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Objectives: We draw on data from an evaluation of a leading UK enterprise programme to model how human and social capital resources influence access to start-up finance and survival in the early stages of trading. First, we analyse the influence of human and social capital resources on ability to raise finance. Second, we model the influence of human, social and financial resources on survival during the early stages of trading. 

Prior Work: We provide much more detailed analysis than in the existing literature of the factors causing differences within enterprise programmes in access to finance and survival in the early stages of trading. We make a novel contribution to the literature on the relationship between capital resources at start-up by: focusing on a cohort living in a deprived area and supported by an enterprise programme; analysing how resources relate to early business survival as well as to finance, and; revealing relationships after controlling for other possible explanations. 

Approach: Data is drawn from an evaluation of the New Entrepreneur Scholarship programme conducted in 2004. This includes 529 cases, which represents 22.9 percent of the survey population. OLS regression was employed to test the relationship between human and social capital resources and total investment and debt investment. Regression was employed to model the relationship between human, social and financial capital and survival in the early stages of trading. A range of control variables were included in the models.  

Results: People with higher stocks of human and social capital raise significantly more total and debt finance than those with a strength in just one of these resource areas. Similarly, it is those with a triad of resources – social, human and financial – who are most likely to survive in the early stages of trading. Thus, opportunities are unequal within the programme and extensive measures are required to ameliorate against multiple capital constraints. The strongest relationship is between financial capital and the chance of early survival. Free help from family and friends is negatively associated with survival. Human capital is the greatest predictor of total finance, particularly having management education and experience. Social capital is a greater predictor of debt finance, particularly network size and external business networks. Prior business experience is negatively associated to raising debt finance and only marginally related to early business survival.
Implications: Careful analysis of the findings presented could enable enterprise programmes to select candidates with the necessary resources to start properly financed and viable enterprises or to target their interventions at developing the multi-dimensional capital resources most strongly related to accessing finance and early business survival.

Value: We make significant contributions to the scarce literature on factors influencing success in an enterprise programme and to the wider literature on the relationship between capital variables at start-up.
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Introduction 

Economic development policy in the UK (SBS, 2004), most other western economies (Storey, 2003) and many Third World countries (Karides, 2005) includes initiatives to promote business start-up to deprived areas and groups who are disadvantaged in the labour market or under-represented in small enterprise (OECD, 2005; OECD, 2003; OECD, 2001). ‘Enterprise inclusion’ policy assumes that disadvantaged groups have a realistic chance of starting sustainable businesses. We have suggested elsewhere that this policy draws on a discourse of enterprise as an open route of opportunity that, Scase (1992) argues, underpins popular and political enterprise rhetoric and is fundamental to the concept of managed capitalism as essentially fair or open (Rouse and Jayawarna, 2007). This discourse highlights the individual agency of the business starter and tends to underplay our considerable accumulated knowledge of the contingency of business success on human, social and financial capital resources (e.g. Cooper et al., 1994; Montgomery et al., 2005; Robinson and Sexton, 1994). UK enterprise programmes are successful in transitioning participants into self-employment (Rouse, 2004; Meager et al., 2003; Kellard et al., 2003; MacDonald, 1996; Rouse and Boles, 2004) but we have little knowledge about how the resourcing and survival prospect of these businesses varies according to the starters’ human, social and financial capital resources. Thus, we have limited understanding of the complex ways in which access to capital – and the related chance to succeed in small enterprise – varies according to a person’s multiple membership of the various indicators taken by policy makers to signify disadvantage. Without a more sophisticated understanding of how access to financial capital and chance of business survival relate to the complex inter-relationship between the multiple social structures that constitute life chances in contemporary society (Bradley, 1996), international investment in ‘enterprise inclusion’ policy cannot be accurately targeted or critiqued. 

Drawing on an evaluation of the New Entrepreneur Scholarship (NES) programme, which operates exclusively in deprived wards, we employ regression analysis to model how the social structure of place (in this case, living in an area officially classed as deprived) inter-relates with human and social capital resources to influence access to start-up capital and the chance of early business survival. We provide much more detailed analysis than in the existing literature of the factors causing differences within enterprise programmes in access to finance and survival in the early stages of trading. We make a novel contribution to the wider literature on the relationship between capital resources at start-up and business performance by: focusing on a cohort living in a deprived area and supported by an enterprise programme; analysing how resources relate to early business survival as well as to finance, and; revealing relationships after controlling for other possible explanations. 

The paper begins by exploring existing evidence about predictors of start-up finance and business performance and introducing the NES programme. After describing the study methodology, we present our statistical analyses. Our findings are discussed before concluding and outlining implications for policy. 
Capital resources as predictors of start-up finance and business performance 

The entrepreneurship literature includes a body of studies that draw on the resource-based theory of the firm (Greene et al., 1997) to relate access to start-up capital and business performance to the business starters’ human capital (know-how acquired through formal and informal learning) and social capital (ability to extract benefits from social structures and networks). The literature also relates financial capital (personal, external and grant investment) to business performance. We focus primarily on statistical analyses of these relationships, acknowledging that this provides only partial understanding; qualitative research is essential to exploring the mechanisms through which the relationships emerge. The purpose of this section is to: outline existing knowledge; establish the gap in knowledge to which our empirical analysis is targeted, and; construct research hypotheses. Prior to this, we are able to make a more general claim: that there is no existing literature on the relationships between capital resources and business performance among entrepreneurs living in a deprived area or participating in an enterprise programme. Thus, our findings will make a novel contribution to knowledge.

The effect of human capital on start-up finance and business performance

A number of theoretical arguments have been advanced to link higher stocks of human capital to the ability to raise start-up finance. Human capital is assumed to be a critical component of entrepreneurial knowledge and capabilities and, so, to act as endowments to acquiring financial capital (Greene et al., 1997). Carter et al. (2003) established a link between education and ability to raise business equity finance, at least among female business owners in the USA. Unsurprisingly, this relationship was particularly strong if the education related to the nature of the venture started, suggesting that relevant education is taken as a sign of credibility by investors. However, no link could be demonstrated between women raising equity finance and other aspects of human capital, including financial acumen, start-up experience and managerial experience. Astrebo and Bernhardt (2003) report self-selection against commercial bank loans by owners with high levels of human capital. This is, in part, because entrepreneurs with high human capital also have greater financial wealth to make direct investments in their businesses, although in later work Astrebo and Bernhardt (2005) demonstrate that human capital has an effect on start-up capital in excess to the relationship with personal wealth. The point that business starters with higher human capital, particularly in terms of education, are likely to come from more wealthy backgrounds and to have had more received higher earnings in employment and, so, have more earned income, savings and assets on which to draw, is worth emphasising. 

Overall, there is conflicting knowledge about the relationship between human capital and start-up capital. In the context of the NES Scholars, it seems probable that those with higher stocks of human capital are likely to have greater access to both total finance and, as part of this, to be more credible in raising debt investment. These are our first two hypotheses.

