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EVALUATING SMALL BUSINESS PERFORMANCE-A MATCHED PAIR
ANALYSIS OF AFRICAN CARIBBEAN OWNED BUSINESSES IN THE UK

Nyebuchi Ehoro (Prince), PhD

African Caribbean Owned Businesses (ACOBs) have been postulated as having
performance-related problems especially when compared with other ethnic minority
groups in Britain. This research investigates if ACOBs may be performing less than
similar firms in the population and why this maybe so. Therefore the aspiration behind
this study is one of ratifying the existence of performance differentials between
ACOBs and White Asian Owned Businesses (WAOBs), apprehending the most likely
drivers of performance differentials with the perspective of proffering a meaningful
comprehension and explication for all stakeholders in the given context, by using a
triangulation of methods and matched pair analysis. Every ACOB was matched along
firm specific characteristics of age, size, legal form and industry (sector), with similar
WAOBs. Our conceptual framework, identifying key factors impacting on firm’s
performance enabled us do this.

Findings show support for hypothesis that ACOBs are more likely to perform
less than the WAOBs; WAOBs out-performed ACOBs in the objective and subjective
assessments. Though we found some differentials between both groups in the
entrepreneur’s characteristics and various emphases in strategic orientation in overall
business strategy, these were not the most likely drivers of performance differentials
between ACOBs and WAOBs. Rather the most likely drivers of performance
differentials were found in firm activities and operations, though firm’s in both groups
belonged to the same sector, ACOBs tended to major on lower to middle level
services while the WAOBs majored on middle to higher level services.

ACOBs tended to have brands that were not as popular in the mainstream with
most of their manufactured goods being seen as ‘exotic” while those by WAOBs were
percieved as ‘traditional’ implying that WAOBs are able to reach mainstream with
traditional products, these higher demand base transmutes to higher profit margins.
Moreover, ACOBs had a higher proportion of its clients constituting of individuals
than business organisations while the WAOBs had a higher proportion constituting of
business organisations, this can impact turnover and profit margins as it is well known
that organisations will purchase more and pay more than individual clients.
Differentials are possibly linked to important factors, whose absence may tantamount
to barriers in their performance, including: access to mainstream distribution
channels, popularity of brand, lack of discriminatory practices and difficulties in
accessing mainstream finance. The relative absence of these factors has complicated
their ‘break-out’ and sales efforts in the mainstream markets.

Therefore findings from this study have far reaching implications for policy
makers, practitioners, government institutions and support agencies, targeting help to
ACOBs, seeking to improve their performance, and encourage ‘break-out’ into more

emerging sectors.

Keywords: Performance, African Caribbean, small business, ethnic minority,

matched- pair analysis, strategy, entrepreneurial characteristics
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CHAPTER ONE

Introduction

1.1 Introduction and Contribution of Ethnic minorities

Ethnic minority-owned firms constitute a crucial segment of the small business
population in the UK and studies have actually shown that the level of self-
employment and business ownership in some ethnic minority groups is higher than in
the white indigenous population (Bank of England, 1999). Other studies have revealed
“within the SME sector, ethnic minority businesses represent around 10% of the total

business stock™ (Barclays bank, 2005, cited in Worthington et al., 2006:201).

Within the group of ethnic minority-owned firms, however, comparatively few studies
have been under-taken of African Caribbean Owned Businesses (ACOBs) in the UK,
especially when one compares this to the number of studies focussing on Asian-
owned businesses. This means that relatively little is known about ACOBs relative to
other ethnic groups (The Guardian, 1999; Atherton, 1999: cited in Ekwulugo, 2006)
such as their internationalisation processes and strategic orientation. Despite this,
ACOBs are becoming very important in their contribution to the growth of Britain’s
small business sector especially in the major cities like London, Birmingham and
Manchester. “Black women have been shown to have the highest rate of business
ownership of women from any ethnic group, including whites” (cited in Blankson and
Omar, 2002:126). A quick review of most past literature suggests that often African
Caribbean businesses are treated monolithically as part of ethnic entrepreneurship
research in Britain - usually treated as a more general theme of “ethnic minority
groups” with the African Caribbean businesses being lumped in as part of the research

agenda. (Nwankwo et al., 2004)

African Caribbean Owned Businesses (ACOBs) are increasingly becoming a
constituent of these ethnic minority owned firms in Britain. Paradoxically, recent
evidence indicates that African owned small businesses are the most rapidly mutating
phenomenon especially in London (Nwankwo, 2003). Ram and Smallbone (2003)
point out that black and minority ethnic businesses represent almost 7% of the total

business stock in the UK, a figure that is likely to increase over time since the ethnic
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population is expected to double over the next 25 years. More recently findings have

shown that about 10 per cent of business start-ups are from black and minority ethnic
groups (Willman, 2006).

The increasing entrepreneurial activities among ACOBs are corroborated by findings
from the Global Entrepreneurship Monitor (GEM) (2002; 2003:6) that “black people
are more than twice as likely as white people to set up a business independently, or to
be involved with a job related start-up. They are five times as likely as their British
counterparts to be business angels.” It shows that both African Caribbean and Indians
from the Asian subcontinent have strongly positive attitudes towards
entrepreneurship. It has also been shown that black and minority enterprises now
employ more than half a million people in the UK and have a combined turnover
exceeding £90 billion (Stubbs, 2006). Despite these trends it appears that ACOBs
may have particular problems, trapping these businesses in a negative cycle of

performance- related issues.

Therefore, although the general profile of this study falls under ethnic minority
studies, the particular focus of this research is African Caribbean Owned Businesses

(ACOBs).

1.2  The Research Problem

The lack of research on the African and Caribbean business community has been
noted by Curran and Blackburn (1993), who assert that despite media attention,
relatively little is known about African and Caribbean business practices (see also,
Ram, 1998, Cited in Ram and Barrett, 2000; Wainright, 2000), let alone their relative
performance compared to other similar businesses. One explanation suggested by
Nwankwo (2005) for this lack of research has been the dynamic and constantly
evolving nature of the ethnic minority business sector due to changing patterns of

migration, making it difficult for policy makers to identify empirical regularities.

Where studies have been under-taken, however, they have postulated ACOBs as
having performance-related problems especially when compared with other ethnic

minority groups in the wider society (Robb, 2002; Borooah and Hart, 1999; Ward,
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1971, 1991: cited in Ram et al., 2006; 297; Blackscke, Boissevain-and Grotenberg,
1990).

Therefore this research focuses on investigating if African Caribbean Owned
Businesses may be performing less than similar firms in the population and why this
may be so. We also hope to uncover peculiarities of these ACOBs as well as the
challenges facing them. Therefore the aspiration behind this study is one of ratifying
the existence of performance differentials between ACOBs and White Asian Owned
Businesses (WAOBs), more importantly, one of apprehending the most likely drivers
of these performance differentials in the perspective of proffering a meaningful

comprehension and explication for all stakeholders in the given context.

1.3 Objectives of the Research

To enable us to investigate the above problem, this research has set a few objectives
to act as a rudder in steering this study on the right trajectory. These objectives

include:
O Objective 1.

To develop a conceptual framework of most likely factors impacting the performance

of entrepreneurial ventures
O Objective 2:

To compare the comparative level of financial and non-financial performance of

ACOBs and a matched group of similar firms

O Objective 3.

To identify the most likely factors contributing to any performance differential

between ACOBs and their matches

O Objective 4:

To propose ways of improving performance levels of ACOBs in the given context
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The distinctiveness of this study is seen in the application of matched pair analysis to
small businesses, an approach initially used in larger companies (Daly et al., 1985;
Mason and Wagner, 1994; Steedman and Wagner, 1987; 1989) and later applied to
small business research [(Hitchens and O’Farrell (1988) and O’Farrell and Hitchens,
(1989)] allowing for rigorous comparison between ACOBs and the wider population.
This also overcomes the weaknesses of random sampling, by carefully matching
ACOBs closely with White or Asian Owned Businesses (WAOBs) based on selected
firm characteristics such as: industry sector, legal form, asset size, and age, enabling
us compare like for like. We further maximise the depth and wealth of data collection
by adopting a triangulation approach or mixed strategy of qualitative and quantitative

data collection through a combination of face-to-face interviews and questionnaires.

