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EXECUTIVE SUMMARY
The contribution of EMBs to the UK economy
Ethnic minority businesses (EMBs) are significant contributors to the UK economy. It
has been estimated that EMBs generate somewhere between £25bn and £74bn in
Gross Value Added (GVA) each year. EMBs employ more than 3 million people in the UK
and pay almost £5bn a year in corporation taxes to the Exchequer. EMBs are also
significant contributors to business innovation, with EMBs more likely than non-ethnic
minority owned firms to innovate:
•

21% of ethnic minority enterprises implemented a “process innovation” in 2019
compared to 15% of non-ethnic minority firms.

•

30% of EMBs introduced at least one “product innovation” in 2019 compared
to 19% of non-ethnic minority businesses.

In addition, EMBs can be important drivers of regeneration through the employment
they generate and the presence of many in deprived areas.
However, there is growing evidence that more entrepreneurs from ethnic minority
backgrounds could enjoy even greater commercial success and contribute further to
the future prosperity of the UK if they were not hindered by a range of problems which
constrain their potential.

Evidence of greater potential
Evidence that there is both untapped and “under-tapped” commercial potential among
ethnic minority communities in the UK can be seen in the “Total Early-stage
Entrepreneurial Activity“ (TEA) rate, which stands at 9.9% for people from ethnic
minority backgrounds compared to 6.4% for the UK population as-a-whole, however
business ownership is (proportionately) lower among the UK’s ethnic minority
population than it is across the wider population. This suggests obstacles in the pre
and start-up process for some nascent entrepreneurs from ethnic minority
backgrounds that result in fewer EMBs starting up than might otherwise be the case.
In addition, there is a preponderance for EMBs to operate in low entry barrier, lowervalue sectors. This factor has also played a role in many EMBs not maximising their
commercial potential. More EMBs moving “up the value chain” would also help
increase the contribution of EMBs to the economy.
Further evidence demonstrating the potential for improvement was published in 2020
by the British Business Bank. It highlighted how some EMBs lag on a number of
business performance metrics, in comparison to their White-owned counterparts.
Although the picture, it should be acknowledged, is not a uniform one across all ethnic
minority communities.
The data suggest that, for example, while Black and White entrepreneurs have a similar
start-up success rate, the former tend to have a lower turnover (an estimated £25,000
a year compared to £30,000) and productivity than the latter (around £13,000
compared to £22,000). Businesses run by entrepreneurs from Asian and Other
background tend to have a lower start-up success rate than Black and White
5
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entrepreneurs, however their businesses are likely to have a higher turnover
(£40,000). Further, in 2019, more than 8 in 10 (male and female) White-owned
businesses reported being profitable. This compared to three-quarters of Black maleowned firms and just under two-thirds of Black female-owned enterprises. While 64%
of Asian and Other ethnic minority owned businesses reported a profit in 2019.

The barriers constraining EMBs
The barriers holding back EMBs include intangible factors such as aspiration, selfconfidence, and social capital (especially high-quality networks that open-up
opportunities) as well as a confluence of more material influences, which include
access to finance, educational deprivation, the occupational background of many
nascent entrepreneurs, sector and geography.
The challenges facing ethnic minority female entrepreneurs are perhaps even greater
as they are constrained by the barriers that female entrepreneurs have to deal with and
those that ethnic minority entrepreneurs have to confront. The former includes family
and caring responsibilities, different growth ambitions, the cultures in some industries
and difficulties in accessing finance, among others.
The problems faced by EMBs are widely known among those who research the issues,
as many at the roundtable (the discussions on which this report is largely based upon)
pointed out. The problem for policymakers and all those in the public, private and third
sectors with an interest in EMBs succeeding, is how best to tackle the barriers faced
by EMBs (whether nascent or trading) and enable EMBs to reach their full commercial
potential. Especially where there are not only barriers confronting the entrepreneurs
but the policymakers and those in the public, private and third sectors, too. These
include the quality of the data about EMBs that is available in the UK, which has been
a long-standing issue of concern for those who look into these topics, because good
policy cannot be made without good data providing accurate picture of the existing
landscape and emerging trends. Another barrier is the loss of “historic memory” among
those concerned with this topic. Prior to the Coalition Government coming to power in
2010, there was interest at the national level in the issue of EMBs led by the Small
Business Service (SBS) and many local and regional experiments in how to better
support EMBs, through the Business Link network and the Regional Development
Agencies (RDA). From that time are lessons to be learnt, which could aid contemporary
policy development.

Ideas for improvement that emerged from the roundtable
The roundtable ranged widely over a number of ways that some of the current
obstacles impacting nascent and currently “up and running” entrepreneurs could be
alleviated. Pre-start-up support was particularly highlighted. A more coordinated effort
between public and private institutions was urged by participants. Not just at the
national, but at the local level too. It was suggested that this might involve institutions
that have already been involved with setting-up and operating incubators and
accelerators (e.g., universities and colleges). Providing channels to access finance
was considered particularly important. Also important, it was argued, was encouraging
more people to develop the aspiration to become a business owner and building up
6
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the confidence of potential entrepreneurs to “take the leap” and navigate the
challenges of the start-up process. The vital nature of good quality networks and
trusted advice e.g., through mentors, was also highlighted. Training in business skills
and representation were also touted as likely to be useful for nascent entrepreneurs,
in particular.
The differences between communities, which are reflected in different entrepreneurial
experiences, were particularly pertinent in this part of the roundtable discussion. It
was noted that some communities are able to help nascent entrepreneurs with
informal early-stage funding – sometimes referred to as “friends and family” funds.
While other nascent entrepreneurs have little hope of accessing such informal sources
of capital and have to rely on going to more official places to try and access finance.
This often made it even more difficult for some entrepreneurs from some communities
to start-up.
Efforts to improve the quality of data and learn the lessons from past experiences was
also a notable theme of the roundtable discussion. It was suggested that - in addition
to obtaining a better picture of the contemporary EMB and business support landscape
- policymakers who wanted to support EMBs could do worse than look back and try to
systematically understand what worked and what did not work in the past and why.
With previous measures that were effective replicated where possible, in the current
national and local business policy environment.

“Food for thought” for policymakers
The evidence from the existing body of research on EMBs and the discussion at the
roundtable convened by SMF in September, imply a number of possible policy ideas
for those interested in identifying effective responses that could significantly help
EMBs i.e., by reducing the nexus of challenges that hinder their ability to maximise
their commercial success. Potentially helpful policy ideas that current or future
governments may want to consider include:
•

The collection (and publication) of better-quality data by government
(including relevant state agencies).

•

A review of past EMB policy success and failure.

•

Taking stock of the existing EMB support landscape.

•

Develop a new coherent plan for supporting EMBs, within a wider strategic
approach to entrepreneurship.

•

As part of the new strategic approach identify a clearer and more consistent
role for local economic bodies (e.g., LEPs) towards EMBs based upon providing
incentives to LEPs to foster effective support measures in their areas.

•

Taking steps to widen access to finance by:
•

Building on the lessons from the past and the findings from the stock
taking exercise and improving efforts (by relevant public and private
sector bodies) to reach out to nascent entrepreneurs and trading
businesses in minority communities about accessing finance.

•

Encouraging more competition in retail banking.
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•

8

Exploring the possibility of adapting industry lending standards so they
are more sensitive to different socio-economic and cultural
circumstances.
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CHAPTER ONE – INTRODUCTION
Ethnic minority businesses (EMBs) play an important role in the UK economy. However,
the full commercial potential of some EMBs is constrained by a range of long-standing
challenges. This means many of them are unable to contribute, as fully as they could,
to the UK’s post-COVID economic recovery and the ambition of the Government to
“level-up”. Not maximising the potential of all businesses by failing to get the
environment right so that all entrepreneurs in the UK have the best chance to succeed
and contribute to the current and future prosperity of the country is a peculiar act of
self-harm.
The persistence of a number of challenges facing EMBs has been acknowledged and
explored by a growing body of research over many decades – including a number of
high-profile reports in the past 12 months, such as that by the Commission on Racial
Equality and Diversity (CRED) 1 and the British Business Bank’s “Alone Together”
report. i There is a broad consensus among many of the experts that work on this topic
on what the specific challenges facing EMBs are. They are significant and have been
summed up in the following way, by one scholar: 2
“…many of the problems faced by [EMBs]…are particular versions of issues
that face other businesses of similar size and sector…”.

Causing these additional (to those that all entrepreneurs face) challenges are a
plethora of interconnected factors that confront entrepreneurs who are not from ethnic
minority communities much more rarely, if at all. These include the over-representation
of ethnic minorities in deprived parts of the country, educational disadvantage,
language proficiency, below average household incomes, and less experience of
senior leadership and professional roles, especially in business. 3
The picture is additionally complicated for female ethnic minority entrepreneurs, who
face further challenges that are associated with female entrepreneurship, which can
compound those linked to ethnic minority business ownership.
The attendees at the roundtable, on which this paper is largely based, were keen to
emphasise that the EMB landscape is a nuanced one and the problems faced by ethnic
minority entrepreneurs are varied, and their nature and scope can be different
depending on the community and the circumstances of the individual(s) involved.
Consequently, there is no single “type” of EMB that one set of characteristics and
challenges can be ascribed to. This heterogeneity and complexity is important to
recognise. There is a danger that policymakers looking into how policy might play a
role in helping EMBs fulfil their commercial potential, fail to understand the issues in a
sufficiently detailed way. Such a “blunt” approach can often be counterproductive.
What seems clear is that, if the UK wants all ethnic minority entrepreneurs (whether
nascent or currently running a business) to be able to maximise their contribution to
the economy and society, there is a “job to be done” to help ameliorate some of the
“heightened” barriers that some EMBs face. One place this could start is by re-learning
i
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some of the lessons of the past. Prior to the coalition government coming into office in
2010, supporting EMBs was a policy agenda pursued through channels such as the
Small Business Service (at the national level) and the Regional Development Agencies
(RDA) and the Business Link networks at the regional and local levels. Within the
overall effort there was a notable degree of experimentation over ways to support
EMBs, and a subsequent building-up of knowledge about what kinds of measures
worked, what did not and why.
To help explore this topic, this paper reports on the discussion that took place at an
expert roundtable (held under the Chatham Rule) convened by the SMF. It highlights
the key themes that were explored in the discussion, such as the nature of the
obstacles that ethnic minority entrepreneurs face and what can be done to reduce
them. It ends with a series of policy recommendations that build upon the experiences
that were highlighted by the attendees, the ideas that were considered, and the
evidence that was debated during the roundtable.
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CHAPTER TWO – ETHNIC MINORITY ENTREPRISE IN THE UK
Ethnic minority enterprise makes a significant contribution to the UK’s economy and is
likely to make a growing contribution in future years. The prosperity generated by
entrepreneurs from ethnic minority backgrounds could be even greater than it is
already, if the conditions for ethnic minority entrepreneurship can be optimised i.e., if
the obstacles to more EMBs starting-up or existing EMBs growing bigger and faster
and becoming more profitable (not least by “breaking out” into higher value activities
and moving up the “value chain”) can be reduced.
Box 1: Data
This paper uses the acronym EMB (Ethnic Minority Business) and the terms
“ethnic minority entrepreneur”, “ethnic minority entrepreneurship”, “ethnic
minority enterprise”, “ethnic minority business ownership”, “ethnic minority
run” and “ethnic minority-led” interchangeably. However, a key theme of this
report is the heterogeneity in the make-up of, and in the experiences of, ethnic
minority businesses, whether start-ups or more established small and
medium-sized enterprises (SMEs). Over-generalisations fail to capture the
varied nature of the problems facing EMBs in the UK. The kinds of broad labels,
such as those listed above, are somewhat blunt and consequently can fail to
fully reflect the nuances of the real world. 4
Nevertheless, use of such terms is the default in much of the existing body of
evidence about ethnic minority entrepreneurship. Which, in-turn, is a
consequence of the unavailability of good quality data about EMBs. The kind
of information that is collected is often insufficiently granular and therefore
disguises the full complexity of the picture, including many of the differences
in the experiences and problems faced by entrepreneurs from different ethnic
minority communities.
The deficiencies in the data available to policymakers and researchers has
long been observed by scholars in the field of business. It has been argued
that: 5
“Research…continues to be hampered by a lack of reliable information. The
unevenness of data on the scale, dynamics and performance of ethnic
minority firms remains a matter of concern”.