H1: Entrepreneurs with higher levels of human capital will make greater total investment in their businesses at start-up.

H2: Entrepreneurs with higher levels of human capital will make a higher ratio of debt investment in their businesses at start-up. 

Despite the common myth that anyone, regardless of their background, can make it in business, there is positive, although not uniform, evidence of a relationship education and business performance. An early literature review found that 10 of 17 existing studies had found positive relationships between prior level of education and performance and none had reported negative relationships (Cooper and Gimeno-Gascon 1992). This finding has been confirmed in later studies (e.g. Bruderl et al., 1992; Cooper et al., 1994; Robinson and Sexton, 1994). Indeed, Robinson and Sexton reported that each year of formal education is worth more to performance in self-employment than employment. These findings are hardly unsurprising when you consider that education is a test of ability, generates skills and networks, and may act as a proxy for other qualities useful during the ‘crisis’ of business start-up, such as commitment and perseverance. However, there is also evidence that the higher opportunity cost of self-employment for those with good employment prospects means education is not necessarily linked with the longer-term survival of marginal businesses (Montgomery et al., 2005; Cooper et al., 1992). Again, though this evidence is not entirely consistent; Cooper et al. (1994) reported a link between education and both marginal business survival and growth.

The relationship between business performance and other human capital measures also seems to be positive. In Cooper et al.’s (1994) work, the number of business partners contributed to high growth but not to survival, possibly due to partnership break-up or the need to make higher returns to satisfy all partners the business is worthwhile. Industry-specific know-how contributed to both survival and growth; this finding was also reported by Bruderl et al. (1992). 

Overall, the literature suggests a relationship between higher stocks of human capital and the probability of business success. This is our third hypothesis.

H3: Entrepreneurs with high levels of human capital will have a greater chance of early business survival.

The effect of social capital on start-up capital and business performance

Theoretically, social capital is useful to raising finance because both strong and weak ties may be persuaded to invest in, or otherwise financially support, businesses or to sponsor applications for finance within their own broader networks. These assumptions have not been subjected to extensive research. The available evidence suggests mixed results; Carter et al. (2003) reported that, for a group of women, network diversity was positively related to the use of personal sources of funding but professional advisor relationships were negatively related to using personal sources of financing and networking had no significant effect on securing external equity. However, it could be that networks do enable access to different types of finance, particularly debt investment. Consequently, we hypothesise that entrepreneurs with higher levels of social capital will invest greater financial capital in their businesses and be more likely to secure debt investments.

H4: Entrepreneurs with higher levels of social capital will make greater total investment in their businesses at start-up.

H5: Entrepreneurs with higher levels of social capital will make a higher ratio of debt investment in their businesses at start-up. 

Social capital is expected to positively impact on business performance by providing resources required to run a business effectively (such as entrance into a suitable supply chain and to a stock of customers). The benefits of a large network consisting of diverse ties means those entrepreneurs have potential access to different economic resources (Carter et al., 2003; Davidsson and Honig, 2003) and high chance of succeeding in their businesses (Jenssen and Greve 2002). When networks contain an extensive and diverse background of individuals they tend to enhance the richness, occurrence and accessibility of productive opportunities (Carter et al., 2003; Street and Cameron, 2007). Yli-Renko et al. (2002) argue that frequent social interaction with diverse contacts embeds the entrepreneur in a rich network of innovative individuals helping to reduce the time taken to produce and market a product. However, Davidson and Honig (2003) reported that, while both strong and weak network ties are robust predictors of being a nascent entrepreneur and of how quickly the nascent entrepreneur moves through the business gestation period, the only variable that predicts emergence outcomes such as first sale or profitability is being a member of a business network. They explain this in terms of needing more specialized contacts to make a specific business profitable and the difficulty of capturing these kinds of resources using more general social capital measures. Similarly, Cooper et al. (1994) found that having parents who had owned a business contributed to marginal survival, but not to growth, perhaps because parents cannot provide the industry-specific skills and contacts required unless start-up is in the same field. Clearly, some aspects of social capital are more powerful in predicting business success. As our analysis of NES Scholars measures business performance in terms of early business survival, which is more closely related to social capital in existing studies than longer-term profitability, we make the general hypothesis that entrepreneurs with higher stocks of social capital will have a greater chance of surviving in the early stages of business trading. 

H6: Entrepreneurs with higher levels of social capital will have a greater chance of early business survival.

The effect of financial capital on business performance

Financial capital is used to purchase the human and non-human resources required to operate a business and, as one of the most visual forms of capital, to create social capital by developing business reputation. It affects the strategy that may be pursued, absorbs shocks in the learning process of business launch and buys time while the entrepreneur experiments with the market. An early review of the relationship between start-up capital and business performance reported a positive relationship in six out of eight studies (Gimeno-Gascon, 1992). Cooper et al. (1994) reported that higher levels of start-up capital was related to both business survival and growth. Thus, we hypothesise that higher levels of financial capital at start-up will be associated with a greater chance of business survival.

H7: Entrepreneurs investing more financial capital will have a greater chance of early business survival.

Control variables 

Past research indicates that a number of measurable factors, other than social and human capital, effect investment at business start-up. For example, entrepreneur gender (Verheul & Thurik, 2001;Davidson & Honig, 2003), age ( Montgomery et al., 2005; Baron & Markman, 2003; Davidson & Honig, 2003), work commitment/motivation to start a business (Naffziger et al., 1994), firm size (Randoy & Goel, 2003; Carter et al., 2003; Cassar, 2004), firm age (Randoy and Goel, 2003; Hannon and Freeman, 1989) and industry (Cooper et al., 1994; Montgomery et al., 2005; Carter et al., 2003). Van Auken and Howard, (2004) ascertained that capital acquisition for venture creation is jointly determined by internal (e.g. owners goals and values) and external (e.g. market conditions, firm size, industry sector) factors and that controlling for such factors could help the researcher to identify the strength of the individual variables under study. Our analysis departs from many earlier studies by utilizing more complex control variables in order to more accurately identify the strength of the relationships under study.

The NES Programme

The New Entrepreneur Scholarship (NES) programme provides a modular package of pre-start-up guidance and training, start-up funding and on-going business advice. NES ‘Scholars’ are drawn from all ages and backgrounds but must live in areas defined as deprived - ranked up to 8,121 in the UK’s Index of Multiple Deprivation (ODPM, 2004). 