This study pursues its investigation by initially developing a conceptual framework of
likely factors impacting on a firm’s performance, and does this by examining key
issues such as: firms’ business performance, entrepreneurial attributes, skills and
experience, firms’ strategic orientation, firms’ business environment and
competitiveness, firm’s activities, operations and barriers. It also touches on pertinent
issues in ethnic minority research such as mainstream issues, government and support
institutions, and internationalisation, financing issues. Though the focus of this study
is performance related, we hope to provide a rather robust study on ACOBs by
providing both confirmatory and revelatory insight into the entrepreneurial
characteristics, business environment, competitiveness, strategic orientation, firm

activities, operations and barriers of African Caribbean business owners (ACBOs).
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CHAPTER TWO

Literature Review

2.1 Introduction

The aim of this literature review is to provide an integrative and analytical framework
for studying the performance level of African Caribbean Owned Businesses
(ACOBs). Therefore this chapter starts off by looking at the context of ethnic minority
small business research in the UK, after which it reviews arguments on performance
measures. This done it goes on to examine relationships between a firm’s
Performance and its’ key determinants with the objective of providing a conceptual

framework to guide the research. This conceptual framework provides “an

explanation, graphically or in narrative form, the main things to be studied, the key

factors, constructs or variables and the presumed relationships among them.” (Miles

and Huberman, 1994:18)

It is worthy of note that much of the review of literature underpinning the conceptual
framework is contained in later chapters which examine each of these components in
more detail and secondly much of the review of literature underpinning the conceptual
model is drawn from the small business literature allowing theory testing and
providing a different slant from earlier studies done in ACOBs(Ekwulugo,2006;
Nwankwo,2005; Smallbone et al.,2003) hence allowing us explore rich perspectives
of both ethnic minority and small business literature. This review does this by
examining some key components to be considered in predicting growth or
performance of small business firms. These include entrepreneurial characteristics,
firms> strategy, and firm-specific characteristics (Storey, 1994). This has been
similarly referred to as founding entrepreneur, venture strategy and industry structure
in the study of new ventures (Sandberg and Hofer 1987; Chrisman et al., 1998). In
some studies moderating components such as the firms’ business environment are
taken into consideration (Covin and Slevin, 1989; Lumpkin and Dess, 2001), with the
mixed embeddedness providing an invaluable way of interpreting the behaviour and
development of ethnic minority businesses in the context of the wider structures in

which they are embedded (Kloosterman et al., 1999).
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2.2 Entrepreneurial and Literature Context of Ethnic Minority Businesses in the UK

Ethnic minority businesses in the UK have witnessed an increased growth in recent
times; African Caribbean owned businesses are no exception [Ethnic minority
business forum (EMBF Report, 2005)]. This is largely due to the increasing migration
of a large number of Africans to the UK (Ekwulugo, 2006). It is estimated that the
black population of the UK is set to increase by at least three million by the year 2025
(CEEDR, 2000).

Most of the existing literature on ethnic minority assumes the existence of implicit or
explicit differences between ethnic minority businesses (EMBs) and the rest of the
businesses in the wider UK population. A lot of discourses in these studies are built
on the existence of major differences between ethnic minority businesses and ethnic
majority businesses following the rapid self employment growth among south Asians
(Curran and Burrows, 1988), arrogating such characteristics as, pooled capital, cheap
labour, loyalty of customer seen as privileged ethnic resources that come about as
belonging to a social network (Light and Bonacich, 1988, Waldinger, 1990). Some of
these studies initially done in America cited ethnic minority communities like the
Chinese and Japanese as examples(Light, 1972; Bonacich and Modell,1980).This
ethnic resources” model provided explanation for the Pakistan enterprise economy
underpinned by what Werbner, (1980,1984) has shown to be insider networks
stemming from trust that comes with ethnicity, traditionalist family values and
religious values, the south Asian were seen as the embodiment of ethnic
entrepreneurship culture ( Patel,1991), on the opposite end of the spectrum curiosity
was triggered by the visible failure of African Caribbean enterprises arrogated to the
absence of sources of capital, family labour and other ethnic resources.(Soar,1991:
Ward,1987 cited in Ram and Jones,(2007). The problem with this ethnic resources’
model is that it has given rise to stereotype portrayals of Asian and African Caribbean
businesses (Jones and McEvoy, 1986; Miles, 1982), ignoring the environmental
context in which these businesses are embedded. Researchers have drawn attention to
problematic structural position small firms in general in markets as the compete with
Jarge corporate firms, but other studies have shown that its not just an ethnic resource
issue but one of environmental opportunities which is exacerbated in the case of
EMBs such as raising capital credit(Jones et al., 1989; Ram et al.,2002), customer

resistance on the parts of whites (Jones et al., 1989,1994a) therefore a need arises to
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take into consideration what sectors these EMBs are located in, as some of these

sectors are dominated by large corporate competitors (Rainnie,1989; Barret and
Rainnie,2002).

Virdee’s (2006) further argues that most of what was seen as the rise of Asian
ownership was not an indication of economic advancement (superior ethnic resources)
but rather driven de industrialisation, rising unemployment and depressed local
economies, as a result many of these EMBs have arisen from necessity rather than the

positive choice assumed in culturalist views.

As a result, most of the behaviours and values arrogated as a specific ethnic
characteristic of south Asian cultures such as ability to work long hours, use of family
and personal resources, as unique ethnic minority phenomenon or resources, have to
be examined in context (Jones et al., 1994) these kind of arguments held by ethnic
resources’ model has held undue influence of policy and academic discourses in the
field of ethnic minority entrepreneurship. The key drawbacks include tendency or at
times over emphases on cultural determinism and a neglect of the context that shapes
ethnic minority entrepreneurship, such as sector, government policies and regulations.
Ram and Jones (2007) have argued that many of the values and behaviour patterns
presented as specifically products of south Asian cultures are actually better seen as
products of a small business class culture( Mulholland,1997), i.e. a characteristic
likely to be found among small business enterprise rather than just Asian ethnic
minority enterprise. Ram and Jones (2007) have pointed out that “even so it seems
appriopriate to present ethnic social capital as a version of a universal theme rather
than some kind of exotic phenomenon in its own right requiring an n entirely separate
mode of analysis.” Still yet, many of such ethnic exceptionalism studies and ethnic
resources’ model have thrived e.g. Basu and Altinay’s feeling of a growing
recognition of the need to acknowledge the diversity of characteristics and
experiences between different ethnic minority groups, rather than dealing with them
as just one (EMBs) group, more especially in the light of existing evidence of cultural
differences between the six groups in London (Basu and Altinay, 2002) seen in:
business entry motives, in patterns of finance, in the nature of business activity, in
women’s business involvement, and the extent of their dependence on co ethnic

labour and customers. Such studies are further buttressed by the extreme experiences
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of ACOBs in terms of access to finance casting serious shadows of doubts on the
plausibility of treating EMBs as a single entity from a banking and public policy
perspective (Ram et al., 2002). The fact remains that even if there are cultural
differences EMBs research stands to benefit more from studies done not in isolation

but in relative comparison with majority owned businesses. (Ram and Jones, 2007)

Furthermore there has been an increasing influence of studies, highlighting the
interrelationships between ‘ethnic’ resources and external opportunities (Waldinger et
al., 1990), with the mixed embeddedness providing an invaluable way of interpreting
the behaviour and development of ethnic minority businesses in the context of the

wider structures in which they are embedded (Kloosterman et al., 1999).

Mixed embeddedness, offered by Kloosterman et al. (1999) stresses on the structural
context, the state regulatory regime — in which ethnic enterprise must operate. This is
seen as an up-shoot from Granovetter’ (1985) insight that entrepreneurial activity
takes place not in a sealed off economic dimension but is vitally rooted in resources
and support mechanisms derived from the entrepreneur’s social networks. This model
argues that enterprise is simultaneously embedded in an external political-economic
structure of markets and states; a dimension insufficiently recognised and very much
under theorized by the interactionists. The emphasis of mixed embeddedness is that
ethnic businesses must be seen as grounded in the wider political- economic

environment as well in the social capital of its own communities.

This growing rejection of cultural exceptionalism which presents minority ethnicity as
a unique generator of business resources for exclusive use of group insiders (cf.
Metcalf et al., 1996; Werbner,1984; Ram and Jones ,2007) with a preference for
mixed embeddedness model, encourages researchers to take advantage of a wider
range of small business literature to underpin their research especially with with
classic and recent studies like (Bechofer and Elliott,1978; Wright Mills,1957)
highlighting universality of notions usually ascribed to only EMBs e.g. Arrowsmith
et al., (2003) cited in Ram and Jones (2007) has shown that paternalistic work

relations, and a disdain for external linkages characterize many SMEs not just EMBs.
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However a lot of limitation in the ethnic resources model studies are due to
conventional practice of studying these groups in isolation, an ‘embarrassing
limitation’(Light, 2004:26) and also due to the relative absence of matched
comparative studies of ethnic minority business and mainstream businesses. “From a
narrower technical perspective, all of this also underlines the need to compare EMB
alongside mainstream white-owned businesses, a method which demonstrates that
class cultures often trumps ethnic culture in influencing outcomes (Mulholland, 1997

cited in Ram and Jones, 2007)

Stemming from the arguments above, future investigations of ACOBs should not be
quick to arrogate differentials if any to just a lack of ethnic resources as some past
studies have quickly concluded (Ward, 1971, 1991: cited in Ram et al., 2006; 297))
but should consider the embeddedness of such ACOBs, the contextual opportunistic
structure available to these as well as other socio — economic and political factors that

may be influencing their performance.

There fore the conceptual model underpinning this research refuses to study ACOBs
in Isolation but takes into cognisance their interaction within a social and economic
context by examining relationship with their business environment, strategic
orientation, firm acivities and operations, barriers they face in contact and relationship
access. This mixed embeddedness is seen in their general desire of ACOBs to
mobilise access to mainstream capital, mainstream market and relationship with
government and support agencies. Our work further integrates this model by adopting
a comparative approach with majority owned businesses which is often ignored in
many EMBs research. Ram and Trevor (2007:441) acknowledged that EMBs “are
mostly studied without any reference to ‘ethnic majority entrepreneurs or to the

scholarship these have engendered.”

