business planning and
traini ng.

Ethnic Mnority Businesses: Business Link does not have a
specific policy on ethnic mnority businesses, nor does
it collect information on the ethnicity of its client
base. However, it has developed Ilinks wth many



community grous, particularly in Lanbeth where it has
regular contact with the African and Caribbean business
community there. Business Link’'s recruitnent policy
means that enployee conposition nust reflect the overall
characteristics of the business population for both
directors and Dbusiness advisors. It has business
advisors from the USA, Europe, Asia and Australasia
speaki ng 14 | anguages in total.



El ephant Enterprises

Coverage: Start-up and established businesses |ess than 2
years old in Peckham and Sout hwar k.

Activities: Elephant Enterprises (EE) is a charity which
provi des support to local unenployed individuals w shing

to start their own business. It is funded by Southwark
Council, the Single Regeneration Budget (SRB), the
Eur opean Social Fund (ESF), Natwest bank and a nunber of
other charities. It does not charge for its services

though it does meke income through re-cycling furniture
and property managenent.

EE assists individuals who previously had little or no
direct experience of business - and perhaps little in the
way of formal education, nunmeracy and literacy - to
devel op basic business and other skills. There is a
strong enphasis on helping the social excluded living in
t he area. EE provides a range of services for start-up
and established businesses. It operates an business
enquiry service (if businesses are less than 2 years old
they dealt wth by EE, otherw se by Southwark Council).

Individuals are then given an ‘initial appraisal’ to
assess their suitability for business start-up. They are
then given a ‘training needs analysis’. EE provide a 7
week  business start-up course for the long-term
unenpl oyed and a 10 week course for wonen only business
training. Each of these courses is accredited to NVQ
Level 111 Bus. Oaner/Mnager. EE al so hel ps business

start-ups access further support including financial
support from agencies such the Southwark Credit Union,
Princes Youth Business Trust (PYBT), Geater London
Enterprise (GLE), the TECs and the banks. EE al so runs
the New Deal Self Enploynent Option for under 25s in
Sout hwar k and Lanbet h.

EE provides a nunber of other services. It runs a
mentoring service for recently established businesses.
It has an ethnic mnority business outreach worker who
reviews the progress of local ethnic mnority business

start-ups. EE, together with a nunber of |ocal banks,
plan to start a schene to reward good working relations
between local start-up businesses and their banks. EE

al so runs a nunber of local re-cycling schenmes including
one which re-cycles office furniture, fittings and
equi pnent .

Ethnic Mnority Businesses: EE is actively involved in
providing services to ethnic mnority businesses. By
virtue of its geographical position nost of its clients



are fromthe ethnic mnorities. For exanple, of the 337
apprai sals conducted in the year 1997/98, 69 per cent
were from the Black population, mainly Black African.
Only 17 per cent were Wiite British. The remaining 15
per cent were mainly Wite Europeans and Asians. As
noted earlier EE also has a worker dedicated to outreach
work with ethnic mnority businesses in Peckham EE al so
has a good representation of wonen. In 1997/98 45 per
cent of appraisals were with wonen. The respondent al so
suggested that EE s facilitation of ethnic mnorities
into enterprise offset the equal opportunities problens
the mnorities have accessing enploynent opportunities,
especially in Peckham



FOCUS Central London Training and Enterprise
Counci |

Cover age: Business advice, support and training for |arge
busi nesses in the London boroughs of Lanbeth, Southwark,
Hackney, City of London, Islington, Canden, Wstm nster
Kensi ngton and Chel sea, and Hamrersm th and Ful ham

Activities: FOCUS Central London’s main service provision
is targeted at |larger SMEs and large firnms (though FOCUS
manages Enterprise Agency contracts for start-up support
- see Lanbeth and Southwark Business Services). I n
particular FOCUS encourages businesses to adopt the
Investor in People (IIP) training standard. It also
provides the ‘Developing People in Business’ schene
(previously Skills for Small Business) which ainms to
encourage businesses to adopt a structured approach to
human resources. FOCUS al so provides a ‘ Managenent MOT',
a diagnostic tool for human resource systens. The MOT
i nvol ves the devel opnent of a best practice action plan
and refers businesses to other services such as ‘Mddern
Apprenticeship’ and °‘Mnagenent Devel opnent.’ It also
provides a ‘Train the Trainers’ progranmme ainmed at
encouraging trainers, including the ethnic mnorities, to
seek training accreditation through the Institute of
Per sonnel Devel opnent. FOCUS al so provides a nunber of
other training options, for exanple, NVQ, and advice on
I T and health and safety issues. FOCUS Central London
contract nanages the provision of these services which
are delivered by nunber |ocal and UK providers.