Operational in England only, NES has supported 5,600 Scholars, who each have access to a specific non-repayable start-up fund. The value of this has varied over time. Following an evaluation of the pilot programme (Watson et al., 2003), the start-up fund was established as £3,500. However, in 2004 it was reduced to £2,500 and, in 2005, it was decreased to the current level of £1,500. It should be noted that respondents to the study reported here took part in the NES programme when £3,500 of start-up capital was available and current Scholars are likely to start with £2,000 less funding. NES Scholars do not receive the fund as cash. Rather, they submit purchase orders or invoices relating to agreed resources (e.g. equipment, marketing materials or a rent deposit). The fund cannot be used for personal drawings. In effect, it contributes to fixed start-up costs rather than working capital. Grant funds constitute an average of 26 percent of start-up finance, 57 percent of which comes from NES funds. 

Like other enterprise programme participants (Meager et al., 2003, Rouse, 2004), NES Scholars start  with low levels of financial capital compared with the UK average: mean investment of £11,837, equivalent to just 16.9 percent of the £70,000 mean investment made in UK start-ups, as reported by Fraser (2004). Median investment in NES businesses is £5,825, equivalent to 38.8 percent of the £15,000 UK median investment. These lower rates are caused, primarily, by poor access to personal finance (Rouse and Jayawarna, 2006). 

A second wave evaluation, in which surviving businesses were an average of 29 months old, reported significant growth in NES businesses but from a low base (Jayawarna et al., 2007). Median turnover was £18,000 and median drawings by the business owner were £3,600. As the programme includes some exceptional ventures, mean figures are higher: mean turnover of £35,607 and mean drawings of £5,193. As most businesses are very small, they operate without premises, a partner or sub-contractors. In short, they are small and marginal operations, even after an average of more than two years of trading.

Data Collection

We draw on data from a national survey of NES Scholars undertaken in 2004 (Rouse and Boles, 2004). Both a postal and web survey were utilised to increase the quantity of communication and points of possible contact with Scholars. Both surveys were professionally produced in colour and reviewed by learning support experts. The survey was also piloted in two waves. A total of 2,315 Scholar contact details was provided by the programme and this constituted our sample. As the number of NES Scholar places sponsored up to August 2004 is approximately 3,000, more than two thirds (77.2 percent) of Scholars were included in the survey population. Postal questionnaires were sent with a covering letter and reply-paid envelope, followed by a reminder letter including an invitation to take part in the web-survey. Scholars for whom a current e-mail address was available were also sent two e-mails, including a link to the e-survey, to remind them to participate. 

A total of 448 paper-based questionnaires were returned. In addition, 81 usable responses were made to the web survey. The total of 529 responses represents 22.9 percent of the survey population. The response rate is comparable with similar studies in the field. The demographics of respondents broadly reflected NES Scholar characteristics as reported in an analysis of programme monitoring data (Stanworth and Purdy, 2004). In this paper we draw on the 472 respondents who reported actual or expected start-up investment in their businesses. This is a reasonable sample to perform statistical analysis with high confidence (Field, 2005) and samples of similar size have been used in previous studies to investigate similar issues (see for example: Randoy and Goyel, 2003; Robinson and Sexton, 1994). The sample consists of equal proportions of male and female entrepreneurs (50.4% male) and of a spread of ages (61 percent between 30 and 50). The findings analysed here relate to intra-programme differences in funding by respondent characteristics.
The risk of survivor-bias is limited in our study because we had access to a complete database of the home address of business starters, including those who failed before becoming publicly visible, rather than relying on a population that only becomes visible once businesses had become reasonably well established and/or in terms of a business address (e.g. in telephone listings or through tax returns). Our covering letter and questionnaire also emphasized our interest in Scholar experiences, regardless of business outcome. Scholars had, on average, traded for 7.5 months; 62% had been trading for less than a year. Thus, the time between start-up and enquiring about investment capital was relatively short, reducing the erosion of data quality by memory loss. Our reports about business performance relate specifically to early business survival.

Data analysis 

To test the hypotheses, a number of statistical analyses including descriptive statistics, correlation analysis and multiple regression analysis were performed. To highlight bivariate relationships between explanatory variables and to identify potential collinearities, a simple linear correlation test was performed. This was followed by a series of Ordinary Least-Square (OLS) regressions to test the hypothesis proposed. Linear regression has been used in similar studies of financing new business ventures (see for example, Carter et al., 2003; Cassar, 2004; Montgomery et al., 2005).  Finally to find the human and social capital variations and different financing patterns between successful (survivors) and unsuccessful (failures) entrepreneurs, a series of bivariate probit models were estimated. This test was chosen over logistic regression for two reasons. First, the selection criteria for performance indicators are only defined over a selected sample (only 309 responses were included) which can cause methodological problems when using logistic regression (Bruderl & Preisendorfer, 1998). Second, there are a significant number of missing values across the four financial variables used to measure total finance for each respondent, generating unreliable results when using a logistic model. 

Measures 

Several variables were used in this study to operationalise human, social and financial capital of the new entrepreneur. These variables were selected based on their potential influences on financial capital, as discussed in the literature, and depending on the data collected in the survey.

Financial capital  

Respondents were asked about start-up investment in relation to 10 financing options and an ‘other’ category. The sum of these is taken as total financial capital and used as the dependent variable in the first multivariate analysis (see Table 2). Debt ratio was the fraction of total investment made through enterprise loans, bank loans, credit card/overdraft or loans from family/friends. To determine the composition of the financial capital a distinction is made between four financing options
 frequently discussed in new venture finance literature. These include personal finance, grant finances (including NES funds and government supported grants), bank loans and non-bank commercial loans. The amount of finance in each of the categories was summed to calculate the total investments from each of the capital structures. If the respondents obtained debt capital from a source other than bank loans, including enterprise loans, the aggregate of all such investments was taken to represent the ‘non-bank commercial loan investments’. 

To overcome the problems of outliers and non-normal distributions (which is always a problem with large surveys) natural logarithms of financial capital variables were obtained. Data transformation using natural logarithm suppresses the influence of extreme data and is a viable option for improving normality of a variable (Osborne, 2002).

Human capital 

We used both education and work experience to measure human capital. Level and type of education is frequently referred to as a key component of entrepreneur human capital (Bosma et al., 2004; Astrebo, and Bernhardt, 2005). To capture the level of education, the respondents were asked to indicate the highest level of education, including any vocational qualifications they have completed. The dummy variable for education level was coded as “0” if the education level of the entrepreneur was NVQ3 or less (A’level and below) or “1” if the education of the entrepreneur was at NVQ 4 or above (graduate or post-graduate level). Human capital was further operationalised using a management education variable related to whether the Scholar attended a business management/entrepreneurship training programme as part of an academic, vocational or short course prior to the NES programme (1) or not (0). 

Because of its close tie to education, experience is commonly referred to as a human capital variable (Honig, 1998; Cooper et al., 1994). Therefore research interests also focused on work experience (management experience, self-employment experience) and related to the advantages posed by labour continuity. With all three variables the argument is that success in earlier jobs puts entrepreneurs in a relatively advantageous position with a sufficient amount of personal savings and a good reputation for acquiring external funding for new business investments. Of the three measures used to capture a person’s work experience, start-up experience relates to reports of having previous experience of starting a small business (1) or not (0). Management experience relates to reports of working in a management capacity in another business or organization (1) or not (0). Labour continuity measures whether the Scholar had been economically active, full- or part-time, in employment or self-employment in the year prior to start-up (1) or not (0).

