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Abstract

Existing literature has paid considerable attention to the effects of supporting programmes on the survival and performance of small and medium sized enterprises (SMEs) but it lacks a deep understanding of the motivation for the use of such assistance and the factors influencing the evaluation of such services. By analysing a large dataset containing 2500 sample UK SMEs, this paper reports that the use of assistance and the usefulness of such services perceived by SMEs is much related to the characteristics of the entrepreneur, the nature of the business and the financial issues of the business. These empirical results imply that support and advice, available for SMEs, are important for them to manage and to access finance. They are also valuable for SMEs and entrepreneurs to compensate for their lack of human capital and thus overcome possible problems in managing their businesses.
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1. Introduction

The use of assistance by SMEs and its effects on business performance has been extensively studied by existing literature. However, the determinants and/or reasons for SMEs using such services are under researched, partly because of the ‘causality problem’ in examining the relationship between the use of support and business performance (Robson and Bennett, 2000b). 

This paper investigates the factors influencing the use and usefulness of assistance by SMEs. The empirical analysis benefits from the use of a large scale survey of 2500 SMEs in UK, with fewer than 250 employees in 2004. This paper does not fundamentally overcome the problem of causality because of the information collected by the survey, but it attempts to answer the question of who are the assistance users and who perceives the levels of usefulness of such services. The empirical materials used in this paper are derived from the ‘2004 UK Survey of SME Finances’, which enables us to look at the relationships between the use/usefulness of assistance and the characteristics of the entrepreneurs and their businesses. 

By conducting multivariate analysis, we found that a high propensity of a SME using support/advice is associated with established businesses, female entrepreneurs, well-educated entrepreneurs, and the users of some types of external financial products, e.g. loans, mortgages, leasing and so on. Meanwhile, startup businesses managed by younger entrepreneurs and whom obtained larger amounts of starting capital from personal savings, mortgage and bank loans are more likely to use assistance. In particular, assistance tends to be perceived as being of vital help by smaller businesses, female entrepreneurs, less educated entrepreneurs, businesses using assistance from accountants, startup businesses with smaller amounts of creation capital and whose creation capital came from personal savings, mortgages and bank loans. The empirical results imply that support and advice available for SMEs are important for them to manage and access finance. They are also valuable for SMEs and entrepreneurs to compensate the lack of human capital and overcome possible problems in business management.

The remainder of the paper is structured as follows. Section 2 reviews existing literature and develops hypotheses. Section 3 describes the data and provides descriptive statistics. Sections 4 and 5 report and summarise the empirical findings of this paper. Finally, Section 6 concludes and offers implications. 

2. Assistance to SMEs and Startup Businesses

Small businesses play an important role in many aspects of modern developed economies. The role of entrepreneurial ventures as an engine of economic growth and in job creation and innovation has attracted considerable attention from both public and academic areas. An example of the importance of small and medium sized enterprises (SMEs) is that more than half of the private sector employment is provided by such firms in the U.K. Meanwhile, many dramatic success stories motivate ambitious entrepreneurs to develop their ventures into the major players of the future. Substantial and ongoing interest in small businesses also comes from policy makers, who have realised the importance of such firms in job creation, innovation and economic development. As Storey (1994) points out, “…in practice, public policy towards small business has been mainly concerned two issues: the creation of employment in smaller enterprises and the problems which smaller enterprises experience in obtaining access to finance” (p. 253). 

To improve the expertise of SMEs and to promote the entrepreneurial spirit of a society, not only governments and their agents but also professional advisors and other informal sources have implemented many types of assistance programmes to help small business and their entrepreneurial owner-managers. The evaluation of these supporting programmes is mainly concerned with how the assistance to SMEs improves their performance, in both employment growth and profitability. Even the effectiveness of such services is still questionable; clearly, government is the largest organisation which provides such support/advice to SMEs, in most countries. 

The UK government creates many programmes to improve the expertise of SMEs
. The Expert Help Scheme, for example, was a major policy initiative in Scotland which aimed to overcome difficulties and problems facing SMEs. The use of it had increased significantly since the scheme was introduced and it had been found that the scheme had had a beneficial effect on some of SMEs’ capabilities and on the sales turnover and employment of several firms (Turok and Raco, 2000). There are also many studies on the supporting schemes in developing countries, such as those in the Latin America and the Caribbean (Peres and Stumpo, 2000), and Central and Eastern European countries (Bateman, 2000). Existing literature also examined public policy measures implemented to support new technology-based firms, in EU countries (Storey and Tether, 1998) and Austria (Kaufmann and Tödtling (2002) for example. 
From the perspective of SMEs, the use of assistance can be understood within three major frameworks: role-based theory, trust theory and resource-based theory. Doyle (1995) develops the role-based framework, where SME partnerships can be categorised into internal, external, supplier and customer partnerships. All of these partners can be potential providers of support/advice for SMEs. For example, within external partnerships there could be supporting ‘professional advisors’, such as accountants, bankers and lawyers. Doyle’s model is helpful for gaining an early understanding of typical stakeholders involved with SMEs. They are essential relationships, placing the SME at the centre, connected to its partners, through multi-relationships as shown by Figure 1.