Ethnic Mnority Businesses: FOCUS Central London’ s
operates an Equal Opportunities policy which ensures the
representation of ethnic mnority business in service

provi si on. The policy also requires that providers
collect information on their service provision to ethnic
mnority businesses. FOCUS has also devel oped a pilot
project ‘Minagenent Developnent for Ethnic Mnority

Wnen’ in Lanbeth. This, it is hoped, wll provide a
best practice exanple which could be wused to inform
practice in other areas.

| nst ant Muscl e

Coverage: Start-up business support for young people,
wonen and the [ ong term unenpl oyed i n Lanbet h.

Activities: Instant Miuscle (IM is a UK charity which
provides free help and advice to the ‘doubly
di sadvantaged’, for exanple, the unenpl oyed who are from



the ethnic mnorities, or the disabled, wshing to enter
enployment or to set wup their own businesses. M
provi des busi ness start-up support for three main groups:
young people aged 18-30, mainly from the ethnic
mnorities, funded by Marks and Spencer; wonen, mainly
wonen returners, funded by a nunber of different parties,
and; those who are unenployed and aged over 25 years,
funded by FOCUS Central London.

IM pronptes its activities through |leafleting, PYBT,
Ll oyds Bank Business Guide, the |ocal Enploynment Service
and voluntary organisations in Lanbeth and Southwark.
Candi dates are assessed to see if they have the requisite
skills and whet her they have an acceptabl e busi ness idea.
Candi dates are then allocated a place on one of the main
programes (or a sent to another agency if they do not

fit the criteria). IM offer one-to-one advice on
formul ating business plans as well as other business
advi ce. I ndi viduals who are not at the business plan

stage are redirected to Threshold, another |ocal support
provider, which provides nore basic business start-up
cour ses.

Ethnic Mnority Businesses: IM is actively involved in
provi di ng services to et hnic mnority start-up
busi nesses. For exanple, on the young people aged 18-30
programe, 90 per cent were from the ethnic mnorities,
mai nly Bl ack Caribbean and Bl ack African. On the wonen
returners programe, 65 per cent were from the ethnic
mnorities, again nostly Black African and Cari bbean.

Lanbet h Counci |

Coverage: Start-up and established busi nesses in Lanbeth.

Activities: The incunbent authority is developing a new
busi ness support strategy linked to job creation. There
are four min elenents to their current or proposed

service provision: Town centre initiatives - Brixton,
Cl apham Norwood, Streatham and Vauxhall are to have a
town centre nanager. Local area and town centre

initiatives, it is argued, can provide a nore focused
role for businesses and an inproved response by business

support agencies to |ocal business needs. A ‘property
shop wll list all the available premses in the
borough, a slightly nore Ilimted service is already
provided by Nelson Bakewell chartered surveyors. A
consul tation exercise with Lanbeth businesses concerning
the perception and use of council services wll take

pl ace. The council is also wundertaking an infornal



consultation exercise wth the Brixton Town Centre
partnership, Southside Chanber and Streatham Business
Forum to devel op an understandi ng of business concerns.
Finally, the council 1is addressing businesses’ finance
concerns by bringing banks and other financial agencies
together with | ocal business partnerships.

Ethnic Mnority Businesses: The council has no specific
policy on assisting ethnic mnority businesses, although
a recent successful ESF bjective 4 proposal, targets
ethnic mnority owned snall businesses, supported by
| ocal busi ness organi sati ons, Sout hwar k  Counci | and
Busi ness Link London Central. It is also argued that by
virtue of pronoting business support activities in an
area with a high ethnic mnority population the council
will inevitably help ethnic mnority businesses.



Lanbet h and Sout hwar k Busi nesses Servi ces

Cover age: Fundi ng and support for start-up and
est abli shed businesses with less than 10 enployees in
Lanbet h and Sout hwar k.