Social capital 

Empirically, social networks have in the entrepreneurial literature been operationalised using a variety of network measures. The network size, network composition, and the time spent on networking were among the different indicators that have been utilised by various researchers in the field (see for example, Bruderl & Preisendorfer, 1998; Greve, 1995). Social capital through network relations was therefore captured using these three variables. We measured the size of the network drawn on by Scholars to discuss their business (network size) by totalling the number of network relationships they reported out of a list of 10 possible types of contacts. Respondents were offered an ‘other’ option but this was an infrequent choice and discounted.  Frequency of discussions with each type of person in the network (network frequency) in the last three months was measured on a four-point scale: (3 points - 10+ times; 0 points - no contacts). We conducted more complex analysis on network composition, relating to the types of people in the network. We made a distinction between four groups: personal networks (family and friends), internal business networks (current and previous employees), external business networks (competitors, customers and suppliers) and professional networks (business advisers and business professionals) (Jenssen & Greve, 2002). Personal networks were further differentiated between networking with people who had small business experience and those who did not. Network frequency scores for each network type divided between the five possible network compositions were summed to develop an index of network composition for each category. This variable was measured dichotomously and coded as ‘1’ if the frequency index for the group is above average or ‘0’ otherwise. Network relations with family and friends (personal networks) were regarded as strong ties whereas the relations with other SMEs (business networks) and professionals (professional networks) were referred to as weak ties. Relationships with internal business contacts were referred to here as medium ties. 

Social capital was further captured using four additional variables frequently discussed in the literature (see Bruderl and Perisendorfer, 1998; Davidson and Honig, 2003). Family support measures relates to having parents or siblings with business ownership experience (1) or not (0). Unpaid help reflects friends and family helping in the business without payment (1) or not. Start-up advisor indicates contact with a business start-up advisor after completing the NES programme (1) or not (0). Marital status (Support from partner) is measured using the dummy variable of having a spouse or life partner (1) or not (0). 

Business performance 

This study uses early business survival as its performance measure for three reasons. First, our study is of businesses in the early stages of development, when measures of business success conventional in more established firms such as annual turnover, profitability (Jenssen and Greve, 2002) and number of orders generated (Hung, 2006) are inappropriate. Second, survival is more traceable and less ambiguous than financial performance (Chandler and Hanks, 1993). Third, as argued by Hannon and Freeman (1989), business survival is a more interesting measure to the owner-manager, competitors, communities and other stakeholders (including enterprise programme founders) than financial measures of performance. Those who were still trading were considered as ‘survivors’ (1) and those who ceased trading as ‘failures’ (0). All cases that did not report current operating status were excluded from the performance regression. 

Control Variables

To control for the effect of entrepreneur demographics on start-up capital and business performance, we included some control variables.  First, to control for any entrepreneur demographic effects, the entrepreneur age, gender and motivation for business start-up were included in the analysis The entrepreneur age was measured in number of years (log transformed for normality) and gender was measured using a dummy variable coded as 1 for male and 0 for female. People choose business over paid employment for a variety of reasons other than maximising economic returns (Storey, 1994; Naffziger et al., 1994). To account for this difference, entrepreneur motivation for business start-up was measured dichotomously, where the dummy variable for motivation assumes 1 for economic motivations and 0 otherwise.

In addition, characteristics of the businesses started have often been linked to the amount and choice of financial capital invested (Davidsson, 1991). The small business finance literature often argues that, while the entrepreneur is key to successful acquisition of resources to business start-up, there are also differences between patterns of business finance when structural factors are taken into account. We therefore controlled for firm size, age and industry sector following the recommendations from Haines et al. (1999) and Davidsson (1991). Business size = 1 if the business has any staff and 0 otherwise. Following the ‘liability of newness’ argument (Bruton and Rubanik, 2002) we controlled for organisational age, which is the number of months elapsed after founding until the survey time. This variable was log transformed to induce normality. Research has shown that the pattern of new venture investments can systematically vary by the sector in which the business is operating (Davidsson, 1991) and that manufacturing/production based businesses have different capital requirements than businesses operating in service sector. To control for these industry effects the sample was also broadly classified into two industry categories: manufacturing and services (dummy coded as 1 and 0). Finally, we controlled for motivation for business start-up. This was measured dichotomously - 1 for economic motivations and 0 otherwise.

Findings 

Table 1 reports the correlation matrix for the independent and control variables. The bivariate relationships indicate that the directions of the hypothesised relationships are generally positive. Although some strong relationships may be logically anticipated, the bivariate correlations indicate no obvious problem with multicollinearity among the independent variables or control variables. The computed collinearity statistics (tolerance values) were in the range of 0.5 to 0.85. As these values are beyond the threshold value of 0.1 as suggested by Field (2005) the results do not have an influence on multicollinearity effects.  

Table 2 presents the results of the OLS regression analysis relating to the relationships between human and social capital measures and financial capital and debt investments. This includes controls for entrepreneur and business effects, which limit confounding influence and enhance focus on the key variables of interest. The regressions analyses were performed in a step-wise manner with control variables entered in step 1, followed by human and social capital variables. 

Model 1 captures the effects of human capital dimensions on start-up finance capital and addresses hypothesis 1.  The collective effect of all of the independent variables on the model dependent variable, financial capital, is significant at p<.001 (F =8.46, R2 =.14). This means that human capital explains an additional 10.4 percent of variance in total investment at start-up over the effect of the control variables alone
. Coefficients for business management education and management experience are significant at the highly significant level of p<0.01. Labour continuity is significant at the lower level of p <0.05, indicating that those who have long labour discontinuity are in a relatively disadvantage position when acquiring financial capital for their businesses. Although not at conventional level (p<0.5) there is a positive significant association between financial capital and start-up experience. 

