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EXECUTIVE SUMMARY
· Ethnic minority businesses (EMBs) are regarded as significant contributors to the UK small firm population. The purpose of this review is to assess the key features of the EMBs in the UK, discuss recent policy developments and identify some key challenges for policy-makers and practitioners.
Key Features
· There are more than a quarter of a million ethnic minority  businesses in the UK, which contribute at least £15 billion to the UK economy per year. Growth in ethnic minority business start-up is therefore double the growth rate in total business start-ups (Barclays Bank 2005).     

· There is considerable variation in the experiences of different ethnic minority groups in business. For example, the highest self-employment rate is found among the Chinese (21.6%), followed by Pakistanis (17.2%), Indians (14.8%), Other Asians (13.9%) and Bangladeshis (11.1%).  In contrast, low rates of self-employment are to be found amongst Black Caribbean (6.5%) and Black African (6.8%) groups.
· Ethnic minority businesses tend to be concentrated in a narrow range of sectors (for example, catering, retailing and clothing) and located in the some of the most deprived areas of the UK.

· Access to finance remains an issue for EMBs, particularly African-Caribbeans.
· There is still a high degree of ‘necessity entrepreneurship’ amongst ethnic minorities opting to start their own business.

· Ethnic minority business owners are less likely to use public sector business support than other small firms.

Policy Developments and Ethnic Minority Businesses
· There has been a flurry of initiatives to support EMBs in recent years. Five different types of approaches can be identified:

1. Specialist agencies or programmes focused on EMB clients.
2. The incorporation of an explicit EMB dimension within mainstream provision.
3. Sector-based approaches.
4. Access to finance initiatives.
5. Strategic initiatives.
Supporting EMBs: Key Challenges
· Policy-makers face a number of challenges in supporting EMBs. They include:

· Improving data on EMBs
· Engaging EMBs in business support programmes

· Developing an ‘integrated’ system of business support

· Promoting sectoral diversification
· Sharing good practice and improving evaluation.
INTRODUCTION

Interest in ethnic minority businesses
 (EMBs) has developed considerably in recent years. The reasons are varied. First, ethnic minority enterprise is ‘an emerging economic force’ (Barclays Bank, 2000). A recent report by Barclays Bank (2005) indicated that the growth in EMB start-ups was twice that of the wider small firm populations. EMBs represent almost 7 per cent of the total business stock in the UK; this is likely to increase over time since the ethnic population is expected to double over the next 25 years. Second, at a national level, the Department of Trade and Industry’s Small Business Service has signalled its commitment to supporting EMBs through its remit to encourage and support entrepreneurship in all social groups (DTI, 1999). Boosting enterprise in disadvantaged areas is an important strand of government policy on small firms and it is clear that the overwhelming majority of ethnic minorities reside in the most disadvantaged areas of the UK (Mascarenhas-Keyes, 2006) Finally, at regional and local levels, policy-makers and practitioners continue to report low take-up of business support services by EMBs, despite their significance to many metropolitan areas (Ram and Smallbone, 2002). Hence on the grounds of equity, there is a pressing policy concern to ensure that public sector business support is being utilised by all communities.
Key theoretical developments in the study of ethnic minority entrepreneurship are documented elsewhere (see Ram and Jones, forthcoming for UK and Rath 2000, for Europe). The aim of this paper is to provide an overview of EMBs in the UK. Its purpose is three-fold. First, key features of EMBs in the UK are outlined, focusing in particular on the scale of EMB activity, sector, location, financial experiences and use of public sector business support. Second, policy developments relating to EMBs are presented. Third,, important challenges for policy-makers and practitioners working with EMBs are identified.
1. 
EMBs: KEY FEATURES
a. Size and Growth of the EMB Population   

Drawing on a range of large-scale Department of Trade and Industry (DTI) surveys of small firms, Mascarenhas-Keyes (2006) suggests that,

· There are more than a quarter of a million ethnic minority  businesses in the UK, which contribute at least £15 billion to the UK economy per year.

· In England alone, ethnic minority businesses made up 5.8% of SMEs in 2004. 