A paucity of quality data not only hampers the ability of policymakers to
develop good policy in this area 6 it is also a difficulty for the private sector and
plays a role – noted later in this paper in chapters five, six and seven – in some
of the problems EMBs face, when trying to access finance.
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The economic contribution of ethnic minority businesses to the UK
The economic contribution
Successful EMBs generate a number of specific benefits for the UK economy and
society. These are evident across multiple domains. Table 1 sets out some of the
estimates that have been made, of the contribution of EMBs, both to the prosperity of
this country and the “public purse”.
Table 1: Estimates of the economic and societal contribution of EMBs to the UK

Category of
contribution

Details

Contribution to GVA

Estimates suggest EMBs contribute between £25bn and
£74bn per annum to the economy

Employment

EMBs employ nearly 3 million people across the UK

Profits

EMBs generate £21.4bn in post-tax profits

Taxes

EMBs pay £4.7bn in corporation-tax payments

Exports

In 2018, 15% of minority SMEs exported, compared with 14%
of other SMEs

Innovation

21% of ethnic minority businesses introduced a “process
innovation” in 2019 compared to 15% of non-ethnic minority
firms. 30% introduced at least one “product innovation” in
2019 compared to 19% of non-ethnic minority businesses

Sources: British Business Bank (2020); Carter, S et al. (2015); Commission on Race and Ethnic Disparities
(2021); Legrain, P and Fitzgerald, M. (2020); Roberts, R et al. (2020).

One way ethnic minority businesses generate the substantial value added that was
noted in Table 1, is through a strategy of capturing “local niche markets”. 7 These are
often co-terminus with concentrations of ethnic minority populations. This approach
can help bring economic improvement to otherwise deprived areas 8 because EMB
presence is linked with halting the economic deterioration of areas that otherwise
were on a downward economic trajectory. This has also been observed in sectors that
were similarly declining. 9
However, such “market or geographical niche” strategies can be “double edged”. In
some instances, they ultimately end up acting as a limit on commercial success, while
in other circumstances the platform the niche strategy provides gives businesses to
“springboard” from which to “break out” into larger markets or new sectors.
Another way EMBs contribute is through export success. The export record of EMBs –
illustrated in Table 1 – stems, in-part, from the presence of members of a diaspora,
which can help open up export markets in other countries. 10 It has been suggested that
the UK is a country with “super-diversity”. 11 12 This phenomenon is seen as being
particularly helpful because of the transnational social and economic networks that
come with it and the possibilities they open up for more trade. 13
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The higher, overall, rates of “process” and “product” innovation among ethnic minority
enterprises revealed in Table 1, represents a substantial “innovation lead” over the
levels of innovation in non-ethnic minority businesses. In 2018 for example, the
percentage of non-ethnic minority led enterprises that undertook “process
innovation” was 15%. That is below the 19% of Asian-led businesses reporting of
having undertaken “process innovation” in 2018. Among Black-led businesses,
innovation levels were higher still, with 24% implementing “process innovation” in
their businesses in 2018. Finally, 22% of enterprises led by people from other ethnic
minority backgrounds undertook “process innovation” in their business in 2018.14 ii
Innovation is positively associated with higher productivity.15 16 Consequently, this
suggests that the higher levels of innovation among EMBs make an important
contribution to the UK’s prosperity. Further, as the UK’s “productivity puzzle” persists,
the importance of having more firms that innovate becomes greater still.
The “social benefit” of ethnic minority businesses
Ethnic minority entrepreneurship brings a number of other benefits too, alongside its
direct economic contribution to growth and employment. As Table 2 shows, EMBs
contribute a considerable amount in tax revenue. Beyond this contribution, scholars
have suggested that EMBs have an important social policy role, too. Some have
suggested that the primary benefit of EMBs is social rather than economic. For
example, research indicates that higher levels of ethnic minority business ownership
are associated with community building and improved community relations. 17 They also
play a role in helping immigrants adapt to their new country i.e., they facilitate societal
integration. 18 19
However, the picture is complex. The overall effects on social mobility for example are
more ambiguous. A significant proportion of EMBs are self-employed people. A number
of studies have raised questions as to how effective self-employment has been in
helping those from ethnic minority communities to move up, in any significant way, the
socio-economic ladder. 20 There is, as a result, an on-going debate among scholars
about the nature and scale of the “social benefit” accruing from ethnic minority
business ownership.21

Business demography of EMBs
The scale of ethnic minority entrepreneurship
Figure 1 shows the trend in the number of self-employed and SME employers between
2010 and 2020. In 2010 there were there were, approximately 4.5 million SMEs in the
UK. In 2015 this number had grown to around 5.4 million. By 2020 the number of SMEs
had risen to just under six million. 22 This equates to growth of around 25% in the stock
of SMEs across the decade and just over 10% over the period 2015 to 2020.

ii Nathan and Lee (2013) suggest that ethnic diversity in the management teams of Londonbased firms is associated with more firm-level innovation. Source: Wishart, M. (2018). Underrepresented entrepreneurs: a literature review.
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Figure 1: the UK SME population, 2010 - 2020
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Source: ONS (2020). Business population estimates for the UK and regions: 2020.

Figure 2 shows that in 2015 around 1 in 14 of the UK’s self-employed people were from
an ethnic minority background and 1 in 12 of the UK’s (employer) SMEs were ethnic
minority-led. In 2020, around 1 in 12 of the UK’s self-employed were from an ethnic
minority background. A similar proportion of SMEs (with employees) in the UK were
ethnic minority run.
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Figure 2: estimates of the number of EMBs in the UK, in 2015 and 2020 iii iv
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Figure 3 presents estimates of the proportions of the UK’s SME population that are
EMBs.

iii

All numbers in Figure 2 are rounded and therefore approximate.

iv

Percentage figures may not sum to 100% because of rounding.

v

Use of data derived from BEIS’s Longitudinal Small Business Survey needs in the knowledge that there
is (usually) is a small proportion of respondents to the surveys who do not reveal their ethnic background,
which could mean some of the data under-states the reveal figures by a small amount.
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Figure 3: proportions of the self-employed and SME (employer) business populations
that are EMBs, 2015 and 2020 vi vii
100%
90%

7%

8%

8%

8%

91%

89%

90%

89%

2015

2020

2015

2020

80%
70%
60%
50%
40%
30%
20%
10%
0%

Self-employed
White

SME employers
Ethnic minority

Unknown
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Survey 2015 viiiand ONS (2020). Business population estimates for the UK and regions: 2020

The general picture presented by Figure 3 is one of relative stability. Although, there
has been growth in the absolute number of self-employed from ethnic minority
communities and in the number of ethnic minority-led (employer) SMEs between 2015
and 2020, as a proportion of the total number of businesses in the two categories,
there has been little change. The proportion of the self-employed that are from ethnic
minority communities has perhaps “ticked up” by a percentage point, while the
percentage of SME employers with ethnic minority ownership has remained the same.
The difficulty in being more precise over the trends is testament to the data challenges
mentioned earlier (and later on) in this report.
The geographical spread of EMBs
The geography of the UK’s ethnic minority business population is an uneven one. There
are significant concentrations of EMBs in major conurbations, such as London,
Birmingham, Leeds, Bradford, and Leicester.23 24 This is because, as one estimate
suggested, more than 6 in 10 members of England’s ethnic minority communities live
vi All percentages in Figure 3 are rounded to the nearest whole percentage.
vii Percentage figures may not sum to 100% because of rounding.
viii

Use of data derived from BEIS’s Longitudinal Small Business Survey needs in the knowledge that there
is (usually) is a small proportion of respondents to the surveys who do not reveal their ethnic background,
which could mean some of the data under-states the reveal figures by a small amount.
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in those five cities.25 Although the greatest concentration is in London, with more than
4 in 10 of the non-White population of England, for example, found there. 26
Further, ethnic minorities are disproportionately found in deprived areas. One analysis
found that the proportion of ethnic minorities living in deprived areas is double what
would be expected given the percentage of the UK population accounted for by such
communities. 27 Figure 4 helps illustrate this point. It shows the proportion of the UK
population living in the 10 most deprived neighbourhoods in England. It also shows the
proportions of people from different ethnic backgrounds in those same
neighbourhoods.
Figure 4: Breakdown of the population in the ten percent most deprived neighbourhoods in
England by ethnicity, 2019
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13.2%

14%
9.9%

9.0%

8%
6%
4%
2%
0%

All

Asian

Black

Mixed

White

Other

Source: ONS (2019). Ethnicity facts and figures.

The distribution of ethnic minority business ownership across communities
The ethnic minority business population of the UK is a complex mosaic. It comprises
both considerable ethnic and sectoral diversity. For example, it includes entrepreneurs
from long-established minority communities such as African-Caribbeans and South
Asians, alongside business owners from East Asia, Africa and European countries, who
have arrived more recently. 28
Figure 5 compares – across the period 2011 to 2018 – the proportion of the workingage population of the UK and various of the biggest constituent communities in Britain,
that are in self-employment.
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Figure 5: the proportion of the UK working-age population in self-employment and the
distribution of self-employment across the working-age populations of various communities in
the UK, 2011 - 2018
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Source: ONS (2020). Labour Force Survey.

As Figure 5 reveals, by 2018, just over 15% of the UK’s working-age population was
self-employed. This grew from just under 14% in 2011. However, among specific ethnic
minority populations the picture was more variable. For example, while 20% of those
of working-age from Pakistani and Bangladeshi backgrounds were self-employed in
2018, this was on the back of an overall decline of around 5% in self-employment
among those of working-age in those communities. In contrast, for example, among
the Black working-age population of the UK there was, overall, an increase in the
proportion that were self-employed of more than a quarter, between 2011 and 2018.
While, for those of an Indian background, there was a 13% increase in the proportion
in self-employment over the same period.
Figure 6 shows how the proportion of self-employed from ethnic minority backgrounds
breaks-down across a wider range of minority groups in the UK.
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Figure 6: distribution of EMBs with no employees between ethnic groups in the UK, 2020
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Figure 7 shows the scale of change in the self-employment, as proportion of the
working-age people in each of the sub-populations in the chart, between 2011 and
2018.
Figure 7: percentage change in self-employment in the proportion of the working-age
population of the UK and different communities within the UK, 2011 - 2018
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Source: ONS 92020). Labour Force Survey.

Of the populations for which data is highlighted, there was growth in self-employment
except among those from Pakistani and Bangladeshi community backgrounds, who
saw a proportionate decline in their levels of self-employment. Notably among those
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from the Indian and Black communities, comparative self-employment growth
outstripped the national average and the growth among White British over the period.
Figure 8 separates out some of the key trends in the UK’s ethnic minority owned SME
(with employees) population by showing how business ownership is distributed across
some of the largest ethnic minority groups in the UK and how it has changed over time.
Figure 8: the proportion of ethnic minority-led SMEs (with employees) that are from some of
the largest ethnic minority groups in the UK, 2014 - 2020
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Sources: Source: BEIS Longitudinal Small Business Surveys, 2014 - 2020

Figure 9 reveals the distribution of SME (with employees) ownership in more detail i.e.,
broken down across more ethnic minority groupings in the UK, for the year 2020.
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Figure 9: distribution of ethnic minority-led SMEs (with employees) across ethnic minority
groups, 2020
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Source: BEIS Longitudinal Small Business Survey, 2020

Figures 8 and 9 show that entrepreneurs of Indian background make up the largest
proportion of owners of SMEs (with employees). Further, Figure 9 indicates that the
proportion of ethnic minority SMEs (with employees) that are led by people from an
Indian background in particular, grew over the period by more than a fifth.
Figure 10 illustrates how ethnic minority business ownership is split across the
different SME (with employees) size categories.
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Figure 10: ethnic minority-led firms (with employees) of different sizes by ethnic groups,
2020
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Sectoral distribution of ethnic minority businesses
Despite comparatively high rates of entrepreneurship 29 many EMBs have (traditionally)
been in lower-growth, lower-return sectors. 30 Figure 11 shows the proportion of the
self-employed in the main sectors of the UK economy that are from ethnic minority and
non-ethnic minority backgrounds, in 2019. Figure 8 illustrates the proportion of SMEs
(with employees) in each of the main industries of the UK economy that are ethnic
minority-led.
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Figure 11: proportion of self-employed in the main sectors of the UK economy that are from
ethnic minority backgrounds, 2019
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Source: BEIS Longitudinal Small Business Survey, 2019

Figure 12: proportion of ethnic minority-led SMEs (with employees) in the main economic
sectors, 2019
Overall
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Source: BEIS Longitudinal Small Business Survey, 2019

Table 2 provides further sectoral detail. It lists the three sectors with the highest
proportion of self-employed people from ethnic minority backgrounds and the three
industries with the highest proportions of ethnic minority led SMEs (with employees)
in.
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Table 2: the industries with the highest proportion of EMBs
Self-employed

SME employers

Sector

% of selfemployed in the
sector

Sector

% of SMEs in the
sector

Health and social
care

8.2%

Health and social
care

8.2%

Retail and wholesale

7.8%

Information and
communication
technology (ICT)

7.9%

Information and
communication
technology (ICT)

7.5%

Accommodation
and food

6.7%

Source: BEIS Longitudinal Small Business Survey, 2019

The data presented in Figures 11 and 12 and Table 2 provide a useful overview of the
sectoral spread of EMBs, however, it fails to reflect the complexity of the sectoral
picture as the categories are not broken down into component communities.
Therefore, what cannot be observed is that entrepreneurs from the same background
often cluster in particular sectors or sub-sectors. For example, South Asian businesses
are frequently found in the food and hospitality and retailing sectors, 31 while BlackCaribbean entrepreneurs are represented strongly in the construction sector. 32
One notable observation is the high proportion of businesses in the ICT sector in the
UK that are EMBs - whether they be self-employed or SMEs (with employees) compared to the proportion of ethnic minority businesses in almost all other industries.
ICT is typically considered a “higher value added” sector. ix This prevalence in a sector
typically seen as one generating more “value added” could be reflective of the growing
body of evidence of more “break out” EMBs i.e., more ethnic minority firms expanding
into wider markets or starting-up in higher-value sectors where, traditionally, they
have been less likely to operate. 33

ix
Department for Digital, Culture, Media and Sport (DCMS) data suggests that “IT, software and
computer services”, for example, on average generated around £3.8 billion a month in GVA
between January 2019 and June 2021. Source: DCMS Sectors Economic Estimates: Monthly
GVA (to June 2021) - GOV.UK (www.gov.uk)

24

UNLOCKING THE POTENTIAL OF ETHNC MINORITY BUSINESSES

CHAPTER THREE – INDICATIONS OF A PROBLEM
Despite the substantial contribution to the UK economy and the societal benefits that
can accrue from ethnic minority entrepreneurship, there are indications that some
ethnic minority businesses are not reaching their full potential and therefore
individuals and wider society are missing out on the economic and social gains that
would otherwise accumulate.