Table 01: Correlation matrix 

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17

	1. Total investment
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2. Total debt investment 
	.679
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3. Level of education
	.142
	.086
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4. management education
	.235
	.132
	.127
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	5. management experience 
	.103
	.154
	.017
	.140
	
	
	
	
	
	
	
	
	
	
	
	
	

	6. start-up experience 
	.086
	.066
	.061
	.115
	.029
	
	
	
	
	
	
	
	
	
	
	
	

	7. labour continuity 
	.044
	.057
	.218
	.018
	.048
	.106
	
	
	
	
	
	
	
	
	
	
	

	8. network size
	.332
	.425
	.096
	.031
	.119
	.080
	.110
	
	
	
	
	
	
	
	
	
	

	9. network frequency 
	.006
	.068
	.013
	.058
	.079
	.020
	.096
	.561
	
	
	
	
	
	
	
	
	

	10. family business relationships
	.085
	.121
	.032
	.022
	.083
	.060
	.064
	.148
	.038
	
	
	
	
	
	
	
	

	11. Free help
	.065
	.055
	.010
	.046
	.059
	.029
	.020
	.145
	.030
	.060
	
	
	
	
	
	
	

	12. Start-up advisor
	.036
	.009
	.024
	.029
	.168
	.051
	.012
	.151
	.144
	.111
	.073
	
	
	
	
	
	

	13. marital status 
	.009
	.073
	.003
	.059
	.013
	.031
	.068
	.315
	.024
	.084
	.070
	.004
	
	
	
	
	

	14 entrepreneur age 
	.056
	-.06
	.065
	.032
	.185
	.042
	.084
	.024
	.092
	.047
	.003
	.065
	.12
	
	
	
	

	15. entrepreneur gender
	.092
	.089
	.089
	.096
	.036
	.056
	.138
	.153
	.004
	.056
	.058
	.152
	-.89
	-.124
	
	
	

	16. firm size
	.158
	.165
	.078
	.087
	.005
	.086
	.007
	.122
	.056
	.068
	.146
	.047
	.052
	.025
	.124
	
	

	17. firm age
	.008
	.017
	.036
	.073
	.062
	.055
	.112
	.085
	.074
	.041
	.046
	.16
	.047
	.154
	.005
	.063
	

	18. motivation 
	.147
	.256
	.106
	.134
	.047
	.15
	.066
	.046
	.013
	.162
	.122
	.035
	.133
	-.21
	.148
	.047
	.096

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Coefficients greater than 0.093 are significant at p <0.001; > .079 are significant at p <0.05 (two –tailed)

Model 2 isolates the effects of social capital dimensions on total investment and tests hypothesis 4. The collective effect of all social capital variables is highly significant at p <0.001 (F =10.17, R2 = .08). Adding the social capital dimensions to the regression equation with control variables alone produced a significant increment in R2 (∆R2 = .049, P <0.05). This means that social capital explains 4.9 percent of variance in total investment over the effect of the control variables alone. The coefficient for family business relationships is significant at the p<0.01 level. The coefficients for personal networks with people with business experience (strong ties) and living with a partner are significant at p<0.05 level. Network size is positively significant  at p<0.10. Internal business networks is negatively related to total business finance, although not at significant level.

The full model (model 3) offers a stronger multivariate test of the hypothesis, indicating how human and social capital dimensions simultaneously affect total financial capital. Model 3 is significant (F =7.69, p <.001) with an R2 of .15. This model explains an additional 1.7 percent and 7.2 percent of the variance in business start-up financial capital over the models including just human and social capital, respectively. Management experience is by far the major contributor to financial capital followed by business experience, adding a further 1.6% to the model R2.

Within the human capital dimensions in model 3, the individual coefficients for management experience (p<0.01), business management education (p<0.05) and labour continuity (p<0.05) are significant. The other human capital variables are positively related to total financial investment but not at a significant level. Thus, hypothesis 1 is supported. 

The positive significant relationships between start-up financial capital and social capital dimensions in model 3 are family business relationships (p<0.01), strong ties with experience personal network members (p <0.01) and network size (p<0.1). With the exception of internal business relationships, the other social capital variables have positive relationships with total business finance but not at a significant level. This provides partial support for hypothesis 4. 

The relationships between human and social capital and debt investments are analysed in models 4 to 6. Both individual models of human capital (Model 4 F= 6.58) and social capital (Model 5 F = 10.26) are significant at p<0.001 level. The results gave some significant associations useful to support hypotheses 2 and 5. 

The full model (Model 6), that relates human and social capital simultaneously to debt investments as the dependent variable, yields an R2 of .287 (F =10.33, p<000). It explains an increase of 22 percent of variance over the control variables alone. Both individual models of human capital (Model 4) and social capital (Model 5) are significant (F= 6.58, p<0.001 and F = 10.26, p <0.000) but the social capital model explains an additional 9.9% of the variance in debt investments over the variance explained by the human capital model. There are mixed results for the significant associations between human capital and acquiring debt investments. While having a higher degree is positively associated with debt investments (p <0.05) having previous self-employment experience has a negative significant association (p<0.05). Although not at conventional level, the association between management education and debt investment is significant and positive (p<0.1). Overall, there is clear evidence linking education and debt investment but less clear evidence about the power of experience, thus there is partial support for hypothesis 2.  Coefficients for the social capital variables of network size, participation in external business networks – weak ties (p<0.001), networking with professionals (p<0.01) and living with a partner (p<0.1) are significant in the expected direction. Network size and participation in business networks are particularly important to mention because of the magnitude of their contribution to the model R2 as well as its potential to differentiate successful vs. unsuccessful entrepreneurs (see table 03). Taken together the results therefore suggest that social capital dimensions are the most important determinants of debt investments by an entrepreneur supporting hypothesis 5. 

Overall, the OLS results suggest that social capital dimensions are the most important determinants of debt investments but that human capital variables are more potent in explaining total investment. 

Table 02 : Results of Regression Analysis 

	Variables 
	Total Business Investmentsa
	
	Debt Investments 

	
	Model 1:

Human Capital
	Model 2:

Social Capital
	Model 3:

Full Model
	
	Model 4:

Human Capital
	Model 5:

Social Capital
	Model 6:

Full Model

	Human capital – Education

	  - level of education
	.04(.62)
	
	.05(.76)
	.18*(1.92)
	
	.22*(2.22)

	  - business mgt. education
	.17**(2.55)
	
	.21*(2.19)
	.17^(1.62)
	
	-.18^(1.89)

	  - mgt. experience
	.14**(2.41)
	
	.20**(2.92)
	.07(.69)
	
	.11(1.22)

	  - start-up experience
	.11^(1.74)
	
	.10(1.51)
	-.23**(2.42)
	
	-.18*(1.95)

	  - labour continuity 
	.13*(1.99)
	
	.14*(2.01)
	.08(.81)
	
	.02(.17)

	Social Capital – Network relations 

	  - network size
	
	.12^(1.80)
	.11^(1.61)
	
	.24**(2.81)
	.29**(3.13)

	  - network frequency 
	
	.05(.70)
	.06(.89)
	
	.09 (1.03)
	.09(.96)

	  - network composition
	
	
	
	
	
	

	     - personal (no exp)
	
	.09(1.35)
	.06(.82)
	
	.07(.87)
	.11(1.22)

	     - personal (with exp)
	
	.16*(2.45)
	.13*(1.92)
	
	.07(.89)
	.13(1.42)

	     - internal business
	
	-.05(.79)
	-.05(.76)
	
	-.03(.39)
	.01(.07)