African Caribbean owned businesses are not exempt from such scholarship, as
researchers still believe that there is a dearth of research on African and Caribbean

owned businesses (Jones, 1993; Sills and Desai, 1996; The Guardian, 1999; Atherton,
1999, Nwankwo, 2005).

«“...Consequently, there are gaps in existing knowledge of the ethnic minority
enterprise sector and these tend (o manifest themselves in a range of
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intervention strategies targeted at the sector. What is generally observable is
while the more entrepreneurially visible sub-groups (e.g. Asians) have tended
lo attract research interests, the 'emergent entrepreneurial’ sub-groups (e.g.,
Africans and Caribbeans) have become subsumed in generalisations
ascribable to the former.”(Nwankwo, 2004:2)

In spite of the relative lack of research on ACOBs, a growing number of studies based
in the UK have examined the growth of African and Caribbean business evolution by
focussing on different trajectories e.g. the development of black African small
medium enterprises (Ekwulugo, 2006), impact of regeneration processes on these
businesses (Pemberton et al., 2006), characterisation of their entrepreneurial
orientations (Nwankwo, 2005), access to finance (Smallbone et al., 2003; Guthrie,
2003; 2002), assessment of the marketing practices (Blankson and Omar, 2002),
impact of qualification on professional and managerial employment (Bennett 2002),
‘break-out’ and mainstream issues (Ram and Hillin,1994; Ram et al., 2003), policy
and support institutions (Ram et al., 2006; Ram and Smallbone, 2001; 2003), to

mention a few.

Most of these studies have made inroads to the understanding of ethnic minority
businesses more especially the African Caribbean owned businesses, in most cases
adopting qualitative approaches based around convenience sampling and methods
because of difficulties surrounding data access from the African Caribbean population
or availability of reliable sampling frames to provide valuable exploratory data.
However Ethnic minority business and African Caribbean owned business research
stand to benefit from a research done not in isolation but by matching ACOBs with
similar Majority owned business or mainstream businesses, not by using convenience
sampling but by using a matched pair approach, not by using just qualitative or just
quantitative but by using a triangulation of methods allowing us to build further on
these foundations, allowing us consider the likely economic and political structures
that may be impacting on performance differentials between ACOBs and similar

mainstream businesses in the UK.

2.3  Performance Dimensions

The definition and goals of entrepreneurship has no generally accepted consensus

among researchers, so it is perhaps no surprise that the assessment of successful
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performance for new ventures varies widely. Definitions of performance include:
continuing to stay in business (Reid, 1991), level of sales and financial returns
(Tigges and Green, 1994), introduction of new lines and quality products
(Venkatraman and Ramanujam, 1986; also cited in Rhodes and Butler, 2004).

Moreover, there have been a lot of concerns raised, with reference to studies exploring
the performance of firms using financial indicators alone; indicators like inputs (i.e.
total assets or the owner’s equity) and outputs i.e. total income and profits (Murphy et
al., 1996). Murphy et al., (1996:16) cites Chakravarthy, (1986) in arguing, that,
“financial performance is at the core of the organisational effectiveness domain. Such
performance measures are considered necessary, but not sufficient to define overall

effectiveness.”

Furthermore, financial measures have been criticized because small business owners
may be unwilling to reveal accurate and specific information related to their financial
condition (Rhodes and Butler, 2004). Also Kotey and Meredith (1997) have argued
that small business owners do not always equate financial performance with business
success. This is because they create businesses for a number of reasons and their
perception of business success can include a wide range of expectations concerning

performance.

Therefore several studies suggest that firm performance should be assessed with
regard to a broad range of performance measures, including financial as well as non-
financial indicators (Kaplan and Norton, 1992; Murphy et al., 1996; Westhead and
Cowling, 1997; Kloot, 1999). So in order to avoid the pitfalls of a univariate study of
firm’s performance, it became needful for business research to conceptualise a
comprehensive, multivariate and longitudinal study framework, which could guide
researchers and help practitioners assess performance by focussing on both the
financial and non-financial performance indicators facing these entrepreneurial

ventures.

In searching for greater integration and stronger conclusions in future performance
studies, Murphy et al., (1996) proposed a performance measurement framework after
examining 51 published performance articles. The performance dimensions identified

from these papers included efficiency, growth, profit, size, liquidity, success/failure,
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market share, leverage and survival. Murphy et al., (1996) argues that no study in the
studied samples had ever examined more than five of these dimensions and advocated
for a multi dimensional approach to performance studies. This is necessitated by an
emerging interest on drivers of future growth (e.g. sales) with market-based
performance being seen as central to such development (Clark, 1999). These
dimensions will be adapted with non-financial performance measures as revealed in
studies by Adam and Sykes (2003) whose study was influenced by Kaplan and Norton
(1992). These non-financial measures are oriented towards customer’s satisfaction,

employee satisfaction, innovation and internationalisation (see Figure 2.5).

2.4 Strategy
2.4.1 Definition of strategy

Business strategy has been characterized as the manner in which a firm decides to
compete (Walker and Ruekert, 1987), encompassing the pursuit, achievement, and

maintenance of competitive advantage in an industry (Varadarajan and Clark, 1994).

2.4.2  Link between strategy and performance

“The notion that superior performance requires a business to gain and hold an
advantage over competitors is central to contemporary strategic thinking.” (Day and
Wensley, 1988:1) Therefore it is not surprising that so many researches have linked
the concept of strategy to performance. (Storey, 1994; Lumpkin and Dess; 1996;
2001; Morgan and Strong, 2003)

Study of strategy and performance has been approached from the process (Mintzberg
and Lampel, 1998), the context (Hartman et al., 1995) and content perspectives
(Velvath and Shortell, 1993). While the first two examine management activities
resulting in decision-making and conditions under which each of these takes place
respectively, the third addresses the properties of the strategic decision and the
business content per se. However, consistent evidence has been lacking in the use of
the first two approaches (Rogers, 1999) while content approach has provided more
consistency and clarity in explaining variations in business performance (Voss, 2000;

Strong and Morgan, 2003)
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Ketchen et al., (1996) argues that, despite the equivocality characterizing most of the
content- performance research, an organization’s breadth of target market and
method of developing competitive advantage appear to affect its performance. This
study found strategy content significantly related to organizational performance. It
found organisations following a domain-offense strategy more likely to exhibit higher
performance than those following a domain-defense strategy. They also found that in
a dynamic environment, organizations capitalizing on new opportunities tended to

exhibit higher performance as well.

Other studies have found evidence supporting the significant relationship between a
firm’s strategic emphasis on analysis, defensiveness and futurity and its business
performance. However, this was not necessarily the case for aggressiveness,
proactiveness and riskiness (Morgan and Strong, 2003). This differs from Lumpkin
and Dess (2001) findings where proactiveness and aggressiveness factors were shown
to significantly influence and impact on performance levels. These differences were
attributed to industry types being considered; moreover Lumpkin and Dess (2001)
included moderators like environment. The relationship between strategic orientation

and performance is illustrated in figure 2.1

Figure 2.1: Strategy and business performance
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2.4.3  Limitation of previous studies

1. Assumptions of mutual exclusivity (Speed, 1993).

Majority of studies adopt a classificatory approach in conceptualizing the
measurement of business strategy and have used: the Porter (1980) low cost,
or focus typology (e.g., Parker and Helms, 1992); the Miles and Snow (1978)
prospector, analyzer, reactor, or defender typology (e.g., Golden, 1992; James
et al., 1994; or, derived classifications such as that of Wright et al., (1995). As
mentioned earlier, an inherent limitation in this type of approach is the

assumption of mutual exclusivity

2. Relatively less focus on small medium enterprises (SMEs)

The majority of studies done in strategy have tended to investigate large firms and
large groups (Ketchen, 1996; Morgan and Strong, 2003; Lumpkin and Dess, 2001),

and comparatively few on small firms. (Pelham, 1999; Covin and Slevin, 1989)

2.5 Entrepreneurial characteristics and performance

Entrepreneurs have been defined by their ability to seek opportunities that can create
growth and profit (Shane and Venkatraman, 2000) and operate a small business that
s’he or a larger group initiated (Becherer and Maurer, 1997; Rhodes and Butler,
2004). Studies have revealed significant relationships between entrepreneurial
orientation components (personal initiative, achievement, risk-taking orientation and
business performance (Krauss, et al., 2005). Also literature is replete with arguments
on the role of the entrepreneur in venture creation and performance (Schumpeter,
1934; Carland et al., 1988). In spite of the research that has been done on
entrepreneurial personality, studies of entrepreneurial psychological profiles
(Sandberg and Hofer, 1987) have failed to demonstrate convincing links with
entrepreneurial traits or with the firm’s performance (Lanny and Richard, 1993). This
does not in any way imply that entrepreneurs do not play a notable part in firm’s
success or performance but rather their biographical profiles are not evident. It has
been suggested that there is a need for a further integration of decision and behaviour

to better understand firm performance (Chrisman et al., 1998).
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In order to assess the entrepreneurial characteristics or the impact of the entrepreneur
on firm performance, past studies have suggested emphasis on decision and behaviour
of such entrepreneurs (Carsrud and Johnson, 1989; Hofer and Sandberg, 1987), and as
such the influence of skills (Herron, 1990; Durr et al., 2000;Gerber, 1995; Lyons and
Lichtenstein, 1996), the influence of values and beliefs (Chrisman et al., 1998) as well
as the influence of education and experience (Scherer et al., 1989; Herron, 1990; Jo
and Lee’s,1996; Iyigun and Owen, 1999) on decisions and behaviour as crucial. For
instance, such entrepreneurial influence on success and performance can be seen in
the ability of these individuals to stimulate positive or negative employee behaviour
by their assertiveness (Todorovic and Schlosser, 2007) determine the utilization of
information regarding marketing mix decisions (particularly the Promotion and Place
elements) , positively affecting firm performance (Keh et al., 2007). Other studies
have found a relationship between entrepreneurs with higher education levels, who
are older, and whose parents had also been entrepreneurs and the founding of firms
with higher average survival times (Thompson, 2007). While the human capital of the
entrepreneur, particularly managerial skills have been shown to be the greatest

contributing factor to firm’s performance (Haber and Reichel, 2007).

