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Abstract:

Type of Paper: Refereed

Objectives: The aims of this research were: to identify barriers to enterprise in disadvantaged communities, and to explore potential routes to encourage and support the growth of enterprise in these disadvantaged communities.

Prior work: This research builds on the work of Robertson et al. (2003) and Greenbank (2006) on barriers to start-up; Heywood and Southern (2006) on enterprise in deprived areas; Lam and Ritchie (2006) on enterprise culture; Brindley (2005) and Fielden et al. (2003) on barriers to women entrepreneurs, and Dhaliwal (2000) and Dhaliwal and Kangis (2006) on ethnic entrepreneurs.

Approach: Three separate Councils (Luton, Rochdale and Oldham) which applied in 2006 for Local Enterprise Growth Initiative (LEGI) funding from the Government commissioned Innovas Consulting Solutions Ltd. to carry out baseline research to support their submissions and to identify the barriers to enterprise faced by deprived communities within their areas. LEGI funding “aims to increase entrepreneurial activity in local populations; support the growth and reduce the failure rate of locally owned businesses; and attract appropriate inward investment and franchising – making use of local labour resources” (ODPM, 2006). Research evidence was captured through individual interviews, focus groups, an online survey and documentary evidence.

Results: Key conclusions include; support initiatives should build on existing community relationships, ideally they should become community led solutions - not externally imposed,  focussing on high technology businesses is potentially detrimental, much of the training offered lacked a practical aspect, many people lacked basic qualifications and reading/writing skills, there was a lack of suitable and affordable premises, there was a demand for mentoring/business support but access to support was unclear, planning the transition from unemployment to self-employment was difficult, lack of childcare was a barrier, there were specific age-related barriers, perceptions of local authorities not purchasing from local businesses and the long time that it would take to build a more entrepreneurial culture and the confidence of would-be entrepreneurs in the boroughs.

Implications: There are implications arising from the results for government policies, the working practices of support agencies and local authorities, skills development and enterprise education.

Value: This paper contributes to the body of evidence on barriers to enterprise, particularly highlighting issues of community relationships, access to premises, mentoring/business support, basic education and the development of a local entrepreneurial culture.
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Introduction:

In recent years much emphasis has been placed on the role and importance of business start-ups to the economy. Blackburn & Ram (2006, p.75) quote the Social Exclusion Unit Report:

“Increasing levels of enterprise and economic activity go hand in hand with tackling poverty, unemployment and social exclusion. Starting or running a business is difficult enough, but there are additional barriers to enterprise faced by those in the most deprived areas of the country. This is one of the key reasons for much lower rates of enterprise seen in disadvantaged communities – just where the need for enterprise is the greatest” (Office of the Deputy Prime Minister [ODPM], 2004, p.106).

Taylor et al., (2004) argue that the premise supporting the resurgence of interest in entrepreneurship is that encouraging individuals to take more risks will result in increased economic activity.

Much research has taken place on the barriers to business start-ups (e.g. Robertson et al., 2003; Slack, 2005; Blackburn & Ram, 2006) and some research has concentrated on the economic and social impact of enterprise development in deprived communities (e.g. Heywood & Southern, 2006; Marlow, 2006; Taylor et al., 2004; Slack, 2005; Blackburn & Ram, 2006; Rouse & Jayawarna, 2006); however less has focused on the particular barriers to be faced in this particular context. This research then is designed to make a contribution to filling this knowledge gap and addressing the research aims:

· To identify barriers to enterprise in disadvantaged communities.

· To explore potential routes to encourage and support the growth of enterprise in these disadvantaged communities.
Overall the primary focus for this study can be summed up by the phrase: “What’s Stopping You Starting?” 

The LEGI that was the subject of the bids is described in detail:

“This government initiative aims to release the economic and productivity potential of the most deprived local areas across the country through enterprise and investment thereby boosting local incomes and employment opportunities, and building sustainable communities. The aim is supported by three national-level outcomes:

· to increase total entrepreneurial activity among the population in deprived local areas 

· to support the sustainable growth and reduce the failure rate of locally-owned business in deprived areas 

· to attract appropriate investment and franchising into deprived areas, making use of local labour resources 

LEGI will provide local authorities, in partnership with key stakeholders, with the freedom to best determine the needs, options and solutions for stimulating economic development in their area”.