	     - external business
	
	.08(1.2)
	.06(.80)
	
	.23**(2.74)
	.30**(3.17)

	     - professional
	
	.03(0.54)
	.04(.51)
	
	.17*(1.91)
	.23*(2.42)

	   - family business  relationships
	
	.17**(2.65)
	.18**(2.49)
	
	.01(.07)
	.02(.20)

	   - free help 
	
	.02(.18)
	.02(.24)
	
	-.04(-.43)
	. 05(.55)

	   - business advice 
	
	.07(1.07)
	.02(.27)
	
	.15^(1.79)
	.09(1.02)

	   - marital status 
	
	.12*(1.91)
	.07(1.08)
	
	.12(1.49)
	.17^(1.77)

	Control variables
	
	
	
	
	
	

	   - agea
	-.01(.12)
	-.01(.148)
	. 02(.34)
	.02(.19)
	.13(1.58)
	.13(1.39)

	   - gender
	-.09(-1.40)
	-.05(.72)
	-.12^(1.71)
	-.15(1.55)
	-.19*(2.24)
	-.19*(2.02)

	   - motivation
	.12^(1.83)
	.14*(2.24)
	.14*(2.02)
	.08(.79)
	.15^(1.75)
	.19*(1.98)

	   - Firm size
	-.13*(1.95)
	-.09(1.55)
	-.21*(2.21)
	-.16^(1.7)
	-1.92*(.16)
	.21*(2.19)

	   - time trading a 
	. 01(.15)
	. 02(.23)
	. 02(.276)
	-.07(.67)
	-.01(.09)
	.01(.05)

	   - Industry dummy
	.07(1.05)
	. 02(.27)
	.09(1.34)
	.21*(2.16)
	-.12(1.38)
	.19*(1.93)

	
	
	
	
	
	
	

	R2
	.137
	.082
	.154
	.119
	.218
	.287

	Adjusted R2
	.121
	.067
	.142
	.102
	.198
	.252

	F statistics (significance)
	8.46***
	10.17***
	7.69***
	6.58**
	10.26***
	10.33***

	( R2
	.104***
	.049^
	.121***
	.082**
	.181***
	.25***


standardised beta values are reported and t values are in parentheses

*p<.05(two-tailed); **p<.01(two-tailed); ***p<.001(two-tailed); ^p<.10(two-tailed)

a log transformation applied 

Table 3 reports the Bivariate Tobit regression results of the tests or hypotheses 3, 6 and 7, relating to early business survival. While the first model is the baseline analysis of the effects of control variables on the probability of business survival, the other three models introduce in a step pattern, the effect of human, social and financial capital on survival. 

The collective effect of all the independent variables including the control variables on the business survival measure, as explained in model 10, is highly significant at p <.000  (χ2 = 43.4, pseudo R2  = 0.46). The incremental chi-square for this model shows that the fit of the model improved over that of all other models, suggesting that when taken together, human capital, social capital and financial capital can make a greater contribution to business survival than any set of resources on its own. The significant increase in model log likelihood (= 11.52, p <.000) and the significant increment in model prediction power (R2 = .46, p<0.001) indicates that the inclusion of financial capital has a significant contribution to business survival rates. 

The first model (Model 7), including control variables only, is statistically significant, as shown by the logarithmic likelihood ratio chi-square 38.9 (p <0.000) The results for the entrepreneurial and firm level characteristics used as controls in this study were largely consistent with prior research (Baron & Markman, 2003; Marshall & Oliver, 2005). Business size affected exit risks (p<.001), with businesses operating with no additional staff have lower survival probabilities. The complexity of technology probably poses greater difficulties for those who have chosen to develop a manufacturing base business, increasing the risks of business failure. Being a male entrepreneur did not aid survival. Gender was found to have no significant association to business survival/failure. Starting businesses at a younger age also did not aid survival. Entrepreneur motivation did have a moderating influence on business survival - those who have financial motives are more likely to run successful businesses (p<.01). 

The positive and significant coefficients for all human capital measures in both models 8 and 10 supports hypothesis 3. The results demonstrate that being educated to degree level (p<0.05), having previous management experience (p<0.05) and receiving business management training prior to start-up (p<0.01) can significantly increase the likelihood of business survival. In fact, successful entrepreneurs were twice as likely as unsuccessful group to have followed a business management course prior to joining the NES programme. Having self-employment experience also reduced dissolution risks. This was found to be significant beyond conventional levels of significance (p<0.10).
The data in models 9 and 10 suggests that the risk of business failure decreases with increased social capital.  The positive coefficients on network size (p<0.01) and strong network ties (p<0.05) are consistent with hypothesis 6. In fact, every additional member added to the network size increases the probability of business survival by a factor of 2.31 (p<0.001). Personal networks with experienced people – strong ties were most strongly related to being a survivor (p <0.01) The results also show that survivors have stronger relationship with professional networks – weak ties and receive family support (p<0.05). No differences were found between the two groups on network frequency, business advice or receiving help from partners. The coefficient on receiving free help in the business is negative and significant (p <0.001) suggesting that the risk of business failure is higher when one depends largely on free help.  The results therefore give partial support to hypothesis 6.

Model 10 illustrates that total investment is very strongly related to the chance of early business survival (p<.000). Each type of finance has a positive coefficient with survival.  The relationship with banks loans is highly significant (p <.000) and there is also a significant relationship with non-bank loans (p <.01). Overall, the failure group had an average start-up capital of just one third of those who survived (mean core difference of £ 13,375). The resulting ANOVA test was significant (F = 24.58, p < 0.001). This provides strong support for hypothesis 7. 

Table 03: Bivariate Tobit Regression: new venture success 

	Dependent variable 
	Model 7 
	
	Model 8
	
	Model 9
	
	Model 10: full model 

	
	Baseline model
	
	Human capital effects
	
	Social capital effects
	
	Financial capital effects 

	Financial capital 
	
	
	
	
	
	
	

	Total investmentsa
	
	
	
	
	
	
	1.52***

	Personal investmentsa
	
	
	
	
	
	
	.310

	Grant investmentsa
	
	
	
	
	
	
	.274

	Bank loansa
	
	
	
	
	
	
	1.12***

	Non bank loans a
	
	
	
	
	
	
	.642*

	Undercapitalised 
	
	
	
	
	
	
	-.36^

	Social capital 
	
	
	
	
	
	
	

	Network size
	
	
	
	
	1.412***
	
	1.21**

	Network frequency 
	
	
	
	
	.235
	
	.308

	Network composition – strong ties
	
	
	
	
	.518*
	
	.574*

	Network composition – weak ties
	
	
	
	
	.158
	
	.391*

	Network composition – medium ties
	
	
	
	
	.017
	
	-.042

	Family support
	
	
	
	
	.387^
	
	.414*

	Free help
	
	
	