Chrisman et al., (1998) suggests a synchronisation of personality characteristics, value
and beliefs, skills, experience and education, and behaviour and decisions in their
model for determining venture performance. The variables of this model will be
relevant in the course of our study. The general body of evidence suggests a positive
relationship between entrepreneurial characteristics and firm’s performance. This is

illustrated in figure 2.2
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Figure 2.2: Entrepreneurial characteristics and performance
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2.6 Firm-Specific Characteristics

Studies like Storey (1994) have found firm- specific characteristics more consistent
and definitive than those relating to background and resources of the entrepreneur in
determining venture performance. Among these entire variables, firm size and age
have been the most scrutinized of all the characteristics (Czinkota and Ursic, 1991)
due to their impact on a firm’s performance. Others include industry sector (Sandberg
and Hofer, 1987), and firm’s legal form. These are all crucial determinants of firms’

performance that should be considered.

2.6.1 Firm size

Firm size has been shown to influence sales level of a firm (Maleksadeh, 1985; Calof,
1994) to affect industry sunk cost, concentration, vertical integration and overall
industry profitability (Dean et al., 1998). Hendricks and Signal (2001) shows that

smaller firms experience higher growth in sales and appear to do better in improving
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efficiency. A firm’s size can make the difference in the achievement of more accurate
forecasts than counterparts (Small, 1980; White, 1986; and Dalrymple, 1987) as this
can determine the amount of resources, time and expertise in data gathering that will
be committed by the firm. Size has been discovered to affect the ability of a firm to
expand resources, to absorb risk and increase bargaining power (Erramili and Rao,
1993); for instance, larger firms tend to have specialized managerial resources and can
make use of economies of scale (Samiee and Walters, 1991). Studies have also shown
a relationship between firm size and its propensity and ability to export (Madsen,
1987; Culpan, 1989) and propensity to invest in ‘R and D’ (Dosi, 1988; Acs and
Audretsch, 1991) though Shefer and Frankel (2004) argue that any existing
relationship between firm size and ‘R and D’ is a rather weak one but the balance of
evidence on the relationship between firm size and overall firm performance is
positive. Recent studies continue to uphold this positive relationship e.g. firm size and
export performance (Larimo, 2007), firm size and exporters’ economic performance
(Ural and Acaravci, 2006), firm size and performance improvements. Therefore any
assessment of firm performance may want to factor firm size into consideration or

control for it in order to get a reliable result.

2.6.2 Firm age

The balance of evidence from wider literature supports a relationship between firm
age and overall performance (Lumpkin et al., 2006). For instance, Storey (1994)
shows an almost unanimous finding in both the United Kingdom and the United
States that younger firms grow more rapidly than older firms. The general pattern is
that younger firms are more likely to achieve maximum efficient scale (MES) than
older firms who have slowed down because this has already been achieved. On the
other hand older firms tend to have better sales history than younger firms, giving
them an advantage in predicting and forecasting market actions (Makridakis, 1990;

Saunders, 1987) and propensity to export (Javalgi, 2000).

Firm age has been shown to moderate relationship between proactiveness and
performance, as well as relationship between aggressiveness and performance of a
firm (Lumpkin et al., 2006). Findings indicate that as firms’ age, higher levels of firm
competitive aggressiveness and proactiveness respectively will be associated with

relatively higher performance.
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2.0.3  Firm sector

Wider literature acknowledges that the firm sector provides the context in which other
determinants of performance operate. The attractiveness of the sector in respect of
opportunities affects the return on average profits potential, and other expected returns
of the venture (Porter, 1980). Levels of resources, growth in demand and supply as
well as competition will directly affect the ability of a venture to remain in business
(Kunkel, 1991). Furthermore, the sectoral processes can influence the viability and
support needs available to a firm. E.g. Researchers (Blackburn and Rutherfoord, 1999,
Jones et al., 1994) argue that sectoral factors largely account for distinctive problems
faced by Ethnic minority businesses. Finding sector more important than ethnic group
in determining business development needs or issues (Rutherfoord and Blackburn,
2000). Like the previous factors, the balance of evidence shows that a relationship
between sector and performance of the firm exists. Based on these arguments on firm
characteristics, variables like firm size, age, and sector are expected to be important
determiners or moderators of overall performance, which we cannot ignore (see figure
2.3). Rather, in the course of this study, we will control for these variables to enable

us measure the differential performance of ACOBs and their matches.

Figure 2.3: Firm specific characteristics and performance
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2.7 Environment and Performance

Literature shows that the characteristics of a business environment may influence
strategy and hence performance. This includes government regulations, available
business support services, technological resources [e.g. Information technology
(Theodorou, and Florou, 2008)], as well as the competitive pressures. In fact
organisational literature dealing with the environmental effects on structure and
strategy are now acknowledged to be classic [e.g., Bourgeois III (1980); Child (1972);
Keats and Hill (1988); Miller (1987)]. Past studies have also found the type of
environment playing a significant role in shaping firm strategies and performance
during reforms (Ray, 2004). Ray (2004) found that firms having better environment-
strategy 'fit' achieved superior performance. Baum and Wally (2004) have shown that
the environment type will mediate on the firm’s performance by impacting the
management processes. Their study also found that the environmental type is

significantly related to fast decision speed, related with improved growth.

Other studies advocate that the direct impact of competitive environment on
performance will be a weak one (Pelham, 1999) more so in small firms than in large
firms (Hansen and Wernerfelt, 1989). The arguments here are that simpler small firm
organisation structure and flexibility (Fiegenbaum and Karnan, 1991) provides
adaptation and inherent advantage over larger firms (Hitt and Ireland, 1993) by
insulating the small firms from larger firms in smaller market niches (Pelham, 1999).
This relative influence of the environment to performance of small businesses may be
linked to the fact that most entrepreneurs will not really perceive externalities
(environment) as the crucial determinant of their business performance. This may be
true especially when one considers that studies have shown that most entrepreneurs
have internal locus of control, a self-belief that the outcome or the performance of
business is within his or her personal control, a construct originating from Rotter
(1966). This may partly go to explain why small firm managers do not value formal
market research and consequently, it is seldom carried out (Robinson and Pearce,
1984) and ranked at the bottom of activities in terms of time spent on it (Pelham and
Clayson, 1988). However a greater balance of literature advocates the relationship

between a firm’s environment and its performance.
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To study this relationship a broad construct of those characteristics influencing
strategy, identified as dynamism and complexity, were originally studied by Dess and

Beards (1984), and later on by Keats and Hill (1988) and Miller (1988).

Figure 2.4: Environment and Performance

BUSINESS ENVIRONMENT

1. Hostile
2. Benign
STRATEGY
1. Aggressiveness
2. Analysis
3. Defensiveness
4, Futurity
5. Proactive ness
6. Riskiness
OVERALL PERFORMANCE

1. Financial Performance indicators

2. Non- financial Performance indicators

Dynamism and complexity reflect the degree of uncertainty facing an organization
and munificence signals a firm's dependence on those environments for resources.
Since then this construct has been simplified as “hostile and benign” environments in
Covin and Slevin (1989), more recently as “hostile and dynamic” in Lumpkin and
Dess (2001). The view held here is that the environment may determine what kind of
strategic orientation or posture that will be adopted by a business, hence its
performance. Ketchen (1996:52), “support the notion that under dynamic conditions,
a strategy focused on market growth and opportunism can enhance organisational
performance.” The balance of evidence indicates a link between environment and
performance through modifications or influences on firm strategy and structure. This

relationship is illustrated in figure.2.4 above.

2.8 Conceptual Framework of Most likely Variables That Impact Firm’s

Performance

The conceptual framework of the most likely factors that impact on a firm’s
performance, as shown in figure 2.5 is underpinned by review of small business

literature more so than review of ethnic minority literature. Though a bit of review is



done in chapter two, much of the review of literature underpinning these components

is done in later chapters dedicated to each of these. These components are reviewed

under the broad areas of Business performance (see chapter four), entrepreneurial
attributes, skill and experience (see chapter five), business environment and
competitiveness of small firms ( chapter six) strategic orientation (chapter seven) and
firm activities and barriers (chapter eight), exploring the rich literature of small

business and ethnic minority studies.

