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Abstract

A review of a plethora of studies of small and medium sized ethnic minority businesses and policy initiatives in the UK has demonstrated that ethnic minorities cannot be treated as a homogenous group. There is a need for hyper-diversity and super-complexity to be recognised. The paper therefore focuses on three major gaps in the study of Asian entrepreneurship in the UK.  First, it eschews the notion that ethnic minorities can be regarded as a homogenous group as there are considerable differnces between them. The paper therefore focuses on UK domiciled Indians and Chinese.  Second, the paper argues that as well as inter-group differences, there are inter-group differences.  Hence the analysis of data in the paper distinguishes by gender, comparing and contrasting males and female Indian and Chinese.  Third, it explores the link between self-employment and education, with a focus on graduates. The paper draws on both quantative and qualitative data. It critically examines the statistical data available and draws attention to the lack of robust data available for the analysis by generation, gender and education. Nevertheless, it uses secondary data sources to provide a statistical profile of Indian and Chinese self employment, and compares this with White British.  It explores generic differences between the first and second generation within the two communities as well as differences by education levels. The focus on graduates includes a examination of the rise of UK graduate qualifications in among the second generation Indian and Chinese, especially in science, engineering, technology and related subjects.. The paper also draws on qualitative data (current research being undertaken on student and graduate Indian and Chinese) to explore labour market options among graduates. It demonstrates how graduates engage in exclusive, simultaneous and consecutive self-employment  Finally, it examines the social networks of the two generations and explores their relevance to student and graduate entrepreneurial activities.
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Introduction

A review of a plethora of studies of small and medium sized
 ethnic minority businesses and policy initiatives in the UK (Ram & Jones 2006) has demonstrated that ethnic minorities cannot be treated as a homogenous group. This is because there are considerable differences between rates and patterns of self employment among Indian, Pakistani, Bangladeshi, Chinese, Black African, Black Caribbean, Somali, Polish and other White ethnic minority groups.  Apart from inter-group differences, there are differences within groups of the basis of factors such as generation, class, immigration patterns and gender. Most of the ethnic minority groups have been domiciled in the UK in large numbers since the 1950s and their population has been rapidly rising, fuelled by their higher birth rate.  This has resulted in a large number of second generation ethnic minorities but little attempt has been made to analyse generational differences in entrepreneurship.  Furthermore, not only has there been an increase in the  second generation population, but educational achievements have also risen particularly in some communities among whom there is a growing cadre of UK educated graduates.  The characteristics of ethnic minority graduate entrepreneurship is an area that has been little explored.

This paper seeks to address the above limitations.  It focuses on two ethnic minority groups, the Indians and Chinese, who have high rates of self employment. Both communities comprise people from the first and second generation. They are also the groups most likely to have UK degrees: Chinese (31%), Indian (25%) compared to White British (17%)
.  They represent a higher proportion of the graduate output compared to their share of the working population (Connor et al. 2005).  The paper draws on quantitative data from a variety of generic secondary sources such as the census, Labour Force survey as well as government sponsored surveys of entrepreneurship to provide a profile of various aspects of entrepreneurship in these two communities. As there is little quantitative data on the second generation, and particularly among graduates, the paper also draws on qualitative data
 from a current study of UK domiciled Indian and Chinese university students and graduates in England engaged in entrepreneurial activities.  

Following a background section, section 2 critically examines the data sources available for the analysis of Indian and Chinese entrepreneurship.  Section 3 focuses on Indian and Chinese entrepreneurship, comparing their characteristics with White British. It also includes an examination of inter-generational differences in the two communities, and the relationship between education and self employment, particularly graduate education.  Section 4 looks at the growth of UK graduate education qualifications among Indians and Chinese.  The impact of this on labour market choices is explored in Section 5 focussing on patterns and motivations to self employment among graduates. Social networks play an important role in developing and sustaining entrepreneurship and this is explored in section 6, highlighting the role of university education in the development of networks. 

Section 1: Background

There were an estimated 4.3 million SME businesses in the UK
 at the start of 2005 which accounted for over half of the employment and turnover in  UK private sector businesses.
  In 2005, 7.4% of all SMEs in UK were ethnic minority-led.
  These include those led 
 by Indians and Chinese. There are an estimated 300 thousand ethnic minority SMEs in the UK, contributing an estimated £20 billion to the UK economy per year– at least 6% of total SME GVA (£340bn).
  It is difficult to obtain precise numbers of Indian and Chinese businesses but crude estimates for UK in 2003 indicate that there were around 100,000 Indian businesses, and 20,000 Chinese business
.