	
	-.687**
	
	-.719**

	Business advice 
	
	
	
	
	.124
	
	.210

	Marital status 
	
	
	
	
	.285
	
	.198

	Human capital 
	
	
	
	
	
	
	

	Level of education
	
	
	.472*
	
	.381^
	
	.41*

	Business mgt. education
	
	
	.982**
	
	1.38***
	
	1.23**

	Management experience 
	
	
	.541*
	
	.62**
	
	.58*

	Self-employment experience 
	
	
	.271
	
	.31
	
	.34^

	Controls 
	
	
	
	
	
	
	

	Entrepreneur age
	-.075
	
	-.108
	
	-.114
	
	-.101

	Entrepreneur gender
	.224
	
	.312
	
	.372^
	
	.412*

	Entrepreneur motivation
	.471*
	
	.513*
	
	.586*
	
	.46*

	Firm size
	.745**
	
	.574*
	
	.421*
	
	.514*

	Industry dummy
	.510*
	
	.320
	
	.390^
	
	.387^

	
	
	
	
	
	
	
	

	Log Likelihood(df) 
	212.36(5)
	
	309.1(9)
	
	376.3(18)
	
	492.82(24)

	Pseudo R2
	.12
	
	.23
	
	.31
	
	.46

	χ2
	38.9***
	
	46.2***
	
	41.4***
	
	43.4***

	N
	
	
	
	
	
	
	

	Increase in model Log likelihood
	
	
	96.74(4)***
	
	67.2(9)**
	
	116.52(6)***


a log transformation applied 

two-tailed *p<.05; **p<.01; ***p<.001; ^p<.10

Discussion and Implications for Policy

Our findings suggest similar overall patterns to those identified in the literature, indicating that relationships between resources, access to finance and early business survival found in the wider population of small firms also operate in deprived areas. It is particularly interesting to note that the full models are most powerful in predicting the relationships under study. So, people with higher stocks of human and social capital are significantly more likely to raise total and debt finance than those with a strength in just one of these resource areas. Similarly, it is those with a triad of resources – social, human and financial – who are most likely to survive in the early stages of trading. These findings draw our attention to inequalities in the chances of raising finance and early business survival within deprived areas and raise our interest in the wider social structures through which capital resources are distributed (class, gender, ethnicity etc) (Rouse and Jayawarna, 2007; Rouse, 2007). 

In terms of enterprise policy, these findings raise difficult questions: should  programmes like NES target more well resourced residents, in the interest of creating a more dynamic stock of start-ups in deprived areas, or work with residents who have the least access to resources, in the interests of promoting social inclusion? The tension indicated here between economic regeneration and social inclusion policy may be overcome through a third option: working intensively with significant numbers of the disadvantaged in deprived areas to overcome their resource constraints, thereby creating a dynamic stock of businesses and promoting social inclusion. Our findings indicate that this option necessitates an extensive intervention, ameliorating a range of capital constraints, probably beyond that currently offered by NES or other UK enterprise programmes, which tend to rely on a weak model of social inclusion and start rather marginal enterprises. Policy makers may resist more intensive programmes because of their cost, but in so doing they may fail in both their policy targets.

The second implication of the similarity between our findings and research on the wider small business population is that the observation made by Hung (2006), that the role played by human and social capital is complex and responses must be multi-dimensional, also applies to policy in deprived areas. Our findings indicate the types of resources related to having higher chances of raising finance and creating early business survival and, so, provide insight into the  interventions required to boost more dynamic enterprise in deprived areas. They also point our attention to the contingency of the enterprise sector on other areas of public policy – e.g. education and labour market policy – that also have a role to pay in overcoming particular capital constraints.

The strongest set of relationship we found was between financial capital and the chance of early business survival. This negates the notion that programmes aimed at promoting enterprise in deprived areas can neglect the need for financial capital: money talks in deprived areas, as elsewhere. Enterprise policy should not be entirely distracted from providing finance by ‘soft’ interventions related to raising human and social capital. The current policy of eroding grant financing within the NES programme is unsupported.

In addition to providing more grant finance, policy makers may seek to address factors that determine overall access to finance. In this study, human capital emerged as a greater predictor of total investment than social capital. The most powerful predictors were having management education and experience. Management experience may reflect higher financial returns on earlier employment experience, and associated credibility with lenders, as well as skills in extracting finance from personal, grant and external funding institutions. A concentration of residents with poor employment experiences may be a factor inhibiting enterprise in deprived areas and education and labour policy promoting employment mobility may have the indirect effect of creating better resourced start-ups. Programmes could also include more management education. 

Of the other human capital variables, labour continuity was also significantly associated with raising total finance. These factors probably relate to both the ability to save through higher quality or longer-term employment careers and greater credibility in raising finance. Again, they point to the indirect effect that policy to raise education and employment opportunities in deprived areas may have on local enterprise. They also suggest that enterprise programmes may fruitfully become part of longer-term initiatives that encourage employment experience prior to movement into entrepreneurship. 

Of the social capital variables, having a family with business experience is most powerful in increasing access to total finance. The poor rate of enterprise in deprived areas may, in part, be circular if a lack of family business experience inhibits access to finance and, thereby, constrains the development of the next generation of entrepreneurs. Policy may attempt to replicate business families by providing the ‘grants’ and soft loans that families might otherwise provide and creating family-like support through advice and mentoring networks. Having other networks with experience of small business is also significant in its relationship to total finance. Network size is a less powerful predictor of access to total finance and internal business networks are negatively related to raising finance. This reflects the well established notion that networks specific to a business are more valuable than general networks and poses a challenge to general enterprise programmes to help build business-specific networks; NES received relatively low levels of satisfaction with this role compared to more generalist support (Rouse and Boles, 2004). 

In contrast to factors influencing total finance, social capital is more powerful than human capital in predicting ability to raise debt finance. In particular, network size and participation in external business networks are powerful predictors. This again reflects findings in the wider business population, that broad and business-specific networks are valuable in raising finance (Greve 1995; Davidsson and Honig, 2003). Also of significance are networks with professionals and, to a lesser extent, support from a partner. Our attention is pointed once again to the need to help start-ups in deprived areas build business-specific networks, rather than relying on family or friends. 

Human capital variables that are significant, although at a low level, to raising debt finance are having a higher degree and management education. These may make the entrepreneur more confident in applying for loan finance and more credible to lenders. Entrepreneurs with better education and employment backgrounds may also be from more wealthy backgrounds and, so, able to draw on informal lending networks. Overall, there is only weak evidence here that an increase in general education in deprived areas will influence access to debt capital. This is an interesting finding for enterprise programmes, in which there is often doubt about whether graduates are significantly disadvantaged to warrant support. It undermines the concern that graduates in deprived may have advantageous access to capital compared to non-graduates. Interestingly, previous self-employment experience is a strong negative predictor of debt investment. It is unclear whether this reflects hesitance in taking the risk of borrowing or impaired credibility due to previous business failure. Either way, there is a suggestion here of a lack of resilience in deprived economies if second-time entrepreneurs are excluded from pursuing a second chance in enterprise due to poor access to debt finance.