Figure 2.5: Conceptual model of the key variables that impact on firm’s performance

Business Environment
STRATEGY 1. Hostile
. Aggressiveness D ] 2. Benigm
2. Analysis (Covin and Slevin, 1989, Lumpkin and Dess, 2001)
3. Defensiveness
4. Futurity
5. Proactiveness
6. Riskiness

(Venkatraman, 1989; Morgan and strong 2003)

T v
FIRM OVERALL PERFORMANCE
I.  FINANCIAL PERFORMANCE
ENTREPRENEURIAL CHARACTERISTICS INDICATORS
- Liquidity
1. Personality characteristics - Sales level
a.  Locus of control - Growth
b.  Risk-taking propensity - Profitability
- Market share
2. Values and beliefs e - Efficiency
3. Skills
4. Experience and education 2. NON - FINANCIAL
5. Behaviour and decisions PERFORMANCE INDICATORS

(Chrismans et al., 1998; Thomas and Mueller, - Customer satllst'ficu‘on
- Employee satisfaction

2000) - Innovation
- Internationalisation

t (Murphy et al, 1996; Adams and Sykes, 2003)

THE FIRM- SPECIFIC CHARACTERISTICS

I. Firm size
2. Firm age
3. Firm sector

(Storey, 1994, Lumpkin et al., 2007)




2.8.1 Appropriateness of conceptual framework in the study of ethnic minority

businesses

The conceptual model used in this research is underpinned by small business literature
review more so than the ethnic minority literature. This is motivated by the need to
think through a mixed embeddedness perspective offered by Kloosterman et
al.,(1999) allowing the study to look away from cultural determinism and ethnic
resource models because ethnic businesses are embedded within political economic
environments as well as social capital of its own community. This allows us study the
decisions and behaviours of business as they interact with their environment in such
areas as strategic orientation etc. This is not to stress that there are no differences
between groups but stress the salience of values such as independence, which are
universal to all entrepreneurs and leave little scope for ethicized notions of
entrepreneurial identity, rather decisions and behaviours are closely embedded in

network of interpersonal relations (Granovetter,1985)

It is a forgone conclusion that most ACOBs are micro businesses which are small
businesses (Ram et al., 2006:304). Our conceptual framework incorporates the use of
small business literature in the study of ACOBs, allowing us discover similarities and
differentials between ACOBs and the general small business sector, enabling “story-

telling”about ACOBs in the given context.

The small business undertone of this conceptual framework encourages and provides
empirical underpinning allowing for theory testing within the ethnic minority setting,
e.g. the testing of Covin and Slevin (1989) environmental model, the testing of
Thomas and Muller (2001) and Muller and Thomas, (2002) by examining internal
locus of control and propensity to take risk, the testing of Venkatraman’s (1989) and
Morgan and Strong (2003) strategic dimensions to name a few. The general business
and small business nature of this conceptual framework means that applicability can
be extended to various types of businesses: ethnic or non ethnic or even beyond the
three chosen sectors: manufacturing, media and computer-related services, providing

a much richer context of understanding EMBs.

Moreover because the conceptual framework is informed by small business literature

it is able to provide answers to performance of ethnic as well as non ethnic minority

32



small businesses by providing mechanisms for understanding how the strategic
orientation, entrepreneurial attributes, skills, values and beliefs influence the
behaviour and decisions and hence performance of ACOBs and WAOBs. This
enables us understand meeting and departure points between ethnic minority studies
and general and small business theories e.g. the departure of ACOBs from the

incremental internationalisation process described in Uppsula model (Johanson and

Wiedersheim- Paul, 1975)

The conceptual framework being informed by small business literature allows the
matched pair methodology used in the study of small firms in Hitchens and O’Farrell
(1988) study on performance of small manufacturing companies in south Wales and
Northern Ireland and O’Farrell and Hitchens, (1989) study on competitiveness and
performance of small manufacturing firms in Scotland and England to be extended to
ethnic minority small businesses more specifically ACOBs this overcomes the
weaknesses of random sampling, convenience sampling, by carefully matching
ACOBEs closely with White or Asian owned businesses (WAOBSs) along selected firm
characteristics such as: industry sector, legal form, asset size, and age, enabling us
compare like for like. This allows us eliminate arrogations such as sector, age, size,

and legal forms postulated by previous studies as causes of disparity.

Our study draws from small business literature because on comparatively rare
occasions when EMBs have been studied alongside mainstream business, the inter
group differences in social capital mobilisation and in other business attitudes and
practices have been found to be far less striking than the similarities ( Jones and
Ram,2007). If most ethnic businesses are small businesses or even micro businesses,
then its more likely that they will have similar attributes or characteristics to small
businesses, this allows the study compare ethnic minority businesses with other small
businesses in the mainstream population a failure of the culturalist writers ( Light
2004; Ram and Jones, 2007). This conceptual framework further allows the study
explore ACOBs using general small business constructs removing limitations placed

by culturalist, approaches in the study of ethnic minority businesses.
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2.9 Summary of literature review

The objectives and direction of our literature search and how the various research

areas relate to each other are summarized in Figure 2.6

Figure 2.6: Diagram shows research areas and how the areas relate to each other

n T“o identify the key factors (2) To identify the indicators of
that impact on performance financial performance and non
financial performance

(3) Development of a conceptual model of relationships existing between key
variables and performance

(4) Evaluation of the relationship between these factors and performance
indicators in the given context

Results in:

- Validation of conceptual model of factors that impact on
performance of business ventures.

- Identification of key factors contributing to performance
differentials between ACOBs and matched companies.

- Proposal of ways of improving performance of ACOBs
in the given context.
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CHAPTER THREE
Methodology

3.1 Introduction

This chapter begins with a brief review of the philosophy guiding this research,
identifies main areas to be covered by the research, determines the research data

requirements and describes the strategies and methodologies to be employed.

3.2 Research Philosophy

This study adopts a triangulation approach to data collection and analysis (or mixed
strategies; Jick, 1983); this mixed method is an attempt to secure an in-depth

understanding of the phenomenon in question. It has been stated,

“Triangulation is not a tool or a strategy of validation, but an alternative to
validation. The combination of multiple methodological practices, empirical
materials, perspectives, and observers in a single study is best understood, as
a strategy that adds rigor, breadth, complexity, richness and depth to any
inquiry” (Flick, 1998:231).

The study therefore deploys “a combination of different methods of data collection™.

This particular study has deployed the “within —method” proposed by Denzin, (1970)
meaning using a variety of techniques within the one single method or strategy. The
rationale here is that the weaknesses of one research method are offset by the
strengths of the others. The study assembles both primary and secondary data in order
to achieve the objectives of evaluating performance of African Caribbean Owned
Businesses (ACOBs). Like other similar studies, this relies heavily on primary data:
“The high reliance on primary data is consisient with the findings of many
entrepreneurship researchers who found a scarcity of relevant secondary sources”
(Chandler and Jansen, 1992; Sapienza et al., 1988 cited in Murphy et al., (1996:17).
For instance, most of the ‘non-financial performance’ related questions such as
marketing activities, customer satisfaction, employee satisfaction, internationalisation
and research and development can only be answered through primary data accessed
during the course of fieldwork. And, the secondary data (archival) was needed for

financial performance related questions, €.g., profit margin, sales turnover, and
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incorporation dates. Such information was found within archived documentations

such as company balance sheets and profit and loss statements.

3.2.1  Methodological contributions of the mixed method and advancement to EMB
literature:

This study uses a matched pair methodology employing qualitative and quantitative
data collection and analysis methods, this is not common in ethnic minority and small
business research. More studies done tend to be qualitative on one hand or
quantitative on the other hand It is less common to have a mixed method which

increases the validity, generalisability and reliability of data and analysis.

Generalisations from findings are very in-depth due to the mixed methods of
qualitative and quantitative used. The qualitative increases indepth and detail study
producing comments and encouraging “story telling” about the African Caribbean
business owner and his business illuminating grey and controversial areas while the
quantitative enables us validate and carry out parametric and non parametric

statistical tests to determine frequency, mean and significance of distribution.

3.2.2  Generalisability of Methodological Approach

= |t is based on carefully selected sample of ACOBs from the limited population and
matched with carefully selected sample from general population of WAOBEs, using
the matched pair approach [(Hitchens and O’Farrell (1988) and O’Farrell and
Hitchens, (1989)] to the study of EMBs specifically ACOBs in the UK. This
overcomes the weaknesses of random sampling, convenience sampling used by
most studies of this nature in the past by carefully matching ACOBs closely with
White or Asian owned businesses (WAOBs) along selected firm characteristics
such as: industry sector, legal form, asset size, and age, enabling us compare like
for like. This allows us eliminate arrogations such as sector, age, size, and legal

forms postulated by previous studies as causes of disparity.

= Since the conceptual framework of these study is driven by small business
literature, it can be applied beyond our chosen ethnic groups and three sectors:
manufacturing, media and computer-related services to other small businesses and

sectors which may also provide a particularly rich context in which to extend this
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fr 144 . . .
amework by providing answers to performance of Africans, Asians, Caribbean,

Chinese and other groups and other indigenous groups

It encourages testing of small business concepts and literature on ethnic minority
businesses by extending and testing such concepts e.g. Covin and Slevin, (1989)
environment models, Venkatraman, (1989); Morgan and Strong, (2003) models in
measuring performance of Ethnic minority businesses. Providing answers to little
researched areas like strategic orientation of ACOB. Furthermore, the advantage
of this methodology is entrenched in its ability to compare limited ACOB sample
with larger population data. Especially as it is known that most African Caribbean

owned businesses are micro businesses and have relatively lower numbers in a

city (Ram et al., 2006:304).

