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Abstract

Objectives: This paper aims at opening the discussion on the need to measure the financial capability of non-traditional minority ethnic business owners in Scotland, with a view to enhance the provision of business support through a targeted “needs based” approach that offers a better understanding of the viability of their enterprises and the most efficient use of available funds to meet their objectives.
Prior Work: Minority ethnic businesses are a fundamental component of the Scottish economy (Deakins et al, 2005). Ethnic retail and service enterprises provide an essential contribution to employment and economic growth opportunities (SCSS, 2006). They also play a fundamental role in the integration and inclusion of new migrant groups (Barrett et al, 2001). The Scottish Executive has launched business support programs that include targeted funding and loan guarantees to help small businesses Scottish Economic Report, 2006). MEB owners do not tend to use these funds (Deakins et al, 2005), and one of the possible reasons for self-exclusion is gaps in the business owner’s financial capability (Carbo, 2005). 
Financial capability is a relative concept that has been researched by the FSA at a consumer level and for the whole of the UK (FSA, 2006). This paper calls for further research and debate on how the financial capability of MEB owners impacts their financial inclusion.

Approach:

A literature review will identify current research on financial capability focusing on definitions and measurement, methodologies, questionnaires, and findings. The review will also help to develop a framework for a model of business owner financial capability that will be tested in current research being conducted on Latin American business owners in Scotland.

Results: The results of this discussion will provide a starting point in the development of mechanisms to efficiently deliver financial support to minority ethnic businesses, and the paper aims to encourage contributions and participation to build an understanding of financial capability in the context of minority ethnic businesses.
Implications: This discussion has profound implications to the provision of business support and economic growth in Scotland: it entails structuring knowledge based dialogues between consultants and the beneficiaries of sponsored backing that permit efficient decision making both parts.

Value: The value of this paper is primarily encourage the discussion and further research on the financial capability of minority ethnic business owners in Scotland, although the debate may be as far reaching as to include “non-ethnic” family businesses in the United Kingdom.
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INTRODUCTION

The information on minority ethnic businesses in Scotland is limited.  Other than a few reports that focus on traditionally “ethnic” sectors, not until the 2005 Scottish Executive’s report entitled “Minority Ethnic Enterprise in Scotland: a National Scoping Study” was there a systematic research on minority ethnic businesses and their owners in Scotland.  The report produced information on issues and implications for policy makers in the Scottish Executive and other agencies to assist them in the design and implementation of measures to promote inclusion and diversity in the business sector in Scotland (Deakins et al, 2005).  

The findings of this research confirmed the preference for personal and informal sources of community finance previously identified by other studies (BBA, 2002).  Previous research provides us with information on the financial decisions of ethnic businesses for start-up and growth but these have not included a survey on their capabilities.  In addition, like most of the research in this field in the UK, the data used for analysis on self-employment and small employers by ethnicity was the 2001 Census, resulting in a study narrowly focused on the largest minority ethnic groups (Scottish Executive, 2004). 

The spotlight on “traditional” ethnic groups is the logical product of visible communities that have been established and studied for many years.  There is however a growing recognition of changes in the ethnic make-up of the UK and the problems of excluding new migrant communities from ethnic minority research and official statistics that may result in leaving these groups vulnerable to marginalisation.  One of these new migrant groups is the Latin American community which has been establishing itself in the UK and Scotland in the past ten years.  This community like other minorities in the UK not included in all encompassing studies, may be facing settlement and financial inclusion obstacles that remain largely ignored. 

The importance of understanding this and other new migrant communities in the UK stems from the changes in the characteristics of the migrants coming to Europe in the past ten years.  Latin America has effectively become a continent of emigrants. (Gomez Q., 2005), with more than 20 million leaving their countries of origin in the past twenty years.  In the UK the annual number of arrivals from Latin American countries who were granted permanent settlement has grown from 770 in 1991 to 2,910 in 2005 (Home Office, 2005).  The census had 76,412 people born in South America now living in the UK, up 121% from 1991 (BBC News, 2005).  The Home Office also reports a substantial proportional increase in the annual number of migrants from Latin American countries granted permanent settlement in the UK (Home Office, 2005).