Ref: http://www.neighbourhood.gov.uk/page.asp?id=1696http://www.neighbourhood.gov.uk/page.asp?id=1696 [Accessed 10 April, 2007].

In 2005 88 local authorities in England were eligible to bid for LEGI funding from the Government.  £126m was awarded to 10 successful bids in Round 1, with a further £60m available for Round 2 in 2006. A further third round is planned for 2007.  LEGI funding “aims to increase entrepreneurial activity in local populations; support the growth and reduce the failure rate of locally owned businesses; and attract appropriate inward investment and franchising – making use of local labour resources” (ODPM, 2006).

In 2006 Innovas Consulting Solutions Ltd, led by its Managing Director, Tim Ashcroft, was commissioned by three separate Councils to carry out baseline research to support their submissions and to identify the barriers to enterprise faced by the deprived communities within their areas. Those 3 councils – Luton, Rochdale & Oldham – have given permission for the research findings to be used as a basis for this paper.

At the time of conducting the research the situation as regards the three boroughs was as follows:

Oldham

Oldham Borough is a large metropolitan district in North West England. It is home to 219,000 people (Oldham MBC, 2005). The Borough had high levels of deprivation (ranked 43rd most deprived out of 354 local authorities in England) and unemployment, and the overall economic position was relatively weak (measured by Gross Value Added (GVA) per capita and GVA per worker). There were low levels of business start-ups in terms of VAT registrations in Greater Manchester from 1996-2006. However, Oldham Borough had relatively low levels of business failures measured by VAT de-registrations. It also had a relatively low level of self-employment (Oldham MBC, 2005).
Rochdale

Rochdale Borough is a large metropolitan district in North West England. It is home to 206,500 people. The Borough had high levels of deprivation (ranked between 12th and 46th most deprived in the Indices of Deprivation 2004 measures of deprivation at district level) and unemployment, and the overall economic position was relatively weak (measured by Gross Value Added (GVA) per capita and GVA per worker). There were low levels of business start-ups and in terms of actual numbers it consistently had the lowest number of VAT registered businesses in Greater Manchester from 1996-2006. However, Rochdale Borough had relatively low levels of business failures measured by VAT de-registrations and had a high level of self-employment (Rochdale MBC, 2005).

Luton

Luton Borough Council is a large metropolitan district in South East England. It is home to 130,000 people aged 16-74 and compared to the East of England it has a smaller proportion of employed and self-employed people and more unemployed. The Borough had high levels of deprivation. There were low levels of business start-ups (particularly in black and ethnic minority groups and low levels of VAT de-registrations (www.nomisweb.co.uk). 
Literature Review:

In recent years a number of papers have been published which have addressed the related issues of barriers to business start-up, enterprise culture, enterprise in deprived areas, barriers to enterprise in areas of deprivation, barriers to women entrepreneurs and barriers to ethnic entrepreneurs. The following review was conducted to reveal the pertinent issues for exploration. 

Barriers to Start-up:

Robertson et al. (2003) identified a number of general barriers to business start-up in the UK; fear of failure linked to the fear of debt, difficulties in obtaining finance (also highlighted by Slack (2005)), perceived regulatory barriers, business taxation, lack of education and confusion about the business advisory system. Slack (2005) argued that a lack of business skills would prevent potential entrepreneurs from turning a business concept into reality. Robertson et al.’s (2003) particular research with ex-students who had expressed some degree of entrepreneurial intent as students revealed lack of motivation, no business idea, lack of skills, lack of confidence, perceived risk, lack of help and access to finance as barriers to business start-up. Many of these barriers which produce uncertainty can be summarised through the work of Greenbank (2006) who found that uncertainty in the process of making the decision of whether to set up a business increases the perceived level of risk attached to self-employment as a career option. Clearly if the perceived level of risk is higher than the prospective entrepreneur’s confidence in overcoming the perceived barriers then it is unlikely that a business start-up would ensue. Brindley (2005) adds to this argument by warning that the promotion of SMEs as growth oriented may be increasing risk perceptions towards entrepreneurship in certain demographic groups. A particular aspect of this risk perception is explored by Blackburn & Ram (2006, p.81) who argue that ‘enterprise schemes’ which aim to help people into self-employment have the potential to act as a barrier:

