[image: image1]Institute for Small Business & Entrepreneurship 

7-9 November 2007 - Glasgow, Scotland

Minority Ethnic Businesses - 
So Are We Really Saying That One Size Fits All?

Richard Bent, Senior Lecturer and Co-director

Scottish Centre for Enterprise and Ethnic Business Research [SCEEBR]

Queen Margaret University

 Edinburgh EH12 8TS

Tel 0131 474 0000 Email rbent@qmu.ac.uk 


Claire Seaman, Senior Lecturer and Co-director, 

SCEEBR

Mauricio Silva, Researcher, 

Queen Margaret University

Abstract

· To examine the frequent separation of Ethnic minority businesses from many mainstream SME debates.

· To consider the diversity of backgrounds within the 'minority ethnic' community and the implications for business development and support.

· To question the recurrent assumption that SME businesses can identify the help they need.

· To introduce a model that attempts to draw together the issues raised.

Prior Work

The team at the Scottish Centre for Enterprise and Ethnic Business (SCEEBR) research have spent a number of years reflecting on the importance (economic, social and community) of SME ownership to diverse communities and the disproportionate reliance, for many, to certain sectors. Research with a variety of individual communities, businesses and support bodies has led the team to question the 'one size fits all approach' and conversely to question whether business can truly self identify and report the most pertinent needs.

Approach

This discussion paper brings together the ideas and questions from a range of business contacts, experiences, analysis and research.

Whilst a variety of approaches have been used behind this work a key aim of this paper is to stimulate discussion and to suggest the need to improve operationalisation of research into practice.

Results

A model will be introduced to illustrate the synthesising of the issues raised and to allow a pedagogical approach to be considered for future business intervention.

Implications

It is widely recognised that SME success is a key factor to the health of the UK economy, yet efficacy of business support and development is questioned by all sides. This work suggest the urgent need to identify 'real needs', effective business support and improved approaches for knowledge transfer.

Value

To stimulate debate and to question some of the existing methods, processes and views. It is also hoped that by developing a better understanding of the needs and dynamics of both minority ethnic and the wider SME market in general that a better use of support and, often limited, resources can be made. If business support is improved then it is envisaged this would cascade through to social, community, entrepreneurial, economic and health of the nation benefits.

Introduction

The role of business support in the start-up, development and growth of minority ethnic businesses in Scotland forms the basis for this discussion paper which will consider both current issues and the solutions that may be appropriate. The thoughts, questions and suggested solutions behind this discussion paper have, however, arisen from a number of sources, research and ideas developed over recent years at Queen Margaret University. In order to contextualise the questions raised in this paper, it is perhaps worth looking at how the QMU team became involved in small business/minority ethnic business research and advice.

As one of the authors came from a small business and retail background the threat to certain communities, disproportionate exposure to retail dependent backgrounds matched well with another researchers interests in the food sector, where again certain communities have an unequal exposure to the restaurant/catering sector. Additionally the increasing difficulties in today’s business community of trying to operate and manage a small enterprise are never far from the press or public comment. The team realised that the threats posed to certain areas could a disproportionate effect on the health and well-being of a number of interlocking communities and an initial interest in research in this area was stimulated. 

On further investigation, however, it became clear that the research and analysis that had been carried out within minority ethnic businesses in the UK and Scotland was limited, was lead by only a narrow number of researchers [notably Ram, Smallbone and Deacons] and was disproportionately focussed upon minority ethnic communities in England. This last issue highlighted one area which forms part of the background to the current discussion: whilst Scotland has a number of minority ethnic communities that are well established and similar in original origin to those in [say] Manchester or Birmingham, the individual communities relative isolation after their arrival in the UK has in some cases lead to business communities developing in markedly different manners. It is dangerous, therefore, to assume that data collected in the major ethnic communities in England provides the best backdrop for the development of business support services in Scotland; indeed what works for businesses in Glasgow may not be appropriate in Inverness. 