· There is a great deal of growth in ethnic minority businesses: they accounted for 11% of new business start-ups in 2004, which is an increase from 9% in 2000. Growth in ethnic minority business start-up is therefore double the growth rate in total business start-ups (Barclays Bank, 2005).     

The scale of ethnic minority enterprise needs to be seen in the context of population size, immigration patterns and labour market outcomes.  Non-White ethnic minorities in 2001 made up about 8% of the UK population and 9% of the population of England.  Indians are the largest of the ethnic groups, followed by Pakistanis, mixed ethnic groups, Black Caribbean, Black Africans, Bangladeshis and Chinese.  Fifteen percent of the non-White population in the UK are from mixed ethnic groups and about a third of this group were from White-Black Caribbean backgrounds (Mascarenhas-Keyes, 2006)

There are indications that, for some ethnic minority groups, this sustained growth since the 1970s may be coming to an end. In the case of Indians, the rate of self-employment is converging with the rate among White SME owners. It is suggested that this reflects an increasingly well-qualified, British-born generation taking advantage of increasing job opportunities for professional and other high grade workers (Jones and Ram, 2003). 

The disparity between the circumstances of different ethnic minority groups involved in small business activity is a key issue. This is clearly reflected in the patterns of self-employment among ethnic minority communities, as indicated in Table 1 (cited in Mascarenhas-Keyes, 2006). The highest self-employment rate is found among the Chinese (21.6%), followed by Pakistanis (17.2%), Indians (14.8%), Other Asians (13.9%) and Bangladeshis (11.1%).  The high self-employment rate amongst Asians contrasts with the low rate among Black groups. The lowest self-employment rates are to be found among Black Caribbean (6.5%) and Black African (6.8%). Among mixed groups, the lowest self-employment rate is to be found among the White and Black Caribbean group (6.9%). From a policy perspective, it is important to recognise the diversity that exists between ethnic minority groups and guard against treating EMBs as a single category from a finance and business support standpoint. 

Table 1 Self-employment Rate of All Economically Active Aged 16-74, England & Wales
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An analysis of self-employment rates by gender reveals further complexity. Table 2 (cited in Mascarenhas-Keyes, 2006), shows that ethnic minority males (11.2%) have a lower self-employment rate than White males (12.4%). However, Chinese (16.5%), Indian (14.3%) and Pakistani (14.2%) males have a much higher rate than Whites, while Bangladeshi (9%), Black Caribbean (7.3%) and Black African (6.9%) males have much lower rates than White males. The lowest self-employment rate is among Other Black males (5.5%).

Table 2: Self-employment Rate by Gender of All Aged 16-74 England & Wales
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The rate of female self-employment among ethnic minorities is lower (3.5%) than that of White females (4.5%).  However, Chinese (8.7%) and Indian (5.2%) females have a higher self-employment rate than White females, while Bangladeshi (0.9%), Pakistani (1.9%), Black African (2.1%) and Black Caribbean (1.9%) women have lower rates.  The lowest self-employment rate is among Bangladeshi women.  

These figures should be treated with some caution.  It is unlikely that they capture the largely unacknowledged and invisible work that is undertaken by ethnic minority women, notably within the South Asian communities (Dawe and Fielden, 2005). It is almost certain that the low participation figures cited for Asian women mask the true extent to which women participate in the enterprise, and often play pivotal roles in the management of the business (Dawe and Fielden, 2005; Ram, 1992; 1994; Phizacklea and Ram, 1996). The point to note here is that despite male assertions of single ownership of their enterprises, a notable number of businesses are registered legally as family partnerships which, in essence, constitute joint ownership between husband and wife.
b. Business Sector and Location

EMBs tend to be concentrated in a comparatively narrow range of sectors.  For example, South Asians are strongly represented in the catering, clothing and food retailing sectors (Ram and Jones, 1998); Chinese involvement in the take-way trade is particularly noticeable (Song, 1999) and although Black-Caribbeans have a comparatively low level of self-employment, their propensity to be involved in the construction sector has been noted (Ram and Jones, 1998).  This is important because the prospects for business development are influenced by the degree of competition in particular sectors.  Sectors that EMBs have traditionally operated in - clothing and retailing - have been subjected to severe market pressures, which have been exacerbated by regulatory change. Such developments will impinge upon the viability and support needs of EMBs. 