“In other words, paradoxically, rather than create a culture of enterprise such initiatives may perpetuate one of dependency especially if participants are left in debt and fearful of further engagement in economic activity”.

Although there are clearly barriers to business start-up, self-employment does present certain opportunities when compared with employment. Marlow (2006) indicated that the UK government saw self-employment as an attractive option for individuals who might otherwise struggle to find jobs as it does not present formal entry barriers such as proof of experience or formal interviews (apart from where professional accreditation is required).

Enterprise Culture:

Lam & Ritchie (2006) developed an analytical framework of enterprise subculture which is illustrated in table 1 below:

	Person
	Resources
	Learning experience

	Business owners and their social network

· Attitudes & perception

· Motives & intention

· Enterprise knowledge

· Enterprise experience


	Family 

· Source of finance

· Human resource

· Learning experience

· Market information

Social network

· Source of finance

· Human resource

· Learning experience

· Market
	· Availability of positive role images of successful independent business

· Opportunity to practise entrepreneurial attributes reinforced by society culture during formative years

· Provision formally and/or informally of knowledge and insight into the process of independent business management




Table 1: Framework of Enterprise Subculture (Lam & Ritchie, 2006, p.8)

On inspection of table 1 it can be seen that this framework links back to many of the barriers to business start-up that were identified in the first section of this literature review. This would indicate that the necessary attributes of an enterprising culture which, in theory, should result in business start-ups can also act as barriers if they are absent or weak.

Enterprise in Deprived Areas:

Recent years have seen an increase in research on the subject of enterprise in deprived areas:
“More recently, entrepreneurship has gained a new and additional expectation and that is as an answer to social exclusion through business led regeneration of deprived areas” (Heywood & Southern, 2006, p.2). In addition to the mantra of enterprise as an economic benefit Heywood & Southern (2006) highlight the comparatively recent shift to the concept of enterprise as a social benefit. Marlow (2006) stated that self-employment is seen by the government to be a driver of regeneration in deprived localities. Fielden et al., (2003, p.152) referred to the Department of Employment and Education (2000) who espoused that small businesses were key players in the success of regional development and the building of social cohesion in deprived areas. Blackburn & Ram (2006) observed that the notion of enterprise has been positioned as a key means of helping to overcome social exclusion and that contemporary thinking assumes an inextricable link between enterprise and social inclusion.   
One of Heywood & Southern’s interviewees raised a thought-provoking question:

“are the areas deprived because there is low numbers of enterprises, or is there low numbers of enterprise because the area is deprived?” (Heywood & Southern, 2006, p.8).

Marlow (2006) argues that the impact of various schemes to generate greater enterprise and so create new jobs and wealth in areas of deprivation has been limited.

Barriers to Enterprise in Areas of Deprivation:

SBS (2004) have identified four barriers to entrepreneurship in disadvantaged groups; inadequate specialist support, a lack of affordable access to childcare, poor access to finance, and a lack of role models. These barriers and others have also been identified in recent research papers. Heywood & Southern (2006) identified barriers to greater levels of enterprise for people living in deprived areas that were placed into two categories; intangible barriers of opportunity, self-esteem, cultural restrictions, a dependency culture, religion and perceived prejudices, and  tangible barriers of finance in the form of grants and loans, premises, access to local guidance provision and people with empathy and knowledge. Slack (2005) highlights the particular barrier to self-employment in deprived areas of the lack of local role models who could inspire individuals to start businesses. He reports that such success stories are few and far between in deprived areas, and some successful entrepreneurs leave the area on the back of their success. Taylor et al., (2004) argue that those from socially disadvantaged backgrounds will lack appropriate role models because of the limited nature of their own and their parents’ networks. Slack (2005) reinforces the issues raised by Heywood & Southern (2006) of access to access to finance and mentoring support in deprived areas. He believes that a potential entrepreneur from a deprived area is unlikely to be able to tap into even small sources of funding and that they are much less likely to have access to mentor figures. The research of Rouse & Jayawarna (2006) into the financing of participants in New Entrepreneur Scholarships (NES) indicated that the disadvantaged areas and circumstances from which scholars were drawn severely limited their ability to make personal investment in their businesses. This raised concerns that the low level of capital available constrained the scale and ambition of the businesses started.