Background to Discussion Paper

In recent years the health and wellbeing of communities both minority ethnic and the wider more diverse communities in general regularly appear in Government, Opposition, Local authority and Business group pronouncements. We are told that communities and their health are important drivers of everything from schooling to health care, employment to anti-terrorism. Additionally, the often accepted view is that migrants are more entrepreneurial in character, although the evidence surrounding the reasons for this is somewhat patchy and research in this areas has highlighted both community ‘norms’ and perceived difficulties in alternative routes as contributing factors.

We also believe that it would be few observers or indeed participants who would disagree that healthy, vibrant and successful businesses are good for communities and the country at large. Yet the ability to actually support, assist and develop the supposed ‘Entrepreneurial spirit’ that is out there is a different matter.

Perhaps to contextualise one of the issues that instigated this paper it is worth looking back approximately a year.  The then Scottish First Minister appointed a new minister to the cabinet, and not just any minister but one whose remit includes ‘communities’. 

The cameras flash and the new minister is asked ‘What they are planning to do?’

The response, if you take a moment to think about it, was fascinating. 

They were looking forward to launching a report!

Launching a report! 

Not developing communities, not improving the wellbeing of people, not even addressing the needs of businesses in supporting communities, but launching a report. 

To this day the team are still not sure if said report was ever launched. What was it about? Did it have any impact whatsoever?

A second recent incident saw Gerry Robinson former Granada CEO and recent TV business doctor asked to change the prospects and practices of an NHS Hospital Trust (BBC Television 2007). (BBC Television 2007). A couple of hours into the programme he noted with despair that this was one of the hardest challenge of his life. Entrenched views, fixed ideas and customer and practice all conspired to stifle innovation, drive and customer focus.

Both of these moments made us begin to think a bit deeper about business support, advice, the different needs and approaches to it, that we have come across over the years.

It is perhaps worth noting that as this is a discussion paper and designed to stimulate debate, it is by its very nature, fairly general in focus. 

In the support sector we can all point to areas of best practice but, despite this, questions are often raised about the effectiveness and worth of business support provision. The Independent on Sunday (2007) cited the work of Doug Richards for the Small Business Task Force (a Conservative instigated group). Some of the more obvious headline issues that he discovered included 3,000 schemes run by 2,000 bodies and that at least .33.5p in every £1.00 for support to SMEs lost in administration. One of the final points made is the statement that accessing business support is often so difficult and time consuming that “many decide it is simply not worth the bother.”

So why is this important? 

For many, and especially amongst minority ethnic communities, the route to employment has been well documented and the factors for choosing self employment have often been situational or negative opportunity led. Hard work, long hours and an investment in time, effort and family life have been integral to an individual’s life and, importantly, perceived future. For many, it’s not only a living but a pension plan for themselves and often an extended family. Failure and decline in a specific sector may, as a result, have a disproportionate, and damaging, effect on a specific community, many of whom may already be vulnerable to change. The situation can escalate with children seeing the years of work and labour put into a business turn into a “to lease” board.

On the converse side, we are continually bombarded with the importance of the small firm and the need to create entrepreneurs for the health of our nation. Courses, events, schemes and even dragons dens all contribute to an often unquestioning push to self employment and business ownership. Despite this over 20,067 registered corporate business closed in 2006 (Experian 2006) and a rough estimate by the British Bankers Association indicates over 400,000 small business closures.

So why are we failing many smaller enterprises?

Is it the fault of Government? 

Congestion charging?

Or perhaps it’s TESCO Plc. 

Could it even be many of the businesses themselves? Indeed, are we allowed to say this?

What we plan to suggest today is that we need to take a new or perhaps more holistic look at the way we provide business support and to step back and really look again at the issues.

Perhaps a recent Scottish example will help to illustrate the point.

Firstly, in 2005 the Scottish Executive commissioned a report (another one!) entitled “Minority Ethnic Enterprises in Scotland” (Scottish Executive Social Research 2005) providing a scoping study on minority ethnic business in Scotland. Now this is on the back of a variety of initiatives highlighting the importance of and opportunity creation for members of minority ethnic communities.