The promotion of market diversification, or ‘break-out’, by policy-makers is a response to this sectoral skew (Ram and Smallbone, 2003). However, this response may well entail a fundamental change to a business’s operations if it is to succeed. In essence, ‘break-out’ can be a difficult and long-term process, which may well be assisted by appropriately tailored external support. 

Reflecting ethnic settlement patterns more generally (Ward, 1987), EMBs tend to be located within inner city areas. The non-White population of England is concentrated in large urban centres, with about 64% living in five cities: London, Manchester, Birmingham, Bradford & Leeds and Leicester.   In 2001, almost a half (45%) of the non-White population of Great Britain lived in London.  Thirty two percent of ethnic minorities live in the most deprived areas, which is double the proportion that would be expected given their population size (Mascarenhas-Keyes, 2006).  Often, such settings have been subject to urban decay, and are the focus of regeneration efforts. This can compound the problem of raising finance and attracting custom. 
c. Access to Finance

· Access to finance is a perennial issue for EMBs (and often for small firms per se). The recent British Bankers’ Association (Ram et al., 2002) study, which was based on the largest ever survey of EMBs in the UK, reinforces the importance of diversity as a key theme.  The survey evidence indicates that as a group, EMBs are not disadvantaged in terms of start-up capital from banks and other formal sources. However, more detailed analysis shows considerable variation between ethnic minority groups with the Black-Caribbean business community finding it most difficult to access start-up capital. When this evidence is combined with that from previous research, Black-Caribbean businesses appear to face particular problems in accessing start-up finance including:A higher propensity turn to non-bank formal sources of start-up finance (including various sources of last resort lending, eg enterprise agencies). 

· A below average propensity to access informal sources of start-up capital (at least in comparison with other ethnic minority groups eg family). 

· Lower success rates in accessing external finance among established Black-Caribbean businesses compared with other established firms.

To a significant extent, these difficulties reflect the types of businesses and sectors characteristic of Black-Caribbean entrepreneurship. However, these business reasons could not explain the full extent of the disadvantage faced by such business owners.

d. Business Entry Motives
The business entry decision is probably one of the most rehearsed issues in the literature on ethnic minority enterprise (see Barrett et al., 1996; and Ram and Jones, 1998). Explanations tend to stress labour market constraints (Jones et al., 1992), the importance of ‘cultural’ attributes (Basu, 1998), or similar motivations to the general small firm population (Curran and Blackburn, 1993). However, from the very outset a weighty body of evidence has been presented to suggest that the Asian drive into self-employment has to be seen in large part as a survival mechanism during a period of de-industrialisation and catastrophic job loss which, in a racist job market, affected ethnic minorities even more heavily than other workers (Barrett et al., 1996; Jones et al., 1992; Ram, 1994).  

Powerful support for this view is provided by Clark and Drinkwater’s (2000) study, which is drawn from the Fourth National Survey of Ethnic Minorities. This survey, conducted between November 1993 and December 1994, comprised interviews with 5196 individuals of Asian and Caribbean origin, aged 16 and over;  2687 whites were also interviewed. The results suggest that discrimination against ethnic minorities in paid employment contributed to the over-representation of minority workers in self-employment (although there was also a role for some pull factors). Mascarenhas-Keyes’ (2006) review of two large-scale surveys of small firm population further illustrates the prevalence of ‘necessity entrepreneurship’ amongst EMB owners in the UK. The Annual Small Business Survey (with a booster sample of EMBs) reported that a  higher proportion of EMBs compared to non-EMBs found it difficult to secure the right job (7% compared to 2%) or indeed any job (9% compared to 7%) as a reason for going into business.  The Household Survey of Entrepreneurship (2005) found, among the unemployed, that a greater proportion of Black and ‘Asian Thinkers’ (that is, individuals who have recently thought about starting a business) compared to ‘White Thinkers’ said they would like to start a business because they were unable to obtain regular or suitable employment. Furthermore, a higher proportion of Black and Asian ‘Doers’ (those who are self-employed or own a business) compared to White ‘Doers’ said they wanted to get away from discrimination that occurred at their previous place of employment.  