We know more about Latin Americans in other countries because they have become  the largest minority group in the US and the fastest growing community in Spain.  Increased immigration restrictions in both countries has made the UK a viable and cost-effective destination because of its strong currency and low unemployment.  These immigration flows will continue to be stimulated by the UK’s comparative advantage in real incomes, employment opportunities and economic outlook (Solimano, 2003), and simplified by low travel and communication costs (Hatton, 2002).

The challenges to understand the financial capabilities of Latin American business owners in the UK go beyond the deficiencies in census information to map them and background research that may help design an adequate research method.  There is also a need to find commonly accepted definitions of Latin American to which the migrants would subscribe to, and more important to define those common cultural traits that makes their businesses “Latin American”.  Their recent arrival in the UK may imply an unresolved legal residence status, forcing them into self-employment in micro-enterprises providing services to their own community.  In such cases it is not known whether they would be willing to be participants in surveys and interviews.

The answer to these questions may only be known once the members of the community are counted, surveyed and interviewed.  But there are some initial assumptions we can make from their migration experience to other countries, the skills and experience as entrepreneurs, what they bring with them in term of resources, skills, education level, and motivation to assimilate to their new environment.  

finance and the minority ethnic business owner IN THE UK

Ethnic businesses serve as a vehicle of assimilation to the culture in the host country for new migrants.  They provide individuals with products and services that are linked to their place of origin and also with a variety of products that help them acclimate to their new surroundings.  They are also a primary source of new migrant employment, introducing migrants to local labour laws and customs.

Ethnic businesses are also a communication tool for local governments to engage these new migrant communities.  The viability of these businesses is likely to facilitate the process of inclusion.  Their long term survival depends on the their owners’ financial capability.  The issue is, of course, what is financial capability and how can it be measured.  

There is a practical level of financial literacy, including numerate and language skills that the ethnic business owner needs in order to deal with suppliers, banks and local authorities.  Understanding what the gaps are to meet these basic conditions can help improve the efficiency of the delivery of business support.

The section will first provide a review of the research on finance and ethnic entrepreneurs and studies on financial capability, in particular measurement and methodologies of business owner’s financial literacy.  

The financial characteristics of minority enterprises in the UK
The first point of this discussion is the issue of financial discrimination.  Is this real or perceived?  It has been said that financing problems facing minority ethnic businesses are no different than those of the wider small business population.   Financial discrimination is also an economically irrational behaviour, in particular because when mainstream lending decisions are made mostly on the recommendation of automated credit risk applications, discriminating against minorities is very difficult.  However evidence collected in research with ethnic business owner’s seems to contradict this argument.    

It has long been perceived that ethnic minority business owners have difficulties in securing finance from mainstream lenders (Deakins et al. 2004).  There have also been reports on perceptions of discrimination amongst African-Caribbean entrepreneurs and the banks (Ward and Reeves 1980) and that ethnic business owners had demonstrated greater difficulties in securing bank loans at start-up (Jones et al. 1994). 

The Bank of England’s 1999 report on the financing of minority ethnic businesses argued that there was little documented evidence of ethnic minority business owners suffering discrimination by finance providers in the UK.  The report qualified the findings of previous research because of their limited sample sizes.  They also contested that difficulties ethnic entrepreneurs encountered raising finance were due to business-related reasons and not because of their ethnicity.  However the researchers did recognise that some ethnic entrepreneurs perceived they would be discriminated against when applying for loans because of their ethnic origin. 

A more recent report by the British Bankers Association presented the findings of a large-scale study of access to financing and business support by ethnic minority businesses in the UK (Ram et al., 2002).  The researchers acknowledged the previous research suggesting that members of ethnic minority communities faced additional barriers compared with other firms, particularly at start-up.

They also cited the research by Ward and Reeves (1980) that concluded that there was a widespread perception of discrimination amongst the African-Caribbean community, with several respondents claiming to have been rejected for business loans despite being able to offer required capital and references, findings which have been confirmed recently. 