Figure 1 around here please

Trust theory (Ali and Birley, 1998) indicates that ‘trust’ (being reliable and honest) plays an important role in the development and maintenance of supporters and SME client lasting ‘portfolio relationships’. It is also recognised that the type of advisors has a strong impact on the accessibility of SMEs to advisors as higher levels of trust can be generated between the SME client and the supplier where ‘suppliers possess recognised quality assurance procedures or are regulated’ (Bennett and Robson, 1999, p.352). Therefore, as the level of trust increases, the relationship strengthens, and the likelihood of trustworthy behaviour increases (Howorth and Moro, 2006). According to resource-based theory (Barney, 2001), in order to develop sustainable competitive advantages which are necessary for a firm to earn above-normal returns in the long term (Conner, 1991), firms are organised to exploit valuable, rare, and imperfectly imitable assets (Barney, 2001). In this process, the stocks and flows of resources play an important role (Dierichx and Cool, 1989). Outsiders, who can provide support, advice and assistance to SMEs, have the potential to help entrepreneurs obtain valuable, rare knowledge resources that are difficult to imitate (Chrisman and McMullan, 2000). Indeed, it has been found that external assistance has a strong positive impact on initial business performance (Chrisman et al, 1987; Robson and Bennett, 2000b) and long term ability to survive, grow and innovate (Chrisman and McMullan, 2000). 

As new business creation is a positive characteristic of a dynamic economy, its importance has been highlighted by extensive studies. The main contribution of new businesses creation to economic development is to provide a significant source of job creation (e.g. Harding, 2003 for UK and Audretsch, 2002 for US) and innovation (Mogee, 2003). Therefore, startup businesses attract considerable attention from policy makers. For example, there are some specific support programmes targeting startup businesses, especially those high-tech businesses and new businesses with growth potential, e.g. the New High-growth Start-up Programme. The main rationale for these programmes are the potential ‘welfare gains’ to the economy which will result from enabling more new businesses with growth potential to achieve significant growth (DTI, 1999). Although there are many studies on the survival and growth of startup SMEs (for example, Berger and Udell, 1998; Cressy, 1999), there are few that deal specifically with their specific needs. There is an implicit assumption of market failure in the sense of the support needs of high-growth start-ups not being adequately met by the private sector, although this is not explicitly stated, nor does it appear to have been systematically investigated (Smallbone et al. 2002). Clearly, government agents are only one of the ‘player-sets’ of the network available for start up businesses. On a more general basis, the network approach to entrepreneurship (Aldrich and Zimmer, 1986) has disclosed, inter alia, that network support has been found to be very helpful in establishing a new business and in increasing the probability of survival and growth of startup businesses (Brüderl and Preisendörfer, 1998). It also has been recognised that the early performance of startup businesses can be enhanced by establishing alliances and by configuring them into an efficient network that provides access to diverse information and capabilities with minimum costs of redundancy, conflict, and complexity (Baum, 2000). 

Apart from the needs for support/advice, startup businesses also differ from mature firms in terms of financial issues because financing the new venture includes all the aspects of the new business, not just an additional investment (Virtanen, 1996). Start ups are more reliant on the personal savings of the business’ founders (Berger and Udell, 1998) and thus may have a lower demand on the external support from bank managers. It is also recognised that the access to finance is a key determinant of the success of new businesses (Basu and Parker, 2001) and therefore, financial support from government, SBIC programme in the US for example, provides more funds to start-up businesses than to established firms (SBA, 2003). Therefore, the first hypothesis of this paper is that:

H1: Startup businesses behave differently from established firms in the use of assistance and the recognition of the value of such assistance.