There is a great deal of growth in ethnic minority businesses: they accounted for 11% of new business start-ups in 2004 which is an increase from 9% in 2000.
 In 2004, it was estimated that there were 50,000 Black and minority ethnic
 business start-ups in England and Wales which is a 56% increase from 2000 (Barclays Bank 2005).
 As the growth in the overall number of business start-ups in England and Wales was 28 percent higher than 2000, the growth in the ethnic minority business start-up is therefore double the growth rate in total business start-ups (Barclays Bank 2005).  Young people, including graduates, play an important role in this growth (Botham 2004). 
The scale of ethnic minority enterprise needs to be seen in the context of population size, immigration patterns and labour market outcomes.  Non-White ethnic minorities in 2001 accounted for 4.6m or 8% of the UK population of 59m.  There were about one million Indians (2% of the total population and 23% of the non-White ethnic minority population).  They constitute the largest ethnic minority group while the Chinese are among the smaller groups. They make up almost a quarter of a million, accounting for 0.4% of the total UK population and 5% of the non-White ethnic minority population
.  For the purposes of this paper, among the UK domiciled,  the first generation is defined as those over 16 who were born overseas and the second generation
 as those who were born in the UK or came to live here between the ages of 6-16 years (sometimes referred to as the 1.5 generation).  There are more second generation Indians compared to Chinese in the UK: almost 1 in 2 Indians but 1 in 3 Chinese are born in the UK.   
Non-White ethnic groups are considerably more likely to live in England than the other countries of the UK.  In 2001 they made up 9% of the total population in England compared to only 2% in both Scotland and Wales and less than 1 per cent in Northern Ireland.
Four in ten Indians live in London, but there are also substantial populations in the West Midlands (17%) and East Midlands (12%).The Chinese are more evenly spread out across Great Britain, with about a third living in London, 14% in the South East and 11% in the North West
    

 The pattern of Indian and Chinese settlement in the UK reflects both primary and secondary migration, as well as independent and associational migration patterns.  Indians and Chinese migrated to the UK in substantial numbers from around the 1950s. In the late 1960s and 1970s, a substantial number of Indians migrated from former British colonies in East Africa to UK (Owen 2003). They are usually referred as ‘African Asian’ of which over 9 in 10 are Indian
.  The UK census category of Indian includes those who have come directly from India, via Africa, or born in the UK.  The Chinese comprise those who have come directly from Hong Kong around the 1950s and also in the 1990s before its ‘handover’ to China. They were also refugees from Vietnam in the 1970s
 . Chinese from mainland China came to UK from around the late 1980s. Chinese have also come from Taiwan, Malaysia and Singapore. Most early primary migrants from India and Hong Kong were usually poorly educated but many secondary migrants from Africa and primary migrants from mainland China were usually better educated.  Apart from UK domiciled Indians and Chinese in the UK, there are large numbers of overseas Indians and Chinese students.  In 2005/06 there were about 51,000 students from China and 19,000 from India studying in the UK at undergraduate and postgraduate levels. In the last few years a small number of Indian and Chinese have come from overseas to set up businesses in the UK or to take up paid employment. The focus of this paper is on UK domiciled Indian and Chinese, and where other members of these ethnic groups are mentioned, they are referred to as overseas Indian and Chinese.

Section 2: Data Sources

The data for this paper is drawn from two major sources: national quantitative data on self employment and entrepreneurship among ethnic minorities, and qualitative research among student and graduate Indians and Chinese engaged in entrepreneurial activity. Various national surveys are undertaken by central government on a regular basis. National government surveys have faced various challenges in researching ethnicity.  As would be expected with general surveys of businesses, households and individuals using probability sampling methodologies and overall samples of under 10,000, large enough samples of even the main ethnic groups are not obtained to enable robust analysis of different ethnic groups.  Consequently the strategy of using ethnic minority boosts to the main surveys has been adopted. However, because this is expensive, they have so far been one –off.  The Annual Small Business Survey (ASBS) had an ethnic minority boost in 2003 and included samples of Indians and Chinese. The Global Entrepreneurship Monitor (GEM) in 2006 had an ethnic minority boost.

There are a number of issues that have arisen with this methodology such as finding a suitable sampling frame, cost-effective choice of ethnic groups, and defining an ‘ethnic minority business’ (Mascarenhas-Keyes 2006). Furthermore, these surveys are cross-sectional and only provide a snap shot at a given time.  While these can generate some times series data, it has been suggested that longitudinal surveys would yield more robust and reliable data (Li 2006).  

As this paper looks at first and second generations there is an issue about  obtaining reliable quantitative data on each generation.  The ASBS ethnic minority boost which is referred to frequently in this paper comprises businesses of first and second generation ethnic minorities.  However, the sample size for Indian and Chinese businesses is too small to enable a robust and comparative analysis of second generation businesses.  This survey did not ask about the qualifications levels of the respondents so no quantitative data is available to enable a comparative analysis of businesses run by graduate and non-graduates.  The ASBS 2005 did ask for qualification level but the survey did not have an ethnic minority boost and hence only has a small sample of Indian and Chinese businesses and thus no quantitative analysis is possible of graduate and non graduate Indian and Chinese businesses.    A survey of the Asian self employment in 1995 (Metcalf et al. 1997) does contain some analysis by generation but the sample does not include the Chinese.  A range of statistics on university students, alumni and staff do not always have data on ethnicity and nationality. For instance, records kept on students attending extra-curricula enterprise education activities do not distinguish between British born Chinese/Indian and overseas Chinese/India. Academic staff and even student peers are not always aware of nationality status of individuals. 

To overcome the lack of quantitative data specifically on Indians and Chinese by generation and education, this paper draws on current qualitative research being undertaken of Indian and Chinese student and graduate nascent and established entrepreneurs and have involved interviews with students, graduates, parents, staff in universities and various agencies. The sample is drawn from different parts of England and as there is no sampling frame they have been randomly selected for semi-structured interviews by snowballing techniques. The material gained from these interviews is illustrative of broad themes and issues.  