This research also found the South Asian community more likely to raise funds through informal self-financing which gave them the ability to by-pass pitfalls mainstream financial institutions and tap into readily available alternative sources such as personal savings, loans from friends and family and community networks based on mutual trust and founded on loyalty.

However Ward and Reeves criticised the concept of family and community institutions as building blocks of entrepreneurship in ethnic communities because it over-simplifies access to finance.  They argued that this structure is not equitable and favours only few within the communities, may be used to suppress the formation of competing firms and limit the availability of funds for start-up and growth.  The report also found that this basic level of funding tends to confine minority ethnic businesses within a narrow range of low order activities in constricted neighbourhood markets dependent on fellow ethnic customers

This seems to be a persistent theme since the Ward and Reeves report was written, with widespread documented perception of discrimination on the part of the entrepreneurs themselves.  There seems to be a belief that those who obtain credit are subject to an excessively high ratio of security to credit, therefore a heavy dependence on overdraft rather than long-term funding (Ram et al., 2002).  

One of the very important findings of this report was in terms of their access to business support.  Ram et al. found that since most minority businesses are very small and therefore share many of the characteristics and needs of micro-enterprises.  This means that problems raising funds for start-up and expansion are also related to deficiencies in core management competencies, such as marketing and financial management.  Most minority businesses fall outside the main target group of mainstream business support agencies which have been historically concerned with firms with 5 or more employees.

The survey found that minority ethnic business owners had a similar propensity than the native control group to access mainstream finance institutions for start-up.  However they were significantly more likely to draw on finance from family and friends at start-up then white-owned businesses.  Funds are drawn from within community based networks to compensate for difficulties accessing mainstream finance.  Survey evidence indicates MEB are significantly more likely to draw on finance from family and friends at start-up than white-owned businesses

Informal finance is at least 50% of total funding gathered for start-ups.

The National Scoping study on minority ethnic businesses in Scotland (Deakins et al., 2005) confirmed many of these findings.  They concluded that in terms of finance, due to their size many MEB owners face the same problems as white micro-enterprises.  More importantly they found there is a low proportion of minority owners with management qualifications.

The researchers stated that in Scotland MEB owners are less likely to access external funding than their white counterparts, and also are not as successful.  They are also less likely to take advice from public agencies and will continue to use informal sources (Deakins et al., 2005).

The research focus in the UK has been on traditional ethnic businesses and their interaction with mainstream financial companies.  The ethnic business owner’s management skills have been mentioned in some of these studies but there has been no in-depth treatment of the subject, especially of their financial capabilities. The financial exclusion of white minority ethnic business owners and new immigrant micro-entrepreneurs may be directly related to their financial capability.

Measuring the financial capability of consumers in the UK
The FSA has commissioned the majority of studies on financial capability with the support of various academic institutions.  The research has focused in most cases to consumers but their findings and methodology are still relevant to our analysis of ethnic business owners given that the majority of ethnic enterprises are owned and managed by a single individual.  

The reports on consumer financial capability provide a base of knowledge and methodology that can be applied to better understand the financial literacy of ethnic business owners.  Their experience however may be similar to that of consumers.  The FSA surveys have found that consumers with little financial understanding find it difficult to identify products and services appropriate to their needs.  In addition they were not clear on the sources and quality of independent advice they needed to make appropriate financial decisions.  As may be the case of new migrants trying to start a business, consumer’s lack of financial capability may lead them to fall victims to abusive practices (NACAB, 2001).

In 2003 the FSA started work on developing and implementing a national strategy for financial capability for which it commissioned a baseline survey to determine the current state of financial capability in the UK (FSA, 2003).  This research was aimed at identifying the components of financial capability using input from consumers and experts.  Then a questionnaire was designed to capture these components along with a scale to measure the levels of financial capability.
Previous research measuring levels of financial capability in the UK included the FSA Better Informed Quantitative Survey (FSA, 2000) although mostly a quantitative study, it also focused on where information and advice were obtained, level of interest in financial matters and approaches to money management and saving.  The survey found almost all interviewees had misplaced confidence in their financial abilities and in general regretted their financial decisions.  Almost all of those interviewed said they tended to shop around but in practice they did not (FSA, 2000).  This could also be potentially a problem for new immigrant business owners who are confident of the financial skills they brought from their home countries but may find out later that they based their decisions on invalid assumptions.  