Activities: Lanbeth and Southwark Business Services
(LSBS) provides a nunber of services for business start-
up and existing business owners resourced jointly by
Business Link London Central, FOCUS Central London,
Greater London Enterprise and South Bank University.
LSBS's ‘Going into Business Sem nar’ provides a half day
i ntroductory sem nar for potenti al entrepreneurs
preparing for, or thinking about, starting a new business
(which costs £10). The ‘ Business 2000° schenme provides
advice and interest free |loans of up to £2,000 for start-
up businesses or businesses trading for less than 1 year
(6 nonths no repaynent, 12 nonths interest free
paynments). This schene also offers a one year progranme
of advice, support and training from a business advisor
t hrough period neetings. The schene also offer one day

special topic training workshops. In the Cross River
Area the Business 2000 schene provides a £1,000 grant
rather than a | oan. Both schenes are contingent on the

busi ness owner providing an acceptable business plan as
wel | as neeting a nunber of other conditions.

LSBS al so provides ‘Business Reviews’. These are health
checks for established businesses where the business
owner sits down with a business advisor (for three half
days) . Advi sors provide advice on financial systens,
marketing, premses, staff training, and other nore
general /troubl e shooting advice. The advi sor prepares a
report and action plan on the business. Reviews are
subsi di sed and cost £75. They are free in the Cross
Ri ver Partnership Area. LSBS al so provides access to
‘soft loans’ of up to £10,000, through the London Gowth
Fund, for business wi shing to expand enploynent. It also
provi des an open access conputer resource, which is free
to Business 2000 clients. Finally, LSBS provides free
general business information and advice to all small
busi nesses in Lanbeth and Sout hwar k.

Ethnic Mnority Businesses: LSBS does not have a policy

on ethnic mnority businesses. However, it S
contractually obliged to <collect information on the
ethnicity of participants. Information for the year

1997-98 shows that just under 55 per cent of participants
on Business 2000 and 33 per cent of participants on
Busi ness Reviews, are non-Wite. LSBS gives priority to
ethnic mnorities and refugees in accepting businesses on



to its schenes and enploys a business advisor to give
speci alist advice where this is required. It is unclear
why ethnic mnority business representation on Business
2000 i s higher than on Business Revi ew.



M dl and Bank

Busi ness Coverage: Start-up and established busi nesses.

Fi nanci al Business Services: Business current account,
borrow ng/raising finance (overdrafts, |oans, Small Firns
Loan Guarantee Schene, conmercial nortgages, |easing and
hire purchase, sales |inked finance, corporate finance),
savings, investnents and insurance. Two vyears free
banking for start-up businesses with less than £1 mllion
turnover (the business owner nust also have a personal
account at the Dbranch). Conmunity Banking - ||oca
managers have the authority to nmke all (or nost)
financial decisions concerning |ocal business accounts.
Al'l account holders are allocated a business banker, wth
know edge of business issues. Account Openi ng Cuarantee
- Mdland will pay £10 to business custoners every tine
it fails against set standards, for exanple, businesses
who do not receive their first cheque book w thin seven
days of opening the account. Tel ephone  banki ng.
El ectroni c banki ng - Hexagon and BACS

Non- Fi nanci al Business Service: Starting a Business Pack
- free brochure, video and CD-ROM for business start-ups.
This includes exanples of how to wite a business plan
and forecast cash flow  The bank’s personnel also offer
limted assistance to business owners devel opi ng busi ness

plans and cash flow statenents. However, in nost
instances they are referred to an external support
agency, for exanple, Business Link. The bank also

provi des Business Profiles which give details on starting
up different types of business activities. For exanpl e
information on custoners and conpetitors, typical start
up costs, legal considerations and training courses. The
bank provides information on franchising, exporting and

i nporting.

Ethnic Mnority Businesses: Mdland Bank does not have a
policy on ethnic mnority businesses but operates an
equal opportunities policy for its workforce. The bank’s
general philosophy is that ‘all businesses are treated
the sane’. However, it has developed the South Asian
Banking Unit, a central function set up to manage the
strategic growmh of the bank’s Indian and Pakistani
busi ness custoners in the WK It also pronotes a
‘communi ty banking’ approach which seeks to ‘understand
and serve the needs of Britain's many  diverse
communities’. The banks has sponsored a nunber of
di fferent initiatives which seek to pronpote equal
opportunities in the UK for both individuals and
busi nesses. In particular, the bank sponsors the ‘Race



for Opportunities Canpaign’ which focuses on ethnic
mnority businesses. M dl and bank does not collect
information on the ethnicity of its business custoners.