3.2.3 Matched Pair Analysis

The strategy deployed in this study follows the method of rigorously matched pair
analysis - comparative case studies developed initially for comparing low productivity
in Britain relative to continental comparators (Daly et al., 1985; Mason and Wagner,
1994 Steedman and Wagner, 1987; 1989). The applicability of matched pair analysis
to small firms is seen in Hitchens and O’Farrell (1988) study on performance of small
manufacturing companies in south Wales and Northern Ireland and O’Farrell and
Hitchens, (1989) study on competitiveness and performance of small manufacturing
firms in Scotland and England. A matched pair design is useful in that it controls for
variables such as size, age, etc which might distort the inter business (group)
comparison due to sectoral differences, economies of scale, learning and first mover
effects. Therefore the strategy summarises the effect of key variables such as strategy,

entrepreneurial characteristics, and environment on firms’ performance while holding

variables like sector, age, and size constant.

One weakness of the comparative case studies is that comparison can compete with
learning about and from the particular case. Denzin and Lincoln (1994:444) argue
that, “comparison may obscure case knowledge that fails to facilitate comparison.”
The study is cognizant of the weakness of this particular approach, and agrees with

Denzin and Lincoln (1994) that in “particularities lay the vitality, (rauma, and

uniqueness of the case.” However, in order to obtain a more generalisable finding, the
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study comparisons were made not only by using these unique characteristics but also

by using generalisable variables.

The strength of these case studies is seen in the fact that they provide the logic of
analytical inferences especially for small numbers of carefully selected cases (Yin,

1984:42-44). Case studies are seen to be flexible in characteristic- making for diverse

types of study. (Hakin, 1987)

3.3 Sampling Process

3.3.1 Population Definition

3.3.1.1 African and Caribbean Population:

The study seeks to evaluate performance levels of African Caribbean Owned
Businesses (ACOBs). The population of interest comprises of African Caribbean
Owned Businesses within manufacturing, media and computer-related services. The

ACOBs included in the sampling frame were:

° Businesses that have been incorporated or in existence for at least 3 years to

avoid sampling new start-ups

° Businesses with minimum total asset size of £10,000 to ensure availability of

intangible or tangible resources

° Limited liability companies to ensure registration and audited accounts.
Sampling limited liability companies enables weeding out of informal economy
activities. Nwankwo (2004) identifies a problem in studying ACOBs, the problem
of distinguishing formal entrepreneurial activities from informal economy
activities. “Informal activities consist of businesses that operate partially or wholly
outside the law by avoiding taxes, ignoring product-quality and safety regulations,
infringing copyrights, and sometimes even failing to register as legal entities. In
this way, these businesses gain a cost advantage and thus compete successfully
with their law-abiding counterparts, though on average they achieve only 46
percent of the formal sector’s productivity.”(Capp et al., 2005) Limited liability
companies are less likely to be informal businesses as in most cases they meet

with four tests suggested by Nwankwo et al., (2004):
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o The business must be registered as a legally constituted company
o Must be traceable and possibly have an official address

o Makes annual tax returns and

o Has an identifiable official employee

Businesses matched had to belong to the same sector because it is well
established that economic sector can be influential in shaping social relations at
work. (Rath and Kloosterman, 1999; Storey, 1994; Rath (2002:12) have shown
that different markets... offer entrepreneurs different opportunities and obstacles,
demand different skills, and lead to different outcomes in terms of business
success’. Businesses within manufacturing, media and computer-related sectors

were chosen because:

Past studies on African Caribbean Owned Businesses have focused on
traditional sectors in personal services such as barbing, hairdressing, construction,
retailing, catering and clothing. (Curran and Blackburn, 1993) Ekwulugo, (2006:4)
states, “A large proportion of black African minority businesses are in sectors
such as catering, retailing and clothing, where survival is becoming increasingly
difficult.” We thought it would be more interesting to investigate ACOBs in what
Ram and Smallbone (2003) have called emerging sectors, including firms in

comparatively new areas of business activity including IT, media and health care.

Businesses in these sectors are less likely to engage in informal economy
activities. Morris and Pitt, (1995) identifies four main categories be riddled with

informal economy activities: trading and hawking, construction, services and

illicit activities.

ACOBs for the purpose of this study is any firm founded or owned by persons of

African or Caribbean origin, regardless of generational type — this includes those

born in Africa or the Caribbean Islands Jater migrating to the UK (first generation) or

those born and raised in the UK by migrant parents (second generation).



3.3.1.2 White and Asian Population:

To measure ACOB performance the study requires comparators. In this case, White
and Asian Owned Businesses (WAOBs) were chosen and matched to the sample of
ACOBs. WAOBs are businesses owned by persons of Caucasian or south Asian
(specifically Indian) origin irrespective of generation. The WAOBs constitutes of 19
white-owned business (86.4%) and 3 Asian (Indian)-owned businesses (13.6%). In
order to dismiss every doubt on the impact of this inclusion on results, we also

included analytical findings based on excluding 13.6% of Indian owned businesses

from the matches.'

Past studies on south Asian businesses have found that East African Asians and
Indians were more likely to be genuine entrepreneurs; while on the other hand,
Pakistani and Bangladeshi enterprises still seemed to be largely comprised of
survival-oriented businesses (Metcalf et al., 1996; East Midlands observatory report,
2001). Indians have faired so well not just in business but other areas. For example,
other studies on Indians have found that on a number of housing and other indicators,
people of Indian origin are doing as well as the Whites. They are more likely to be
owner-occupiers (81% compared with 71% for Whites) and to have somewhat higher
average weekly incomes of head of household and partner (£505 per week compared
with £488 for Whites (Family Resources Survey 2000/01-2001/02). Borooah and Hart
(1999) have shown that “the earnings of Indians and Chinese, by contrast with those
of Pakistanis and Bangladeshis, are on par with those of the white population. That
was why we allowed them form a part of our sample population. The population of

WAOBs was identified using the Financial Analysis Made Easy (FAME) database of

incorporated UK companies.

3.4 Sampling Frame:

Our initial intention was to identify ACOBs through the databases of Black Business

Association (BBA), Business Link, DTI, Small Business Services (S.B.S.), Black

! The differences driven by this inclusion was negligible, and these were in the sclf-assessm.em of’markcting skills
that yielded an insignificant difference between responses from bolh groups (a\'p_pcndlcc.s‘i Table 11-:?) gnd
Efficiency (performance variable) (appendices, Table 11-13) Wthh yielded a significant Fhﬁerencc c011t1rm1ng
similar findings from objective or financial analysis. These findings and others are summarised in the appendices

(Tables 11-2to 11-14)
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MBA Association UK (BMBAA) Ltd., and UK Nigerian business directory. Some of
these directories are agencies and forums dedicated to assisting African Caribbean and

ethnic minority business development and prosperity. The limitation we faced in

using these databases were:

1. Data protection legislations- resulted in difficulties in retrieving information

on ACOBs from organizations in charge.

2. Most government databases did not categorize businesses in terms of ethnicity
making it difficult to identify ACOBs. This could be a result of the resistance to
ethnic classification on the part of entrepreneurs, a recurring theme of the study.
This skepticism may explain the partial recording of ethnicity on the
organizations’ database together with some highly dubious approaches to data-
recording, acknowledged as a fundamental deficiency by a key worker in these

organizations (Ram et al., 2006).

3. Some of the bodies are no longer in existence or are having corporate

problems e.g. Black MBA Association UK (BMBAA) Ltd.

We overcame these limitations by using two directories- “UK Black links Black
Business and Consumer Directory” and “Caribbean Emporium Directory” in
conjunction with FAME. The “UK Black links business and consumer” and
“Caribbean emporium™ directories (the latter a listing of African Caribbean food
manufacturing businesses) had 85% and 100% African Caribbean business dedication
respectively, i.e. that 85% of the businesses listed in the “UK Black links directory”
were ACOBs; the remaining 15% were WAOBs. Editors and publishers of these

directories confirmed these figures.

3.4.1 Advantages of These Directories

e These directories also provided names of firms, business addresses, emails and

telephone numbers of ACOBs

e The businesses listed in these directories are mostly small to medium sized firms,

suiting for a study of this nature.
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o These directories are dedicated to ACOBs nationwide, with a higher percentage of
listed businesses located in London (40.0%), followed by Midlands and South
East and East of England, e.g. Luton. This is not surprising considering that these
areas host some of the largest populations of Africans and Caribbeans . (See figure

3.1 below) making the directory a true representation of the ACOBs in the various

parts of the country.