As Storey (1994) emphasises, the financing problem facing SMEs is a key issue of concern by supporting programmes to SME clients. This is because, first, it has been identified that SME financial difficulties and the effectiveness of financial advisors are the main barriers to successful business creation (e.g. Fielden et al, 2000). Second, it has been widely accepted that access to finance is a determinant factor for business growth and performance (e.g. Berger and Udell, 1998).  In terms of helping SMEs access external finance, government intervention is expected to overcome an unacceptable level of market failure. Because of their lack of collateral and an absence of a proven track record, small firms tend to have relatively little bargaining power with creditors, and they also have a limited ability to influence government policy in terms of access to special programmes (Andersson, 2000). Governments, therefore, can contribute much to overcoming the high levels of market failure due to a lack of provision of small business finance. Loan guarantees are an example of government intervention and their impacts on SMEs have been examined widely (e.g. Graham, 2004; Bergström, 2000). Apart from governments, SMEs also seek financial advices from other sources, such as professional advisors. It has been identified that the use of support from bank managers is strongly related to the financial situation of the business (Han and Benson, 2007). The importance of entrepreneurial demographics and business characteristics in the use of external assistance has also been acknowledged by existing research. Han and Benson (2007), for example, report that SMEs can significantly alleviate the severity of their financial constraints, by using support provided by bank managers. The use of bank support is highly related to the characteristics of the entrepreneur and the nature of the businesses. It also has been found that the use of advice is highly associated with business size, growth, innovation activities (Cosh and Hughes, 1998) and the ethnicity of entrepreneur (Basu, 1999). Therefore, we anticipate that the use and the usefulness of support/advice are related to the characteristics of the entrepreneur and the business. Therefore, the following two hypotheses will be tested, in the following sections, as follows:

H2: There is a relationship between the access to finance and the use/usefulness of assistance to SMEs.

H3: The characteristics of an entrepreneur and his/her SME business will have strong impacts on the use of support/advice and the recognition of its level of usefulness.

3. Data and Descriptive Statistics

To examine the use and usefulness of support and advice by SMEs, empirical evidence is drawn from the ‘2004 U.K. Survey of SME Finances’. This is the first representative survey of SME finance in the U.K. to offer a close analysis of businesses with fewer than 250 employees, their owners and access to external finance. The survey was conducted amongst a representative sample of 2500 SMEs, representing around 3.6 million small and medium sized enterprises in the private sector, in the U.K. in 2004
. This survey was conducted in the U.K. by Warwick Business School and IFF Research Ltd. by Computer Assisted Telephone Interview (CATI) in 2004. It is comparable with the U.S. Survey of Small Business Finances (SSBF) carried out by Federal Reserve and Small Business Administration as both of the surveys employed similar data collection approaches, e.g. sampling, and asked similar questions. 

Fundamentally, the survey collected information on the use and usefulness of support and advice of the sample firms. Table 1 lists the main sources of support and advice used by SMEs and their usefulness, rated and reported by the respondent, ranging from 1 (no help) to 10 (vital help). Nearly 70 per cent of SMEs use support and advice mainly from accountants, bank managers, friends/business associates and business advisors. Other sources include solicitors, customers, trade associations, and government agencies and so on. Indeed, the need of support and advice is perceived helpful for SMEs, ranging from 6.77 (business advisor) to 7.73 (friends/business associates) out of 10. 

Table 1 around here

According to Doyle’s (1995) model, SME partnerships could be categorised into suppliers, customers, internal and external partnerships. Based on his model, this paper classifies the types of advisor into four categories: (1) internal partnerships, including friends, business associates, directors etc., (2) professional advisors, such as accountants, bank managers, solicitors, auditors, finance advisors and business advisors, (3) government and agents and (4) others, such as internet sources. Table 2 shows that UK SMEs mainly seek support and advice from professional advisors whilst government agents play a less important role in supporting SMEs in terms of number of users. 

Table 2 around here

As one of the dependent variables, ADVICE is coded as one if sample firms use any sources of assistance; zero otherwise. As shown in Table 1, 68.5 per cent sample SMEs used support or advice and 27.1 per cent did not
. As the other dependent variable, the usefulness of assistance were rated and reported by sample SMEs with a scale of 1 to 10, where 1 is no help and 10 is a vital help. As mentioned in the previous section, existing research has highlighted the impacts of the demographics of the entrepreneur, business characteristics, and use of different sources of finance in the seeking of assistance by SMEs. This paper follows this approach and groups the independent variables into similar categories. The particular characteristics of the variables and summary statistics for these variables follow in Table 3. 

Table 3 around here

The principal interest of this study is to conduct multivariate analysis on the available observations to examine the determinants of use of support/advice and its usefulness perceived by the SME users. To test the various hypotheses derived in the previous section, several research approaches were used. Each is described in the context of the particular hypothesis being tested. 

4. Empirical Results

4.1 Use of Support and Advice

Table 4 shows the results of a logistic model and the dependent variable (ADVICE) modelled is if the sample firm uses any source of assistance and the probability modelled is ADVICE=1. Amongst the factors characterising businesses, organisational type and life stage of business have statistically significant impacts on the probability of using support/advice. Table 4 suggests that small businesses organised in sole proprietorship are less likely to use support. For example, the probability of a small business in partnership or companies to use external support is 1.5 times that of a business in sole proprietorship. This effect is statistically significant at a 1% level. The lower demand of assistance from SMEs in sole proprietorship reflects their control-averse attitude towards outsiders and their reluctance to disclose private information. 