Sour ces: M dl and Bank (1997) Equal Qpportunities
Initiatives, Mdland Bank, London, July.

M dl and Bank (undated) Ethnic Mnorities in the UK Race
for Opportunity, Mdland Bank, London.



Nat west Bank
Busi ness Coverage: Start-up and established busi nesses.

Fi nanci al Business Activities: Business current account,
borrow ng/raising finance (overdrafts, business start-up
and devel opnment |oans, ‘flexible business |oans’, Small
Firm Loan CGuarantee Schene, |easing, contract hire and
| ease purchase), savings, investnents and insurance.
Start-up businesses are offered free banking for the
first year of operation, and discounted banking for three
and half years, whether the account is in credit or in
debt, as long as they do not have nore than £1 mllion
turnover (free banking does not i nclude overdraft
arrangenent fees). Tel ephone and conputer |inked banking
facilities. The bank offers specialised services for
agricul tural busi nesses and | egal and heal thcare
pr of essi onal s.

Non- Fi nanci al Business Activities: Each branch has a
“Small  Business Adviser’ for start-up and established
busi nesses. The bank provides a nunber of guides and
conput er packages, for exanple, ‘The Business Start-up
Guide’, ‘Mking the Mdst of Your Business’, ‘In Control
and the conputer package ‘In Control’. The bank provides
a business help line ‘Businessline’ and on-line conputer
based account access service ‘Bankline Cash Mnager’.
The Dbank also provides a nunber of topic specific
servi ces, for exanple, f ranchi si ng, I nnovation and
grow h, and payroll. The bank has a referral systemto
| ocal support agencies, for exanple, Business Link and
the Princes Youth Business Trust (PYBT).

Ethnic Mnority Businesses: Natwest Bank does not a have
a specific policy on ethnic mnority businesses.
However, the bank enploys Asian Business Mnagers to
specifically work with the Asian business comunity. It
also utilises ‘Area Small Business Advisers’ which are
responsible for building relations between the banks and
busi ness comunities in particular geographical areas.
The bank has also wundertaken research on Asian and
Car i bbean busi nesses.

Sources: Natwest Bank (1997) The Business Start-Up Quide,
Nat west Bank , London, October. Nat west Bank (1996)
African-Cari bbean Business and their Banks, Natwest Bank,
London, March.



Pri nces Youth Busi ness Trust

Coverage: Business start-up funding and advice for the
“unenpl oyed, under-enployed or of limted neans” aged 18-
30, particularly the ethnic mnorities, ex-offenders and
t he di sabled in South London.

Activities: South London Princes Youth Business Trust
(PYBT) provides business start-up funding and support to
i ndi viduals aged 18-30 who wish to start a businesses but
have been refused funding by two commercial banks, though
support S particul arly targeted at t he et hni c
mnorities, ex-offenders and the disabled. PYBT covers
the South London area, in particular, Lanbeth, Southwark,
Wandsworth, Kingston, Merton, Bexley, Lew sham Croydon

Brom ey, G eenwi ch and Sutton. PYBT is funded through
governnment, local authorities, l|large corporate donors and
TECs. Most funding is received through head office which
is then allocated to the regions.

The main service provided by PYBT is the allocation of

| oans and grants. Loans of up to £5,000 are avail able
with no repaynent for the first 6 nonths and 3 per cent
interest repaynent thereafter. Non-repaynent grants of
£1,500 are available to those exhibiting *“special
har dshi p”, for exanpl e, ex- of f ender, | ong term

unenpl oyed, |oan parent, poor social housing. A European
mar ket grant of £350 and a market test grant of £250 are

al so avail abl e. PYBT also provide general business
advi ce and support through nentors and outreach workers.
It has a free legal advice line. PYBT provides free

mar keting opportunities at exhibitions and product fairs.
It holds business clubs every 3 nonths and special topic
clinics on, for exanple, accounts, marketing etc. PYBT
also offers referral to other support providers, for
exanple, where help is needed devel opi ng a business plan
on which application for grants are assessed. It also
hel ps applicants secure matched funding through the
conmer ci al banks.