Section 3: Self employment and entrepreneurship among Indians and Chinese

Self employment among all generation of Indians and Chinese compared to White British

A greater proportion of   Indian and Chinese males as well as females are self-employed compared to White British:   Self-employment is highest among the Chinese: among males, it is one and a half times (23%) that of White British males (14%) and higher than Indian males (17%). Among females, it is almost two and a half times (12%) that of White British females (5%) and higher than Indian females (7%).  A greater proportion of Indian and Chinese are self employed with employees compared to White British (Li 2006). 

Among businesses with employees, more Chinese (96%) and Indian (87%) compared to White British (82%) are micro businesses (0-9 employees).  On the other hand, a higher proportion of White British businesses (15%) compared to Indian (11%) and Chinese (4%) have 10-49 employees. While Chinese businesses are more likely than Indian businesses to be micros,  Indian businesses are almost 3 times more likely (11%) than Chinese businesses (4%) to have 10-49 employees, and twice as likely (1.5%) than Chinese business (0.6%) to have 50-250 employees
. 

Another indicator of size of business is financial turnover. Only half of Indian and Chinese businesses compared to a third of White businesses disclosed their turnover so we only have a partial picture.  This picture reveals that ethnic minority businesses as a whole (12%) and Indian (10%) and Chinese (11%) businesses are more likely than White British businesses (7%) to have turnovers of under £56k.  Chinese businesses (33%) are twice as likely as Indian businesses (15%) and more likely than White British businesses (19%) to have a turnover of £56 – 250k, but Indian businesses (20%) are ten times more likely than Chinese businesses (2%) but less than White British businesses (30%) to have a turnover of £259k - £1.5m.

The comparatively greater proportion of larger businesses and higher turn over among Indians and White British businesses may be related to the age of the business and the sector.  Chinese businesses (31%) are more than twice as likely as Indian businesses (13%) and White British businesses (14%) to have been trading for three years or less.  Two fifths of Chinese businesses compared to a half of Indian and two thirds of White British businesses have been trading for more than 10 years
.  If we look at 

industrial sector 
of business, in 2003 almost all Chinese business were in the service sector, mainly restaurants and retail, compared to Indian (86%) and White British (70%). On the other hand, 17% of White British and 10% of Indian businesses were in the production sector, and 11% of White British and 4% Indian were in the construction sector.  While 3% of White British businesses were in the primary sector, there were no Indian or Chinese businesses in this sector
. 

Not only are Chinese more likely to have younger businesses, but they are more engaged in early stage entrepreneurial activity.  The Total Early Stage Entrepreneurial Activity index (TEA) identifies the proportion of adults of working age who are either setting up or have been running a business for less than 42 months. By this measure the Chinese (7%) are more likely than White British (5%) and Indians (5%) to be entrepreneurial (GEM 2006)
.  Moreover, as noted in GEM a greater proportion of Chinese (9%) and a similar proportion of White British, compared to Indians (6%) expect to start a business in the next three years (GEM 2006)
. However, compared to White British (48%) and Indians (46%), Chinese (41%) are least likely to think that they have the skills to start a business and also most likely (43% compared to 36% White British and 34% Indians) to be deterred from starting a business because of a fear of failure. (GEM 2006).  

Having looked at some features of Indian and Chinese businesses, I now briefly explore the pattern of self employment across the first and second generation. 

Comparison of self-employment among Indian and Chinese across first and second generation

Table 1: Inter-generation comparison Indian and Chinese by gender %

	Generation
	
	SE with employees


	SE no employees
	Total self employed

	First generation
	Men

	
	Indian
	11
	9
	20

	
	Chinese
	18
	8
	26

	Second 

Generation
	Indian
	5
	6
	11

	
	Chinese
	7
	5
	12

	First generation
	Women

	
	Indian
	4
	4
	8

	
	Chinese
	8
	5
	13

	Second generation
	Indian
	2
	2
	4

	
	Chinese
	4
	3
	7


Source:  Li 2007 personal communication

From the above table we can see that for both generations, for both Indian and Chinese, women are less likely to be in self employment than men. For both Indian and Chinese, there has been a decline in self employment among the second generation among both Indians and Chinese, and for men as well as women.   The decline is most evident among the self employed with employees.  Comparing Indian and Chinese, in each generation for both men and women, Chinese have an overall higher self employment rate than Indians and this is particularly the case among the self employed with employees. However, if we look at the magnitude of decline from first to second generation, the decline has been greater among the Chinese than the Indian second generation. 

The above analysis however does not control for age. As has been found in the general population, many people start a business after a period of employment, even those under 30 years old (Botham 2004).  Thus, it is possible that the decline in self employment among the second generation may be a temporary phase as future self employment may be preceded by a period of employment. Furthermore, as the second generation get older their profile may change.    

The second generation is better educated than the first generation, and as there is a link between education and self-employment the next section explores this.

Self-employment and education

The Global Entrepreneurship Monitor
 shows for the UK total entrepreneurial activity (TEA) increases with qualifications.  Thus while the TEA for those without formal qualifications or GCSE/O level/CSE is 4%, it rises to 7% for those with a bachelors degree, 9% for those with a masters degree, and 10% for those with a doctorate (GEM 2006). The higher level of entrepreneurship among those with postgraduate qualifications is also endorsed by the first destination study of the 2005 graduating cohort
.  