With the exception of receiving free help in the business, all of the social, human and financial capital variables are significant in predicting business survival. The negative influence of free help in the business may reflect the insecurity caused by relying on unpaid labour and, possibly, extreme financial capital constraints that lead to relying on unpaid labour and have wider impact on business survival. This finding seems to refute the notion that all forms of bootstrapping – that is, employing non-economic solutions to solve business problems – are favourable at start-up (Winborg and Landstrom, 2000). Thus, the myth that people in deprived areas can make it in business through the agency of their families or friendship networks, rather than material support, is brought into question.

Two of the three most significant predictors of business survival are greater total finance and having a bank loan. It is difficult to judge the direction of causality in this relationship; a bank loan may signify the credibility of the business as judged by the bank, act as a motivator to business success or support business operations and, in any of these cases, suggest business viability or, alternatively, the bank loan may support the survival of businesses that are otherwise unviable. Qualitative and more longitudinal quantitative research is required to further understand this result. Our model may also be strengthened in future developments by testing for interactivity between finance and survival variables, beyond the multi-collinearity tests already applied. If bank loans directly cause business viability then enterprise policy should urgently address the factors related to raising debt finance outlined above in order to create more sustainable businesses in deprived areas.

Powerful human capital factors in predicting early business survival include receiving management training and, at a lower level, having management experience. Again, this reflects the potential value of increasing the management education available under enterprise programmes and incorporating these initiatives into longer-term programmes that include employment experience at a managerial level. It also points to the indirect effect that improving employment experience in deprived areas might have on local enterprise. It is noteworthy that, unlike some earlier studies, we did not find a strong significant relationship between general education and business survival, even during the early stages. This may be further evidence that the better educated in deprived areas are as vulnerable as other groups and, so, warrant assistance, or it may reflect movement out of marginal trading by the better educated; this question warrants further analysis.

Self-employment experience is only a relatively weak predictor of business survival. This may be because it is difficult to access second chances in deprived areas, as discussed above, or because those who have failed in business lack the skills to run a second operation. Either way, this evidence refutes the myth common among some enterprise programme participants that second enterprises are always more successful (Rouse, 2004) and reinforces the value of ‘counselling out’ business failures to encourage reintegration into employment over dogged determination to succeed in business (MacDonald and Coffield, 1991; Rouse, 2004).

In terms of social capital variables, network size is a strong predictor of business survival, again reflecting the well established idea that broad networks are important to developing a business after initial gestation. At a lower level, strong network ties are also significant, indicating that the support of local people is valuable in the early stages of trading, even in deprived areas. 

Finally, we should note the limitations of our model. First, in relation to the possibility of interactivity between some of the variables and the potential for unidentified endogeneity. Our model has been tested for multi-collinearity, which is not found to exist at a significant level. Isolation of the effect of individual variables may be further strengthened in future developments by applying further tests for interactivity. Second, we note that our study is limited to analysing early business survival. We now have access to longer-term data for some respondents (Jaywarna et al., 2007), enabling longer-term analysis of the relationships outlined. 

Conclusion

UK and international economic policy is investing in enterprise programmes aimed at supporting people from disadvantaged backgrounds and/or areas to start in business. We have argued elsewhere that these initiatives are based on a discourse of enterprise as an open route of opportunity and that they tend to downplay considerable accumulated knowledge about the importance of capital resources in the start-up process (Rouse and Jaywarna, 2007; Rouse, 2007). This argument is reinforced by the findings reported here, that the dynamics observed in the wider business population also exist in deprived areas. From this evidence, we can presume that the poor rate of enterprise in deprived areas is at least partially a product of concentration of people with poor capital resources and that policy to promote dynamic enterprise must take action to redress these capital constraints. 

Policy could focus on encouraging start-up among the better-resourced, with the primary aim of creating a dynamic start-up market. This is a similar logic to that advanced by Storey (1994) when he argues that economic policy ought to focus on growth businesses. However, it does not directly address the policy agenda of promoting social inclusion by helping the disadvantaged take on the status of entrepreneur, a key driving force for programmes such as NES. Currently, policy makers are designing relatively restricted interventions to promote transition into self-employment by the disadvantaged, including those living in deprived areas. This approach contradicts the evidence presented here, that extensive programmes are necessary to ameliorate against multi-dimensional capital constraints. 

There is a fair possibility that enterprise programmes – if structured in relation to the evidence – can ameliorate for some of the capital resources related to accessing finance and surviving in business, thus promoting both social inclusion and economic regeneration in deprived areas. In particular, the strong link between access to finance and early business survival can be supported through an increase in grant financing (in contradiction to the current policy trend) and easing access to bank finance, although further analysis to test endogeneity in our model, the longer-term relationship between finance and performance and the processes underpinning these relationships is warranted before making significant investment. Other key recommendations include action to: increase management experience and education and labour continuity prior to start-up within a longer-term intervention that ameliorates disadvantage faced by those with poor employment experience; replication of business families (in terms of the support they lend to raising finance as well as business skills and networks), and; support to build networks, particularly business-specific networks (rather than personal or even professional networks). 

The negative association found between accessing free help from family and friends and business survival suggests we should be cautious about advocating all types of bootstrapping and the more general idea that people in deprived areas can overcome resource constraints through the agency of their friends and families. Findings about the value of supporting second-time entrepreneurs is also ambivalent and warrants further research. Previous business experience is a negative predictor of debt investment and only a weak predictor of business survival. Qualitative research suggests that strong commitment to entrepreneurship can promote marginal or even informal trading rather than an efficient exit from business (Rouse, 2004). Together, these findings call for research to examine whether a lack of success by serial entrepreneurs results from poor resilience in local systems, that fail to support second chances, or the need for a counselling out service to promote transitions into employment.
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� As this paper focuses on early stages of entrepreneurship, it is assumed that at this stage, entrepreneurs are hardly in a position to acquire external equity.  Therefore in this paper we will not concentrate on external equity (business angels and venture capital investments).


� The model with only control variables used as a benchmark against which to test the effects of social and human capital on financial capital (R2 of 0.033) and debt ratio (R2 of 0.037). Company size presents positive and significant coefficients in four of the regressions, thus indicating that there might be scale economies associated with the financial capital acquire by the entrepreneur. It is also observed that the entrepreneur gender and industry sector (p <0.05)stands out in the debt investments, allowing us to make some inferences about the gender discriminations in gaining access to external finances and the extra demand for resources in manufacturing related businesses. The significant associations found between entrepreneur motivation and debt investments in particular is interesting as it gives an indication that economic motives encourage people to invest more from external sources. 
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