Figure 3.1: Population of African Caribbean and ethnic minorities in the UK

South West |
South East |1
London i
East of England {2
West Midlands
East Midiands [
Yorkshire and The Humber

North West |
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% population

Source: 2001 Census (Table S101)

The study used FAME to edit the list of ACOBs derived from the directories for

appropriate businesses matching selected criteria. FAME provided vital information

such as incorporation date, employee numbers (most cases not always listed), total

assets, industry sector grouping, legal form, dissolved companies, ethnicity of director

(most of the time observable through their names)

3.5 Sampling Method (Strategy)

A matched pair comparison was made between a cross section of African and

Caribbean Owned Businesses (ACOBs) and White and Asian Owned Businesses
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(WAOBs). While such a method necessarily involves small samples, thereby
sacrificing coverage relative to studies based on official statistics or large surveys
(Kravis, 1976), it does provide detailed micro data and allows for comparison of the
performance of ACOBs and WAOBs within the UK. The strengths of this strategy of
matched pair studies follows in the control criteria enabling the study to compare
businesses similar in size, sector, age and legal form. This makes for better control,
hence provides the study with the ability to make fair and equitable comparisons
between the two groups. The only difference in these two groups of businesses is in
the fact that one is founded or owned by an African/Caribbean and the comparator is
not. Variables found to impact performance such as strategy and entrepreneurial
characteristics (Storey, 1994) could be studied within this controlled framework.
These included financial and non-financial performance levels adapted from Murphy
et al., (1996), Adam and Sykes (2003) and other performance authors in the chosen

cases.

Secondly this method enabled the study to take advantage of the ability to compare
the limited population of ACOBs with a larger control population of WAOBsS in the

overall population.

A further strength of the matched pair analysis in the study is its ability to overcome
the arrogation or speculation of low profitability to such issues as sector (Smallbone et
al., 2003) and other factors that make it difficult to determine relationships between

variables. This becomes possible now, because these companies will be similarly

matched.

3.6 Pilot Interview

On the pilot stage, five interviews were conducted across the various sectors; five was
agreeable because of the relative small size of sample population (i.e. African

Caribbean’s within the criteria of study: see Table 3-1)
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Table 3-1: Pilot sampling distribution

Sector Response
Manufacturing 2
Media and Designs 2
Computer services and Designs ]
Total 5

Source: Fieldwork

These interviews were conducted in various locations: in offices or even in
restaurants. They were conducted via standardized questions, mostly open-ended.

Most of the interviews were recorded.

3.6.1 Observations on Pilot Interviews:

3.6.1.1 First three initial interviews

The longest interview ran for about 110 minutes. It was difficult to get through all the
questions within a space of 45-60 minutes. In the first two cases the respondents gave
notices that they were out of time while in the third case the respondent actually quit

the interview process after 60 minutes.

Observed causes:

1. There were too many questions that looked different but in actual fact were the

same questions, tending to elicit responses already given previously. These

were considered for revision.

2. Introducing the card questions- close ended questions (or quantitative self-

administered questionnaire) to run concurrently with the interview was found

to:

o Take up much time and seemed to diminish the desire by business

owners to continue with the interview.

a4



o Create an examination atmosphere, a resultant of the deep reflection

stired by the questionnaire, taking away a bit of the relaxed

atmosphere.

3. Most of the African entrepreneurs proceeded to answer the questions with

proverbs and illustrations before arriving at the main answers. This was found
to make the interviews last much longer than necessary. This may stem from
the African culture, full of rich proverbs, offering insight into African

philosophical thought and cosmology.

Revision of questions and last two Pilot interviews

Before conducting the last two pilot interviews, the study decided to do the

following in line with the observations made above:

The interview questions were revised, getting rid of unnecessary repetitions

from our questions that would not provide answers to the objectives.

Instead of the usual method of introducing the card (structured) questionnaires
side by side with the face to face interview, it now came at the end of the face
to face interview, allowing the interviewer take advantage of the
entrepreneurs’ initial flare to talk about business and themselves, as this flare
tended to diminish towards the end of interviews. When the interview process
was complete, entrepreneurs were still willing to take out time to respond and
fill out the quantitative closed -ended questions, improving response rate and

interview process, allowing more questions to be covered in a reasonable time.

Even though respondents involved still claborated in fine detail and gave
examples about business and background, the effectiveness of the new

approach made it casier to cover ground as the interviews ranged from 45-60

minutes.

The Pilot interview also highlighted some positive feedback on the questions

and this was maintained in the final draft of questions. Some of these positive

attributes were:
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o The respondents found the questions easy to understand, terminologies
were simple and in layman’s English, seen in the relative ease with
which respondents answered the interview questions and filled out the

questionnaires, not asking the interviewer for clarification, time after

time.

o The structure of the questions elicits immediate response from business
owners, often with little moderation. This flows from the order or
structure of interview questions. Questions start with, “about firm”,

followed by “about you™, “about strategy” and “about performance.”

3.7 Fieldwork

The data collection was divided into 6 major stages:
1. Identification of ACOBs
2. Approach and negotiation with ACOBs

Interviewing ACOBs:

(OS]

4. Identification of matching WAOBs

wn

Approach and negotiation with WAOBs

6. Interviewing WAOBs

3.7.1 Identification of African Caribbean Owned Businesses:

Several sub-sectors exist under, media, business services and manufacturing from the

UK black link business and consumer directory and Caribbean emporium directory.
ACORBs listed in the directories were sieved into categories based on the sampling

¥ ¢ ; L 3 #2 [ 5 ,
criteria, called ‘not appropriate’ ACOBs ! gppropriate’ ACOBs ““and ‘dissolved

es that are Publicly quoted, or companies that are not ACOBs
i i 5 <l eiorv is dedicated 10 business owners from other ethnic
bearing in mind that 15% of the UK Black link directory 1S

i fri Caribbeans. Not appropriate could also mean that they differ from our sample
e e A) rlicaﬂS OT tor, etc of the firm, even though they may be ACOBs. Not appropriate also
criteria e.g. in age, legal form, seclor, frm. & M

. - isinrehi ins /o ¥ these
include companies that are not limited liabilities, usually sole proprietorships or Pgnnersh1p>. We find :“a‘ _-hCY"‘-,
thoueh ha\,ir?g a lot of live businesses tended to be unsuitable for the type of question or data we were ooking to

= v iHg ’

"' Not appropriate include very large compan!
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ACOBs™,

The list of sectors reveal

s that certain sub-sectors had many more companies listed

under them than others. For instance, in manufacturing the popular sub-sectors
included:

e Clothing manufacturers and designers
e Food manufacturing and Bakeries

It was discovered that more African Caribbean manufacturers were listed under food

and bakeries than Clothing fashion or textile manufacturing. (See Table 3-2)

Table 3-2: Sub-sectors in manufacturing related industry (ACOBs)

Total Sampled in manufacturing related sector
N/appropriate | Appropriate Dissolved Total
Clothing and textiles 3 (50%) 2 (40%) 1 (10%) 6 (100%)
Food and Bakeries 27 (73%) 9 (24%) 1 (3%) 37 (100%)
Food and Bakeries 11 (50%) 10 (45%) 1 (5%) 22 (100%)
(Caribbean food emporium)
Total 41 (68%) 21 (32%) 3 (5%) 65(100%)

Source: UKBL black business and consumer publication (2004; 2005) and Caribbean food emporium directory‘.
In the Media sectors (Table 3-3) some of the most popular sectors included:

a) Advertising and Marketing

b) Media promotions and services

¢) Publishers and publications

collect and were in most cases very micro businesses that could not be traced on FAME or Financial data bases for

i ses i suitability needed for our study.
analysis purposes in terms of size and sui ) » ! e ] ’
2 Tf ; I(E)pliate companies are businesses that are African Caribbean Owned Businesses. These businesses are
he appropr

all limited liabilities, usually characterised by availability of open accounts to the Public; this has the added

d i counting information fo comparison.

age of p iding us ounting informati for A
advantage of providing us with useful ac g . . L \
; ‘Dissolved’ are those companies that have been dissolved or non-trading. These were confirmed in the
* ‘Dissolved’ ar

preliminary stages through dead phone nos. or outright confirmation of non-existence of the mentioned company.
reliminary stages
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d) Recording and Music productions

Table 3-3: Sub sectors in the media related industry (ACOBs)

Total sampled in media related sector
N/appropriate Appropriateibissolved Total
Advertising and Marketing 4 (40%) 5(50%) {1 (10%) 10 (100%)
Media Promotion Services 12 (75%) 4(25%) 1 0(0%) 16 (100%)
Publishers and Publications 28 (82%) 4 (12%) 2 (6%) 34 (100%)
Recording and Productions 9 (70%) 2(15%) {2 (15%) 13 (100%)
Total 53 (73%) 15(20%) | 5(7%) 73(100%)

Source: UKBL black business and consumer publication (2004, 2003)

In the business-to-business sectors one of the most popular sub sectors is:

e Computer-related ACOBS

Table 3-4: Computer-related industry (ACOBs)

Total Sampled in computer-related sector

Business services N/appropriate Appropriate. § Dissolved Total
Computer services and designs 32 (60%) 18 (33%) 4 (%) 54 (100%)
(2005 edition)

Source: UKBL black business and consumer publication (2004, 2005)

Though there was a total listing of one hundred and ninety-two (192) ACOBs in both

directories from these three (3) sectors. It was found that only fifty-four (54) or 28%

of the directories’ listings would fall within the sampling criteria or be appropriate for

our sampling process (See Table 3-5)
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Table 3-5: Summary of sectoral sampling of ACOBs

N/appropriate Appropriate. | Dissolved Total
Manufacturing 41 (68%) 21 (32%) 3 (5%) 65(100%)
Media and Designs 53 (73%) 15 (20%) 5(7%) | 73(100%)‘
Computer services and
Designs 32 (60%) 18 (33%) 4 (7%) 54 (100%)
Total 126 (66%) 54 (28%) 12 (6%) 192(100%)

Source: UKBL black business and consumer publication (2004; 2005) and Caribbean food emporium directory.