e. Use of Business Support

The comparatively low use of formal sources of business support by EMBs is widely reported (Ram and Smallbone, 2003; Deakins et al., 2003; Ram et al., 2002). For example, Ram et al. (2002) found that only 7% of EMBs compared to 11% of White-owned businesses used public or quasi-public agencies for start-up advice. Surveys undertaken by the Small Business Service (Mascarenhas-Keyes, 2006) confirm this pattern. Table 3 shows that EMBs are less likely to seek advice - half of EMBs do not seek advice compared to a third of non-EMBs.   

Table 3: Sources of Advice about Starting Up the Business (Percentage in each category of all businesses trading for less than 4 years)
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2. 
POLICY DEVELOPMENTS AND ETHNIC MINORITY BUSINESSES
The growing awareness of the context in which EMBs operate has been accompanied by considerable interest in the development of more effective business support policies. This reflects a variety of factors, including the tendency of ethnic minority firms to use business services to a lesser extent than the general small business population (Ram et al., 2002); the Small Business Service’s remit to cater for all businesses (Ram and Smallbone, 2003) and the promotion of enterprise as a means of tackling disadvantage in deprived areas (Blackburn and Ram, 2006). The creation of an advisory body, the Ethnic Minority Business Forum, within the Department of Department of Trade Industry has also kept the issues to the fore of the agenda on small business policy. This has been reinforced by the creation of similar bodies at a regional level. Finally, the advent of the Race Relations Amendment has provided an additional legislative stimulus. This Act gives public authorities, including the Small Business Service, a statutory duty to promote race equality. The general duty expects public authorities to take the lead in promoting equality of opportunity and good race relations. 
These developments have precipitated a flurry of initiatives aimed at engaging EMBs in public sector business support. A variety of models have been used, directly or indirectly, to promote ethnic minority entrepreneurship and to improve engagement with business support providers. Ram and Smallbone (2003) provide a typology comprising five different approaches to business support for ethnic minority entrepreneurs. 

The first element relates to specialist agencies or programmes focused on EMB clients. Publicly funded initiatives to support EMBS have been a feature of the small firm policy agenda since the Brixton disturbances in the early 1980s. Lord Scarman’s report on the implications of this civil unrest identified a key role for the promotion of ‘entrepreneurship’ as a means of tackling disadvantage and maintaining social harmony in urban areas.  This led to the establishment of five black-led enterprise agencies in areas of high Black -Caribbean population (EMBI, 1991). Within a short space of time these agencies had proliferated and established themselves as a means of facilitating the economic regeneration of those communities disproportionately affected by unemployment. The potential ‘reach’ of such initiatives into ethnic minority communities is seen by some as an important strength (Memon, 1988). But equally, concerns have been expressed in relation to their rationale, approach and effectiveness (Deakins et al., 2003).
Incorporating an explicit EMB dimension within mainstream provision is another approach to supporting EMBs. Although specialist EMB agencies may have an advantage over mainstream support organisations in terms of ease of penetration of ethnic minority communities, they are not a practical solution in all areas since their viability depends on the degree of concentration of the ethnic minority population. They are often forced to rely on project or contract-based funding which, with a few exceptions, often leads to under-resourcing and patchy effectiveness. Another problem is that unless their network links with mainstream organisations are strong, there is a danger that EMBs become marginalised from the mainstream system (Ram and Smallbone, 2003). Ram and Smallbone (2003) report on a number of initiatives where mainstream programmes and/or agencies had adapted their delivery methods in ways that were sensitive to the needs of EMBs. Typically, they include establishing targets for assisting EMBs within generic programmes; involving ethnic minority advisors in the programme delivery and recognition of the need to make promotional material for support agencies available in languages that are appropriate to the locality. 

