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Abstract

Surveys examining generational differences of ethnic minority firms are limited. Policy makers have a specific interest in support needs of different types of business and need to know how support should be segmented. This is especially important at a time of considerable reorganisation of support infrastructure, reducing the number of programmes dramatically. This paper will explore the extent to which ethnic minority support is a useful concept by examining the following research questions: What are the differences between businesses owned by first and second-generation ethnic minorities? How are support needs different? What are the policy implications for BME business support?

A survey was carried out with 200 BME businesses in the South East of England, drawing from a regional sample frame of 1100 BME businesses and using quota sampling for structured questionnaire interviews. In addition, the paper draw on qualitative data collected through semi-structured interviews with 62 BME owner/mangers.

Second generation businesses were found to be more growth oriented, more likely to be innovating and more involved in exporting as a part of their sales. However, those first generational firms exporting were found to be much more likely to have a majority of the sales going to export markets. A slightly larger proportion of second generation businesses were women owned or co-owned by women. With regard to access to finance, similar numbers of first and second generation businesses were accessing bank finance but qualitative data shows that there are generational differences with second generations using bank finance for start up and first generation preferring to use banks only once established. 

A majority of the surveyed second generation business owner/managers considered that there were not ethnic specific business support needs and of the remaining 44%, many considered the specific needs related to other businesses (typically first generation owned BMEBs), rather than their own. More second generational business owners sought support and they are much more likely to involved in business networks and membership organisations. While there are specific support needs of new arrivals, for many businesses owned by ethnic minority people, support needs are more likely to relate to sectoral and size issues. For support provision there are implications in terms of the means by which support is provided. 
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Introduction

This paper examines the generational differences between ethnic minority firms in the South East of England and their business support needs. In the context of simplification of business support in the UK, questions are being raised over the most appropriate type of business support for black and minority ethnic businesses (BEMBs). Key research questions are: What are the differences between businesses owned by first and second-generation ethnic minorities? How are support needs different? What are the policy implications for BME business support?

Studies by Ram, Jones and Patton (2006) and McPherson (2004) demonstrate that many BMEBs have little affinity with the term ‘ethnic minority entrepreneur/business’. Moreover, for second-generation ethnic entrepreneurs there is a greater likelihood that they would be pulled into self-employment rather than being pushed into it as is more commonly found with their first generation counterparts (Anderson and Khalid 2006). With this in mind, questions are being raised as to the extent to which second-generation BME business owner/managers face specific support needs (Ullah et al, 2006). As literature suggests, irrespective of ethnicity or generational background of the owner/manager, BMEBs are more likely to face constraints, both actual and perceived, than white-owned businesses (CEEDR, 2006a; Whitehead, Purdy and Mascarenhas-Keyes 2006).

There is therefore a need to go beyond approaches that ignore diversity of business types and assume all businesses have equal access to markets, resources and information. Etnicity is an important issue although there is a danger of taking an ‘over-socialised’ ( or cultural deterministic) view that assumes too great a role for ethnicity in shaping behaviour (Granovetter, 1985). This paper develops a more nuanced approach that reflects both the role of ethnicity but also other factors such as generational differences. With this in mind this paper draws on the mixed embeddedness approach. 

Literature Review

Research on ethnic minority businesses taking the mixed embeddedness approach has emphasised the need to understand how owners and mangers may be embedded in cultural, socially structured and institutional milieus (Portes and Sensenbrenner 1993, Kloosterman, van der Leun, and Rath 1999, Rath 2000, Schnell and Sofer 2002, Barrett, Jones and McEvoy 2001a, Barrett, Jones, McEvoy and McGoldrick 2002).  

Therefore, any study pertaining to ethnic entrepreneurship needs not only to be appreciated from the concrete embeddedness in social networks, but also the more abstract embeddedness within the socio-economic and politico-institutional environment of the country in which ethnic entrepreneurs settle (Kloosterman et al 1999, and Kloosterman and Rath 2001).  It is the complex interplay of these processes, rather than the simple mobilisation of ethnic ties and resources – reliance upon familial and co-ethnic labour as an example - that account for the manner in which ethnic minority businesses differ from the wider small business population (Ram and Smallbone 2001). 