In addition, startup businesses, defined as those younger than two years old, are not as likely to use support/advice as their better established counterparts. Similarly, startup businesses have a lower probability to seek support, being 63% of that of mature firms. There are two possible reasons, which are not mutually exclusive, for the lower propensity of using assistance amongst startup businesses. One is from demand side. The resource-based theory suggests a negative relationship between advice seeking and firm age where newer firms attempt to close the gap between internal reources and the requirements of business success. This is because start ups tend to have limited financial resources and to have limited time to seek out advice suppliers (Johnson et al, 2007). Another possibility is that startup entrepreneurs are not aware of the existence of external support. On the other hand, from the supply side, external support is less available for startup businesses than for mature businesses. This is not implausible because some advisors mainly target more established firms with good track records as their customers and those which have conducted businesses with them for a longer period of time. For information reasons, it takes time for assistance suppliers to know their customers and to tailor their services for SME clients. 

No other business characteristic variables seemingly have significant effects on the probability of using assistance. What is worthy of mentioning here is that little evidence from Table 4 suggests that the propensity of using support is affected by the size of the business, measured by either the number of total employees or the amount of business assets. This is inconsistent with existing empirical studies which identify the size issue as a significant variable, such as Bennett and Robson (1999), Johnson et al (1998). 

Table 4 around here 

Table 4 also indicates that the use of assistance is also associated with the demographic profile of the entrepreneur. This is consistent with findings highlighting the importance of human capital in small business (e.g. Cressy, 1996). Our results show that male entrepreneurs have a lower probability of using support than their female counterparts. For example, holding other variable constant, the probability of a male entrepreneur to use advice is only two thirds that of a female one. This effect is statistically significant at 1% level. The higher demand for assistance by female entrepreneurs reflects that they may encounter more difficulties in managing their businesses
 and may under-perform, relative to their male counterparts (Du Rietz and Henrekson, 2000). It is also found that well-educated entrepreneurs, such as those with undergraduate degrees or postgraduate degrees, are more likely to use assistance than less-educated entrepreneurs. This result again supports the resource-based theory which indicates that the combination of internal resources and knowledge obtained from external advice enables the business to obtain a competitive advantage. Obviously, well educated entrepreneurs have advantages in the combination process. Another possible reason of higher demand from well-educated entrepreneurs on advice is that they have higher opportunity costs in the self-employment sector than those less-educated, as they may have higher income in employment. As a result, they have higher expectations on the performance
 of their business and therefore, they have a higher demand on assistance.
The third group of variables having strong impacts on the use of advice is the use of external finance. Indeed, existing literature has found ample evidence that relationship lending improves the availability of finance for small businesses (e.g. Petersen and Rajan, 1994) and lowers the costs of SME finance (e.g. Berger and Udell, 1995). By analysing this UK SME finance dataset, we find that users of overdrafts, depository accounts, loans and mortgages, and leasing and hire purchase, are more likely to use assistance, probably also from the suppliers of finance.

As mentioned earlier, startup businesses have a lower probability of using assistance. However, it is recognised that assistance is especially important for young businesses and inexperienced entrepreneurs (e.g. Basu, 1999; Chrisman et al, 1987). Hence, again we conduct a logistic model with startup businesses, i.e. those younger than 2 years old, and examine the determinants of use of support by such firms. Table 5 lists the results based on a model with restricted specification but the results of a full model are available on request from the authors. Different from the results reported previously over the whole sample, business characteristics do not have significant impacts on the use of assistance by startup businesses. Education background of the entrepreneur does not impact either. We find that the younger the entrepreneur, the more likely s/he uses assistance. This is possibly because younger entrepreneurs are more likely to devote themselves to developing their businesses into future success and as a result, they have higher demand on assistance providers. Another possibility is that younger entrepreneurs lack of long term experience in business and management and therefore they need assistance to improve their expertise in business. Unfortunately, the available information from the survey cannot identify which particular reason dominates.

Table 5 around here

Meanwhile, Table 5 suggests that the total amount of startup capital (s_money) does not affect the probability of using support independently at a statistically significant level. However, the interaction term between the amount of startup capital and the principle source of the capital have strong impacts on the probability. Keeping the amount of capital constant, entrepreneurs, who obtained the money from personal savings (p_source1), mortgage on home (p_source2) and loan from banks (p_source6), tend to be more likely to use assistance than those whose capital was from other sources, such as loans from friends, family and public authorities. Furthermore, the greater the amount of startup capital from these three sources, the higher the probability of using external support. Again, this data re-enforces our previous finding that seeking finance is an important motivation behind the use of support and advice. 