Disparities in financial performance
Signs of disparities in entrepreneurial success were noted by the British Business Bank
(BBB) in their report “Alone Together”, which was published in 2020. It found that
business start-up rates were lower among entrepreneurs from Asian and Other
backgrounds, while Black and White entrepreneurs have similar levels of start-up
success. 34
Table 3 and Figure 13 illustrate how some of the key business metrics analysed by the
British Business Bank vary between different categories of entrepreneurs.
Table 3: median turnover and profitability of ethnic minority and non-ethnic minority SMEs,
2019

Median turnover

Median productivity

Asian and Other

£40,000

£17,500

White

£35,000

£22,222

Black

£25,000

£13,125

Source: British Business Bank. (2020). Alone Together.

Figure 13: profitability of male and female Asian and Other, Black and White owned SMEs,
2019
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Table 3 shows that Black entrepreneurs reported a median turnover for their business
of £25,000 in 2019, compared to £35,000 for White entrepreneurs and £40,000 for
Asian and Other ethnic minority owned businesses. 35 x
Figure 13 demonstrates that in 2019, more than 84% of White owned businesses were
profitable in the twelve months of trading prior to the British Business Bank research,
compared to 72% of Black and 62% of Asian and Other ethnic minority business
owners. 36
Areas such as London, where there is a high concentration of EMBs, were found to
have some of the worst business outcomes. Research by the British Business Bank
found that 71% of London-based SMEs reported making a profit compared to 84%
across the UK more generally. 37 It is unlikely to be a coincidence that London also has
the highest rate of business failure. 38

The “gap” in qualitative measures of success
There were also disparities in outcomes observed by the British Business Bank using
more qualitative measures of success. For example, in their research they found that
half of Black, and Asian and Other ethnic minority business owners reported “meeting
their non-financial” goals through their entrepreneurship,39 whilst for White business
owners the figure was 69%. 40
A notable geographical dimension is also evident in the British Business Bank findings
about which entrepreneurs most often achieve their “non-financial” objectives. It
identified that a lower proportion of business owners in London reported meeting their
“non-financial” goals, compared to those in the other parts of the UK. 41

Entrepreneurial intention
Other indications of the existence of “additional” challenges facing nascent ethnic
minority entrepreneurs are found in the disparity between levels of “entrepreneurial
intention” among ethnic minority groups and the levels of business ownership. 42 It has
been observed that, for example, the “Total Early-Stage Entrepreneurial Activity” (TEA)
rate among ethnic minority communities in the UK is 9.9, compared to 6.4 among the
UK population as-a-whole. 43 Yet, the government estimated that in 2017 - across both
self-employed and SME employers - ethnic minority led businesses accounted for
about 5% of the total number of enterprises. 44 This suggests that the higher than
average rate of “Total Early-Stage Entrepreneurial Activity” among ethnic minorities
does not – ultimately – appear to feed through into higher rates of business
ownership. 45 This suggests that there is some malfunction in the pre-start-up and
start-up phases of entrepreneurship that hinders those nascent entrepreneurs from

x The higher likelihood of EMBs being sole trader enterprises and – on average – having lower
turnover than non-ethnic minority businesses has been observed by many researchers over
decades. However, as the British Business Bank data shows, when “broken down” into more
granular categories the picture can become more complex. Reinforcing the concern of many
scholars of a lack of adequate detailed data on EMBs in the UK. Source: Ram, M and Jones, T.
(2009). Ethnic Minority Business in the UK: A Review of Research and Policy Developments.

26

UNLOCKING THE POTENTIAL OF ETHNC MINORITY BUSINESSES

pursuing their aspirations and aims. A report published by the Federation of Small
Businesses described this phenomenon of the “gap” between intentions and what
actually occurs as “thwarted entrepreneurial intentions”. 46

The potential gains from more EMBs and higher average productivity
EMBs
The likely gains from an expanded and more productive EMB population could be
significant for the UK economy. For example, if the median productivity of the current
stock of EMBs (estimated to be operating in the UK - see Figures 2 and 3) grew to
match that of the current median productivity of White-owned businesses (as
estimated by the British Business Bank - see Table 3) EMBs might have added £3.3
billion extra to the economy in 2020. If the balance among the EMB population shifted
towards more ethnic minority-led SME employers and fewer self-employed, perhaps
because there were more “break-out” EMBs, the gains would likely be greater still.
Further, if the proportion of the ethnic minority population had a business ownership
rate equivalent to that of the majority population (approximately 14.5%) xi - and the split
between self-employed and SME employers remained as now – in 2020 there could
have been (somewhere in the region of) an additional 319,000 EMBs in the UK,
including 240,000 additional self-employed and 79,000 SME employers. xii If the
productivity of these businesses matched the current (estimated) median productivity
of White-owned firms, the UK economy could have gained an extra £7 billion in output.
The accumulated benefit after 10 years would be an economy that was £70 billion
larger than it might otherwise have been.
The “ball-park” estimates outlined above offer an indication (nothing more) of the
potential scale of the benefits to the UK of an economy with more EMBs and more
productive EMBs operating in it. This may be because more EMBs have “broken-out”
into wider markets or started-up in “higher value” sectors where there are,
traditionally, fewer EMBs. Whatever the route to a larger quantity and more productive
EMBS, the gains from both look to be significant.

xi
This is the proportion estimated by the Department for Business, Energy and Industrial
Strategy (BEIS) in 2017, and is chosen deliberately as both an official and conservative figure.
Source: Support for ethnic minority entrepreneurs helps 11,000 businesses get off the ground
- GOV.UK (www.gov.uk)

The impact of Covid-19 on the economy last year necessarily makes these figures suggestive
at best, as the economy went through an unprecedented period of turmoil which had significant
implication for self-employment and SMEs and ethnic minority communities in particular. The
full consequences of which are unlikely t be fully know for a number of years.

xii
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CHAPTER FOUR – THE DRIVERS OF ENTREPRENEURSHIP
Three kinds of entrepreneurship
There are many reasons why individuals (or teams) want to start a business.
Substantial literature has built up around examining this issue. Broadly, three types of
entrepreneurship have been identified: xiii 47
•

Growth orientated entrepreneurship

•

Improvement driven entrepreneurship

•

Necessity driven entrepreneurship

Box 2: drivers of the three “types” of entrepreneurship
Motivations for starting-up a business are generally classified into
“opportunity” or “necessity” reasons, or “pull” and “push” factors. 48
“Opportunity” or “pull” reasons include “autonomy”, income or wealth gains
and “recognition” or “status”. 49 The literature finds that “autonomy” is the
most frequently cited reason why people start up a business.50
“Push” or “necessity” factors can include unemployment, or the prospect of
unemployment, or exclusion from the labour market entirely 51, as well as other
financial difficulties that require more income to deal with.
Other factors that influence the decision and subsequent action(s) taken to
start-up a business include:
•

“Cost-benefit” assessments based upon likely “net gains” from being an
entrepreneur, whether they be financial or other. 52

•

Psychological reasons based around personality and motivations such as
the desire for status, or to achieve goals or to take risks.

Source: Hessels, J. et al. (2008) Entrepreneurial aspirations, motivations, and their drivers.

The main motivations for ethnic minority entrepreneurship
Recent research by the British Business Bank looked more specifically at the
motivations behind ethnic minority entrepreneurs. It found a lot of congruence with
the findings of the broader evidence on drivers of entrepreneurship. Specifically: 53
•

The most frequently cited reason for starting a business among Black, Asian
and Other, and White entrepreneurs was “to do it for myself”.

•

The second most often given answer as to why the entrepreneurs went into
business was “more control”.

•

The third most popular motivation for beginning and running a business was
“for financial reasons”.

For most entrepreneurs the motivations for entrepreneurship are complex, with entrepreneurs having
multiple simultaneous motivations falling into more than one of the categories.

xiii

28

UNLOCKING THE POTENTIAL OF ETHNC MINORITY BUSINESSES

The role of “necessity” in ethnic minority entrepreneurship
Some entrepreneurs are “necessity” driven.54 Being “pushed” into starting-up a
business through circumstances was the fourth most frequently given reason why a
business was started, in the British Business Bank report “Alone Together”. One study
found a strong link between geographic location (and the deprivation in those areas
that ethnic minorities experience) with levels of entrepreneurship. 55 Necessity,
however, tends to be a more frequent driver of entrepreneurship among newer migrant
groups rather than ethnic minority communities that have been established in a
country for more than one (and often for multiple) generation(s). However, wherever
labour market opportunities are limited, where there is deprivation and there is
perceived or actual discrimination (among other factors) entrepreneurship will always
remain an option that some people will choose as the way they believe they can best
“make a living”. 56
The “necessity” driver was particularly focussed upon in the roundtable, as the
motivations and circumstances of the entrepreneur have a significant bearing on the
likelihood of starting up successfully, and making the business a long-term “going
concern”, as was noted by a contributor:
“…the business is…[often]…born out of necessity. These people aren’t
business people…half-baked ideas, if you keep in the oven long enough
become cooked. We’ve got to have a shift, from currently what happens…”

Those from ethnic minority communities who find themselves “pushed”, through
circumstances, into taking the route of entrepreneurship are frequently ill-prepared for
it, compared to those who have taken the decision more pro-actively and have mainly
been driven by “pull” or “opportunity” factors and who come from circumstances that
are more conducive to starting a business i.e. they have, among other things, a helpful
educational and occupational background, a wide and established social network, a
degree of leadership and management experience and some financial resources that
will make it easier to navigate the difficulties of the pre-start-up, start-up and growth
process:
“…from a person that has no network…whose ideas are born out of necessity,
who then have, because of circumstances, a terrible credit rating...they’re not
going to get any money….[from a bank]… What we need to spend time on is:
how do we actually deal with those things..?”

Economic conditions
The prevailing economic conditions in an economy are also determinative of
entrepreneurship levels, including entrepreneurship among ethnic minority
communities. Evidence from one analysis suggested that economic conditions could
be particularly important in increasing the quantity of “break out” EMBs, into higher
value sectors. 57
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CHAPTER FIVE – A CONSENSUS ON THE PROBLEMS
A key message that came through clearly from the roundtable discussion, was that
there is considerable consensus amongst those who work on the topic of EMBs about
what the challenges are that such businesses face. Further, this consensus has been
evident for some time.
The obstacles to starting-up and growing a business, especially for some ethnic
minority entrepreneurs, are multiple and interconnected. They span a number of
dimensions, as was noted by one academic: 58
“EMBs continue to face barriers in relation to access to finance, the often
narrow markets and sectors that they serve, and management competencies
and practices...”

Further, the salience of one or more factors over others varies across individuals and
families within and between ethnic minority communities. Consequently, achieving
the goals of more ethnic minority entrepreneurship and greater amounts of commercial
success among more of the EMB population will require the addressing of multiple
problems in parallel.

The complexity of the challenge
The entrepreneurship landscape in general is complex and the ethnic minority
entrepreneurship and business ownership picture adds further complexity. Existing
research suggests that individual psychological, social, demographic, geographical,
financial, and external economic conditions influence levels of entrepreneurship
among ethnic minority groups. As the number of factors “at play” increases, overgeneralisation is unhelpful when deliberating on both the nature of the problems facing
EMBs and the scope for useful policy interventions.
Outcomes vary considerably
It was noted by more than one roundtable participant that whenever such issues were
being discussed and when policy responses contemplated, it was important to
understand the varied business picture within and between different minority
communities in the UK. As one attendee stated:
“…there are different outcomes for different ethnic minority groups. It’s
always a bit dangerous starting to lump everyone in together and describing it
as one common problem”.