Fielden et al., (2003) revealed another potential barrier to enterprise in deprived areas, that of affordable starter units. Their research in the North West of England showed a need for starter units that were designed to promote small business and social enterprise start-up in areas that were experiencing high levels of social exclusion.

Blackburn & Ram (2006) are critical of UK policies to removing barriers to enterprise in deprived communities which aim to alter the barriers to excluded people rather than work on who and what is generating the barriers. They argue that entrepreneurship, as manifested in business ownership, provides opportunities for inclusion for some people in some contexts but little scope for others, and that current policies best affect those individuals who are on the cusp of social marginality rather than the most disadvantaged.

Two particular areas of barriers to enterprise that have received much attention in recent years are those of barriers to women and ethnic entrepreneurs. These are discussed in outline below as the scope of this paper does not allow for a detailed discussion.

Barriers to Women Entrepreneurs:

Marlow (2006) suggests that just as gender disadvantages women in waged work, so it does in self-employment. Dhaliwal & Kangis (2006) identified the main barriers to success for female entrepreneurs as male conservatism, a perception of preferential treatment of men by banks and an assumed lack of knowledge. Fielden et al., (2003) identified an extensive list of barriers experienced by the women in their study. They felt that there were negative and patronising attitudes to them from men; lack of affordable business premises; high small business rates and overheads; inadequate and restrictive business start-up grants; cash flow problems; childcare problems; lack of business networking and support groups; dissatisfaction with support services; lack of confidence (also identified by Brindley, 2005; Marlow, 2006; Blackburn & Ram, 2006) and limited expectations about future business progression.

Barriers to Ethnic Entrepreneurs:

Blackburn & Ram (2006) highlighted that stimulating self-employment amongst ethnic minority communities has been a noticeable feature of the small firm policy agenda since the 1980s and Lam & Ritchie (2006) argued that certain ethnic groups display higher levels of entrepreneurial activity than their white counterparts. In spite of this longstanding aspect of policy a number of specific barriers have been identified in recent research. SBS (2006) demonstrated that ethnic minority businesses in England that try to raise finance reported more difficulties than non-ethnic minority businesses. Another major issue identified was the availability or cost of premises which were more frequently problems for ethnic minority firms. As double the proportion of ethnic minority businesses depend on premises to grow, this is a particular barrier for these businesses. Dhaliwal & Kangis (2006) reported that Asian women in particular face cultural and family barriers and do not enjoy easy access to family or community finance in the same way as the men. In addition they highlighted the fact that many black and minority ethnic businesses are in deprived areas which negatively affects their credit rating. This is compounded by the reluctance of banks to talk to potential business customers until they had produced viable business plans. Dhaliwal & Kangis (2006) described the business ideas and plans of Asians as being too ambitious or not clearly written. Dhaliwal (2000) conducted research with Asian women entrepreneurs and Asian women working in family enterprises. It was found that children played a crucial role. For the women described as ‘independent’ the children were their first priority and it was only when they were in school or had left home that the women looked to work. For the ones described as ‘hidden’ the women worked at the expense of their children and were often neglected in the process. Either of these situations could clearly present a barrier to potential Asian women entrepreneurs.