4.2 Usefulness of External Support and Advice

Tables 6 and 7 report the results of ordered logistic models with restricted specifications examining the usefulness of assistance self-reported by whole samples and startup samples respectively. The usefulness of support/advice is categorically measured and reported by respondents with a range of 1 to 10, where 1 means no help and 10 means vital help. It is acknowledged that the basic logistic model is not appropriate and OLS poses serious inference problems where the dependent variable is discrete. Therefore, ordered logistic (oLogit) models have been applied. The probabilities modelled are accumulated over the higher ordered value, i.e. support having vital help.

For the whole samples, Table 6 suggests that the size of the business measured by the total number of employees, the gender and education background of the entrepreneur and the source of assistance have strong impacts on the usefulness perceived by SMEs. Support is more likely to be perceived being of vital help by smaller firms, female and less-educated entrepreneurs and those businesses who obtained support from accountants (s_advice3). Business advisors (s_advice4) seem to provide less useful support. Their effects are statistically significant at least at 5% level. A key implication here is that assistance is especially important for businesses and entrepreneurs who are lacking sufficiency of the of human capital obtained from education and who may potentially encounter more difficulties (e.g. female entrepreneurs and smaller firms), in accessing finance for instance. 
Table 6 around here 

In addition, we conducted an ordered logistic model over the startup samples and the results are shown in Table 7. Again, we find that entrepreneurs who obtained startup capital from personal savings, mortgages and bank loans are more likely to report vital help of assistance. Furthermore, the probability of reporting ‘vital help’ increases over the amount of capital, if the funds came from these three above particular sources. These positive effects on the perceived usefulness of advice and support are statistically significant at least at 5% level. We also consider the effect of the amount of startup capital individually without interaction with the source of funding. It is found that the smaller amount of capital used at creation, the more likely the entrepreneur reports vital help of assistance. However, this effect is only marginally significant at a 10% level. The results listed in Table 7 have two important implications. Firstly, startup businesses seek support and advice mainly for finance reasons; as personal savings (p_source1) and loans from banks (p_source6) are the principle sources of creation finance (e.g. Berger and Udell, 1998; Bank of England, 2003). Wealthy entrepreneurs who create businesses by using his/her own money do seek assistance to better manage their finance. In contrast, ‘borrower entrepreneurs’ seek advice to access finance. Secondly, support and advice are especially helpful for the financially constrained startup businesses, i.e. those with smaller amounts of startup capital. Little evidence indicates that startup businesses evaluate assistance from various sources, such as internal sources, customers and suppliers (t_spt1) and external professional advisors (t_spt2), differently.

Table 7 around here 

5. Summary of Empirical Findings

The previous section reports the results of two series of empirical analysis. One examines the determinants of the probability of using support/advice by UK SMEs. The other then investigates the usefulness of such support/advice perceived by SME users. In summary, by conducting logistic models over the whole sample and startup businesses respectively, we find that the use of support/advice is more likely to be associated with:

· Established businesses and those organised in partnership or as a limited company, 

· Female entrepreneurs and well-educated entrepreneurs,

· Users of external finance, such as loans, mortgages, leasing and so on,

· Startup businesses managed by young entrepreneurs,

· Startup businesses which obtained large amounts of startup capital from personal savings, mortgages and loans from banks.

Support and advice tends to be perceived being of vital help by:

· Smaller businesses,

· Female entrepreneurs and those less-educated entrepreneurs,

· Businesses which obtained support and advice from accountants,

· Startup businesses which have smaller amount of capital at creation,

· Startup businesses whose creation capital came from personal savings (p_source1), mortgages (p_source2) and loans from banks (p_source6).

6. Conclusions and Implications

The results reported earlier have several important implications. Firstly, the results suggest that financial issues are an important reason for UK SMEs to use assistance. The financial issues concerned with the use of assistance include the amount and the sources of startup capital and the use of financial products, such as loans, mortgages and so on. Secondly, some SMEs, female owned for instance, are more likely to use and more likely to appreciate the usefulness of assistance. Such users are probably actively and voluntarily access assistance available to them. Thus, they do know what they need from the assistance and how to apply the assistance into their businesses. Thirdly, in contrast with those ‘voluntary’ users, some SMEs can perceive the vital help of assistance; however, they are not as likely as others to use assistance. Such users are probably ‘passive’ users as they might be accessed by supporters/advisors who offer tailored services to these businesses. Even ‘passive’ users do not actively seek and use assistance, they do benefit from the services provided.

Another important issue concerned is the support/advice provided by government. In this paper, we find that government and agents provide support to only 1.7% of SME advice users. This low proportional share casts doubt on the effectiveness of the efforts made by government to improve the expertise of SMEs and to improve entrepreneurship for the benefit of society. Similarly, by examining the impacts of external support on business performance, Robson and Bennett (2000b) also find that ‘there is little evidence of statistically significant relationships between government-backed providers of business advice such as Business Link and firm performance’ (p.193). Again, this suggests that there is still a problem, where ‘the government has a key role in acting as a catalyst, investor and regulator to strengthen the supply-side of the economy’ (DTI, 1998, p.2). 