Another survey designed to capture consumer attitudes and behaviour, and develop scores of financial literacy, confidence and risk aversion, found that few consumers felt confident about making their own financial decisions.  It also found that in general consumers admitted being fairly uninformed and with regard to financial products (Financial Services Consumer Panel, 2001).  These findings highlight the growing difficulty of financial decision making in developed economies such as the UK’s.  In general, immigrants from developing nations trying to start-up a business in the UK may not have been exposed to the wide range of financial products and services available and the complexity of their processes in their host nations.

There have been various smaller surveys commissioned by the FSA that underline the consumer issues with the general public’s understanding of complex financial products.  In addition these usually seek advice from families and friends (Financial Consumer Panel, 2003b), not unlike minority ethnic business owners that in general rely on their communities for business knowledge and support.  In another report only a fifth of those surveyed had requested advice from a formal private or government organisation (FSA, 2002a).  It is likely that on average minority ethnic business owners will also be reluctant to seek advice because of mistrust of banks, building societies or government agencies, as found in some of the previously discussed studies.    

The latest report by the FSA presented the results from the baseline survey on levels of financial capability in the UK.  They defined financial capability around four different areas: managing money, planning ahead, making choices and staying informed (FSA, 2006).  This methodology could be applied to the research of the financial capability of minority ethnic business owners given family and single ownership nature of the enterprises.

The survey was made up of 5,238 interviews of which 423 were ethnic minorities.  In general it was found that 42% had two or more weak areas, generally in keeping track and making ends meet.  The interviews with minority ethnic groups took place mostly in England and their results were down-weighted to ensure true proportions (FSA, 2006).

Some of the findings that are relevant to our discussion were that some ethnic groups did not make formal financial provisions for the future because of their reliance on their extended family (FSA, 2006).  This is significant because it may point towards voluntary exclusion from mainstream financial support due to custom and cultural background, a choice that could be identified and approached with the community as a whole.    

Ethnicity was not found to make any significant difference on the scores of other factors and therefore was eliminated from the final version of the analysis (FSA, 2006).  It is clear though that our understanding of minority ethnic businesses would greatly benefit from this type of research.  The methodology used in the past also suggests the use of qualitative methods that resulted in a more realistic picture of individual’s financial capability, using survey questions to assess financial literacy and consumer accounts of their experiences with financial products (FSA, 2006). 

new migrants in scotland AND THE UK

The ethnic landscape in Scotland has been changing rapidly: 26,085 net new migrants have arrived over the last ten years. However the average net intake over the last five years has been 10,000, and almost 20,000 for the period 2004-05. The majority of these came from the EU A8 states although this may not be a true reflection of migration flows into Scotland.  Like in the rest of the UK, there is no national register of the population and these figures do not account for illegal immigration (GRO Scotland, 2007).

The information collected through the Workers Registration Scheme (WRS) resulted in an estimate of 427,095 applicants who received a work permit between May 2004 and June 2006. Most of these were Polish, followed by Lithuanian and Slovak workers, who arrived with a job contract.  There are no figures collected for self-employed migrants from the EU who are not required to register through the WRS.  Scotland received 32,135 registered workers (7.5% of the total) of these, but it is not known how many immigrants, both legal and illegal, are self-employed or working in the informal sector (GRO Scotland, 2007).  

The UK is generally not the first port of arrival for many immigrants from other regions: they usually enter through other EU countries where they obtain settlement documents, in some cases illegal, and then move to the UK.  Most migrants have historically settled first in London, which has a third of its population from an ethnic minority background.  It is estimated that 45% of foreign born population in London arrived since 1990.  In addition to Eastern Europeans, new immigrants mainly come from East and West Asia and Africa and Latin America (Sepulveda & Syrett 2007).