Methodology:

The primary data collection was designed to obtain multiple perspectives on the issues revealed by the literature review above and any other issues thought to be relevant by the participants from would-be start-ups, start-up businesses (in business for <3 years) and existing businesses (in business for >3 years). Three data collection methods were used (individual interviews, focus groups and an online survey) in order to provide robust information. The overall methodology employed to meet the requirements of the three Boroughs is described in Figure 1 below:
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Figure 1: Project Methodology

Data on the research participants from across the three Boroughs that contributed to the three data collection methods is presented below in Table 2:
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Total BME Disabled Female Male

Mixed 
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Aged 
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Aged 
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Would 

be 

Starts

Start-

ups

Existing 
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Individual 

Interviews

95 1 2 17 19 0 0 0 0 0 0

Focus Group 

Attendees

313 133 0 124 27 57 13 31 29 32 31

Online-Survey 61 0 0 0 0 61 0 0 0 0 0

Overall Totals 469 134 2 141 46 118 13 31 29 32 31


Key: BME – Black/Minority Ethnic

Table 2: Descriptive data for the research participants

Findings:

A number of barriers to enterprise were identified in these disadvantaged communities and these were often coupled with suggested potential routes to encourage and support the growth of enterprise:

Building on the Community:  There seemed to be an outside-in approach to supporting the communities with too much focus on physical structures rather than the human relationships which are viewed as key to each community. Generally there was a lack of support for ‘bottom-up’ initiatives. A consistent message which came through was that grass roots work was trusted by the community. External solutions provided by what some of the respondents described as “men in suits” were viewed with suspicion. Additionally the need to brand everything was seen as a barrier. It was felt that it would be better if initiatives had a local image and were tailored to local needs. Community-led regeneration led by local champions and utilising local resources was seen as a surer route to success.

High Technology Focus is potentially detrimental: The focus on promoting high technology start-ups at a regional and local level was seen as potentially detrimental. The route out of poverty and to starting your own business could take small steps at first, e.g. Hairdressing and other such ‘lifestyle’ businesses could be these first steps which also serve the community. 

‘Teflon Training’ - ‘Nothing sticks’:  A common criticism was that too much ‘training’ was conceptual and/or classroom based and not given by current practitioners. There was a real demand and need for action-based learning which has a real and lasting benefit. This links directly to the call for mentors.

Having the right skills: Training was raised as a key issue by many and was often seen as a barrier to starting a business, e.g. within the Rochdale New Deal for the Communities area 45% of people have no qualifications and many cannot read or write.

Entrepreneurial Culture: It was felt that there was a need to develop an entrepreneurial culture within the boroughs. There was a perception that there was little support direct to schools to facilitate this.

Suitable and affordable accommodation for businesses: This was possibly the number one barrier with a lack of suitable affordable premises, the need for start-up incubation, and good quality move-on accommodation as key demands.

Focusing Business Support: There were strong demands for clearer and simpler procedures to access support.

Social Enterprise specific needs: There were also demands for specialist social enterprise support, including employment matters, and health and safety advice. 

Specialist Support – including Finance: Mentoring was a key demand by many businesses both in the start-up and growth phases. Of course access to finance remains a need; however the concept of small start-up grants seemed more in demand. 

Transition Planning: The challenge of moving from benefits to work to starting one’s own business was seen as a difficult path. It was cited as difficult to get the various agencies to work together, and there was no ‘transition’ funding from being on benefits.

Childcare:  The lack of childcare services or facilities was cited as a major issue on several occasions, particularly from female respondents. There were suggestions for linking childcare provision to business incubators or serviced office accommodation.

Age related issues: there was no financial assistance available to those who were over 25 and unemployed for less than 18 months. There was some evidence to suggest that focusing on the over 50s and informing and inspiring them, created long-term sustainable businesses.

Public Procurement:  This was generally raised as an issue with the need for the Councils to support ‘buy local’ campaigns including leading by example. 

Confidence: One of the challenges was in starting the entrepreneurial process; in getting people to make that first step towards self-sufficiency and independence. Starting a hairdressing business, or window cleaning or a small shop were mentioned as examples. It was felt that creating that confidence took time – more time than most business support objectives and targets allowed. There was a feeling that it must also begin at an early age with schools starting the process of embedding a culture of enterprise in the Boroughs.