By analysing a comprehensive dataset containing 2500 sample SMEs in the UK, this paper examines the factors affecting the propensity of using assistance and the usefulness perceived by the users. Supporting the hypotheses derived, this paper finds that startup businesses behave differently from mature SMEs in terms of using assistance and perceiving the value of assistance used. We also find that both the use and the usefulness of assistance are highly related to the characteristics of entrepreneurs, the nature of businesses and the financial issues of the business. The empirical results imply that support and advice available for SMEs are important factors for them to manage and gain access to finance. They are also valuable for SMEs and entrepreneurs to compensate for their lack of human capital and overcome possible problems in managing businesses.
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Figure 1: The Entrepreneurial SME and its Partnerships
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Source: Doyle (1995). Adapted and reproduced by the authors.

Table 1: The main source of support and advice used by SMEs and its usefulness

The usefulness of support/advice is reported by the respondents, ranging from 1 to 10, where 1 means no help and 10 means vital help.

	 
	Source of support
	Usefulness of support

	
	Frequency
	Percent
	Mean
	Std. Dev.

	accountant
	914
	36.6
	7.71
	1.97

	bank manager
	482
	19.3
	7.50
	1.88

	friends/business associates
	111
	4.4
	7.73
	2.56

	business adviser
	75
	3.0
	6.77
	2.44

	other sources
	129
	5.2
	7.28
	2.03

	no advice or support used
	678
	27.1
	
	

	don't know/null
	111
	4.4
	
	

	Total
	2500
	100.0
	
	


Table 2: The types of advisors mainly used by SMEs

	
	Frequency
	Percent

	Internal partnership
	120
	7.01

	Professional advisors
	1537
	89.83

	Government and agents
	29
	1.69

	other
	25
	1.461

	Total
	1711
	100.00


Table 3: Variable Definition and Descriptive Statistics

Total number of observations is 2500. Descriptive statistics for control variables are not reported here but available on request. Control variables include eleven dummies representing the region where sample firm headquarters, eight industry variables based on two-digit SIC code.

	Variable
	Definition
	Min
	Max
	Mean
	Median
	Std. Dev.

	org_lc
	Organisation type: limited company (0,1)
	0
	1
	0.50
	0
	0.50

	org_pt
	Organisation type: partnership (0,1)
	0
	1
	0.17
	0
	0.38

	org_sp
	Organisation type: sike oriorietrship (0,1)
	0
	1
	0.33
	0
	0.47

	totemp
	Total number of employees
	1
	240
	26.74
	11
	39.67

	logtotemp
	Natural log value of one plus total number of employees
	0.69
	5.48
	2.42
	2.40
	1.36

	startup
	Startup business (0,1): =<2 years old
	0
	1
	0.06
	0
	0.24

	s_money
	Amount of money to start the business in £ of startups
	1
	750000
	27440.54
	20000.00
	994512.33

	logs_money
	Natural log value of one plus amount of money to start
	0.69
	15.83
	10.15
	9.90
	2.21

	fam_bus
	Family business (0,1)
	0
	1
	0.81
	1
	0.40

	bus_ass
	Total business assets in million £
	0
	796
	1.99
	0.30
	20.43

	logbus_ass
	Natural log value of one plus total business assets in £
	0
	20.50
	11.90
	12.61
	3.10

	fage
	Firm age in years
	0
	504
	26.51
	17
	36.62

	logfage
	Natural log value of one plus firm age in years
	0
	6.22
	2.82
	2.89
	0.99

	oage
	Principal owner age in years
	18
	85
	50.80
	51
	10.29

	Logoage
	Natural log value of one plus principal owner age in years
	2.89
	4.44
	3.91
	3.93
	0.21

	male
	Principal owner’s gender: male (0,1)
	0
	1
	0.81
	1
	0.39

	ethnic_w
	Principal owner’s ethnicity: white (0,1)
	0
	1
	0.95
	1
	0.22

	educ_au
	Education: above undergraduate degree (0,1)
	0
	1
	0.09
	0
	0.28

	educ_pq
	Education: professional qualification (0,1)
	0
	1
	0.14
	0
	0.35

	educ_ud
	Education: undergraduate degree (0,1)
	0
	1
	0.13
	0
	0.33

	educ_ot
	Education: other (0,1)
	0
	1
	0.11
	0
	0.31

	exp
	Principal owner’s experience in businesses in years
	0
	100
	20.86
	20
	11.46

	logexp
	Natural log value of one plus number of years of experience
	0
	4.62
	2.90
	3.04
	0.69