The problem thought is that for a nation of many thousands of minority owned businesses the sample was just over 40. In addition, the sample tended to focus on the more ‘traditional’ communities, four of them. What about the new migrants, the South American community, the French, Spanish, Polish, Italians or even the Australian or American business operators? How do we support new business development in these areas?

Thought small scale research projects can deliver interesting and valuable data it is clear that the real value of this restricted type of work in building policy is limited. Yet it does inform opinion, influence debate and often create policy – to go back to my opening statement

“ It’s a report, its been issued and it is good”.

We believe there are some important points to draw from this.

Firstly, we have been to many, many meetings that have tended to spend large amounts of the allocated time questioning different definitions of ethnicity. Yes, it can be very important for monitoring and equality of opportunity or for targeting specific support but conversely this does not in itself directly help many of the small businesses that we work with. 

It is also important to consider the danger of allowing the lumping together of so many different and diverse communities under one banner ‘minority ethnic businesses’ or other said terminology. Are we really proposing that the needs of say the Chinese community are the same as that of a Portuguese migrant or a Columbian business person? What happens if one person is Scottish, married to a Columbian by birth but was raised in the USA and lives in a rural community? How does the system attach a label to this type of business operation?

Yet all these diverse groups have a common bond in that they are business owners or operators and that business role is where we do see commonality of issues. Yes, the ethnicity of the owners background will be important and may influence patterns of behaviour or create different bonds and different predispositions to react. But it must also be said that one could debate the differences between businesses in so many ways from sector to location and format to facilities. 

The Knowledge Gap?

In recent years, we have conducted a range of research [Bent et al, 1999; Welsh et al, 2003; Emslie and Bent, 2007] and developed a focussed understanding or business issues and business support needs, with a range of businesses some of which might be defined as minority owned and others not. One of the many interesting factors we have found is what one might term the ‘knowledge gap’. To define this further, it could be argued that there is a presumption by many support bodies or even researchers that the business owner actually knows what areas they need help and advice in. Put simply, does a respondent fully understands either the questions that they are being asked or the possible range of answers? Why do we often presume that businesses know what they need to develop their business? Business owners are not born with the knowledge of how to operate an outlet. Many of us are privileged to have had the time to learn the theories and methods of analysing that business environment and importantly have the time or indeed job to be familiar with possible remedies and solutions. The next time you are in some of your local shops try asking them about their ‘policy for market segmentation’ or perhaps their use of the ‘4ps’ in their business planning. For us, these are some of the most basic business tools and though many businesses do operate these methods it is often without realising rather than by an organised process.

This situation is important as it gets to the heart of the debate about connectivity. If not all businesses are aware of the type of help that might be useful, asking them what help they would like is only ever going to be part of the process of identifying business support needs. It raises, too, a key question: How can those that provide support and business advice connect with those that may need it if one side does not know what or even if they do?

Over recent years ‘Access to Finance’ is often the resultant message of many reports or research and is often cited as a barrier to small business development. The banks are castigated for being unwilling to support small businesses. Two recent examples were drawn to our attention, both from small business operators. The first when discussing the small business finance issue laughed and said ‘rubbish the banks are desperate to give money away’ but you have to have a viable plan and an idea. Ok he may be being overtly generous to the banks and not fully recognising some of the deeper issues surrounding minority business development, but we think he had a point. Knowing how to approach the banks for money may be an area where business support is needed, but this may or may not be recognised by the individual business. 