Peters (2002), however, suggests that the impact of ‘generations’ and the entrepreneurial process is not acknowledged within the mixed embeddedness model espoused by Kloosterman, Rath, Schnell, Portes, Barrett and others.  Moreover, as Peters goes onto to argue, while the mixed embeddedness model gives a more comprehensive explanation of immigrant entrepreneurship than previous models, it nonetheless fails to explain the wide-ranging inter and intra-ethnic differences in entrepreneurial activity due to its focus on the lower end of the markets (Peters 2002). 

This research shows the changing group characteristics of different cohorts of ethnic entrepreneurs over time, how opportunity structures change in order to facilitate these cohorts, and the ethnic resources and class resources (including education) such cohorts would have at their disposal.  There are also gender dimensions with changing aspirations of women between generations. Research has shown that there are low levels of self-employment amongst Muslim women (Ram and Jones, 1998). However, research on refugee entrepreneurs has found that women may be involved in less formal home-based enterprises which the business owners themselves do not consider an enterprise (CEEDR, 2006b). It should also be recognised that females have an unacknowledged [hidden woman] role in many businesses (Dhaliwal 1997) with daily supervision of employees rather than overall control.

Collins (2002), Peters (2002), Smallbone, Bertotti, and Ekanem (2003), and Ram et al (2006) suggest the changing nature of cultural, social–economic and politico-institutional environments, and opportunity structures, have led an overwhelming majority of second-generation ethnic entrepreneurs to be located in new dynamic firms that rely more on class than ethnic resources to operate.  Moreover, despite the fact that such firms require additional capital at start-up, they are largely, less labour intensive than businesses established by their first generation counterparts. 

Generational differences are emerging within ethnic minority groups, especially in the areas of qualifications/skills, location, business practices, innovation and investment (Froschauer 2001, and Deakins, Ishaq, Smallbone, Whittam and Wyper 2005).  East Midlands Observatory Final Report (2001) for example, notes that second-generation entrepreneurs are much more likely to be better qualified than their first-generation counterparts, and because of this there is a marked improvement in business performance.  Tann (1998) in her study of South Asians within pharmacy observed a similar situation.  A further difference between the generations is their perception of ethnicity.  Whereas, the first-generation association with ethnicity is widely reported,  the second-generation are ‘self-consciously aware of ethnicity as a resource, which can be either commercially exploited or suppressed, depending on the nature of the particular situation (Vermeulen and Govers cited in Peters 2002). This finding is confirmed by this study and by other studies (McPherson 2004; Ram et al, 2006).  

To illustrate the point, first generation entrepreneurs, as Chan and Pang (1998) argue, have not adapted well to changes in market and social trends, preferring instead to adopt a myopic style of management, and display traditional behaviour toward resource mobilisation. Consequently, such a view not only reflects a low risk attitude towards business strategies with its emphasis on ensuring continued security within co-ethnic markets, but first generation wish also to maintain stability and familiarity within their social networks - a view that has been acknowledged extensively throughout ethnic small business literature (Froschauer 2001).  

The second-generation offspring, however, find entrepreneurship less a source of economic survival, but more a source of economic advancement. As Pang (2002), and Leung (2002) point out, the new breed of second-generation Chinese restaurateurs for example, in Belgium and Germany respectively, are able to distinguish themselves from the first-generation or even the ‘new comers’ via fluency in the language of the host society, and being better educated and knowledgeable in the ways ‘of doing things’.  Since these second-generation offspring are more integrated into the host society than their parents, such knowledge allows for easier access to information that helps with the development of their business and management skills, the assessment of market demands, and alerts them to changes in lifestyle of the host society (Pang 2002, and Leung 2002).  

Equally, the second-generation are able to tap into a network of business support agencies and sources of finance, portray more of a customer-orientated approach to business, react to competitors, embrace new technologies, and are more willing to diversify the business and enter new markets.  More importantly, the second-generation are willing to extend their social networks beyond that of their immediate co-ethnic community to include members of the wider host society and other ethnic groups (Smallbone, et al 2003, Deakins et al, 2005, and Ram et al 2006). With regatrd to employment practices, it is found that the second-generation ethnic entrepreneur, in an effort to overcome some of the constraints imposed by employing ‘family members’, are moving away from the reliance on informal networking to obtain familial labour and co-ethnic ethnic labour (Basu and Goswami 1998, Janjuha and Dickson 1998 and McEvoy cited in McCarthy 2002). 