	owner_w
	Principal owner’s personal wealth in million £
	0
	16
	0.44
	0.32
	0.76

	logowner_w
	Natural log value of one plus owner’s personal wealth in £
	0
	16.59
	12.23
	12.68
	2.01

	overdraft
	Overdraft user (0,1)
	0
	1
	0.66
	1
	0.47

	dep_acc
	Deposit account user (0,1)
	0
	1
	0.56
	1
	0.50

	grants
	Grants user (0,1)
	0
	1
	0.14
	0
	0.34

	l_hp
	Leasing or hire purchase user (0,1)
	0
	1
	0.48
	0
	0.50

	iss_share
	Whether issued shares (0,1)
	0
	1
	0.04
	0
	0.21

	cur_acc
	Current account user (0,1)
	0
	1
	0.98
	1
	0.14

	loan_mtg
	Loan/mortgage user (0,1)
	0
	1
	0.38
	0
	0.49

	ass_fin
	Asset backed finance user (0,1)
	0
	1
	0.08
	0
	0.27

	advice
	Use of support/advice (0,1)
	0
	1
	0.72
	1
	0.45


Note: * Firm age has a range of zero to 504 and a mean around 27. Nearly 4% of the samples are older than 100 years and 11 firms are older than 200. One sample firm reported that the principle owner had 100 years of experience in business. To examine the influence of the ‘anomalies’, empirical models were run twice by including and excluding these outliers. 

Table 4: Logistic Model: Use of Support and/or Advice

The dependent variable (ADVICE) modelled is if the sample firm uses support/advice and the probability modelled is the ADVICE=1. Not reported here (but available from the authors on request) are the results of control variables, including regional and industry dummies.

	Parameter
	Estimate
	Std.Err.
	Wald Chi2
	Pr>Chi2

	Intercept
	3.1443
	1.0650
	8.7168
	0.0032

	org_pt
	-0.2175
	0.2141
	1.0316
	0.3098

	org_sp
	-0.4102
	0.1455
	7.9497
	0.0048

	logtotemp
	0.0873
	0.0574
	2.3099
	0.1286

	fam_bus
	-0.1253
	0.2364
	0.2807
	0.5963

	logbus_ass
	-0.00940
	0.0188
	0.2497
	0.6173

	logfage
	-0.0602
	0.0664
	0.8203
	0.3651

	startup
	-0.4587
	0.2421
	3.5887
	0.0582

	Logoage
	-0.4199
	0.2912
	2.0788
	0.1494

	male
	-0.4023
	0.1315
	9.3574
	0.0022

	ethnic_w
	-0.3248
	0.2427
	1.7916
	0.1807

	educ_pq
	-0.1281
	0.1463
	0.7670
	0.3811

	educ_ud
	0.3042
	0.1621
	3.5210
	0.0606

	educ_au
	0.4937
	0.2010
	6.0362
	0.0140

	educ_ot
	-0.1928
	0.1625
	1.4071
	0.2355

	logexp
	-0.1277
	0.0943
	1.8349
	0.1755

	logowner_w
	-0.00899
	0.0255
	0.1243
	0.7244

	overdraft
	0.4222
	0.1043
	16.3925
	<.0001

	dep_acc
	0.1836
	0.1026
	3.2055
	0.0734

	grants
	0.1349
	0.1548
	0.7603
	0.3832

	loan_mtg
	0.3676
	0.1108
	11.0042
	0.0009

	l_hp
	0.2103
	0.1106
	3.6179
	0.0572

	ass_fin
	0.2736
	0.2071
	1.7444
	0.1866

	iss_share
	-0.0614
	0.2497
	0.0605
	0.8057

	Number of observations

-2LogL

Likelihood Ratio (DF)

Percent Concordant

McFadden Pseduo R2
	2389

2850.112

183.7530 (42)

66.8

0.0634


Table 5: Logistic Model: Use of Support and Advice by Startup Businesses

The dependent variable (ADVICE) modelled is if the sample firm uses support/advice and the probability modelled is the ADVICE=1. Not reported here (but available from the authors on request) are the results of control variables, including regional and industry dummies.

	Parameter
	Estimate
	Std.Err.
	Wald Chi2
	Pr>Chi2

	Intercept
	4.9940
	3.2875
	2.3076
	0.1287

	Logoage
	-1.6481
	0.8411
	3.8393
	0.0501

	educ_ud
	-0.9298
	0.6538
	2.0228
	0.1549

	logs_money
	0.0943
	0.1129
	0.6984
	0.4033

	logs_money*p_source1
	0.1044
	0.0590
	3.1312
	0.0768

	logs_money*p_source2
	0.3446
	0.1448
	5.6629
	0.0173

	logs_money*p_source6
	0.3417
	0.0976
	12.2727
	0.0005

	Number of observations

-2LogL

Likelihood Ratio (DF)

Percent Concordant

McFadden Pseduo R2
	147

148.633

47.6804 (10)

81.2

0.2429


Table 6: Ordered Logistic Model: Usefulness of External Support and Advice

The dependent variable modelled is the usefulness of support and advice self-reported by sample firms. The usefulness is measured by a categorical value with a range of 1 to 10, where 1 means no help and 10 means vital help. The probabilities modelled are accumulated over the higher ordered value, i.e. having vital help. Not reported here (but available from the authors on request) are the results of control variables, including regional and industry dummies.