Sector-based initiatives have also been used to support EMBs. It is widely recognised that EMBs tended to be clustered in a comparatively narrow range of sectors. In the light of this, there are some examples of initiatives that focus on sectors of particular importance to EMBs. For example, the case of Coventry Clothing Centre provides an example of a potentially fruitful synthesis between the sectoral logic of enterprise support, and credibility derived from being embedded in appropriate community and business networks. Beckinsale and Ram (forthcoming) report on an initiative to promote the uptake of ICT amongst EMBs in the retailing and catering sectors.

Despite little UK (or European) research on engaging the corporate sector in supplier diversity initiatives, there has been much speculation about the value of emulating US practice in this sphere.  Some (for example, Migration Policy Group, 2002) see the role of a US-intermediary organization like the National Minority Supplier Diversity Council (NMSDC) as a useful model. Ram et al. (2005) deploy an action research approach to evaluate the implementation of such an initiative. The initiative, entitled ‘Supplier Development East Midlands’ (SDEM) drew on features of the corporate-led NMSDC. But in transferring the programme to the UK through the vehicle of SDEM, it was clear that the potency of triggers such as law and demography – which facilitated the development of the NMSDC – were much diminished. Different sources of legitimacy had to be drawn upon, including the relationship with the NMSDC, SDEM’s academic status and growing awareness in policy and practitioner circles of the potential role of supplier diversity in promoting ethnic minority business development. Although SDEM has just completed its first year, the results are encouraging.  Corporate membership has more than doubled; contracts have been exchanged, which in terms of value, are in excess of five times the cost of the initiative and there have been instances of EMBs combining to bid for corporate sector contracts. The success of the initiative has been such that it has now evolved into a private, not-for-profit company (Minority Supplier Development UK Ltd) fully under the control of the corporate sector.

Initiatives to improve access to finance comprise the fourth element of the Ram and Smallbone typology. Although it is widely recognised that the process of raising finance is difficult for many small firms, previous research has suggested that members of ethnic minority communities face additional barriers compared with other firms, particularly at start-up (see Ram et al., 2002 for review). In response, there have been a number of attempts to provide financial support for EMBs. 

Ram and Smallbone (2003) note the example of the Muslim Loan Fund (MLF), established by the East London Small Business Centre in January 2001. The MLF is an innovative finance initiative, targeted at the needs of businesses whose owners are unable for religious reasons to access interest-bearing funds.  Under the management of an established enterprise agency with considerable experience of managing and delivering loan funds for small firms, including EMBs, the Muslim Loan Fund is an example of an initiative that is tuned to the financial needs of a specific ethnic group, thus recognising the diversity that exists between ethnic minority groups.
The fifth and final component relates to strategic initiatives that aim to locate and identify the key characteristics of EMBs. This can be seen as a response to the widely noted problem of inadequate information on the scale and dynamics of EMBs. To this end, a number of Business Links in Birmingham and London have made particular efforts to establish central resources to improve data on the scale and dynamics of EMBs in their catchment areas (Ram and Smallbone, 2003). 
Perhaps the most prominent strategic initiative is the Ethnic Minority Business Forum (EMBF), which exists to advise ministers on the issues facing ethnic minority business communities. Launched in July 2000 to strengthen government's dialogue with ethnic minority business communities, the Forum is a sounding board for ethnic minority businesses and government alike. The EMBF’s remit is to provide independent advice to government in relation to SME policy and practice as it relates to ethnic minority business. It has two principal functions: to engage with government departments and offer strategic advice on matters relating to ethnic minority enterprises and to listen to ethnic minority businesses in order to take note of their views.
Membership of the Forum comprises 17 business owners from different minority ethnic communities and an academic specializing in the field of ethnic minority entrepreneurship. Board meetings are held at approximately two month intervals, providing an opportunity to meet with government officials and ministers and contribute to consultations and policy reviews. The EMBF also holds regular consultation events in different regions of the UK. These events provide an opportunity for the Forum to engage directly with business support organizations as well as ethnic minority businesses. The ensuing discussions are taken into account when providing advice to government.
Much of the detailed work of the Forum is undertaken in four sub-groups, which correspond to areas of importance for EMBs: finance; access to markets; leadership and workforce development and business support. Currently, a major concern of the finance sub-group is to promote the recommendations of a major survey on the financial experiences of EMBs. The ‘access to markets’ sub-group is examining ways of increasing supply chain opportunities between EMBs and large organizations in the public and private sector. Encouraging EMBs to take advantage of training opportunities is a key issue for the ‘leadership and workforce development’ sub-group. The ‘business support’ sub-group is very keen to improve the quality of information on EMBs so that policy can be improved.
3.
SUPPORTING EMBs: KEY CHALLENGES
a. Improving data capture