An understanding of generational differences is required by business support agencies and financial institutions so they can respond to the needs of different types of businesses (See Smallbone, Ram, Deakins and Baldock 2001, and Ram and Smallbone 2001 for a more comprehensive analysis of support for ethnic businesses). There are questions over the extent to which the needs of ethnic minority businesses are similar to, or different from, other mainstream businesses (Chua, Chrisman and Sharma 1999, and Ram and Smallbone 2001). In particular there is a need to explore how the needs of ethnic minority businesses may be different between generations of the same ethnic group and there are implications for how any support is delivered.   

Methodology 

The study used a multi method approach drawing on both quantitative and qualitative methods. For the quantitative survey 200 business owner/managers were interviewed, random sampling drawing from a sample frame of 1100. Quotas were used in order to ensure that it is broadly reflective of different ethnic groups and sectors. Therefore, 50 owner/managers were interviewed from the African-Caribbean group, 39 from the Indian, 39 from other South Asian, 43 from Chinese and 29 from other BMEB groups. The sample included 74 businesses owned (43) or co-owned by women (31).

A South East Region BMEB sampling frame database was developed by a series of mapping exercises. This provided a regional BMEB data set covering the key sectors and locations and was large enough to ensure a minimum 20% response rate in the interviews. The survey also included 25 cases of voluntary and community sector/ social enterprises. Businesses in the following sectors were interviewed in order to encompass a broad mix of traditional and emerging BMEB sector activities as follows: 

· Manufacturing (notably textiles and clothing – particularly relevant for South Asian businesses) and construction (13 cases); 

· Retail and wholesale (notably with regard to mini-markets, food retailers, clothes shops and pharmacies) (50 cases); 

· Hotels and catering (particularly relating to the wealth of BMEB restaurants and takeaways) (50 cases);

· Business and professional services (a growing area of activity for second generation EM groups) (40 cases); 

· Personal and community related services (relating to transport,  hairdressers and beauty salons, environmental/community activities such as play groups and childcare groups and even museums/cultural activities) (47 cases).

The sample allowed detailed comparisons between generations with 62% of the sample were from the first generation and 38% from the second. Second generation ethnic business owners are defined as those who were born in the UK (42 cases) or arrived in the UK before they were 14 (32 cases). This definition includes those people who have had a important parts of their education and early adult years in the UK. Due to the small number of 3rd and 4th generation BME business owners in the sample, all non first generation respondents are classified as second generation. Where there are partnerships of first and second generation owners, the senior partner was interviewed and the business classified by their generational status. Details of generational balance in the sample for each ethnic group are shown in Table 1. 

Table 1: Ethnic and generational details of the sample 

	
	
	1st Generation
	2nd Generation
	Total

	African
	N
	25
	9
	34

	
	%
	73.5%
	26.5%
	100.0%

	Caribbean
	N
	2
	14
	16

	
	%
	12.5%
	87.5%
	100.0%

	Indian
	N
	23
	15
	38

	
	%
	60.5%
	39.5%
	100.0%

	Bangladeshi
	N
	7
	6
	13

	
	%
	53.8%
	46.2%
	100.0%

	Pakistani
	N
	12
	14
	26

	
	%
	46.2%
	53.8%
	100.0%

	Chinese
	N
	36
	6
	42

	
	%
	85.7%
	14.3%
	100.0%

	Other Ethnic
	N
	18
	10
	28

	
	%
	64.3%
	35.7%
	100.0%

	Total
	N
	123
	74
	197

	
	%
	62.4%
	37.6%
	100.0%


This is data is presented to provide background information on the sample. The differences between ethnic groups in terms of the proportion of first and second generation migrants is interesting but not statistical significant due to the small numbers and the need to have quotas for particular sectors.