For the same reason, another added:
“…the general EMB approach needs to be broken down.

A third contributor highlighted that:
“…there are different outcomes for different ethnic minority groups. It’s
always a bit dangerous starting to lump everyone in together and describing it
as one common problem…I think, therefore, in designing polices you have to
bear in mind that outcomes for different groups can be somewhat different”.
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Circumstantial drivers of different entrepreneurial experiences and outcomes
The individual socio-economic factors that affect the ethnic minority entrepreneurship
experience, include: gender (which is its own complex picture as ethnic minority
women entrepreneurs can face additional challenges – see Chapter Seven), social
capital (i.e. networks), educational attainment, proficiency in English and occupational
status 59 as well as pre-existing resources. 60
In addition, it has been suggested by some that the origin of the entrepreneur (i.e.,
whether they are a recent migrant or not) plays a role in the entrepreneurial experience
and the ultimate extent of success.61 While psychological factors – which are more
difficult to identify and analyse (see Box 2) - also have a bearing.
Sector
Sector is another variable that plays a role in determining the entrepreneurial
experience of and ultimate outcomes for ethnic minority entrepreneurs. 62 EMBs,
historically, tend to be found in low valued-added sectors, where intense low margin
competition prevails 63 and entry barriers are relatively low. Further, EMBs frequently
find themselves in market niches which can compound the already challenging
circumstances of operating in a low value-added, low margin sector.
However, as noted earlier in this paper, below the “big picture” the landscape is
somewhat more nuanced. For example, entrepreneurs from some ethnic minority
backgrounds tend to be found more often in some sectors rather than others. 64
Suggesting the likely influence of sector on any individual business experience varies
depending other factors.
Despite the subtleties, sector remains a central factor influencing entrepreneurial
experiences and outcomes and this was acknowledged by several contributors, with
one contributor, for example, arguing that:
“We need separation between the kinds of businesses…often the people who
get into the tech world have done research into financing and so on.
[Separately]…there is this traditional group who are being forced to set up
businesses through their own circumstances…”

For policymakers concerned to identify what role policy might play towards EMBs,
more subtle analysis of the influence of sector on the entrepreneurial experience than
is sometimes undertaken, will be a helpful tool.

The finance barrier
Financing is a challenge for many start-ups and smaller and medium-sized businesses.
Factors associated with less access to debt finance include:
•
•

Age and size of the business. The younger and smaller the enterprise the more
it is likely to struggle to get external debt financing. 65
“Innovativeness” and fast growth. 66 These two factors have also been linked to
difficulty in accessing bank finance.
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•

Geography. Firms in peripheral and rural areas - especially if they’re young and
innovative too - will often find obtaining bank financing more challenging than
those in more urban areas.67

Access to finance has been, historically, an even greater problem for EMBs. 68 Further,
an inability to capitalise a business properly especially in the start-up phase is a
significant barrier to the successful establishment and growth of an enterprise. 69 One
of the contributors to the roundtable noted the long-standing issues with financing
entrepreneurs in general and ethnic minority entrepreneurs in particular, stating that:
“We’ve got this brilliant…[finance]…eco-system in the UK, but not everyone is
part of it”.

Variation in access to finance between different ethnic minority communities
However, as with many other aspects of ethnic minority entrepreneurship the picture
is not a straightforward one. The challenges to accessing debt finance in particular,
vary considerably across different ethnic minority groups.70 One study, for example,
suggested that Business people from an Indian background were less likely to be
refused a loan than their White equivalents.71 However, entrepreneurs from Black
African backgrounds were the most likely to be refused a loan, compared to White
entrepreneurs. 72 The same study suggested that “standard risk factors” explained
much of the access to finance discrepancy. 73 Nevertheless, the study established that
ethnicity remained a factor in “discouragement” (see more on this below).
Informal finance
The access-to-finance picture for ethnic minority entrepreneurs is further complicated
by the role that informal financing plays. Enterprises initially funded with monies from
“friends and family” can obviate the need for bank financing (at least in the early
stages). As such, it helps with accessing formal channels of external finance later on.
The importance of informal “friends and family” funding was noted by one roundtable
attendee, who said:
“You[‘ve]…[got someone]…who has started a business from an idea,
something that is very personal…often there isn’t enough financing to go
through that process…often there are groups of friends or networks where you
can take £2,000 here, £5,000 there and raise a decent sum of money…to kick
start the business, for them to get enough framework and process to then go
to the bank”.

However, for others this kind of informal financing is not available, as another
participant highlighted:
“For socio-economic reasons some members of our society do not have
access to that friends and family money and so some sort of fund enabling
would be very important”.
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There are differences, between ethnic groups, in the opportunities for accessing
informally supplied capital, as was observed by a contributor:
“We are hearing about the family and friends money issue…if you look at some
communities they have very little difficulty in putting family and finds money ,
in particular, in Asian communities for example. It is quite common practice. A
lot of the banks would see propositions come in from those communities
where there is a lot of friend and family money put in upfront. But that doesn’t
apply across the piece”.

The significance of “discouragement”
The would-be entrepreneurs who are in the most difficult circumstances are often the
least well equipped to navigate the formal financing market and “discouragement”
from even trying to obtain debt finance for example, is common. Consequently, it helps
stifle entrepreneurial ambitions, as was highlighted by another roundtable attendee:
“The systemic nature of the problems…one area…in relation to access to
finance is the profound and enduring discouragement and access to
finance…”.

“Discouragement” is a phenomenon that has been observed in much of the research
on ethnic minority entrepreneurship and access to finance.xiv It is, in-part, the result of
a wary attitude among some people from ethnic minority communities towards banks,
as was pointed out in the roundtable discussion:
“…we cannot forget is these huge groups of people who have great ideas, who
are trying to push it through who are fearful of working with banks”.

The extent to which perceptions of or actual discrimination is a key driver of
“discouragement” is debated.xv In addition to the discrimination issue, other factors
influencing “discouragement” were raised at the roundtable. They include a deep
reluctance to take on debts, as another expert event pointed out:
“…there’s a fear of debt, taking that on, particularly when you need the money
to flow and that’s why there was some reluctance even about those Bounce
Back loans”.

44% of Black African, 39% of Black Caribbean, 31% of Bangladeshi, 21% of Pakistani and 9%
of Indian firms - compared to 4% of White owned businesses - reported that the “fear of
rejection” had stopped them from applying for loans that their businesses actually required.
Source: Kon and Storey (2003) cited in Carter, S., Mwaura, S., Ram, M., Trehan, K and Jones, T.
(2015). Barriers to ethnic minority and women’s enterprise: Existing evidence, policy tensions
and unsettled questions. International Small Business Journal. Vol 33. No 1.
xiv

Fraser (2009) argues that one reason EMBs may be “discouraged” to apply for finance by their
own perceptions of the possibility of discrimination. Source: Carter, S., Mwaura, S., Ram, M.,
Trehan, K and Jones, T. (2015). Barriers to ethnic minority and women’s enterprise: Existing
evidence, policy tensions and unsettled questions. International Small Business Journal. Vol
33. No 1.

xv
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A further deterrence to entrepreneurs is the complexity of the financing process. A
roundtable contributor argued that:
“…there [i]s discouragement because of complexity, sometimes it’s…you fill
out the form, then they ask for more and more and then the answer is ‘no’”.

An additional complicating factor alienating some potential entrepreneurs is the
language used by financiers to talk about business and financing, as was noted by one
attendee:
“The finance and the investment community use a different language…this is
not how most people talk about business and growth and investment and
opportunity. There’s a job to do there to improve…access”.

Those minority entrepreneurs who have taken forward the idea of a business – at least
partly – because their circumstances and also attempt to obtain debt finance from a
bank, can find it very difficult to navigate the process because of their lack of
experience and consequent knowledge and skills about “selling” their idea in the best
way to financiers. He noted that the experience can be visceral, stating that a nascent
entrepreneur in such circumstances is often:
“…scared, you don’t want to say something wrong…and you end up packaging
your idea in way that you lose the passion for it, yet, the bank manager is
actually looking for the passion…”.

Debt finance from banks
The approach to lending by banks plays a role in creating the difficulties some
entrepreneurs face in accessing debt finance, especially where the nascent
entrepreneur has little or no collateral to offer to a lender. 74 The absence of collateral
makes it hard for a bank to lend to a business, as was explained by another roundtable
participant:
“…from a traditional lending perspective, debt providers are looking for some
risk-sharing with the business owner. They’re not equity providers. They’re not
in the business of lending people who just approach them with good idea. Their
question is, how much of your money are you putting into this? And your
answer is none, I’d just like you to give me 100% of the money…[and]…When
they’re being charged a relatively small amount of interest the risk of that
severely outweigh any sorts of returns on it”.
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Analysis from UK Finance and published in 2020 showed that the debt financing
facilities picture was a complex with numerous variables “at play”. The report observed
that ethnic minority businesses were: xvi 75
“…less likely to end the process with a facility (46% vs. 74% of all
applications), primarily because they were less likely to be offered the facility
they wanted (35% v 67% overall)…Further analysis suggested that ethnic
minority SMEs that were young, growing and developing rapidly might be less
likely to be successful with an application, while those exporting, holding
Intellectual Property, with £10,000 or more of credit balances or a female
owner, might be more likely to be successful”.

As a result of the “lending model” used by many retail banks, those from ethnic minority
communities with start-up ambitions, but who are unable to access sufficient “friends
and family” money and with little pre-existing collateral, face substantial barriers to
obtaining debt financing. At the same time, as a different roundtable attendee noted,
banks have to operate prudently:
“…For this group, do we need to create a framework for this particular
group…[however]…business is still a business, there can’t be this emotional
tie to it…”.

Consequently, there is a balancing between access to conventional credit and
supporting entrepreneurs in general and ethnic minority entrepreneurs, in particular
those in the most difficult of circumstances i.e., who are not well-placed to navigate
the banking system and whose circumstances mean they do not have collateral to offer
nor a large stock of human capital to utilise.
The challenges do not end there, however. Among those who might have failed to
obtain financing the first time but have perhaps improved their business plan, obtained
some mentoring (or other support) and built up their self-confidence, there can still be
obstacles that stand in the way of accessing loan finance at a second or third attempt.
The banks approach to lending tends to be unsympathetic to those who failed to
navigate the process in the right way the first time and have had to “learn” the system
“by doing”. As one expert at the roundtable put it:
“…the chances of obtaining funding are better if you get it right first time with
your proposals. Lenders get a bit wary if they see the half-baked ideas that are
not well thought through, and yes…[someone]…can go away and refine them
but if you go back to the same lender, three or four or five times they start
losing faith in the ability of the business to turn the plan into reality. Support
the idea of mentoring and that idea of getting them to kick the tyres of idea”.

The authors of the report nuanced their points about access to financing facilities by noting
that: “…base sizes are limited, and the SME Finance Monitor survey cannot include questions
on every aspect of an SME that might be pertinent to an application for finance”. Source:
BVABDRC_SME_Finance_Monitor_EMB_2020_FINAL.pdf (bva-bdrc.com)
xvi
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One roundtable contributor indicated that such difficulties with financing were part of
a wider commercial culture in the UK that was averse to seeing initial failure as a
learning opportunity:
“It’s fairly well known…that in the US, their culture is more tolerant of business
failure, that’s not always the case in the UK…and its perhaps more difficult…[in
the UK]…for those whose first business venture perhaps didn’t go so well…if
you’ve tried once and failed and ended up with some money being owed to
folks your chances of obtaining funding for your second venture can be very
challenging…”.

Data inadequacies
The issue of inadequate quality data is a problem that hinders access to finance for
EMBs. Banking services rely on data to build the risk-models that inform the decisions
made about offering finance facilities to entrepreneurs. 76 77 xvii Where data is
unavailable or inadequate those judgments about lending risks will be distorted. One
of the roundtable contributors pointed out that:
“…Lending decisions by banks, non-banks and challenger banks is such that
they don’t collect data on individuals or firm’s ethnicity and it plays no part in
any decision-making. But things that do influence decision-making is the data
they can see about the business or the individual in question. This sometimes
gets forgotten…if those who want to use data to make lending decisions can’t
see you. It becomes increasingly difficult to make decisions”.

For lending institutions, the issue isn’t always access to useful public data. The
difficulty can be the availability of personal financial data that has not been previously
generated by a nascent entrepreneur or already operating business. However, good
quality public data can be helpful. For example, credit ratings can be influenced by
information on public databases such as those held by Companies House.

The intangible barriers
In addition to the more obvious financial obstacles facing many ethnic minority
entrepreneurs, there are other often more intangible (but no less real) challenges,
which inhibit the growth in the numbers of start-ups and the ability of existing EMBs
to grow as much as they might otherwise do.
Aspiration and confidence are important foundations of successful entrepreneurship
It was noted by one participant argued, that it is not a lack of good ideas for businesses
that is a constraining factor on nascent entrepreneurs from ethnic minority
communities, arguing that:
“I don’t think ideas and the people starting a business is not the issue, there
are new businesses being started all the time”.