As we shall see in section 4, a higher proportion of Indians and Chinese have degrees.  Furthermore, they are also more likely to participate in postgraduate study.  Chinese (27%)  and Indian (23%)   are more likely than Whites (17%) to go on to further study or training after they have completed their full time degree (Connor 2005: 89).  Thus they are more likely to have postgraduate qualifications which may increase their likelihood of engaging in graduate entrepreneurship.

Inter-generational data on Indians and Chinese who are self-employed shows that a substantial proportion in both generations has degrees.

Table 2: Proportion of self-employed Indian and Chinese in first 

and second generation who have degrees

	
	Indian
	Chinese

	
	Male

%
	Female

%
	Male

%
	Female

%

	First generation
	39
	36
	24
	21

	Second generation
	40
	44
	47
	24


Source: The 2001 3% SAR (Samples of Anonymised Records from the 2001 Census).  Men aged 20-64 and women aged 20-59
Li, Y. 2007 personal communication

The above table shows that among those who are self-employed in each generation, for both Indian and Chinese, a greater proportion in the second generation have degrees compared to the first generation.  While in the first generation a greater proportion of Indian males have a degree, in the second generation a greater proportion of Chinese males have a degree.  A higher proportion of self employed Indian females compared to Chinese females in both generations have a degree.

Although a substantial proportion of the self employed in both generations have degrees, there is a question about the quality of the businesses that they run.  For instance, a survey of South Asians self employed in 1995, the vast majority of whom were first generation, indicated that 15% of Indian and 28% of African Asians had a degree (Metcalf et al 1997).  Yet, a very small proportion of Indians (3% of African Asians and 0% Indian) had a professional business, (e.g. dentist, accountant) (Metcalf op cit) for which a degree is a prerequisite.  The overwhelming majority of businesses were largely in retail (grocery/off licence, newsagents, clothes retailer), restaurants, artisan-based services (e.g. carpentry, car repair, building), clothing manufacture, for which a degree level qualification is not a prerequisite.

The engagement in necessity entrepreneurship among South Asians of the first and second generation is endorsed by data from other surveys.  The ASBS  ethnic minority boost which covered first and second generation ethnic minorities found that a higher proportion of ethnic minority business
 compared to White British cited difficulties in finding either the right job (7% compared to 2%) or any job (9% compared to 7%) as a reason for going into business
.  This finding is also endorsed by the Household Survey of Entrepreneurship which covers first and second generation. It found that a greater proportion of Asian
  than White British became entrepreneurs because they wanted to get away from discrimination that occurred at their previous place of employment, the inability to find regular suitable paid employment and being out of work.
    

Current evidence shows that ethnic minority businesses are diversifying into a broader range of sectors. This suggests that the ‘myth’ of ethnic minority enterprises being over-represented in the retail sector is no longer true, with 16 percent of ethnic minority businesses involved in the retail sector compared to 24 percent for the general business stock (Barclays Bank 2005).  There are significant increases in the proportion of ethnic minority businesses that are operating in the finance, property and catering sectors, IT and the creative industries (NEP 2005, Smallbone et al. 2005, Pollard et al. 2004) as well as running pharmacies, medical, legal and accountancy practices.  This diversification is fuelled by the rise in UK educational qualifications among Indians and Chinese which I shall now turn to 

Section 4: Educational attainment among Indians and Chinese

There are differences in the educational attainment of first and second generation ethnic minorities. The second generation (aged 25-44 year olds) who would have had all or the most part of their schooling in the UK, is much more qualified that the first generation: those with no or below O level qualifications have been halved, those with O level or equivalent qualification have nearly doubled and those with higher qualifications have grown by more than 50 percent (Modood1997).   There are graduates in both generations.

Among both male and female, Indian (including African Asians) and Chinese there is a higher proportion in the second generation with degree qualifications obtained in the UK (Modood op cit).  The second generation  have obtained these qualifications in UK, while among the first generation it is likely that many obtained their qualifications overseas particularly for those who migrated after the age of 20 years
.  

The increase in qualification levels among the younger population (that is those aged below 25 years) which comprises second generation and also some third generation is likely to be sustained or even increased. In 2004  examinations undertaken at the school leaving age of 16, Chinese pupils were the most likely to achieve five or more GCSE grades A*-C in England: 79% of Chinese girls and 70%  of Chinese boys. Indian pupils had the next highest achievement levels: 72 per cent of Indian girls and 62 per cent of Indian boys.
  In 2000, 9 in 10 Indian and Chinese
aged 16 were in full time education compared to 7 in 10 Whites
.  The retention in education continues among 18-24 year olds:  Chinese male (46%) and female (47%) and Indian male (38%) and female (33%) stay on in tertiary education compared to Whites (15% male and 15% female). While there is equivalence between Chinese male and female staying on rates, and White males and females, among Indians, slightly fewer females compared to males stay on
.   As noted earlier, ethnic minorities including Indian and Chinese are proportionately more likely than White British to go on to postgraduate study (Connor et al. 2005) 

Ethnic minority students are concentrated in a specific range of subjects. At undergraduate level, considerably higher representations of ethnic minority students at university are in medicine/dentistry, computer science and law (over 30 percent in each, double the average) (Connor et al. 2005).   Other subjects which have high concentrations of ethnic minorities are business studies, engineering, & technology and mathematical sciences (Connor et al. 2005).  Based on figures from 2002-3, 7.8% of the Chinese population and 5.1% of Indian population compared to 3%  of the White population hold degrees in SET-related subjects (Jones & Elias 2005)  This picture of undergraduate participation in SET-related subjects among Indian and Chinese is broadly the same at Masters Level (Jones & Elias op cit).  At doctorate level only the Chinese population are over-represented (Jones & Elias op cit).
  Research funding data suggests that non-White British ethnic minorities are biased towards engineering and technology and away from pure science.  The Chinese are particularly successful in winning research funding in all areas, but particularly in engineering and technology (Jones & Elias 2005).  Chinese people are seven times more prevalent among SET academic staff than would be expected based on the working population data. In contrast all other ethnic minority groups are under-represented (Jones & Elias 2005).