As mentioned previously the annual number of legal arrivals from Latin American countries has grown from 770 in 1991 to 2,910 in 2005 (Home Office, 2005).  And although the census has 76,412 people born in South America now living in the UK (BBC News, 2005) we do not have a clear idea of the number of illegal immigrants permanently settled in the UK.  And although there is some information on the number of migrants arriving from Latin American countries (Home Office, 2005) very little else is known about them.

New Immigrants and the Entrepreneurship decision

The term entrepreneurship must be used caution when applied to new migrant groups and ethnic minorities.  Traditionally entrepreneurs are viewed as individuals who are prepared to commit resources to a venture because they believe they possess superior information regarding profit opportunities, or have specialized skills and/or access to input and output markets that provide them with an economic advantage over existing suppliers (Watson et al., 2000).  This is not generally the case of ethnic minorities and new migrant communities.  

New immigrants are being pulled and pushed into self-employment and enterprise activity. The demand pull implies that they expect their income to be better than earning maybe less than the minimum hourly wage in jobs usually rejected by their white counterparts.  This is usually the case of immigrants who do not have the language skills or their qualifications are not accepted by employers.  They feel they can make better use of their skills and improve their income by providing services to their community where they probably are valued more for their skills and experience.  

The unemployment push is the option when there is no other employment alternative.  Many illegal immigrants do not have the necessary documents to find work or those who have them are discriminated against and cannot secure steady employment.  High rates of unemployment amongst immigrant and ethnic minority groups may account for higher than average rates of small business ownership.  In London alone there are approximately 55,000 minority ethnic businesses (Sepulveda & Syrett 2007).  

As discussed previously, self-employment has been and remains a significant form of economic activity for individuals from minority ethnic groups in the UK.  It is clear however that their entrepreneurship decision may stem from necessity rather than choice, and they may not have the necessary financial skills to maintain their businesses afloat enough to let them accumulate some wealth.  

The financial skills of new immigrant entrepreneurs
Minority ethnic business owners need a basic level of financial literacy in order to make rational economic decisions.  They need to be able to understand and manage the financial consequences of operating a business.  This is especially valid for the micro-enterprise owner, whose investment goes beyond capital and includes a commitment of his/her personal savings, labour and family resources.  

Lack of financial skills may exclude the minority ethnic business owners from developing relationships with mainstream business and service providers that work under formal contracting agreements and are protected by the different laws and regulations that rule the exchange.  In the absence of a formal governance system, minority ethnic businesses are forced to operate within an informal market where relationships are based on trust.

An informal business governance system based on trust has both positive and negative effects for minority ethnic business owners.  On the one hand it gives them the opportunity to exchange goods and services and increases their access to financial resources that otherwise would not be available to them because of lack of credit history or collateral.  Trust may also serve as an effective substitute for contractual agreements that cannot be enforced when participants do not have the necessary knowledge of local financial regulations.  In many cases the lack of access to mainstream sources of finance leaves only social ties and immigrant networks based on trust as the only feasible way of operating a business.

However this self-exclusion may also deny the ethnic business owner access to mainstream resources.  Banks will not be able to assess risk exposure because they will not have reliable information on the credit history and operations of the businesses.  Reliance on informal networks may also inhibit growth because businesses are confined to sectors and locations they cannot move away from.

This is why it the first basic element of financial capability is the ability of minority ethnic business owners to understand and engage the mainstream business and financial institutions that will allow him/her to obtain the necessary intellectual and physical resources to be successful.  In addition he/she will have to understand risk, investment and funding needs, cash flow requirements, taxes, and the costs associated with running his/her business. 

The question is what are the financial skills these new immigrants and will these help them to integrate more smoothly with their host society. 

The Latin American business community in Scotland
A Latin American is an individual originating from one of the twenty independent countries in the Americas where Spanish (predominantly), Portuguese and French (Haiti) are the official languages spoken.  Although we know there are Latin Americans in Scotland, the community in   Scotland has not been studied as a distinct ethnic or cultural minority group.  