Questionnaires and topic guides were developed drawing on issues raised in a research review stage. While ensuring that important issues were probed into, the length of the interview was kept to a minimum to ensure businesses were not unnecessarily burdened.  The questionnaires were pilot tested with different types of potential respondent to ensure that the data collected was as of as high a quality as possible. The questionnaire covered the following issues:

· Turnover and financial contribution 

· Employment

· Growth orientation

· Impact on local communities and employees. 

· Social inclusion, community involvement and cohesion, 

· Social capital/inter-firm business links

· International links and networks.

· Take-up of different forms of support from government, third sector and private organisations

· Sources of finance (start up and for growth)

· Barriers encountered (i.e. by both new and more established businesses)

In order to examine in greater depth the experiences of different types of entrepreneurs, including with respect to different forms of impact, and specific constraints faced, 62 lengthier semi-structured interviews with owner-managers were conducted, face-to-face or by telephone.  Where there was a danger of ethnic minority owner-managers with limited/partial English language skills being excluded, bilingual interviewers were utilised. 

Interviewees were selected purposely in order to provide a cross-section of types of businesses relevant to the study.  Initial contact involved a letter of invitation, clearly but succinctly describing the purpose, benefits and importance of the study, followed by a telephone call.  Interviewees were provided with a draft version of their case study for them to comment on and correct if necessary.   

Findings

The results of the survey in table 2 show that there are sectoral differences between the generations. While there are no statistically significant results due to the small sample size in each sector, there is an indication that second generation entrepreneurs have moved away from traditional catering sector activities, which only represent 17.6% of their overall share, compared to 30.1% of the first generation survey share.

Table 2: Broad Sector by Second Generation 

	 
	N
	1st Generation
	2nd Generation
	Percentage of All interviewees

	Manufacturing, Construction & Transport
	12
	4.9%
	8.1%
	6.1%

	Retail & Wholesale
	50
	21.1%
	32.4%
	25.4%

	Hotels & Catering
	50
	30.1%
	17.6%
	25.4%

	Business & Professional Services
	40
	19.5%
	21.6%
	20.3%

	Personal & Community Services
	45
	24.4%
	20.3%
	22.8%

	Total
	197
	100.0%
	100.0%
	100.0%


The gender balance of business owners differs between generations with more women owned and co-owned businesses amongst the second generation businesses (41.9%) compared to first generation businesses (33.3%). The survey also found that second generation business owners are more likely to be running their business in conjunction with other businesses and other paid employment. Details of the extent of portfolio entrepreneurship are shown in table 3. There are also considerable differences according to ethnicity. The highest proportions of these serial business owners were within the African and Pakistani groups (both 20%), followed by Indian respondents (17%).  The most common other businesses were commercial or residential property rental enterprises.  

Typically, such source of income represented about half of the respondent’s overall income (mean 53%, median 50%). This is an important insurance strategy especially in the early stages of start up.



Table 3. Use of other sources of income

	
	1st Generation
	2nd Generation
	Total

	
	N
	%
	N
	%
	N
	%

	Employed while running their business
	25
	20.3%
	20
	27.0%
	45
	22.8%

	Running other businesses
	21
	17. 1%
	20
	27.0%
	41
	20.8%


In terms of size of business table 4 shows that second generation businesses appear to be slightly larger in size, with nearly twice the proportion of surveyed firms with over 25 staff (10.8% compared to 5.7%) and over a quarter of second generation surveyed firms (25.7%) have ten of more staff, compared to just 14.6% of first generation. However, due to the sample size, these results are not statistically significant. 



Table 4. Number of employees

	
	1st Generation
	2nd Generation
	Total

	N
	123
	74
	197

	1-4 employees
	58.5%
	50.0%
	55.3%

	5-9 employees
	26.8%
	24.3%
	25.9%

	10-24 employees
	8.9%
	14.9%
	11.2%

	25+ employees
	5.7%
	10.8%
	7.6%


Larger businesses have to develop a range of human resources procedures and employ specific staff to carry out these aspects. There are also differences in recruitment practices found from the qualitative studies. With regards to the generational issue, first-generation owner/managers were more likely to recruit and employ family members in key positions – irrespective of skill level – citing trust and obligation as key factors. The second-generation report that they were either very reluctant, or will not employ family members. 