A lack of reliable information on EMBs is a common problem in many areas in the United Kingdom (Ram et al., 2002) The inadequacy of data on the scale, dynamics and performance of ethnic minority firms is problematic for a number of reasons. First, it makes it difficult to assess the extent to which ethnic minority businesses are participating in the myriad schemes, services and programmes of support for small firms. Second, without adequate information, support agencies are unlikely to develop an accurate picture of the problems, priorities and potential of ethnic minority businesses; this makes it difficult to devise measures that respond to client needs. Third, growing diversity of ethnic minority enterprise is widely noted (Jones et al. 1992; Ram and Smallbone, 2003). There are differences between ethnic minority groups, between different generations, between different sectors and between different stages of development. Accurate and relevant information is important if services are to be tailored appropriately.

Deakins et al.’s (2003:857) five-city study of EMB support noted some improvement in data collection, but observed that:

… there is still 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 support policies tuned to the specific needs of EMBs.

b. An emphasis upon engagement

Developing active approaches to engaging with ethnic minority communities in business is a clear outcome of the developments noted above. Considerable attention is now being accorded to developing relationships with ethnic minorities that may have been under-represented among Business Link clients in the past. The following are considered important elements in an engagement strategy,  

· Representation for EMBs across the Small Business Service (SBS) structures 

· An outreach strategy to engage EMBs 

· Promotional approaches through media, focusing on those that are the most widely used by the ethnic minority communities 

· Transparent monitoring and annual reporting of performance of individual SBS franchisees with respect to EMB targets (Ram et al., 2002).

c. Developing an ‘integrated’ system of business support

A key theme highlighted by this review is the increasingly divergent experiences of ethnic minority groups in business. This is not altogether surprising given the different patterns of social, cultural and economic activities of Britain’s ethnic minorities noted in the 2001 census (Owen, 1994). However, the different trajectories of ethnic minority businesses are contingent upon a variety of factors, not solely ethnicity. 

For policy makers and practitioners, the key challenge is to redefine the mainstream ‘markets’ for business support around the principle of diversity. The issue may be seen as one aspect of the heterogeneity that exists in the small business sector which needs to be understood by private and public sector policy makers if finance and business support services are to be truly client focused. Hence policy makers need to recognise the diversity that exists between EMB groups, as well as between generations in some cases, re-evaluating the question of whether or not it is useful and/or appropriate to treat EMBs as a single category from the standpoint of access to finance and business support. 

d. Promoting sectoral diversity

The need for diversification is a key theme emerging from this review, and indeed much policy activity (see, for example, initiatives supported by the Phoenix Development Fund). Increased diversification and movement into higher value added activities can be facilitated both by helping new enterprises become established in new sectors of activity and helping existing businesses adjust and/or upgrade. Such initiatives deserve further support in view of the need to shift the emphasis in EMB activity away from traditional sectors. As Ram and Smallbone’s (2003) review of EMB policy demonstrated, a number of initiatives appear to successfully combine an approach to delivery that is sensitive to the needs and aspirations of members of different ethnic minority groups with a sectoral focus, which is essential if the diversification noted above is to be effectively implemented.

New entrants need basic information on the likely prospects and pitfalls in various sectors.  Even so, individuals’ personal preference and expertise must be catered for and prospective entrants into traditional sectors like the restaurant trade ought clearly to be encouraged if they have expertise in the field and are prepared to distance themselves from the competition by locating in fresh places or by offering a distinctive brand.  