The high level of attainment is not restricted to middle class Indian and Chinese.  For instance, compared to White British, a comparatively higher proportion come from lower socio-economic groups (Connor et al 2004).   While 25% of accepted applicants from England to full time degree courses in 2002 were Whites from lower socio-economic groups, it is 40% for all ethnic minorities, with 44% for Indian  and 37% for Chinese (Connor et al 2003).   

The high level of   participation in higher education reflects the fact that educational attainment is held in very high regard among Indians and Chinese, irrespective of socio economic position.  A large number of Indian and Chinese children secure places at the small number of state schools which select children on the basis of academic attainment.  They attend fee paying schools too (Connor et al. 2005).  Many parents will work very hard and make sacrifices to give their children the best educational chances possible.

This is illustrated in the example of Suresh and Bindi both of whom came from India as adults and only had a primary education. They ran a small grocery shop but sent their child to fee paying schools to “give them the best educational opportunities” and feel this has been rewarded as the children both obtained degrees and are now in professional employment.  Mary and Lee from Hong Kong, who run a small Chinese restaurant and have no qualifications, encouraged their children to obtain degrees, supplementing their local comprehensive state education with private tuition to ensure entrance to reputable universities.  

Students in universities may engage in some entrepreneurial activity.  Sometimes this is an integral part of the course they are studying but it might also be extracurricular as part of the panoply of income generating activities students engage in to help subsidise their studies.  These can sometimes be detrimental to their studies and may even lead them to think of dropping out.  Kumar, whose parents are Indian, one originating from India, the other African Asian, was studying for a degree in computer science and simultaneously running a successful part time business which he had started at 17 years and further developed during his gap year. Interviewed shortly after he graduated at the age of 21, he said that at several times during his studies, he wanted to give up as his business was doing well.  However, his parents kept up a relentless pressure on him to complete his studies, even though he lived several miles away from home.  His parents told him “… after you get your degree you can do what you want”.  The degree was seen as an insurance against the risk of self employment and provided flexibility to take up different labour market options.

Section 5: The choice of self employment among UK educated graduates

Given the high proportion of entrepreneurs in the first generation, many second generation graduates have parents with a business.  Research on the general population has shown that graduates whose parents are self employed are more likely to enter self-employment themselves (Tackey & Perryman; Graduate market trends 2007).  The possession of a UK qualification, fluency in English and familiarly of living in the UK gives the second generation graduates a greater range of choices in the labour market compared to the first generation (Metcalf et al. 1997, Virdee 2006).  They can choose between paid white collar and professional employment and self employment as exclusive, simultaneous and consecutive career choices during their employment trajectory. There are at least five choices open to UK qualified graduates from the second generation.

First, they can decide to take up salaried employment. Of the second generation, in 2001, 80% of Indian male and the same proportion of female with a degree took up paid employment. Among the Chinese, fewer males (77%) than females (85%) with a degree took up paid employment (Li 2007)

Second graduates may decide to take up self employment immediately after graduation by starting their own business, taking over an existing one or joining the family business. About 75% of Chinese businesses and 65% of Indian businesses are family owned. 80% of Chinese businesses are controlled by the first generation, 19% by the first and second or second generation, and 1.3% by the second and third generation, or the third generation.  Among Indian businesses, 74% were controlled by the first generation, 25% by the first and second generation or second generation, and less than 1% by second and third or third generation.
  

This data from the ASBS ethnic minority boost survey cannot tell us whether these second generation have a degree.  But some of those who join the family business do and they may introduce innovations informed by their higher education.   Graduates trained in computer-aided design, for instance, may use various forms of technology to design clothes sold through their parents’ shop.  Others may extend the commercialisation activities of the family business. An Indian student of pharmacy planned to use his parent’s wholesale business to distribute new range of products such as pharmaceutical products.  While the family business may offer some opportunities for entrepreneurship, others may not.  Parents who have grocery shops, newsagents, take-aways are justifiably reluctant to have their graduate children “waste their education” and work in the family business.  Instead, they encourage them to take up salaried employment.   On the other hand, parents with professional businesses may wish their children to join the family business and take over when they retire.  This was the intention of Sanjeeve who had a chemistry-based business. He would like his only child, an 18 year old daughter, to eventually take over his business when he retires but she has shown no interest as yet in this and instead is entering university to study medicine.

 Even if graduates want to set up a professional business, first generation business parents may not want them to go down this route especially if there is the option of taking up paid employment. Satinder, a pharmacy graduate who is also doing a doctorate part time, has set up his own business with his wife which promotes well being through using a combination western and eastern approaches.  His parents, who have a newsagents shop, were not keen on him owning a business as they think he should take advantage of the multiple opportunities to get a secure, well paid salaried job as a pharmacist.  However, he was determined to turn his innovative approach into a business rather than take up a conservative job in a chemist shop. 