	Parameter
	Estimate
	Std.Err.
	Wald Chi2
	Pr>Chi2

	Intercept
	-0.8579
	0.1396
	37.7537
	<.0001

	Intercept
	-0.3425
	0.1378
	6.1811
	0.0129

	Intercept
	0.7967
	0.1389
	32.9071
	<.0001

	Intercept
	1.5604
	0.1428
	119.4448
	<.0001

	Intercept
	2.0351
	0.1468
	192.0470
	<.0001

	Intercept
	3.0645
	0.1638
	350.0325
	<.0001

	Intercept
	3.5970
	0.1801
	399.0213
	<.0001

	Intercept
	4.4547
	0.2251
	391.5925
	<.0001

	Intercept
	5.2608
	0.2997
	308.0338
	<.0001

	logtotemp
	-0.0891
	0.0327
	7.4452
	0.0064

	male
	-0.3307
	0.1093
	9.1622
	0.0025

	educ_ud
	-0.3173
	0.1237
	6.5795
	0.0103

	s_advice3
	0.1889
	0.0893
	4.4766
	0.0344

	s_advice4
	-0.6079
	0.2149
	8.0035
	0.0047

	Number of observations

-2LogL

Likelihood Ratio (DF)

Percent Concordant

McFadden Pseduo R2
	1685

6381.182

71.9394 (10)

57.5

0.0111


Table 7: Ordered Logistic Model: Usefulness of External Support and Advice by Startup Businesses

The dependent variable modelled is the usefulness of support and advice self-reported by sample firms. The usefulness is measured by a categorical value with a range of 1 to 10, where 1 means no help and 10 means vital help. The probabilities modelled are accumulated over the higher ordered value, i.e. having vital help. Not reported here (but available from the authors on request) are the results of control variables, including regional and industry dummies.

	Parameter
	Estimate
	Std.Err.
	Wald Chi2
	Pr>Chi2

	Intercept
	-7.2005
	3.9604
	3.3056
	0.0690

	Intercept
	-5.8644
	3.9208
	2.2371
	0.1347

	Intercept
	-5.3509
	3.9119
	1.8710
	0.1714

	Intercept
	-4.7924
	3.9042
	1.5068
	0.2196

	Intercept
	-3.9888
	3.8959
	1.0482
	0.3059

	Intercept
	-3.5981
	3.8930
	0.8542
	0.3554

	Intercept
	-1.9845
	3.8853
	0.2609
	0.6095

	Intercept
	-1.2481
	3.8834
	0.1033
	0.7479

	Logoage
	0.4260
	0.9834
	0.1876
	0.6649

	ethnic_w
	1.1328
	1.9251
	0.3463
	0.5562

	male
	0.5465
	0.5039
	1.1760
	0.2782

	educ_ud
	-0.4783
	0.6669
	0.5144
	0.4733

	logowner_w
	-0.0533
	0.0707
	0.5695
	0.4504

	logs_money
	-0.3484
	0.2169
	2.5796
	0.1083

	logs_money*p_source1
	0.3628
	0.1676
	4.6877
	0.0304

	logs_money*p_source2
	0.3443
	0.1774
	3.7664
	0.0523

	logs_money*p_source6
	0.3799
	0.1739
	4.7744
	0.0289

	logs_money*p_source7
	0.3083
	0.1985
	2.4113
	0.1205

	logs_mone*p_source11
	0.3787
	0.1715
	4.8780
	0.0272

	t_spt1
	-0.4236
	0.8518
	0.2472
	0.6190

	t_spt2
	-0.3258
	0.7579
	0.1848
	0.6673

	Number of observations

-2LogL

Likelihood Ratio (DF)

Percent Concordant

McFadden Pseduo R2
	87

307.985

37.3204 (21)

71.5

0.1081
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� A survey of them is available from Robson and Bennett (2000a).


�  Detailed information about the survey and general findings are available from Fraser (2005).


�  Another 4.4 per cent respondents either did not answer the question or did not know the answer. These observations were excluded from the empirical analysis in the next section.


� By analyzing the data, we also find that female entrepreneurs are less confident than male entrepreneurs in their abilities in managing finance. The difference is statistically significant at a 10% level.


� We find that generally, the profitability is positively related to the level of academic qualification of owner.
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