Further differences can be found in the extent of growth orientation of businesses run by people of different generations. Table 5 shows that three-quarters of surveyed second generation businesses were actively growth seeking during the 12 months prior to the interview, compared to just 57.4% of their first generation counterparts (significant at beyond 0.05 level).  It is notable that second generation owned businesses are performing considerably better than their first generation counterparts. Second generation owned businesses exhibit a significantly (at beyond 0.05 level) higher proportion of businesses with sales turnover increasing by at least 10% in the previous year (63%) than amongst their first generation counterparts (42% - see table 5). Qualitative data presents a more nuanced understanding of growth intentions. First generation owners of businesses appear more likely to be growing without moving out of their current sector. Second generation business owners are divided into two types. Firstly there are those in ‘traditional sectors’ such as catering and retail where they share similar characteristics to first generation business owners. Secondly there are those in knowledge intensive and new sectors where growth is linked to innovation, although rarely with large amount of capital investment. 

Table 5: Growth orientation of businesses

	
	1st Generation
	2nd Generation
	Total

	
	
	
	

	Percentage wanting to grow
	57.4%
	75.0%
	63.9%

	Percentage with sales turnover increasing by 10%
	40.2%
	63.3%
	49.7%


It should be noted that many business owners show a preference towards stability rather than growth or are looking for an exit strategy. Businesses found in retail and catering indicated that growth is no longer a viable option within the ‘saturated markets’ they operate.  For these respondents the need for business survival by staving off the threat of increasing competition and circumventing certain legal restrictions (changes in retail and catering legal requirements, non-compliance with labour laws et cetera) appears to be the main priority, certainly for the short-term. The situation faced by these particular respondents reinforces findings within other studies wherein entrepreneurs are ‘trapped’ in locations and markets that yield a low propensity to grow and experience low consumer spend. Those respondents wanting to close their business indicate that such exit strategies entail selling off / leasing the business as a going concern, or allowing the business to come to its natural end without plans of a revival.  

Factors related to growth include innovation and the use of new markets, particularly in an international sphere. Table 6 below shows that 51% of second generation businesses were developing new products and services, compared to 37% of first generation businesses. This is a broad indication of the level of innovation that includes both more radical development of products and processes and the introduction of existing innovations from outside of the business. Surveyed BMEB owner/managers were asked what proportion of their current sales turnover was generated from the local town/city market.  More than two-thirds (69%, n=183) obtained at least half of their current trade from their local area market, with two-fifths (39%) obtaining all current sales turnover from the local market. The second-generation businesses appear to be more diversified with ‘break out’ from ethnic niches, by developing new products and services or finding new markets – particularly overseas.  While second generation businesses are more likely to export, those first generational firms exporting were found to be much more likely to have a majority of the sales going to export markets. Analysis shows that eight of the 21 exporters in the first generation had exports as more than 50% of their sales compared to only three of the 20 second generation exporters. 




Table 6: Innovation and internationalisation amongst different generations

	
	1st Generation
	2nd Generation
	Total

	
	
	
	

	Percentage with new products and services
	37.3%
	51.3%
	42.6%

	Percentage exporting
	18.9%
	29.4%
	22.9%

	Percentage exporting more than 50% of sales
	7.2%
	4.4%
	6.1%


However, on further exploration of international activity, findings reveals beyond sales, overseas links are used as a pool from which to access finance, labour and supplies. Evidence suggests there is little difference in terms of experience between the two generations. However, the South Asians and Chinese display the highest propensity to go ‘beyond sales’. For instance, the pressure for product/service ‘authenticity’ has led a number of South Asian (India, Pakistan, Bangladesh and so forth) and Chinese first and second-generation owner/mangers to employ chefs, waiters et cetera from overseas.  Although, they recruit via such international links, all complain such an approach is problematic for two reasons.  Firstly there is no system in place to verify and/or assess the skills level and competence of individuals from overseas. Secondly, the process of obtaining work permits has become increasing difficult due to bureaucracy at various Embassies. Despite these setbacks, owner/managers still favour such an approach. 