A third option is to simultaneously take up paid employment and self employment.  Tony, whose first generation Chinese parents run a take-away works full time for a multi-national retailer while simultaneously running his small retail business part-time.  His parents, however, are trying to encourage him to retain his salaried job rather than turn his part-time business into a full time one which he plans to do. However, he is determined to have a full time business.  He says “entrepreneurship is in my blood” as he spent his time during childhood, adolescence and university vacations helping with the family business.

A fourth option is to switch serially between paid employment and self employment.  Yaojun, a 40 year old Chinese with a doctorate in engineering from an elite institution, has combined consecutive periods of paid employment with self employment, selling his engineering business after a few years at a lucrative price after being headhunted fir a senior paid post.  He is planning to start another business when his current contract terminates. Rosie, a 50 year old Chinese originally from Malaysia with UK postgraduate qualifications, has run two businesses and held paid posts, some overseas, in educational and media services.
A fifth option is leave paid employment, often providing lucrative salaries and work conditions, and permanently switch to self employment. Sita, an Indian woman in her late 30s,   had worked for a number of years after graduation in large retailers.  She left her job with a six figure salary because she wanted to “become her own boss and do something challenging”.  She has remained in the same retail sector as her parents who had a small shop which sold cheap clothes but has moved into designer wear and runs an international business with offices in UK and India. She spent a lot of time in her childhood and adolescence helping in the shop which provided tacit business training and experience. 
Secondary and higher education can provide a range of specific and wider benefits.   Although there is no quantitative data available, young second generation students and graduates may have benefited from enterprise education which have recently been introduced more widely in schools, colleges and universities through government initiatives (Mascarenhas-Keyes 2006, Hannon..2005, Botham & Jones 2007). Research on the total population 18-44 year old age group shows that for both men and women, if they have undertaken any type of training at school, college or university, it tends to approximately double the likelihood that they will be expecting to start a business and increases the likelihood that they will be TEA active.   Voluntary training appears to be more effective than compulsory training (GEM 2006). Sachin, an Indian doctoral student said that voluntary participation in enterprise events at university inspired his entrepreneurial ambitions.  

 The subject matter of the degree can provide the basis for a business or provide other routes to commercialisation.  Graduates in subjects such as law, accountancy, medicine, IT, mathematics and creative industries have been able to set up businesses which make specific use of their discipline based knowledge. Research students and post-doctoral researchers who have been innovative in the development of new products and processes can pursue various commercialisation routes through patenting, licensing and spin-off companies. These contribute to the knowledge transfer and entrepreneurial activities that universities are increasingly encouraged to pursue and which are regularly monitored (Lambert 2003, HEFCE surveys, Agrawal 2001).  

Sometimes the nugget of a business idea may be contained in an undergraduate or master’s project or dissertation.  One university which had an incubation unit for graduate students said many were developing businesses based on ideas which originated with their university studies. 

Even those graduates who do not set up businesses relevant to their subject as they have taken subjects such as Politics or English, have found their university education useful.  The degree serves as a passport into the professional business world.  Furthermore, degree training provides a range of transferable skills. Jay an Indian mathematics graduate who set up an IT business said the degree provide him high higher level cognitive skills and the confidence to relate to graduates from a multi-disciplinary background which came in particularly  useful when employing staff with specialist expertise. Kumar feels that he is able to recognise other “bright, creative people who will challenge what I tell them because this is what university has trained them to do, and they come up with innovatory solutions to business problems”.  Graduates who have both specific knowledge and generic skills are in the most advantageous position.

Participation in educational activities not only provides knowledge and skills but also provides a wide range of networks which can aid business development and growth which I shall now turn to.

Section 6:  Social networks

The concept of social capital has been subject to much debate and discussion.  For this section of the paper I shall use three aspects of social capital: bonding (networks within the community), bridging (networks between communities) and linking (networks to people in power and influence).  Studies of ethnic minorities, including Asians, have demonstrated the value of networks to entrepreneurship in local, national and international contexts (Janjuha-Jivraj S 2003,  Hayer & Ibeh 2006, Saxenian 1999, 2006, Rindoks et al. 2006). 

First generation Indian and Chinese petty bourgeoisie (Srinivasan1995) have extensive bonding capital but more limited bridging and linking capital.  Lack of English language fluency and familiarity with a cross-section of British society are some factors which account for less bridging and linking social capital.  On the other hand, second generation Indian and Chinese students and graduates have a wider repertoire of networks.  High level English language fluency skills as well as participation from a young age in schools, colleges and universities in the UK with White British and people from other ethnic origins has meant that they have grown up and been educated in multi-cultural environments.  

While there is individual variation in the range and depth of their networks, nevertheless, on the whole, in addition to bonding social capital, these graduates also have substantial bridging and linking social capital. Contacts made at university are often sustained through friendship and membership of professional associations, as well as alumni networks, social and other events, providing access over the life course to contacts who have been developing their professional careers not only in UK but in the global labour market. These wide ranging contacts can open doors to facilitate access to finance, business support, new business opportunities in the UK and overseas, to name a few benefits.  Those second generation graduates who do not use bonding social capital to set up the business or provide staff as is common among first generation entrepreneurs, may nevertheless call on it for other forms of support.  Thus when Alcar - an  Indian accountancy graduate who has relocated from UK to India where she has set up a business -  wanted to set up a branch of the business in the UK she cut down on accommodation costs by living with her UK based parents and relatives who also provided reliable and culturally sensitive childcare for her two young children while she attended business meetings.