While there has been considerable centralisation and standardisation of bank lending
decision-making, most notably since the financial crisis of 2008, some research suggests
there is still a contributory role for discretion in decisions. Source: Wilson, F. (2016). Making
Loan Decisions in Banks: Straight from the Gut?. Journal of Business Ethics. Vol 37. No 1.
xvii
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It was suggested that the issues of aspiration and confidence to pursue that aspiration
are significant inhibiting factors on the entrepreneurship of some budding
entrepreneurs from ethnic minority backgrounds. The absence of the aspiration to
start-up a business and a positive outlook underpinning a high degree of determination
is going to make a difficult task more challenging 78 as was noted by one attendee at
the roundtable:
“…they’ve not even been given the aspiration that they can actually do this”.

There was a widely held view among a number of the experts at the event that there is
a shortage of confidence, among some potential entrepreneurs, about taking a
business idea forward and engaging with mainstream institutions that, for example,
fund and provide support to start-up businesses. As another contributor pointed out:
“This issue of discouragement is having a seriously detrimental impact on
Black and ethnic minority businesses…it means good, fundable…businesses
aren’t getting the finances they deserve and they are merited because they’re
discouraged…”.

The aspiration and confidence “deficits” are at least in-part a symptom of other
challenges, such as a lack of business skills and little or no access to good quality
supportive networks where there are often encouragement, role models, access to
potential customers and other kinds of assistance. As a further participant highlighted:
“…it’s often at the point that people are considering getting into
entrepreneurship that they’ve not been given the skills that they need…”.

Role models and mentoring
Role models and mentoring can be important drivers of the aspiration to start a
business, help generate the self-confidence to “have a go” 79 and influence the
likelihood of ultimate success.80 Exposure to successful role models in business,
whether they be parents, other relatives or family friends can spur on younger
generations to also start businesses.81 In addition to the helping establish aspirations
and build-up confidence role models and mentors can help with the transferring of
important skills that also help contribute to commercial success. In addition, mentors
in particular can provide access to new networks which an entrepreneur can utilise.
It was suggested at the roundtable that efforts to encourage ethnic minority
entrepreneurship and business success should be focussed upon mentoring and
similar kinds of help, that have been identified as playing an important role in
encouraging entrepreneurship. As one roundtable attendee pointed out:
“There’s a big piece about recognising the need for more pastoral support,
recognising the need for representation, recognising the need for
training…knowledge and advice network as well as capital…”.

Another made clear that:
“Across the board, mentorship is highly valued…that access to someone who
can be that connection is really important”.
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While a further participant suggested that:
“The biggest part…[is]…the amount of…fabulous ideas that will end up, and
currently are, on the cutting room floor, because there’s no access
to…support, expertise to help navigate to get to that place”.

Social networks
Social capital, in the form of social networks, is often seen as an important factor in
successful entrepreneurship. 82 Good quality networks can provide both support and
access to commercial opportunities.
The evidence on the importance of social networks in the ethnic minority business
context suggest that they can be both a benefit and a dis-benefit for EMBs. On the one
hand they can provide support of all kinds – access to additional resources, enable
entrepreneurs to acquire specialist skills in some industries and facilitate competitive
advantage. 83 On the other hand, some scholarship suggests they can also be a
“limiting factor” on expansion in some circumstances. For example, involvement in
social networks can lead to business decisions (e.g., around hiring) being taken that
are not always the best for the business because they are made on the basis of
obligations incurred through such networks. 84 85 The evidence also suggests that there
can be a generational difference in the degree to which and ways that younger EMBowners are likely to utilise social networks compared older generations of ethnic
minority entrepreneurs. 86
The density and utility of social networks also varies by community with considerable
variation across different ethnic minority groups. 87 Therefore the access to and the
scale of any positive impact that can accrue from such networks - or the dis-benefits
that can arise - on entrepreneurship rates is likely to be different depending on the
community in question.

Signalling and skills barriers
There are a range of other barriers that hinder the success of some ethnic minority
entrepreneurs that policymakers need to consider addressing, if they are to help
ethnic minority businesses reach their full commercial potential and contribute more
extensively to national economic prosperity.
Trade and professional bodies and external advice
Research suggests that participation in business organisations and trade and
professional bodies helps businesses by evidencing competence and building trust
among wider groups of (potential) customers. 88 The observed lack of engagement by
many ethnic minority entrepreneurs with these kinds of institutions can hinder the
opportunities for potential “breakout” businesses to do so.
Further, for a long time there has been disparity between ethnic minority and nonethnic minority owned businesses in the utilisation of formal business support
services. 89 This can be detrimental because such services are associated with
entrepreneurs subsequently undertaking positive business activities such as
“business development measures”. Analysis by the British Business Bank suggested
that 50% of aspiring entrepreneurs that accessed “advice or assistance” undertook
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four or more “business development measures” compared to 29% of those who did
not access any “advice or assistance”. 90 Among those already running a business, 73%
of those who took “advice” or had accepted “assistance” were able to undertake four
or more “business development measures” in a 12-month period, while a substantially
lower 53% of firms that did not get “advice or assistance” undertook four or more
“business development activities” over the same period. 91 In addition, for Asian and
Other businesses in particular the British Business Bank noted in its research, getting
“advice or assistance” was strongly linked to higher profitability. 92
Leadership and management
Deficiencies in leadership and management skills, including human resource
management capabilities, hold back some EMBs. 93 It is seems clear that there is a link
between higher levels of achievement in education and occupational background and
more EMBs in the higher value added industries. 94 Further, many of the most
successful EMBs are those that are well managed, taking a strategic approach to the
business (utilising diversification of customer bases 95) and use of labour, 96 including
broadening the recruitment to and effective management of the workforce. 97 98 Poor
quality human resource management in particular, it has been argued, is one reason
why many EMBs end up as high employment but low turnover businesses. 99
Language skills
Language skills are a key component tin business success for EMBs. Language
barriers, i.e., poor proficiency in English, for example, can make it more challenging to
“reach” outside local niche markets that are (largely) congruent with the community
that the entrepreneur is from. 100 Inevitably, this kind of limitation constrains the scope
for business expansion. Further, an inability to speak English sufficiently well is likely
to hinder the scope for identifying and navigating opportunities for accessing formal
external finance 101, business support and other products and services that could
enhance a business’s competitiveness.
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CHAPTER SIX – THE CASE OF FEMALE ETHNIC MINORITY
ENTREPRENEURSHIP
Female owned businesses
Entrepreneurship among women in the UK, is significantly lower than it is among men,
with just over a third (37%) of SMEs being female-led. 102 The Treasury commissioned
Alison Rose review into female entrepreneurship found that: 103
“…only 1 in 3 UK entrepreneurs is female: a gender gap equivalent to ~1.1 million missing
businesses”.

Analysis suggests that women are much less likely to “act” on “entrepreneurial
intentions” than men. 104 The Rose Review, using Global Entrepreneurship Monitor
(GEM) and ONS data, calculated that there was a more than five percentage point
difference between the intentions of men (14.3%) and women (8.6%) to start-up a
business in the subsequent three years. 105 Further, it reported that while just over 5%
of women in the UK reported to GEM that they had started a business, more than 11%
of men had done so.106 Using the “entrepreneurial intentions” data the Rose Review
estimated a “conversion rate” between “intentions” and starting-up of 65% for women
and 78% for men. xviii
The success of female-led businesses
Further, the Rose Review noted that:107
“Female-led businesses are only 44% of the size of male-led businesses on average, in
terms of their contribution to the economy, and male SMEs are five times more likely to
scale up to £1million turnover than female SMEs”.

The British Business Bank has estimated:108
•

The median turnover for female-owned businesses is around a third of the
median turnover of male-led enterprises.

•

Female-run enterprises are found, proportionately, more often in five out of the
six lowest productivity sectors and the productivity of female-led firms is less
than half the productivity in male-run enterprises.

Motivations for female entrepreneurship
In contrast to male-led start-ups, women are more likely to be “pushed” into starting
a business for necessity reasons e.g., as a way of earning income while balancing
family responsibilities.
Further, the “pull” or “opportunity” focused motivations tend to be less financial for
women than for their male counterparts. The “opportunity” or “pull” motivations most

These “conversion rates” are based upon calculations made in the Rose Review, which were
derived from data published by the Global Entrepreneurship Monitor. Source: Global
Entrepreneurship Monitor. (2018) cited in Rose, A. (2019). The Alison Rose Review into Female
Entrepreneurship.

xviii
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prominently driving female entrepreneurship include “esteem”, “status” and
“fulfilment”. 109
Barriers facing female entrepreneurs
The literature has identified a number of persistent barriers to female entrepreneurial
success. Although debate still continues over the extent of the importance of some
factors. Table 4 gives a brief overview of some of the most salient identified in the
existing research.
Table 4: summary of some of the main barriers to female entrepreneurship

Barrier

Summary

Family

The degree to which family life is a constraint on
successful entrepreneurship is contested and varies
depending on other factors such as the stage of life
that a woman is at.110

Finance

There are barriers to accessing finance for female
entrepreneurs, however, these are often found in the
terms on which formal finance by banks for example, is
offered, rather than an inability to access any form of
debt financing at all. 111

Culture

Some scholars have suggested that the predominant
culture in some (traditionally male-dominated) sectors
has acted as a barrier to entry for women. 112

Growth ambitions

Others have argued that some female entrepreneurs
resist growth beyond a certain point because of the risk
it poses to other factors they value such as the quality
of a business’s products or services.113 It has also been
argued that female business owners have a tendency to
focus on improving non-financial outcomes such as
customer service. 114

Human capital, leadership
and management

Similar to entrepreneurship more generally and EMBs in
particular, the research suggests that human capital
(e.g. education levels) and leadership and management
skills are also barriers for female entrepreneurs. 115

Social capital

Measures such as mentoring have been linked to
increased female business success. 116 So too have
levels of social capital including the cultivation of
networks 117 which help, for example, build resilience for
a business.

Source: Wishart, M. (2018). Under-represented entrepreneurs: A literature review.
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Ethnic minority female-owned businesses
Female ethnic minority entrepreneurs not only face the challenges associated with
female entrepreneurship but also those associated with ethnic minority business
ownership. As one contributor to the roundtable argued that there needs to be some
recognition of:
“…the intersection of…women, ethnicity and social background…you’ve got to
think about all those three interconnecting…and what that means…”

The female ethnic minority business landscape
A recent report for the Federation of Small Businesses (FSB) noted that, in 2018, there
were around 42,000 female ethnic minority-led enterprises. This equated to 17% of all
ethnic minority run businesses in the UK. 118 Most of those female ethnic minority firms
were sole-traders, rather than businesses with staff. 119 The same report estimated that
the share of the total businesses in the UK that are female-led is marginally higher than
the proportion of female-led businesses among the EMB population. 120
Business outcomes for female ethnic minority entrepreneurs are often worse than for
their male counterparts. Analysis conducted by the British Business Bank 121 suggested
that, in 2019, more than a third (37%) of Black female-led enterprises failed to make a
profit in 2019, compared to just under a quarter (24%) of Black male-led enterprises. 122
Slightly more than a third (36%) of female Asian and Other-led firms failed to make a
profit in 2019. 123 The same British Business Bank report estimated that the median
productivity of a female Asian and Other Ethnic Minority-led business in 2019 was
£5000.124 The median productivity of all female-led businesses in the UK was around
£12,000. 125
A 2020 report published by the Federation of Small Businesses suggested that femaleled businesses were less common in the Asian/Asian British community overall,
compared to other ethnic minority groups.126 However, the report remarked upon
significant growth in female Asian/Asian British entrepreneurship in recent years. Such
businesses now account for 39% of all Asian/Asian British enterprises in the UK. 127

The nature of female ethnic minority businesses
As with EMBs more generally, there are certain characteristics associated with femaleled EMBs that are closely associated with the degree of commercial success the
business is ultimately likely to enjoy. These variables include the sector in which the
enterprise is operating, 128 the skills and experience of the staff they employ (where
they do employ workers), the size of the business 129 and geography i.e., where the
business is located.130 Similarly to the wider EMB population these factors are such
that they often constrain commercial success.
However, it should be noted that – as with the broader EMB picture – there is some
nuance (at least at the margins) to the female ethnic minority-led business picture
outlined above, that should be acknowledged. One study has suggested that, among
the higher growth sectors, there is a greater proportion of female EMBs, than their
share of the EMB population more generally.131
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The combination of gender and being from an ethnic minority
background
The biggest challenges are faced by female ethnic minority entrepreneurs
Despite the positive note about female-run EMBs in higher growth sectors, overall the
confluence of factors (described in this chapter) that impact female ethnic minority
entrepreneurs can make success more difficult to achieve. So much so that the British
Business Bank observed that:132
“…Outcomes are worst for Black, and Asian and Other ethnic Minority female
entrepreneurs…”

Further, the factors key contributors to the poorer outcomes experienced by female
EMB owners such as limited opportunities to accumulate human capital, part-time
working, low household income and caring responsibilities, sector, size access to
finance and social capital are, are interlinked and mutually reinforcing. As highlighted
by the British Business Bank points out that:133
“…gender disparities persist…having less education, a low income, and living
in a deprived area are connected to each other. They are also correlated with
coming from an ethnic minority background. Working part-time, spending time
in caring roles, and working in lower productivity sectors are connected to
each other. They are also correlated with identifying as female. Each of these
effects leads to worse entrepreneurial outcomes”.