With regards to finance, again a small number of first and second-generation owner/managers indicate that such access is not restricted to ties within the UK, but extends also to relatives in India, Kenya, Canada, Hong Kong and main land China.  Despite this approach to borrowing from relatives, evident are cultural nuances - not borrowing from female family members, and family obligations.  Finally, overseas links are seen as a way of creating value for customers and to produce quality products for less money than competitors.  Moreover, a majority of these links are via informal and formal means.  For instance, a minority of South Asian owner/managers return to Pakistan and India on a regular basis for ‘bulk shopping trips and to meet with suppliers’. Whereas, others source products from places as far away as Taiwan and Singapore, not to mention countries across mainland Europe.  As the following case history 1 highlights: 

Case study: Overseas Links – A Case of a Training Company  

The second generation CEO of a management and development business suggests that a large percentage of the firm’s activity is targeted within Pakistan’s management training and development sector. Therefore, in one direction the respondent has entered the Pakistani market, via informal means - collaborations with a highly credible and respected local training provider whom of which is a friend of the respondent’s father – and in the other direction through formal means by way of the British Council trading mission in Pakistan.  The business model is underlined by an ability to bridge identities drawing on norms and practices of both British and Pakistani cultures: 

· The low set-up costs, a process of referrals, 

· The perceived notion of a ‘western’ management training organisation 

· Quicker lead times for the delivery of training courses 

· Links with a highly respected ‘local’ management trainer 

· Programmes endorsed by the British Council

· A more targeted approach in accessing appropriate delegates from corporate, government and multi-national companies. 

In the opposite direction, the respondent sources all relevant training and promotional materials used both in the UK and overseas from local printers and providers of corporate merchandise in Pakistan also. 

The survey found that 30% had sought external finance (i.e. from outside of the internal resources of the business and its partners or directors) during the last three years. There is little or no difference between first and generation owner-manager response rates to use of external finance, with 30.1% first generation respondents using external finance compared to 28.4% of second generation respondents. There are ethnic differences and African owned businesses (41%) showed the greatest propensity to seek external finance, followed by Indian owned businesses (36%), whilst only 12% of Pakistani and 23% of Chinese owned businesses seeking such finance.  Sectoral analysis reveals that around one third of businesses in each sector had sought external finance, with the exception of business and professional services, where only 18% had done so during the last three years.  

The main reason given for not having sought external finance was that there had been ‘no need’ for it (61%).  However, a small number of responses indicated that external finance might have been sought but that they had been deterred for various reasons.  Reasons given for not seeking finance included: fear of debt (8 cases); the high level of expense of business loans (3 cases); not knowing where to go to for appropriate funding (2 cases).  As the following illustrates:  

“I have only been resident in the UK for a couple of years and am unable to obtain a credit status with any banks.”

“Banks do not understand ethnic businesses.”

“I really needed some help to prepare a business plan and present my business ideas to the bank, but was unsure where to go to receive this type of advice.”

“Banks do not lend to restaurants as they are far too risky to do business with.”

The detailed qualitative studies show that many first generations have strong community and family links that they rely on for start up finance but are more likely to use bank finance for business development and growth. There is evidence of considerable loyalty to banks amongst first generation businesses that have long working relationships and where the bank is familiar with the business and its owner. 

Second generation businesses were more likely to be using overdraft facilities, savings and retained profits than bank loans. However, second generation business owners in family businesses were found to have good links to banks. These particular respondents are able to draw upon the ‘rapport and good will’ established by their fathers over many years.  

Several of the second generation South Asian businesses were also using private investors. This involved the respondent and business partner(s) developing a business plan, along with financial projections, estimated returns on capital employed, then formally presenting these ideas to ‘potential investors’.  Investors, in this instance, tend to be Business Angles and / or interested parties from the family, friends or co-ethnic community. Due to cultural familiarity these investors are promised a high return on their investment. For respondent and interested party alike this replaces the term ‘borrowing from’ with ‘invested in’. Several businesses actively sought investors from outside their ethnic group as way of bringing in different contacts and access to specific markets. In this way the businesses were able to acquire different identities and open up opportunities that were not considered possible before due to racism or lack of networks. 