In a sense, then, the future health of EMB depends upon achieving a less skewed more ‘normal’ distribution between branches of economic activity.  A key question is, “What is preventing them from achieving this?”  To the extent that the problem is attitudinal – lack of awareness, unwillingness to abandon the tried and trusted, lack of confidence about competing in historically white-dominated spheres where there are few EMB precedents and role models – there is an obvious role for support bodies and networks in supplying information, raising awareness and confidence-building.  

e. Sharing good practice, dissemination and evaluation

Although there has been considerable activity in the field of ethnic minority business support, there is still a dearth of knowledge on what constitutes good practice, a lack of systematic dissemination of key developments and very little independent evaluation. Ram and Smallbone’s (2003) review of a range of initiatives targeted at EMBs that in one respect or another constituted good practice, addresses some of these issues but the authors readily concede that more work needs to be undertaken on the content and impact of such initiatives. Calls for evaluation were repeated by Deakins et al., (2003) and Ram and Smallbone (2003).  Evaluation is an important tool for identifying good or appropriate practice and it can serve an important function in promoting policy learning (Sanderson, 2002:13).
f. Self-employment: An escape from poverty?
As noted, earlier, the promotion of enterprise as a means of tackling disadvantage and promoting upward mobility is a key objective of government policy on small firms. However, in assessing this question, a number of points need to be borne in mind.  First, although some ethnic groups have much higher than average levels of self-employment, this should not be seen as an unqualified indicator of ‘upward mobility’.  For instance, evidence indicates that many Asian small business owners are stuck in highly competitive and precarious market niches (notably, lower-order retailing); are under capitalised; work long hours, intensively utilising familial and co-ethnic labour and are struggling to survive in hostile inner-city environments (see Curran and Blackburn, 1993; Ram and Jones, 1998, for review of this evidence).  Second, the role that ethnic minority-specific enterprise agencies have played in encouraging sustainable self-employment in minority ethnic communities has rarely been subject to close scrutiny.  Storey (1994) suggests that such agencies, like enterprise agencies per se, are probably more effective in achieving ‘social’ objectives than the goals of job generation and business competitiveness.  Such agencies have also been shown to be hampered by a lack of clarity over objectives, unstable funding regimes, and concerns over quality (Deakins et al., 2003; Ram, 1998).  

Third, placing undue emphasis on self-employment as a route out of social exclusion negates the importance of material factors to small business ownership.  In the specific case of ethnic minority business owners, ‘class’ resources are arguably of more importance than so-called ‘ethnic’ resources.  Class resources refer to the possession of capital, educational qualifications, together with related intangibles such self-confidence, articulacy and communications skills (Light and Bonacich, 1988).  These assets, rather than cultural traits, account for the differing experiences of ethnic minority communities in self-employment (Ram and Jones, 1998). Overalltherefore, our analysis shows that business ownership should not be regarded as a panacea for the social inclusion of ethnic minorities.  At worst, business ownership can reinforce exclusion through the limitations of business and social ties. 

CONCLUSION
The UK has witnessed increased interest in ethnic minority entrepreneurship from scholars, policy-makers and practitioners. This has resulted in a marked rise? in theoretical sophistication, and increasing programme activity. The flurry of initiatives aimed at ethnic minority businesses illustrate, in the UK at least, a renewed interest in the potential of entrepreneurship to tackle persistent problems of economic disadvantage. It is important to caution against the excessive claims of some of the proponents of self-employment ?as a means of upward mobility. Nonetheless, it is clear that ethnic minorities now do figure in the activities in many business support agencies across the UK. However, the evidence on the effectiveness of such initiatives is still scarce and it is clear that the literature on evaluating this area of work needs to be developed further.
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� For the purpose of the current research, EMBs are defined as businesses that are either wholly or at least 50 per cent owned by people of ethnic minority origin, that are from a different cultural and linguistic background to those businesses that are managed predominantly by ‘white’, European, English speaking people. 
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