Evidence
A persistent point in the existing research on female EMBs is the lack of detailed
research and adequate sources of data that can be interrogated and on which analysis
can be based.134 The “data challenge” around female ethnic minority business further
reinforces the wider point that the quality of data collected and available about EMBs
in the UK in general and the various sub-populations of UK EMBs falls short of what is
needed by policymakers and researchers to develop the optimal granular picture of the
EMB landscape.
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CHAPTER SEVEN – THE CHALLENGES FOR POLICYMAKERS
Academic Sara Carter has described the policy problems around ethnic minority
entrepreneurship in the following way: 135
“Policy within the field of diversity and enterprise is characterised by a number
of tensions and unresolved questions including the presence of perceived or
actual discrimination, the quantity and quality of ethnic minority and womenled businesses, potential market failure in the support provided to diverse
enterprises and the substantive uniqueness of ethnic minority…led
[e]nterprises”.

For many at the roundtable, the ultimate challenge for policymakers (and other
stakeholders with an interest in greater levels of EMB success) was summed up
succinctly by one of the contributors:
“…fundamentally, the question is, how did we get into a societal situation
where we take someone that is enthusiastic…[with]…a great idea to find[ing]
a way of unintentionally killing that idea?”.

In other words, the current “business eco-system” frequently “lets down” both
nascent and currently operating ethnic minority entrepreneurs, in two ways:
•
•

Firstly, potentially viable business ideas fail to be taken forward i.e.,
entrepreneurial intentions are thwarted.
Secondly, the growth and profitability ambitions of some EMBs fails to be
fulfilled and prospective commercial success is curtailed.

Therefore, roundtable participants were keen for policymakers to consider ways that
government (and other state agencies and associated organisations) could help
ethnic minority entrepreneurs in ways that would be effective and avoid being counterproductive.

The problems at the policymaking level
The discussion at the roundtable focussed on what was seen by many of those there
saw as the emergence of a policy vacuum towards EMBs after 2010 and which has
persisted since then. Before 2010, it was argued that a policy focus on EMBs had seen
a range of efforts made to support ethnic minority entrepreneurship at national,
regional and local levels.
The decline of specific interest in EMBs came about alongside the changes to small
business support and local economic policy structures across England that followed
the Coalition Government of 2010 to 2015. xix

Scotland, Wales and Northern Ireland followed a somewhat different path to England.
Scottish Enterprise, Business Wales and InvestNI remain active agencies looking to support
entrepreneurs of all kinds, including those from ethnic minority communities.

xix
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At the local and regional level, the changes included the introduction of Local
Enterprise Partnerships (LEP),136 Growth Hubs 137 and Enterprise Zones 138 and the
winding down of the Business Link network and RDAs.139 140
The changes at the sub-national level were complemented by the use of national
campaigns such as Start-Up Britain,141 the establishment of the British Business
Bank, 142 schemes such as Start Up Loans 143 and the abolition of the Small Business
Service (SBS) as a distinctive unit with a specific mission within central government.
The absence of a coherent policy for a long time
A key criticism of the existing policy approach towards ethnic minority enterprise,
repeated by several of the roundtable attendees, was that there is no clear or coherent
policy and hasn’t been for a long time. As one stated:
“There is a lack of a discernible policy…there’s a huge…gulf between
rhetorical exercises and about the importance of minority entrepreneurship
and concrete policy. I don’t think one exists and I don’t think one has existed
for at least two decades”.

Without a consistent, thought through and evidence-based approach combined with
suitable leadership, it was felt by many at the roundtable that this agenda would remain
stalled “on the ground”. A contributor highlighted how the lack of accountability leads
to little policy being implemented:
“There are widespread…aspiration[s] but what I don’t see much evidence of
is accountability. That’s where we need to focus as well”.

Much of the thinking has been done
The lack of a clear and coherent policy was puzzling to some at the event because, as
was pointed out by a participant in the discussion, the problems facing ethnic minority
entrepreneurs and businesses have been well-understood for a long time:
“This has been a gap that’s been happening for decades. It’s a source of
bewilderment…the evidence is clear about here we should focus our efforts.
Why aren’t we doing it..?”

A considerable body of evidence about the barriers to greater commercial success for
minority led start-ups and businesses has been built-up over many years. 144
Consequently, it was felt by the majority of those at the roundtable that there was
unlikely to be much need for government for example, to undertake or commission
more research to “understand” the problems. It was effective action at sufficient scale
to help tackle the barriers faced by EMBs that those taking part in the discussion
considered to be the key element that was missing.
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Better data
Insufficient good quality data is an issue for both policymakers and private actors alike.
As researchers have noted, the lack of such data has negative material impacts on the
effectiveness of policymaking: 145
“…there is…a widespread lack of robust intelligence on the characteristics and needs of
EMBs in most agency databases, which is a prerequisite for the development of…policies
tuned to the…needs of EMBs”.

Reducing the “data deficit” would seem to be a measure that could deliver
disproportionately positive impacts in this area of policy by enabling everyone with an
interest in EMBs to be better informed about the landscape. However, as was pointed
out at the roundtable, there has been, for a long-time, an absence of a clear policy
effort to help deal with the data problem:
“In terms of data…there is a lack of clear, coherent policy in this space…[part
of]…the answer is the government taking the lead and encouraging the
institutions that they have control over such as HMRC, Companies etc, to
enable businesses to report on this and then you’ve got that platform that will
encourage others to report accordingly”.

The same contributor added that it would be crucial for any efforts to improve the
quality of data collected to involve some agreement on consistency in the metrics
used:
“Otherwise, you’ll have a plethora of people measuring things in different ways
and you’ll not be able to compare things…”.

Policymakers need better memories
Further, a number of event participants pointed out that the past had seen a
substantial amount of policy experimentation towards EMBs. However, it was argued
by one contributor that much of it has been forgotten:
“What have we forgotten...?! Clearly…[policymakers]…ha[ve] forgotten
that…in 2010 the incoming government took it upon itself to withdraw from
public sector business support and it dismantled the business support
system…What they’ve been replaced by is very piecemeal, ad-hoc…if I was to
ask who owns the agenda of ethnic minority businesses, there’d be silence for
a good amount of time”.

Specifically, it was highlighted at the roundtable that prior to 2010, ethnic minority
business policy had been an active policy space and there were lessons to learn about
what worked and what didn’t from those prior policy efforts. It was also suggested that
the policymakers of today - looking to devise and implement policy measures to try and
improve the position of EMBs - should look to learn lessons from these previous
experiences. Box 3 highlights the findings from one analysis of some of the measures
that were undertaken in the 1990’s and early 2000’s.
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Box 3: Lessons from the past
A 2003 analysis of the landscape of the provision of support to EMBs
concluded there were (broadly) five different categories of initiative. These
were:
•

Strategic initiatives at the policy-making level(s).

•

The integration of explicit EMB element(s) in mainstream support
programmes.

•

Sector focused measures (which targeted industries where EMBs were
prevalent).

•

Measures which aimed to improve access to finance.

•

Programmes specifically targeted at ethnic minority entrepreneurs and
EMBs, with no equivalent for non-ethnic minority businesses.

The analysis argued that:
“…If the business support system is to effectively deliver support to a heterogeneous
business population, it must be sensitive to the specific needs and expectations of
different segments of its potential client base, which includes BMEBs. It must also
take steps to understand and engage with the different groups that make up these
segments. In the case of BMEBs, three crucial components of this process are still
reported to be in short supply: awareness (i.e. of what support is available and from
whom), (cultural) sensitivity on the part of those delivering support and credibility (i.e.
of mainstream agencies in the minds of BMEB owners...”.

It also described the kinds of elements that need to be in place to overcome
some of the long-standing barriers to EMBs accessing business support:
“However well-conceived, the impact of policy in practice is dependent on the
effectiveness of the delivery methods used…a prerequisite for achieving greater
penetration of BMEBs…is the need for greater engagement with those
communities...who…appear alienated from the mainstream. In this regard…the key
elements...[of a successful support strategy are]…representation for EMBs…an
outreach strategy to engage EMBs; promotional approaches that focus on media that
are the most widely used by the ethnic minority communities; mechanisms for BMEBs
and other stakeholders to influence…policy in order to establish an ongoing dialogue
at a local as well as at a national level; transparent monitoring and annual reporting of
performance of individual…[efforts]…with respect to BMEB targets; priority given to
assembling more comprehensive databases with an ethnic element in order to
facilitate the monitoring process; priority given to increasing cultural awareness of
mainstream business advisers with respect to the main client groups within their
catchment; recruitment campaigns and practices that encourage the employment of
more business advisers from EM backgrounds...”.

Particularly key to future success, the research found, was utilising:
”…formal and informal network links with community leaders, existing businesses and
specialist ethnic minority support agencies…there is currently a proliferation of small,
typically under-resourced…ethnic based business support organizations, some of
these enjoy the patronage and trust of their communities…In such cases, these
organizations could provide the platforms on which such networks are developed,
with modest resource implications”.
Source: Ram, M and Smallbone, D. (2003). Policies to Support Ethnic Minority Enterprise: The English
experience.
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On-going initiatives that are succeeding need to be nurtured
As well as learning from the history of past initiatives, it was argued by several
roundtable attendees there are existing initiatives that are working to help ethnic
minority entrepreneurs and businesses. Any policy measures need to avoid
undermining these and, ideally, help nurture them:
“…the last thing we want to do is create gatekeepers around this. But some
coordination at the systemic level would be useful because there’s lots
of...people doing a lot of…stuff…but they’re not doing at the scale we need
and so support and coordination is useful”.

This will require policymakers, as a first step, to develop an understanding of the
existing ethnic minority business support landscape i.e., what is already being
delivered, how it is being delivered and the extent of delivery success. Only with a
clear understanding of what is already being done can the coordination of such efforts
be contemplated.

Specific policy directions
Organising government activity in the right way
It was argued by one participant that the first step that policymakers would need to
take to improve the policy towards EMBs would be to galvanise all the relevant
departments in Government, to agree to work together to promote the agenda and
collaborate on doing so:
“Across Government, to shift societal issues you need coordination
across…departments, you need Education, Work and Pensions, Business,
Treasury all aligned around the same agenda and aligned on policy. It’s rare to
see that happening but this is an opportunity to try and create that”.

A key ingredient for getting multiple departments to buy-into the agenda and work
together to implement a policy package and see it through, is leadership. Allied to the
issue of leadership is the question of how cooperation is organised, as was raised by
one of the contributors:
“The question is, who takes it forward, how..[are efforts]…coordinated, how
do we bring all these…[things]…together…?”.

In response to the question of who should lead this agenda, it was suggested at the
roundtable that a distinct structure with a clear focus and accountability might be
needed:
“Who owns this agenda..? It’s a real collective responsibility. We don’t need
new gatekeepers but we do need a more intelligent way of coordinating this
area of work… You could have formal agencies or really agile networks. But we
need to pin the responsibility on an entity or mechanism”.

However, policymakers, when formulating policy measures and implementing them
must always be cognisant of the possibility of “government failure” and subsequent
unintended negative consequences from policies, which “on paper” may have seemed
like worthwhile measures. 146 Such risks are particularly salient in challenging areas like
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ethnic minority entrepreneurship. To minimise potential downsides, policy should be
evidence-based and regularly evaluated for effectiveness.
Coordination of what works
There was a broad consensus among attendees that the most important activity
Government could undertake would be to act as a coordinator of existing activities
aimed at helping ethnic minority entrepreneurs and smaller businesses. One
participant summed up the view of many by stating that:
“Collaboration is the name of the game, to really shift...and rather than doing
the same thing through different fora…trying to actually…working
together…and the next stage will be an amplification…so that we’re going
forward rather than staying static”.

Another added that:
“What can Government be doing to support organisations that are already
doing that work? There are corporates already trying to do something but
there isn’t a coordinated direction for that….government has an important role
to play as a convening power…creating pledges and guidance about how the
private sector can leverage their capital, talent and resources to support
minority businesses more effectively…[help raise] university endowments for
enterprise education support…”.

A third pointed out that:
“…there are lots of…[schemes]…we need a coherent structure and for
stakeholders to take them forward in a coherent structure of what they need
to do. That’s where the gap is”.