Ethnic Mnorities: PYBT is actively involved in providing
services to the ethnic mnorities. The ethnic mnorities
are one of PYBT' s target groups. Around 40 per cent of
successful start-ups in South London are from the ethnic
mnorities. PYBT uses outreach workers from a nunber of
different ethnic backgrounds. The use of outreach has
been increased recently and is expected to bring nore
ethnic mnorities into PYBT this year. On the other
hand, PYBT's |oan and grant assessnent panel still tends
to be dom nated by white m ddle aged, mddle class, nen.



Questions have also been raised as to the nessage that
the ‘Princes Trust’ gives to potential non mainstream
appl i cants.

Sout hwar k Counci | Busi ness Desk

Cover age: Business Support for Established Businesses in
Sout hwar K.

Activities: Southwark Council Business Desk provides a
nunber of services for businesses in Southwark. One of
its main areas of woirk is a ‘referral service for
busi ness owners wanting to access business services from
ot her support providers. For exanple, start-up enquiries
are directed to Elephant Enterprises or Lanbeth and
Sout hwar k Business Services. The Business Desk also

provides other information services. These include a
comercial property register and a business directory.
The council also operates a loan fund - see Southwark

Credit Union.

The Business Desk also facilitates the ‘ Southwark

Busi ness Partnership’. This is a DIl ‘Local Partnership
Initiative’ inspired project which ainms to provide a
‘busi ness partnership forum. The partnership is

intended to provide a channel through which business
organi sations and the council can comuni cate, though it
also wused to deliver a nunber of special ‘topic’
presentations and neetings, for exanple, on business
finance, welfare to work or |ocal parking. The Busi ness
Desk al so undertakes a good deal of project work. For
exanple, it has been involved in setting up an ethnic
food festival.

Ethnic Mnority Businesses: The Business Desk does not
have a specific policy on ethnic mnority businesses.
However, around 90 per cent of business owners who use
the enquiry service are fromthe ethnic mnorities. This
reflects, to a degree, the high proportion of ethnic

mnority in the borough but also a perception, it is
argued, that the Business Desk and El ephant Enterprises
are seen as the ‘last resort’ for ethnic mnority
busi nesses. The council also funded the Association of

Mnority Contractors (AMC), through its voluntary sector
grants programre, and set targets for assisting wonen
ethnic mnority businesses.



Sout hwark Credit Uni on Devel opnent
Agency

Coverage: Loan assistance and support for Southwark
busi nesses with |ess than 50 enpl oyees. Busi ness owners
must al so live in Southwark.

Activities: Southwark Credit Union Devel opnent Agency,
together with support from Southwark Council, provides
funding and business support for Southwark businesses.
Busi nesses can access loans from between £3,000 to

£10,000 from the Small Busi ness Revolving Fund.
However, nost awards range between £3,000 and £5, 000.
Very few awards are nmade for £10, 000. The schene

currently funds 31 busi nesses.

Busi nesses find out about the Credit Union through ‘word
of nouth’, advertisements in |ocal business nmagazines,
|l eafl ets displayed in Jobcentres and Career Ofices.
Applicants also often phone the ‘Southwark Business
Desk’ . Interested parties conplete an application form
and enclose a full business plan. In all cases the
business plan is forwarded to Elephant Enterprise who
inprove and refine it, and to some extent assess its
val ue. The final decision on the allocation of a |oan
award is made by the Small Business Revol ving Fund Panel .
The panel consists of tw enployees from Southwark
Counci |, one from El ephant Enterpri se, one from
Canberwel | Credit Union, one from Southwark Credit Union
Devel opnment Agency and one from LI oyds Bank.

Ethnic Mnority Businesses: The Credit Union does not
explicitly target ethnic mnority businesses. However ,
over 93 per cent of total loan funds are allocated to
ethnic mnority business, in particular, N gerians, Black
British and Cari bbean. For exanple, 53 per cent of al

| oan funds all ocated between Septenber 1997 to March 1998
went to Nigerians.
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