Bonding, bridging and linking capital can be used by second generation graduate entrepreneurs to provide business support and access to finance for their business. While Indians and Chinese have less difficulty accessing finance in the UK compared to other Asians and Black people (Ram et al. 2002; Fraser 2007; Hussain & Scott 2007), some graduates wish to remain independent and not use the financial resources of family and friends. Some businesses are born global by adventurous graduates.  Raj and Jay, two British Indian graduates from an elite UK university, set up an e-commerce business soon after graduation in Silcon Valley, California and used their alumni and professional networks in the USA to access finance.

The wide range of contacts also mean that second generation entrepreneurs have greater flexibility in the choice of business partners and employees.

Among the first generation, business partners were drawn from the same community, often family and friends (Watson 1977; Ram & Jones 1998).  However, among students and graduates, their partners can be drawn not only from their own community but from a much wider pool that reflect their wider repertoire of networks. Of course, some Indian and Chinese graduate entrepreneurs do have partners from the same community.  For instance, Jay and Raj are cousins, grew up in the same neighbourhood in England and attended the same university.  They were business partners while at university and continued this after graduation to set up a new business. Sunil, a chartered accountant set up a business with his Indian wife, also a chartered accountant. Some businesses have involved collaboration with those from other ethnic minority groups.  Tony, a Chinese graduate, set up his business with his British Iraqi friend Omar whom he had known since his school days when they were class mates.   Cad, an Indian student and James, a Black South African overseas student have worked together on a range of entrepreneurial activities as undergraduates and intend to continue the collaboration after graduation in plans to establish international businesses.  Sachin, a postgraduate Indian student in the process of setting up his own business has formed a partnership with two other students: an Indian male and a Chinese female.  He got to know his two partners as they worked closely on the committee of a university student enterprise club.  He said: I know the calibre of these two people: they are bright, very hard working, trustworthy, reliable, and ambitious and have great personalities.   He had been impressed by their attributes when they served under his presidency of the student committee.

Among nascent student entrepreneurs, different factors may come into play.  Some undergraduate and postgraduate courses which include entrepreneurship in their programmes (Botham & Mason 2007) require students to work in groups to develop a business plan.  Some of these business plans have been extremely well developed to the extent that they have won local, national and international business competitions.  Two examples are provided here.  An award winning undergraduate engineering team comprised a UK domiciled Indian male, an overseas Indian male, a White British male and a White British female, all students on the same degree programme.  A prototype of their product gadget has been developed, a UK market has been identified, and the potential for obtaining and assembling the technology components from overseas are being explored. The second group of postgraduate students on a Bioscience and Enterprise degree are seeking UK domiciled partners among their peers at university to augment the original team which comprised four overseas students: an overseas male Indian post-doctoral student from Thailand with several years of research experience (who has the IP which has passed the proof of concept stage), an overseas male Indian doctor from South Africa, an overseas female Indian engineer from USA and a Polish male. One possibility being explored is the setting up of the business in the UK.  However, as immigration regulations restrict residence in the UK for the overseas students, the group’s long term presence in the UK cannot be sustained. Hence it is essential for them to recruit UK domiciled people who can facilitate the setting up of the business.  

University enterprise teams can be set up in two ways. With the first team, the students were asked to form teams on a voluntary basis from within their cohort.  Various factors affected team formation including interest in the business idea, compatibility of personalities and complementarily of skills.  With the second team, the course tutor allocated students to the team.  Both mechanisms provide opportunities for Indian and Chinese students to begin the process of collaboration across ethnic boundaries while still at university. Successful performance in business competitions provides contacts with potential mentors, venture capitalists and business angels and other people with power and influence who serve as sponsors and judges on selection panels.

When selecting staff for their business, for second generation graduate Indian and Chinese entrepreneurs, professional expertise is a key factor.  However, ethnicity can play a role as it does for the first generation.  We saw earlier that Indian and Chinese businesses usually have employees but for the first and second generation running restaurants, shops, repairs services etc. these are usually co-ethnics including family members who need “common sense”, in some cases low level craft skills, and some English language fluency.  However, graduate Indian and Chinese entrepreneurs with knowledge-based businesses, specifically select graduate co-ethnics only if their linguistic and cultural skills are relevant to the business.  James, who came from mainland China to UK at the age of four, now has an international IT business with branches in both England and China.  As his business services both an English speaking and Mandarin speaking clientele and there is frequent contact between staff in both sites, he has employed bilingual Chinese graduates.  Sometimes it is entirely co-incidental that co-ethnics are employed. For instance, two brothers who graduated in the same degree are setting up an IT business in UK and India, and while one will be based in UK the other will run the India office and will employ a cousin who has graduated in India in the same field.