The provision of mentoring to would-be entrepreneurs
The importance of mentoring to encouraging and helping potential ethnic minority
entrepreneurs succeed was highlighted by multiple roundtable contributors. There can
be a particular benefit to mentoring young people who have entrepreneurial
aspirations.147 The aspiration and confidence deficit experienced by many nascent
entrepreneurs and the “discouragement” problem that act as barriers to starting-up
and accessing finance for some, can be (partly) ameliorated through activities like
mentoring. One of the supporters of more mentoring at the event argued that:
“Across the board, mentorship is highly valued by ethnic minority people…that
access to someone who can be that connection is really important”.

The effect of personal advice and guidance can, it was suggested, be the difference
for some potential entrepreneurs by helping them take the “plunge” into the business
world and enabling them to more successfully navigate the start-up process (and its
many facets) than they otherwise would have been able to:
“Do not underestimate the impact of no having anyone around you that’s been
this way before...What kinds of opportunities are lost because we can’t get
that expertise around them”.
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The importance of mentors was reinforced by a further comment from another
contributor, who highlighted that:
“…role models within the network that…have experienced businesses…[that
potential entrepreneurs]…can connect with and who can mentor…who can
say ‘I’ve been there’…is the way to…[help them]…navigate…[their]…way
through the challenges”.

There is some evidence to suggest that potential female entrepreneurs can particularly
benefit from mentoring. With evidence suggesting that mentoring makes a notable
difference in the numbers of women considering entrepreneurship seriously, 148
However, policymakers should be aware of the limitations to mentoring. It is
dependent on a range of contextual factors. 149 Consequently, high quality mentoring
that “makes a difference” can be difficult to deliver. As one analysis pointed out: 150
“Mentoring is contextual, in multiple dimensions. Start-up projects will differ
by industry area, stage of growth, cultural context, and educational
background. Every single aspiring entrepreneur…will be unique, in terms of
personal history, characteristics, ambition, skills, and mindset. Effective
mentoring programs are very difficult to structure and execute, even with the
best intentions and reasonable budget”.

There are examples where the importance of mentoring has been recognised by the
existing business support structures across the UK. For example, the British Business
Bank’s Start Up Loans scheme integrates mentoring into its offer, to all those who
successfully obtain a loan. 151 Scottish Enterprise152 sign-posts to Business Gateway 153
which offer, at the local authority level, a range of business support services including
access to one-to-one advice. 154 Further, Scottish Enterprise, Business Gateway and
other economic development bodies in Scotland facilitate access to a wide range of
support programmes, through a jointly sponsored one-stop-shop for accessing
publicly provided or funded business support. 155 This includes signposting
entrepreneurs to mentoring services for smaller businesses, especially firms in
challenging parts of the country. 156 In Northern Ireland Invest Northern Ireland 157 who
work with – among others - Local Enterprise Agencies (LEA) under the guise of
Enterprise Northern Ireland,158 and help facilitate access to a range of business support
services including mentoring opportunities.159
The supply of other practical support
Beyond mentoring, it was suggested a number of other types of support were going to
be needed if more of the potential entrepreneurs from ethnic minority communities are
to succeed in starting up and growing businesses. Specifically, there was a call for the
provision of:
“…more pastoral support…for representation…a need for training…[and a]
knowledge and advice network…”.

The call for a representational role to help “champion” some of the entrepreneurs from
some of the most challenging backgrounds, in particular, was echoed by other
participants. One argued that there is a role for experts that can “interrogate” the
business plans of prospective entrepreneurs that do not have those assets (e.g.,
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knowledge, networks and access to informal finance, among other factors) that are
associated with entrepreneurial success who can help “verify” - to potential lenders
or investors - the likely veracity of the ideas of those latent entrepreneurs:
“We need that person to almost speak for that voice, to say we’ve looked at
that idea, we think it’s a good idea, we’re going to give them that base”.

A new coordinated “eco-system” to support entrepreneurs
There was widespread agreement that the current position of support being provided
in an ad-hoc manner and unevenly in different parts of the country was falling short of
what is needed and that there was a role for policy to improve the situation by creating
a more formal and integrated “system” for supporting ethnic minority start-ups in
particular. It was suggested that it is only with an ambitious approach can the kinds of
problems which inhibit entrepreneurship in some ethnic minority communities can be
substantially overcome:
“There’s no shortage of ideas, there’s no shortage of entrepreneurial talent,
there’s no shortage of enthusiasm to get involved…the significant gap is
turning those entrepreneurial intentions into viable businesses. That is where
there is a significant and enduring gap…policy needs to look at that critical
phase”.

Another attendee at the roundtable concurred:
“…[a huge]…amount of…fabulous ideas…end up, and currently are, on the
cutting room floor, because there’s no access to finance, no access to
support, expertise to help navigate to get to that place”.

Consequently, to improve on the current position and ameliorate the kinds of barriers
faced by EMBs, it was argued that support at the early stages i.e., pre-start-up, as well
as through the start-up process – given the high rate of “thwarted entrepreneurial
intentions” among nascent ethnic minority entrepreneurs – is particularly important
and that policy interventions need to reflect this:
“What can be done to encourage entrepreneurs at the very early stages,
bearing in mind ethnic minority entrepreneurs tend to be at that earlier stage
when it comes to building up operational capacity, when it comes to
structuring their…[business]…having tailored support at that stage is so
important”.

Help was particularly needed by those “would-be” entrepreneurs in the most
challenging circumstances. As such, a roundtable participant argued that Government
should play a central role in helping to build:
“…an ecosystem which nourishes these people and give them practical steps
in helping them...get...through the hurdles….how to embed…[their idea and
passion for it]…into a practical business framework to then create successful
entrepreneurs?”.

It was suggested by another participant that it is crucial for any policy measures to be
holistic and tackle the range of problems in a joined-up way. Further, it was argued
that building upon the successful efforts of existing organisations and initiatives to
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support entrepreneurship made the most sense, such as those that already existed in
some of the UK’s universities. It was further suggested that efforts to expand examples
of success to other institutions which might also play a role in supporting
entrepreneurship should be a key part of any policy response:
“There is a fundamental thing…that needs to be a joined-up approach,
creating an ecosystem so that a university or further education creates an
incubation…that goes through the practical process of – these are the
challenges…”.

Further and higher education institutions specifically, were touted as good places to
integrate a “support system” into, as a number of universities already offer incubation
and other support services, and those lessons could be spread around other
educational institutions:
“…we needed an incubation system that allows students to learn how to be a
business person in a comfortable environment. Universities have a huge role
to play here…”.
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Box 4: Business incubators and accelerators
A review for BEIS in 2017, found more than 200 incubators and more than 150
accelerators across the UK. Incubators often provide a number of services to
start-up businesses including office space and, in some cases, funding.
Incubators were found to be evenly spread across the UK, while accelerators
were predominantly London-based. Further, incubators tended to be more
local in their focus.
Most incubators and accelerators were observed to be either technology
focused or to have no sectoral focus at all, being available to all kind of firms.
Analysis for BEIS suggested that incubators and accelerators can have a
positive impact on businesses by supporting start-ups and helping them
achieve early commercial success in a business’s first few years. Research for
the analysis found that:
•

73% of businesses that used an incubator at the start-up stage considered
the contribution of the incubator to their success to be “significant” or
“vital” to their subsequent success.

•

64% of start-ups that used an accelerator said that use of it was
“significant” or “vital” to their subsequent success.

The analysis found that use of incubators and accelerators was associated
with survival, employee growth and raising funding.
The kinds of services provided by incubators and accelerators that correlated
with these positive outcomes were identified to be:
•

Access to investors and direct funding

•

Access to peers

•

Help with team formation

•

Mentoring from an industry expert or a venture capitalist/ business angel

•

Help measuring social impact

Sources: Bone, J., Gonzalez-Uribe, J., Haley, C and Lahr, H. (2019). The impact of business accelerators and
incubators in the UK and Bone, J., Allen, O and Haley, C. (2017). Business incubators and accelerators: the
national picture.

A key challenge for policymakers will be to find ways of encouraging nascent ethnic
minority entrepreneurs and currently operating EMBs to access formal support of
various kinds. This is because, historically, a lower proportion of EMBs have tended to
utilise formal business support offerings. 160 Lessons from previous experiences of
trying to deliver formal support services to EMBs will be important to help improve the
take-up rates of any provision that is developed and offered (see Box 3).
Helping EMBs move up the “value chain”: focusing on “break out” businesses
As highlighted earlier in this report, one of the persistent problems faced by EMBs has
been sectoral concentration in traditionally low-margin, low-value parts of the
economy. However, there are signs that that some EMBs are moving up the “value
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chain” and “breaking out” of sectoral niches, and into the wider market of the sector
they are currently serving 161, or into new and higher value sectors. 162 There is a small
but growing body of research which indicates that there is a notable trend underway. 163
“Break-out” firms tend to be more profitable than other EMBs and are associated with
higher employment rates. 164 However, progress, it has been suggested, is proving to
be slow and varies between ethnic groups. 165
The higher than the average proportion of exporting EMBs (see Table 1), the
comparatively high rates of innovation in EMBs (see Table 1) and the notable
proportion of ICT businesses (see Figures 11 and 12) that are ethnic minority owned
businesses provide glimpses of this trend.xx
However, as with other issues associated with ethnic minority entrepreneurship, the
picture is far from uniform and there is considerable nuance, albeit often underresearched. The prevalence of “break out” firms appears to be linked to a number of
factors. These are set out in Box 5.

xx The data on the high relative (to most other sectors) prevalence of ethnic minority SMEs in
the ICT sector raises some issues that the ICT industry itself may want to investigate. Including
whether it’s possible to identify steps that can be taken that could encourage further
diversification by ethnic minority entrepreneurs into higher “value added” ICT-based activities.
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Box 5: Factors associated with “break-out” EMBs
Key factors which the current research suggests are associated with “breakout” EMBs include the ethnicity of the business owner(s), xxi language
proficiency, gender, education and occupational background, age and
whether the entrepreneur was born in the UK or not. 166 167 For example, “breakout” business is seen as more common among established ethnic minority
communities that have been in the UK for longer than a generation. 168 169
Further, equally important are some of the personal motivations associated
with those who start-up and operate businesses such as the prospect of
financial gain, the autonomy that can come with running your own firm and
status. 170
According to one analysis, “breaking out” requires a determination to adapt
and reposition business activity, by entrepreneurs. 171 In particular, moving
beyond the (local) geographical limitations that many EMBs primarily serve. 172
A second way “break-out” firms can successfully reorientate is through
identifying and serving new kinds of customers e.g. businesses (especially
larger ones) or the public sector, rather than consumers.173 Another key factor
behind the successful “break out” of EMBs is widening the traditional labour
pool from which EMBs recruit, which increases the skills base available to
EMBs and once employed can enhance the stock of human capital in the
business.174 The same research argued that, the ability to introduce the kinds
of changes that are needed, and to: 175
“…break out and achieve…[a]…breakthrough…is strengthened by the quality
of entrepreneurs’ human capital…in the form of higher education, host
country language skills, and business experience”.

Diversification by EMBs into higher value sectors, or wider markets that are more
profitable, brings benefits to ethnic minority communities as well as wider society and
regional and national economies. Consequently, this phenomenon raises questions for
policymakers. In particular, about what the approach of any overall strategy for
supporting enterprise in general and EMBs in particular, should take. Specifically:
should the objective of policy be to increase the quantity of EMBs or focus on the
quality of businesses? Notably, policy in the US in recent times has tended to focus on
the latter over the former. 176 177

xxi For example, South Asian and Chinese owned EMBs appear to be less prevalent in higher
growth sectors. However, within the “South Asian” category, for example, there is further
variation but data granularity limitations are a factor constraining more detailed analysis.
Source: Daniel, E M., Henley, A Anwar, M N. (2019). Contemporary Ethnic Minority
Entrepreneurship in the UK: A Quantitative Exploration of Break Out and Entrepreneurial Quality.
International Journal of Entrepreneurial Behaviour and Research. Vol 25. No 7.
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Policy to support accessing formal finance
One of the problems identified by the roundtable participants and reflected in the wider
research on EMBs, is the difficulty some ethnic minority entrepreneurs face in
obtaining formal funding through institutions like banks.
A number of participants were clear that extra help from appropriately knowledgeable
people to navigate the financing process, would pay dividends for banks as well as
nascent entrepreneurs, by helping banks better understand the risks associated with
lending to some entrepreneurs from some of the most challenging circumstances that
might otherwise struggle to obtain finance or finance on the best terms:
“What…are the practical steps we need to put in place so…[banks are happy
to say]… we want to give you the money…?”.

It was suggested there should be a process that could be accessed by nascent
entrepreneurs which would identify, the:
“…practical steps…and help…[the entrepreneur] walk you through those
steps…”.

The idea of a coordinated start-up support “system”, supported by some at the
roundtable should, it was suggested, be linked-up to financing avenues to create a
seamless support framework, helping nurture an idea from its germination in the mind
of a would-be entrepreneur to the point of fruition and beyond:
“We don’t have a total system that says, you may gone to university to study
but in the middle of that you might develop an interest in business, how do we
connect a university with the British Business Bank or…retail banks and create
a coming together approach where we say this is…the idea, we’re going to
help him with all the framework, we’re going to create an ecosystem of support
for that business, what we need now is for you to work with us so you can work
on the finance side”.