It is unclear how many business owners resident in Scotland consider themselves of Latin American ethnicity.  There are a number of Latin American “themed” businesses in major urban areas, such as Mexican restaurants, salsa dancing clubs and instructors, and South American coffee houses and convenience stores.  Although their number, distinctive characteristics, and contribution to the Scottish economy are still to be researched, we do know that Latin Americans are moving in large numbers and settling in industrialised nations.

For the majority of Latin Americans, economic and social conditions have deteriorated for the past twenty years.  Most countries in the region are vulnerable to international economic shocks and keep high levels of public debt, volatile financial sectors and low levels of international and domestic investment (World Bank, 2006).   Employment in the majority of Latin American countries has been insecure at best and there are few social programmes to assist the population during times of economic crisis.  This has meant that a large portion of overqualified individuals are self-employed in low income services in urban areas (World Bank, 2006).   

Migration from Latin America has been accelerated periodically when economic crises deepen and political conflicts turn into civil strife.  The lack of opportunities within the region has increased the vulnerability of workers and therefore they are inclined to take the risks of migrating to different regions.  In addition to this, inexpensive air travel and overseas communication have eliminated two of the major obstacles that historically stood between migrants and their expectations of a better future in other regions.  

Potential migrants have unlimited access to information on their destination of choice and can also network with already established communities to obtain support upon arrival.  These migrant networks are the same that had emerged to support political exiles and displaced peoples during the previous decades, and now have resurfaced to help resettle economic migrants (Pellegrino, 2004).  

Socially excluded Latin Americans have been forced to make high risk investments in migrating to developed nations.  The high rates of underemployment in their countries of origin ensure a positive selection of migrants with varied education and skill levels, and most important highly motivated to maximise the returns of this investment.  

The growth in global migration flows is relatively recent, and reports and data on the experiences of migrant workers are still being written.  This is especially true for Latin Americans, although there is some information on their business performance in the US and Spain. 

Latin American entrepreneurs in the US 
Until 2001 the destination of choice for Latin Americans was the US: the 2000 census counted over 35.2 million representing 12.5% of the total population.  This community experienced a 61% increase since 1990, while the total US population grew only by 13%.  In 2000, 40 percent of Latin Americans in the US were foreign born, and out of these 46% had arrived between 1990 and 2000 (US Census Bureau, 2004).

According to the US Census the number of Latin American owned businesses in the U.S. climbed three times faster than the national average for all businesses.   Latin Americans owned almost 1.6 million companies in 2002, a 31 percent jump from 1997.  During the same period the total number of U.S. firms rose 10 percent to nearly 23 million companies. More than one-third of Latin American-owned businesses are in the retail industry, followed by construction and manufacturing (US Census Bureau, 2004).

The growth of Latin American owned businesses, which make up about 7 percent of all U.S. companies, can be linked to the climbing Latin American population. Between 2000 and 2004, the percentage of Latin Americans in the US rose from 12.5 to 14.2 %.  This is the fastest-growing and now the largest minority group in the US (US Census Bureau, 2004).  


First generation immigrants have opened restaurants, convenience stores, building, cleaning, janitorial and landscape companies.  There are also a growing number of second-generation businesses in professional sectors such as health, technology, accountancy, law and human resources.  These professional firms are mostly the product of the children of the large number of Nicaraguan and El Salvadoran families who fled to the US during civil war in the late 1970s. More than 55% of Latin American owned businesses across the US are owned by people of Mexican descent. Cubans own 10 and Puerto Ricans 7%, and the remaining 38% is owned by other Latin American immigrants (US Census Bureau, 2004).  

The rate of growth of both the population and number of Latin American businesses in the US is likely to decelerate due to the immigration and visa restrictions imposed after the September 2001 terrorist attacks.  Along with the weakening of the US currency, these restrictions have contributed to make Europe a more attractive destination for Latin Americans.

Latin American entrepreneurs in Spain

Migration to the European Union from Latin America has grown exponentially in the last decade.  Latin Americans have preferred to stay in southern countries mainly Spain, but also Portugal and Italy, where visa requirements were less strict and they had a common language and culture.