Networks of students, alumni and scholars from different universities and different countries can all facilitate the development of national and international research collaborations that can lead to different routes to commercialise knowledge. For instance, a software engineering research group led by a UK domiciled Chinese professor originally from mainland China includes scholars from different universities in the UK, some of whom are UK domiciled Chinese and others overseas Chinese working in UK universities. Some research projects have also involved collaboration with researchers in China, facilitated by the contacts of UK domiciled Chinese academics and their knowledge of “how things work in China”.   Commercial routes being considered are patenting, licensing and national and international spin out companies.

Conclusion

There is a high rate of self employment among Indians and Chinese domiciled in the UK.   However, it appears to be declining among the second generation but as the data does not control for age it is not possible to say whether this is a temporary phenomenon.  There are a substantial proportion of graduates among the first and second generation but the proportion is higher among the second generation, both males and females.  Furthermore, for those in the second generation, their degrees are obtained in the UK.  As their market value is higher than the overseas qualifications obtained by the first generation and the second generation have greater English language fluency, wider choice of labour market options are available to them during the life course.  Self employment is one option which can be followed exclusively, consecutively or simultaneously with paid employment.  There are also wider choices available to those who enter self-employment: join the business of first generation parents, set up a business which makes use of their degree specialisation or set up a business which draws on generic graduate level skills.  Businesses set up, as well as different routes to the commercialisation of intellectual property,  are facilitated by the wider repertoire of social networks of the second generation.
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� Small and Medium sized businesses (SMEs) are defined as those which have 0-250 employees


� Office of National Statistics 2006  Focus on Ethnicity and Identity: Education.  Data for 2004


� All names of interviewees have been changed to protect there anonymity. Many Chinese have replaced their first name with English names as many non-Chinese find Chinese names difficult to pronounce.  While Indian names are used for Indian informants, English names are used for Chinese informants


� The scope of this paper is UK but some secondary data used for analysis relates to England & Wales, or Great Britain or UK depending on how samples have been constructed and analysed. 


� Department for Business, Enterprise and Regulatory Reform  Statistics team 


� Annual Survey of  Small Businesses 2005 


� Ethnic m minority businesses are defined as those in which 50% or more of the owners, managers or directors are from an ethnic minority background.  The same principle applies in the definition of Indian and Chinese businesses.


� Department for Business, Enterprise and Regulatory Reform Statistics Team estimates.  This is an updated figure from the one provided in Mascarenhas-Keyes 2006  In Scotland, it is estimated that there are likely to be over 4,500 Minority Ethnic Businesses contributing an estimated £500 million to £700 million towards Scotland’s GDP (Deakins et al. 2005).  GVA=Gross Value Added





� Estimates derived from the Annual Small business Survey Ethnic boost 2003 and calculated by the statistics team at the department for Business, Enterprise and Regulatory Reform 


� Barclays Bank 2005


� Barclay Bank use the term ‘Black and Minority Ethnic’ as do a number of other studies cited in this paper. I prefer to use the term ‘ethnic minority’ except where evidence is being cited from studies with use other terms. 








� Some Indians and Chinese are third generation but numbers are small


� Office of National Statistics: Focus on Ethnicity & Identity 2005


� Commission for Racial Equality Fact File 2 2007 Ethnic Minorities in Great Britain.  





� Modood,  1997 


� Commission for racial Equality  1983 Vietnamese Refugees in Britain


� ibid  


� Ethnic minority businesses in England: Report of the Annual Small Business survey 2003 Ethnic Boost 2006


� Primary sector (agriculture, hunting, forestry, fishing; production (mining and quarrying, manufacturing, electricity, gas and water supply; Construction; services (include retail, hotels and restaurants, transport and communication, financial services, business services, education, health and social work





� ASBS ethnic boost


� GEM 2006  


� GEM 2006 


� Harding, R. 2006  GEM UK 2006  London: London Business School	 


� Higher Education Careers Services Unit 2007 Graduate Market Trends   


� Includes Indian and Chinese businesses – no separate analysis for Indian and Chinese possible due to small sample size


� �  Ethnic minority businesses in England: Report of the Annual Small Business survey 2003 Ethnic Boost 2006  no separate analysis available for Indian and Chinese business because of small sample size





� Asian includes Indian and Chinese – no separate analysis available for these two groups


� Household Survey of Entrepreneurship 2005 


� This applies even in the case of those who hold British qualifications as British educational provision was available in India, Africa and Hong Kong (Modood 1997.





� ONS Focus on Ethnicity and Identity: Education





�  Youth cohort study, taken from National Statistics and DfEE (2001) and cited in ‘Ethnic Minorities’ Economic Performance’, Performance and Innovation Unit, UK Cabinet office 2001) 


In the analysis of the Youth Cohort study from which the evidence is drawn, the Indian category includes African Asians, and the Chinese includes Other Asian but not Pakistani and Bangladeshi.  


� Youth cohort study, taken from National Statistics and DfEE (2001) and cited in ‘Ethnic Minorities’ Economic Performance’, Performance and Innovation Unit, UK Cabinet office 2001) 





� Taken from Leslie, D & Drinkwater, S. (1999) and cited in Ethnic Minorities Economic Performance, Performance and Innovation Unit, UK Cabinet Office (2001)


� Jones, P. & Elias, P.  2005  Science, Engineering and Technology and the UK’s Ethnic Minority Population  A report for the Royal Society


� Based  on 2001-2 figures


� Li, Y. 2007  personal communication


� Ethnic minority businesses in England: Report of the Annual Small Business survey 2003 Ethnic Boost 2006
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