It was further proposed that, where institutions such as universities offer start-up
support, they need to ensure this help also includes help to access finance. One
participant stated that the relevant university or college:
“…needs to act as a support, working with the retail banks in accessing those
funds”.

Existing efforts to boost access to finance
It should be acknowledged that, for example, the core mission of institutions like the
British Business Bank is to increase access to finance by managing a number of
schemes to help more entrepreneurs access the capital they seek. 178 These initiatives
include the Start Up Loans scheme. Since, 2012, data from the government suggests,
the latter scheme has helped more than 18,000 Black, Asian and other ethnic minority
entrepreneurs with more than 1 in 5 loans provided under the scheme supporting
nascent entrepreneurs from ethnic minority backgrounds. 179 The Department for
Business, Energy and Industrial strategy (BEIS) noted that: 180
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“…from 2013 to 2017, ethnic minority entrepreneurs received start-up loans at a higher
rate….[specifically]…5.7 black entrepreneurs per 10,000 people received a start-up loan,
compared with 2.4 white entrepreneurs per 10,000 people”.

“Friends and family” financing
Developing a mechanism that replicates the “friends and family” informal financing
that some ethnic minority entrepreneurs are able to benefit from, for those who do not
have access to such informal financing avenues, was seen as potentially very helpful
by roundtable attendees. One contributor summed up the view:
“….one of the most important things…[is]…simulating that ‘friends and family
round’…where you’re chasing ten grand or something like that, is so
important…lots of people who come from…[ethnic minority] communities
don’t necessarily have that round at the beginning that helps then lay the
foundations of their business before they access venture capital or loans or
that sort of thing…”.
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CHAPTER EIGHT – THE ROLE OF THE PRIVATE AND THIRD SECTORS
The provision - by non-public sector organisations - of business assistance has been
taking place for a long time in the UK. 181 There are many routes such support is
delivered through e.g., business or trade bodies such local Chambers of Commerce, 182
local enterprise support services providers 183 and charities such as the Prince’s
Trust. 184 A key topic of discussion at the roundtable was the role of the private and third
sectors in supporting ethnic minority businesses, separate to any government
involvement.
It was observed that organisations could be involved in supporting EMBs in two ways:
as part of a partnership with public institutions (e.g., local authorities, LEPs,
universities) or through their own stand-alone, or as a joint initiative with other private
or third sector entities. This chapter will focus on what was said at the roundtable
about how firms and bodies in the private and third sector could (and in some cases
do) act on their own initiative in support of minority-led enterprises.

What the private and third sector can do
More responsibility needs to be taken by private and third sector organisations
While some in the private and third sectors are already working to help ethnic minority
businesses in a range of ways, one roundtable participant observed that there was not
enough responsibility being taken by people and organisations from these parts of
society:
“I don’t think stakeholders can absolve themselves from taking diversity
seriously by throwing it all up in the air and no-one taking responsibility…”.

There was a debate between several roundtable attendees about the extent to which
there was a difference between traditional banks and the equity finance community in
the efforts to support ethnic minority entrepreneurs and businesses One participant
pointed out that equity financiers were:
“…starting to…[use]…due diligence questionnaires…[and]…investors ask
questions about ethnicity and gender…there is a lot of work in this area from
the regulators. It’s all going to go one way. We just need to figure out the best
way we can do it and bring people into this…ecosystem that we have…”.

Another participant added that:
“The equity space is willing to be more dynamic and progressive in this space
than the banks…it sounds like the processes around banking can be a greater
impediment…”.

A third attendee presented an alternative view, and argued strongly that:
“…[there isn’t]…any difference in enthusiasm and determination to address
some of these issue between VCs and bankers…there’s a lot of work in this
space and trying to find ways of making outcomes better…but there…[has to
be]…a recognition that some things are a matter of fact, such as the difficulty
in making credit assessments of those who don’t operate through business
accounts”.
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The same contributor finished by noting:
“…there has to be realism about what is fundable and what is not”.

As a fourth contributor noted, there is little point in the two types of finance sectors
not aligning efforts, to some degree, because both kinds of financing are important for
entrepreneurs and small businesses:
“…the two types of finance we have to go hand-in-hand in entrepreneurship.
We can’t move so fast on one that it leaves one behind because some
entrepreneurs don’t have access to both those types of things. It’s going to be
an impediment to growth. So how do we try and learning in the banking world
from the equity space and vice versa?”

Actions by the private sector that can help businesses across a “broader canvas”
At the larger end of the equity investment sector, there is less that institutional
investors can do directly. However, as was highlighted, there are actions that can be
taken that can improve the broader environment for smaller enterprises and
entrepreneurs, which will help ethnic minority businesses indirectly.
It was argued that:
“..[institutional investors]…are less likely to have direct investment in
SMEs…where…[institutional investors]…can impact…there are a number of
issues where…[institutional investors]…are thinking about, as to what…the
ESG investors in UK PLC, and what knock on effect…[they might have]…on
SMEs generally and into promoting ethnic minority businesses”.

Further, it was proposed that:
“…there are a few opportunities alongside the…[other things]…going on, for
investors to push PLC companies…[on]…that could open up areas to help
reinforce the…direct SME angle...”.

Specific areas where institutional investors could make a difference, it was suggested,
included:
“…[helping]…ensure big PLCs are making prompt payment and reducing the
time its taking to pay their supplier and particularly SMEs?”.

And:
“…around
supply
chains
generally
and…inclusion
in
supply
chains…[and]…greater focus around who is the suppliers of UK PLC and how
they ensure they are being treated effectively and not just in terms of prompt
payments but generally”.
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CHAPTER NINE – POLICY DIRECTIONS
From the discussion at the roundtable a number of implications emerged, with
potential consequences for future policy towards EMBs. Building on these
implications, below we suggest a series of policy ideas for policymakers to consider,
which together could – over time – make a substantial difference to EMBs in the UK
and in-turn the national economy.
Policy idea one – the collection (and publication) of better-quality data by
government (including relevant state agencies)
An important aspect of good policymaking is sufficient high-quality data to
base planning, policy decisions, and implementation upon. One of the points
that emerged from the roundtable discussion is that there is insufficient
quality data about EMBs and the “pool” of nascent entrepreneurs from ethnic
minority communities in the UK.
In particular, the data that does exist is often insufficiently granular to explore
all the nuances that infuse the issue of ethnic minority entrepreneurship. Not
least the substantial variations in the experiences and problems associated
with business start-up and ownership from different communities and among
female minority entrepreneurs.
Part of the problem is that data is often not collected but could be, e.g., by
government agencies. Another challenge is the lack of standardised
definitions and categories and consequently of measurement, where data is
collected.
The Government could mandate the collection of more granular and
standardised data on ethnic background and other relevant factors from
business focussed departments and agencies (such as Companies House)
where practical to do so. In addition, policymakers could consider how regular
surveys and other instruments could be utilised to improve the stock of data
available to policymakers and the public, about EMBs. In particular, more timeseries data with a high degree of granularity could be collected. Further, any
improvements to data collection should result in the data collected being
made publicly available for use by researchers and other interested parties,
with appropriate anonymisation where necessary.
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Policy idea two – a historical review of past EMB policy success and failure
The roundtable highlighted that there had been a long history of trying to
support EMBs but that this largely came to an end after the RDAs and Business
Link were wound-up and the Small Business Service ceased to be a distinct
entity, when the coalition government reformed the business support
landscape after 2010. If the current - or a future - government is to take the
aim of effectively supporting EMBs more seriously - with the ultimate goal of
maximising their contribution to the national economy - then the process of
achieving this could usefully begin with establishing a clear picture of the
measures that have been tried in the past, in order to identify the kinds of
policies and practices that worked (i.e., good practice) and why, and which
ones failed to deliver and why.
Any effort along such lines would need to be led by an expert team with senior
members from government involved as well as outside membership, including
relevant academics and practitioners. As part of the review, specific efforts
could be made to “mine the knowledge” of those who worked (at the national,
regional and local levels) on small business policy (and EMB issues in
particular) in the late 90s and through the 2000s. The review should aim to
finish its work within 12 months.

Policy idea three – taking stock of the existing EMB support landscape
In parallel to the review aimed at learning from past experience, the same team
might also usefully undertake a parallel landscape review of the organisations
across the country are currently delivering support to entrepreneurs in general
and EMBs in particular. If a more coherent approach to EMBs is to be
developed in the medium to long-term, a clear idea of what is already
happening is likely to prove an essential prerequisite for policy development.
Any review should aim to finish its work within 12 months.
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Policy idea four – develop a new coherent plan for supporting EMBs, within a
wider strategic approach to entrepreneurship
The UK could benefit from a coherent policy approach to entrepreneurship and
small business. Expectations are for an Enterprise Strategy by the Government
in the near future. Ethnic minority entrepreneurship could benefit from
receiving particular attention in any strategy that is developed, and especially
through a proposal for a comprehensive approach towards supporting EMBs,
treating the latter as an important sub-category in the government’s wider
approach to encouraging more entrepreneurship and SME growth across the
country. A strategy of this kind would likely need to:
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•

Tackle the dilemma of whether policy should be tilted more towards the
objective of increasing the quantity of EMBs in the UK or facilitating the
move by more EMBs up the “value chain”.

•

Explain how the current business support structures in England (Wales,
Scotland and Northern Ireland have their own arrangements) can be
enhanced through applying the conclusions of the historical review of past
policy and practice.
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Policy idea five – as part of the new strategic approach, identify a clearer and
coherent role for local economic bodies (e.g., LEPs) towards EMBs, based
upon providing incentives to LEPs to foster effective support measures in
their areas
It was noted in the roundtable that effective business support, especially for
“hard to reach” groups such as EMBs is unlikely to be run effectively from
“Whitehall”. Provision tends to be delivered best locally i.e., attuned to local
conditions. However, the effectiveness of the LEPs (currently the main
conduits for supporting businesses in local areas) is, in most instances,
unclear. Especially the effectiveness of what is done for EMBs. Therefore, to
help improve on the current position and help ensure any support delivered to
EMBs is effective, any Enterprise Strategy that emerges from the UK should
establish a comprehensive framework for LEPs that incentivises them to
integrate efforts directed at supporting EMBs into their local strategic
economic planning. Such a framework might include:
•

Additional funding so LEPs can help develop (with partners) new support
programmes or help expand existing successful efforts being made by
private, third sector and public organisations in an LEP’s area of
responsibility

•

More extensive evaluation of the impact of LEPs’ work on EMBs through
greater transparency, not least through the collection of data about
activities and outcomes, the public reporting of that data and performance
monitored by regular external comparative analysis

•

The provision of regular training to LEPs about business support best
practice and outreach to minority communities along with the
development of other modes of knowledge sharing for spreading the latest
examples of best practice across the country

•

Encouragement to link up with further and higher education and finance
institutions as well as incubators and accelerators - in local LEP areas - to
help establish the delivery of more “comprehensive systems” of support
for entrepreneurs in general and ethnic minority entrepreneurs, in
particular These systems should specifically help them navigate the prestart-up and start-up phases successfully, not least by easing the process
of accessing external finance when needed. Key elements of any
“comprehensive system” would likely need to include the provision of
mentoring, training in basic business skills, access to premises and the
provision of other kinds of consultancy services.
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Policy idea six – take steps to widen access to finance by building on lessons
from the past and the stock-taking exercise and improving efforts (by relevant
public and private bodies and organisations) to reach out to (nascent and
trading) EMBs about accessing finance, encourage more competition in
banking and explore adapting industry lending standards so they are more
sensitive to different socio-economic and cultural circumstances
Both the roundtable and the existing body of research are clear that access to
finance remains a significant problem for EMBs. To improve the situation,
policymakers could consider further steps to increase access to finance.
However, expanding the opportunities for entrepreneurs to more easily access
sufficient debt (and equity finance where appropriate) has been an objective
for policymakers for a long time. The evidence for success is equivocal. 185
Consequently, further action on three fronts could be considered:
•

The positive trends observed in the British Business Bank’s Start Up Loans
scheme data could be built upon by looking into how some of the lessons
from previous experiences of reaching out to (nascent and trading) EMBs
(see Box 3) could be applied to it and other schemes.

•

Competition in the banking sector could be increased and consequently
the pool of capital available to entrepreneurs increased 186 through a
number of small reforms that - taken together - could help create more
conducive conditions for more intense competition. These include:187

•

64

•

The Government (and it agencies) becoming more active
consumers of banking services.

•

Further reducing some of the administrative barriers to switching
for business customers.

•

Encouraging switching with more timely “artificial prompts” to
business customers.

•

Reducing barriers to entry for challenger banks so that market entry
is easier.

The Lending Standards Board 188 might be encouraged to develop specific
additional guidance for lending to ethnic minority entrepreneurs, so that
banks can take account of some of the disadvantage experienced by some
nascent EMBs in their procedures.
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