Spain has been the main destination for Latin American workers in recent years.  In 2006 Spain had a total population of 44.4 million of which 4.6 million were foreign born: around 1.7 million of these are Latin American legal residents, a considerable increase from a population of around 50 thousand in 1981.  From 1996 to 2005 over 1.2 million Latin Americans arrived (officially) to Spain, the majority (39.6%) of total migrants. These numbers do not account for irregular migrants that are estimated to be between 500 thousand to one million. (Gomez Q, 2005)    
The diversity in educational backgrounds of Latin American migrant workers has been very useful for Spain’s economic growth.  Not only they have filled vacancies in minimum wage construction, hospitality and services industries, but also provided professionals in management, technology, health and legal services.  In addition despite the difficulties in obtaining the necessary legal documents, a process that takes time and resources, they have also started new businesses (Martinez, 2003).

In Madrid alone, where 60% of Latin Americans reside, they have over 1,440 new Latin American businesses which have been started in the past 5 years.  The majority of these (770) are small establishments providing telephone services to other immigrants.  These shops provide inexpensive transatlantic calling rates as well as a place for immigrants to network with other members of their community.  Some of these calling centers also offer remittance services (INE 2006).  

The next most frequent businesses opened by Latin American immigrants in Spain are in the entertainment and food sectors.  Salsa clubs and Bars (128) are very popular since these are not only regular meeting places for migrants but also tend to attract locals and tourists alike.   Restaurants (94) and convenience stores (64) are very frequent ventures due to the growing demand for native foods by a community that continues to arrive in large numbers (INE 2006). 

The experience of Latin American inter-regional migration to the US and Spain suggests that Latin American migrants may be equipped with the necessary business and financial skills to adapt sufficiently to their new environment to the extent of opening businesses in various industries.  It is not very clear what these skills are and how the community, if there is one, has supported the new arrivals in their enterprises.   This work is still to be done in the UK.

CONCLUSION

This paper argued that ethnic minority businesses perceive they are being discriminated against by mainstream lenders.  This may be the product of a lack of understanding of the workings of the financial system in the UK, that in turn will probably push the business owner into informal financial relationships that may not be beneficial to them in the long-run.

Surveys have been carried out in the past five years to understand the financial capability of consumers in the UK.  Some of the findings and methodology can be used on research to better understand the capabilities of ethnic business owners.  This will to improve the ability of business support agencies to develop and implement targeted programmes. 

Starting and running a business has been and remains a significant form of economic activity for individuals from minority ethnic groups in the UK.  It has also been the choice of new migrant groups, but in many cases this decision has been the result of necessity rather than choice.  This implies that ethnic entrepreneurs may not be equipped with the necessary financial skills to maintain their businesses afloat enough to sustain their businesses for a reasonable time. 

It is very important for minority business owners to have the financial knowledge to understand the products and engage with mainstream firms and government institutions to will allow him/her to accumulate the necessary intellectual and physical capital for long-term growth.  In addition he/she will have to understand risk, investment and funding needs, cash flow requirements, taxes, and the costs associated with running his/her business. 

The UK’s strong currency and low unemployment have made it a cost-effective and accessible alternative for immigrants.  During the past decade the UK economy had stable growth and improvement in key variables such as income and employment at the same time as Latin America went through one of its deepest economic, political and social crises.  

Despite their growth in numbers in the UK the Latin American community still remains a small proportion of the population and largely unknown.  We can only speculate that as in the case of the US and Spain, Latin Americans will have started small family businesses in activities such as restaurants, convenience stores, building, entertainment and other service companies in Scotland.  

It is necessary for us to understand the financial ability of new migrant groups to fund business start-ups and development in Scotland.  It is also important to start the discussion not only on the financial capability of minority ethnic business owners, but also of the society in which they live.  More discussions on the characteristics of minority ethnic businesses should allow us to identify areas in which more research will lead us to improve the uptake of business and financial support. 
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