Discussion:

This research has added weight to a number of the barriers to enterprise for disadvantaged communities previously identified in the literature review and also revealed new issues that require further exploration. In addition associated potential routes to encourage and support the growth of enterprise in these disadvantaged communities have been identified. These have been described in the findings and could influence policy in this area. The possible policy implications are dealt with specifically below.
Previously identified barriers reinforced by this research were; lack of appropriate training or skills (Robertson et al., 2003; Slack, 2005), the lack of an entrepreneurial culture (Lam & Ritchie, 2006), a lack of suitable and affordable accommodation for businesses (Heywood & Southern, 2006; Fielden et al., 2003; SBS, 2005), confusion about access to business support (Fielden et al., 2003;), difficulties in accessing finance (Robertson et al., 2003; Slack, 2005; SBS, 2004; Heywood & Southern, 2006; Rouse & Jayawarna, 2006; Fielden et al., 2003; SBS, 2006; Dhaliwal & Kangis, 2006), a lack of access to mentors (SBS, 2004; Heywood & Southern, 2006), the lack of childcare services or facilities (SBS, 2004; Fielden et al., 2003; Dhaliwal, 2000) and a lack of confidence from the would-be entrepreneurs (Fielden et al., 2003; Brindley, 2005; Marlow, 2006; Blackburn & Ram, 2006; Heywood & Southern, 2006).

New barriers identified by this research were; that a high technology focus to enterprise was potentially detrimental to efforts to encourage business start-ups, that there were perceived barriers to social enterprise development, there was a perceived lack of transition planning for people moving from benefits to self-employment and that a lack of public procurement by the Boroughs hindered some small businesses. 

The main barrier identified in the literature review that did not surface from this research was that of suitable local role models. This had previously been highlighted by Slack (2005) and Taylor et al. (2004). Perhaps in the three boroughs there were sufficient role models or the participants did not consider the availability of role models to be a significant barrier to enterprise.

Conclusions:

The key conclusions of this research are that; support initiatives should build on existing community relationships and activities, focussing on high technology businesses is potentially detrimental, much of the training offered lacked a practical aspect, many people lacked basic qualifications and reading/writing skills, there was a lack of suitable and affordable premises, there was a demand for mentoring/business support but access to support was unclear, planning the transition from unemployment to self-employment was difficult, lack of childcare was a barrier, there were specific age-related barriers, perceptions of local authorities not purchasing from local businesses and the long time that it would take to build a more entrepreneurial culture and the confidence of would-be entrepreneurs in the boroughs.

Thus the two research aims of this research have been achieved; many barriers to enterprise in disadvantaged communities have been identified including some potential new ones and potential routes to encourage and support the growth of enterprise in these disadvantaged communities have been identified by small business owners and potential entrepreneurs.

The question of “What’s Stopping You Starting?” has been answered through the identification of barriers to enterprise for disadvantaged communities and these then have implications for policy and practice. 

Implications for Policy and Practice:

There are implications arising from the results for government policies:

· The true impact of various enterprise initiatives on business start-ups and the subsequent impact on social inclusion need further research.

· Access to business support needs simplification.

· Access to appropriate finance needs to be simplified.

· Community-owned initiatives need further investigation and appropriate support.

· Transition planning for people moving from benefits to self-employment needs to be systematic and robust.

The working practices of support agencies and local authorities: 

· Simpler access to local support networks.

· Access to suitable and affordable premises.

· Access to good quality and good value childcare.

· Councils to support ‘buy local’ campaigns and lead by example.

Skills development and enterprise education:
· Action-based learning for potential business start-ups with support from mentors.

· Basic skills development for significant numbers in the community (reading and writing).

· Inculcation of an enterprise culture in schools in order to increase levels of confidence in entrepreneurship.

Recommendations for Further Research:

Given the level of investment in LEGI it will be important to see if it is having any practical impact on removing barriers to start-up in the disadvantaged communities in which it is currently being implemented. In addition this research suggests that the impact of local role models warrants further investigation.
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