“PKF Accountants and business advisers have found that the majority of small and medium-sized firms in the UK fail to have a written plan of action and could be at risk of limited growth, especially if economic circumstances change. “(BPS 2007)

Secondly a few years ago one of the big five Banks operated a pilot scheme in Edinburgh offering to develop, advise and set up an online sales capability for your business - free. They invited a range of their SME customers, only 3 attended. Of the 3 only one took up the offer. This story was told to us by the one person who did and said he was stunned by the poor response, stunned by the fact it was free and amazed by the amount of support and assistance that he received, all at the banks expense. It allowed him to have a fully fledged online retail site and to expand from a shop in Edinburgh to sales across the UK. This type of scenario would support the earlier work by Ram et al (2002) and by ourselves (e.g. Bent et al 1999 and Welsh et al 2003) which highlighted that MEB’s and indeed others did not see the banks as a source of assistance just a money store. Perhaps more seriously it highlights the difficulties that many SME’s and MEB’s have in seeing or even investigating an opportunity.

This then reminded us of some of our research conducted a few years ago into the convenience store market as well as some of the work being conducted by our current team of PhD students. Within this work 100 Edinburgh based convenience stores were asked about business support. The word ‘grants’ began to appear as a desired outcome. Interestingly when pushed further on what they would do with the money they began to admit that it was ‘free money’ that was wanted – there was no plan for what to do with that money. The point here is that access to finance is a two sided equation needing a knowledge and understanding of what is needed from both sides. It is easy to hear the call for more ‘financial’ support or assistance but we rarely here what the purpose for said finance would be.

Possible Solutions?

Developing this theme further it began to strike the team at QMU that it was very difficult to conceptualise the problem and issues around the case for business development so we have begun to develop a working model which we hope will bring together the different parties and issues in this debate.

The Edinburgh Knowledge Hedge
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The model is designed as a starting point from which to encapsulate some of the key issues around SME/Minority enterprise business development.

On the right hand side, of the model, we have examples of SME businesses continually moving around with a range of issues, they are not static and the issues facing them are in a continual stage of flux.. Some factors may be ethnicity related whilst others may be sector, location or economic specific. Just as businesses are all different so may be the individual issues facing a business. However, around this it is important to recognise that the one major factor that they all have in common is that they are SME businesses and that brings with it a range of situations, actions and limitations.

On the left hand side are examples of bodies that may have a direct or indirect interest in the success, development or indeed training of businesses.

These two groups are often in the situation where they are arguably trying to communicate with each other. This may be by direct (e.g. adverts or direct approaches) methods or it may be indirect (e.g. a complaint to a local newspaper or even discussions with customers). The key issues here are that between them we have what could be best described as a hedge. Like a physical hedge it is difficult to penetrate and you are rarely left unscathed when or if you get through it.

The hedge is full of many different issues, twists, experiences and opinions. It is these factors which are blocking the clear communication channels. For many SME businesses the perceived difficulties, or lack of knowledge about what is on the other side of the hedge mean that little connection or value is ever traded. For the interested observers and providers the poor lack of understanding or the drift into side issues mean that they rarely reach the intended recipients or if they do the effect can be partial.

At the top of the model we have positioned, an example of factors that are often blamed by SMEs as being the primary cause of their problems. In some cases these are true but it is the methods used to react to these that are important and often missed. For example, the growth of large supermarkets is regularly identified for the decline of the small retailer. They have displaced much of the consumer market but the change in society is perhaps more the cause (working women, cars, all weather shopping centres, foreign travel and diet). It is often the lack of adaptation or change that is the real cause for the business failure – what do supermarkets offer the consumer that small shops don’t? Is there any way either to offer a niche alternative? If you have little time to spend looking at the alternative retail operations the problems increase. This point clarifies one of the key issues raised earlier. If you don’t know how what to change – or how to identify what to change - then how can you make effective change happen?

The final part, at the base, of the model is the Business Environment. This is designed to encapsulate the wider Business Environment. This environment whether Local, National, International or sectoral in nature is always in a state of transformation.

Conclusion

The model is designed to operate as a starting point from which to encapsulate and explain the issues facing businesses and support providers. It is designed to try and reopen the dialogue between what have often become two sides of an argument. Once the support providers or the interested parties are able to better understand the SME and how they think and operate it may be possible to design better communication tools and support. Within this, the balance between businesses – related issues and sociological and cultural factors can be better focused upon.
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