Generational differences and business support 

The previous sections have identified the generational differences and pointed out ways in which the types of businesses and their strategies differ. These differences are reflected in different support needs and should be recognised by business support aiming to provide appropriate targeted services. The perceived future business support needs and types of provider are shown in tables 7 and 8.

Table 7: Future Business Support Needs, by Generation

	
	1st Generation
	2nd Generation
	Total (n=94)

	
	N
	%
	N
	%
	N
	%

	Finance
	20
	33.8
	8
	22.8
	28
	29.7

	Financial Management
	35
	59.2
	21
	60.1
	56
	59.4

	Sales & Marketing
	18
	30.4
	21
	60.1
	39
	41.3

	Business Planning
	14
	23.7
	11
	31.5
	25
	26.5

	ICT
	6
	10.1
	4
	11.4
	10
	10.6

	Regulations
	9
	15.2
	3
	8.6
	12
	12.7

	Workforce Training
	8
	13.5
	5
	14.3
	13
	13.8

	Management Training
	6
	10.1
	4
	11.4
	10
	10.6

	Premises
	11
	15.6
	3
	8.6
	14
	14.8

	Export
	3
	5.1
	1
	2.9
	4
	4.3

	Recruitment
	10
	16.9
	1
	2.9
	11
	11.7

	HRM
	3
	5.1
	0
	0
	3
	3.2

	Legal
	17
	28.7
	4
	11.4
	21
	22.3

	Suppliers
	8
	13.5
	6
	17.2
	14
	14.8

	Other
	9
	15.2
	8
	22.8
	17
	18

	Total
	59
	100
	35
	100
	94
	100


Table above demonstrates that, whilst second-generation owner/managers were more likely to indicate that they would require future external assistance for their businesses during the next 12 months, the types of assistance referred to varies between generations. Second-generation owner/managers were more likely to use external assistance for sales and marketing and business planning – perhaps evidence of a more dynamic approach and broader range of sectors, including ethnic breakout sectors in professional and business services activities. First-generation respondents were more likely to use external assistance for accessing finance, regulations (notably hospitality and manufacturing sectors e.g. for health and safety/food hygiene requirements), premises, exports and recruitment.  

Table 8: Future Business Support Sources, by Generation

	
	1st Generation
	2nd Generation
	Total (n=94)

	
	N
	%
	N
	%
	N
	%

	Family & Friends
	8
	13.6
	2
	5.7
	10
	10.6

	Ethnic Business Association
	2
	3.4
	7
	20
	9
	9.6

	Enterprise Agency
	5
	8.5
	2
	5.7
	7
	7.4

	Business Link
	15
	25.4
	11
	31.4
	26
	27.7

	Bank
	3
	5.1
	5
	14.3
	8
	8.5

	Accountant
	35
	59.3
	16
	45.7
	51
	54.3

	Solicitor
	12
	20.3
	2
	5.7
	14
	14.9

	Consultant
	10
	16.9
	16
	45.7
	26
	27.7

	Property Agent
	5
	8.5
	3
	8.6
	8
	8.5

	Retail Buyer Group
	7
	11.9
	5
	14.3
	12
	12.8

	Advertising Agency
	5
	8.5
	3
	8.6
	8
	8.5

	Recruitment Agency
	5
	8.5
	1
	2.9
	6
	6.4

	Local Authority
	5
	8.5
	2
	5.7
	7
	7.4

	Trade Association
	8
	13.6
	0
	0
	8
	8.5

	Other Business Support Networks
	2
	3.4
	2
	5.7
	4
	4.3

	Other
	29
	49.2
	14
	40
	43
	45.7

	Total
	59
	100
	35
	100
	94
	100


Table 8 demonstrates that the first-generation owner/managers are more likely to rely on informal support from friends and family and traditional private sector assistance from accountants, solicitors (usage for both is due in part to linguistic and cultural familiarity) and trade associations (e.g. local restaurateurs groups), whereas the second-generation owner/managers are more likely to use mainstream business support from Business Link as well as private consultants. Consultancy assistance might be more relevant to the ‘new’ business sectors associated with second-generation entrepreneurs.  It is interesting to note that first  generation respondents responding to the question on future support needs were far less likely to refer to the future use of ethnic business associations.

While there is considerable attention and public funding given to the provision of ethnic minority business support, many businesses questioned the need for this, and distanced themselves from the label ‘ethnic minority’. This was found to be more prevalent amongst the second generation businesses, with only 37.2% claiming there were ethnic minority specific support needs compared to 57% of the first generation (see table 7).

 Table 7 Percentage of business owners reporting specific ethnic minority support needs.

	
	1st Generation
	2nd Generation
	Total

	N
	113
	73
	186

	No ethnic minority support needs
	37.2
	56.2
	44.6%

	Ethnic minority support needs
	62.8
	43.8
	55.4%


However, many of those stating that there are specific support needs went on to say that their business did not have specific needs, but rather these needs related to businesses run by first generations and in particular new arrivals to the UK. The second generation stated that their business needs were more in common with other businesses in the same sector. With regard to future external support needs, within the next 12 months, a slightly higher proportion of second generation owner-manager respondents (56.5%) stated that they would seek support when compared to their first generation counterparts (49.2%). 

A higher proportion of second generation businesses (66.2%) have used external support during the last three years compared to first generation businesses (61%), but the picture within individual ethnic groups is complex and diverse. African owner-managers were significantly more likely to use external assistance and Chinese and other ethnic groups were significantly less likely to use external assistance (all statistically significant at beyond 0.05 level). However, there is no significant difference overall between first and second generation owner-managers responses. This overall finding masks considerable variation within different ethnic groups, with first generation African owner-managers providing a particularly high level of use of external assistance, whilst second generation Bangladeshi owner-managers exhibited  a very high level of use, particularly when compared with their first generation counterparts.

There is also evidence of generational differences in access to and engagement with business networks and associations. Only 29% of first generation businesses were in formal networks or associations compared to 55% of first generation business owners. These were predominantly sector associations and chambers of commerce. 

Conclusions 

As the paper has highlighted, there are differences between BME businesses according to ethnicity, sector and most particularly between first and second generation ethnic minority community members. Specific support needs found within the various BME businesses are reported.  Some BME businesses are more likely to face difficulties in accessing finance and those in ‘ethnic’ market niches face constraints in terms of diversifying and breaking out. These constraints are particularly acute amongst first generation immigrants and new arrivals, but issues of sales and marketing and business planning are more likely to be reported as a need by second generation respondents. 

In addition to finance, generating sales and identifying new markets are the most reported constraints. These constraints were found to be explicitly stated by some businesses and less clearly perceived by others. Where businesses were working and interacting within their community, there may be less understanding of the potential to break out into new markets. This was found to more likely amongst those businesses with strong ‘bonding social capital’ and intra group ties, rather than having broader ties outside their ethnic group (these have been referred to as ‘bridging social capital’). The second generation BME business owners are more likely to be involved in business networks and to use public sector funded business support suggesting a greater integration into the UK business community.

There is a need to break down the category of black and minority ethnic business in order to recognise the differences across ethnicity, gender, education and class.  Generational differences do account for many of the differences. Ethnicity may still play a role for all businesses, especially with regard to how they are treated by suppliers, customers and finance providers, and the evidence of racism (implicit and institutionally embedded in many cases). However, it should also be recognised that each business is an agent that can influence the institutional environment in which they operate – their behaviour is culturally determined but rather culturally embedded. 

In terms of identity, the second generation businesses use ethnicity in different ways with many drawing on norms of both host country and family culture and using this hybrid boundary spanning position to open opportunities. At the same time the ethnic identity is down played in many other circumstances where it does not make commercial sense, with evidence in this study of businesses entering into partnerships with white investors as a way of buying alternative identities. This opens new opportunities and circumvents racism.

With regard to business support, it is becoming increasingly common to find second-generation entrepreneurs stressing a desire not to be classified as a special case or treated preferentially. Data presented in this paper shows a majority of second generation and a large proportion of first generation respondents not stating that there are ethnic minority specific support needs. This raises questions over the role of ethnic minority specific business support although it is recognised that there may be specific support needs of first generation businesses and new arrivals (CEEDR, 2006b).  Second-generation entrepreneurs wish support agencies would show an awareness of –and sensitivity to -minority cultures by simply treating them equally as any other business involved in similar activities.  
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