3.7.2  Approach and Negotiation with ACOBs:

After ACOBs were identified, introductory letters were sent, using university letter
headed papers, to the businesses within the sample criteria. These letters contained a
brief introduction of the researcher as well as key benefits of respondent’s
participation in the advancement of African Caribbean business studies for academics
and practitioners in the UK and a request for an interview. To personalise these
letters, names of African Caribbean Business owners were accessed through FAME,
an invaluable help in finding the names and contact details of the owners of the
ACOBs, especially as most of the firms being sampled were private limited
companies, If contact details were inaccessible on FAME further databases like

www.192.com, a national business and personal enquiry site were used. These

businesses were called after a few days to confirm an interview time convenient for
the business owner. Some of the interviews were held over the weekend. A lot of the
cases were not straightforward; some involved constant telesales-like follows up to
secure the much-desired interview at times spanning into weeks. As most of the
African Caribbean business owners were exceptionally busy and hard to get hold of,
many cases involved extensive travel periods. Sometimes we found business owners
suspicious of our intentions and were not willing to give an interview. The fact an

African, like them, was conducting the interview did not allay any fears or suspicions.

3.7.3  Interviewing ACOBs:

Out of the 54 ACOBs sampled it was possible to interview 20 ACOBs, giving a total

response rate of 37% with the highest response rate coming from the manufacturing
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sector at 43% (See Table3-6)

Table 3-6: Sample-response rates

Response rate as

Sector Response Total of sectors sampled
percentage of sector
Manufacturing 9 43% 21 (39%)
Media and Designs S 33% 15 (28%)
Computer s.ervices and 6 33% 18 (33%)
Designs
Total 20 37% 54 (100%)

Soﬁrce: Fieldwork
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3.7.3.1

Nature of the Sample Companies

The nature of ACOBs are summarized below using based on age, type of business,
asset size, product and service type provided by such businesses.

Table 3-7: Nature of Sample Companies

START ACOB ASSET

DATE s SIZE PRODUCT/ SERVICE TYPE
1996 BFL 357,000 manufacturing and packaging of Poultry and beef based products
1988 CFL 744,000 manufacturing of Patties
2002 TEF 21,000 manufacturing of ready meals
2002 YVL 82,000 manufacturing of ready meals, oils, flours etc.
1998 JPL 325,000 manufacturing of Patties
1996 MPL 312,000 manufacturing of spices and marinades
1997 AHF 302,000 manufacturing of ready meals, oils, flours etc.
1986 SBL 650000 manufacturing of Caribbean bakes
2002 KCL 16,000 manufacturing of textiles and clothing
1997 BNL 11,000 computer (raining, repairs, maintenance and networking
2000 ESL 54,000 computer (raining, repairs, maintenance and networking
2001 CTC 17,000 skills training, computer building, repairs and upgrades
1999 EDS 95,000 IT support services for SBUs(small business units), and hardware supplies.
2000 IXL 103,000 IT support services for SBUs, and hardware supplies, training
2000 STL 35000 computer training, repairs, maintenance and networking
2001 AVPL 13,434 Tabloid newspapers, journals and periodicals
2000 DDL 11,870 Media Film productions, shootings, broadcasting
1999 ADL 46,000 Media publications, advertisement, and productions
2002 SOL 16,000 Media publications, events publications and production
1982 GHP 143000 Music publications, productions and musical training




3.7.4  Matching of WAOBs to ACOBs

The matched cases were identified using FAME (Financial Analysis Made Easy)
as a database. Every ACOB interviewed was rigorously matched with WAOBs in
the same industry sector, age bracket, legal form (limited liability), and having
similar total asset size. Identifying the matches was an onerous process, and we

ran into several difficulties. A few of the difficulties we encountered were:
a. Refusal of interviews by an exact matched WAOBs

This problem may be a limitation of this study because if the owner of a carefully
matched WAOB refuses to give an interview, then, in the absence of another exact
match, the study was left with no alternative but to work with the next closest

match to the particular ACOB under consideration.
b. Differing location of WAOBs from ACOBs maiches

Secondly, location has been shown to affect the performance level of a business
(Ward, 1991), as several factors such as wage levels, Property levels and
governmental subsidies may differ from area to area. In certain cases the matches
didn’t come from the same areas but from all across the UK mainland. This may

put some limitation to the data set in this regard.

3.7.5 Approach and negotiation with matching businesses

The same procedures used in ACOBs were used, except that the negotiation was

directed towards WAOBs

3.7.6 Interviewing Matching Businesses

The same procedures as in ACOBs (above), just that the interview process is being

directed towards WAOBs.

3.8 Collation of Data from Fieldwork

Forty-two (42) interviews were recorded and transcribed in all between the ACOBs

and WAOBs. Table 3-7: shows the qumber of firms sampled by sector of ACOBs and
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WAOBs.

Table 3-8: Sectoral distribution of sample business

Sector ACOB WAOB
Manufacturing 9 10
Computer Services 6 8
Media 5 4
Total 20 22}

Source: Fieldwork

The number of business owners sampled in each of the industry sectors was not
always equal in the two types of samples (ACOBs and WAOBs). Therefore in some
cases, matching by business type required that a single ACOB (WAOB) be matched

with more than one counterpart in a similar sector as done in similar works. (Hitchens

etal., 1985)

3.9 Data Collection Methods

A combination of face-to-face interviews and self-administered questionnaire survey
of business owners was used to gather data; these were supplemented with tape

recordings, observations and examination of documentation to gather data during the

fieldwork.

3.9.1 Principle Data Collection Methods

3.9.1.1 Interviews:

“One of the most imporiani SOUr

(Yin, 1994:84) In the course of the research, the interview process formed one of the

key data collection techniques. Face- to -face interviews wer

2 The 22 WAOBs consisted of 19 White owne

ces of case study information is the interview.”

d businesses and 3 Indian owned businesses (in the manufacturing
‘ound no significant difference in the result of

sectors) which is only 13.6% of the WAOB population. The study f

the study, even when these Indian busi
shown in the appendices, Table 11-2 10 11-14

inesses where excluded in the ana

e conducted with African

lysis. Results of these exclusions are



Caribbean Business Owners (ACBOs) and White Asian Business Owners (WABO:s).

To make initial contact the study obtained owners’ personal details and information
from FAME (Financial Analysis Made Easy). These personalised letters were sent to
ACOBs and WAOBSs requesting interviews. In the course of conducting face-to-face
interviews standardised questions were used across the ACOBs and WAOBs groups.
Open-ended and semi-structured questions were used. This approach enabled the

study to take advantage of expansive data that comes from giving key respondents the

ability to speak uninhibitedly about the subject matter.

The strength of using the face-to-face interview is also in the ability to pick up on
non-verbal values and cues, which the non face-to-face questionnaire administration

methods and documented records fail to do.

Moreover, the study is aware of the weaknesses associated with this method, such as
the difficulty of fixing face-to-face interviews. Some cases proved difficult in this
regard as some of these entrepreneurs had unbelievably busy schedules, often
resulting in researcher waiting weeks between calls to get an interview or ending up in
alternative phone interviews being used. However the rapport building and success of
fixing such interviews has its own merits because it tends to facilitate access for

immediate follow up to data collection for clarification and omissions later done over

the phone.

These interviews proved useful for discovering complex interconnection in social
relationships, e.g., the study could use this to check the interconnections between

strategy and performance. The study could also draw from the strength of interviews

especially when it comes to providing for flexibility of formulation of hypotheses.

The interview method also has the strengths to facilitate analysis, validity checks, and

triangulation especially as the data were collected in their natural settings.

One of the problems initially envisaged with this approach was that it might require

some kind of technical training for data collection, considering that the key informant

would likely be the entreprencur. The train
| value expressions to minimise bias and

ing needed included - how to ask certain

questions and pick up on the non-verba

maintain confidence in the researchers.
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The study was also aware that the interview method of data collection can be difficult

to replicate because procedures are not always explicit but may be more dependent on

researcher’s opportunity or character.

Moreover, the study tries to minimize the possibility of response effects, or non-
sampling errors such as: respondent’s behaviour to please the interviewer or prevent
interviewer from learning something about respondent, known as socially desirable
response (Sudman and Bradburn, 1983:291), by using checking questions that follow

up or validate initial answers given to questions, by phrasing the same questions in a

different way.

1. The nature of the task itself: such as the method of administering interviews (face

to face or telephone) or sequence or wording of questions.

2. The interviewer, whose characteristics or questioning techniques can impact on

proper communication of a question.

The impact on responses by factors such as status, race, etc. (Sudman and

Bradburn, 1983)

(%)

We accomplished the above by:

1. Running the interview questions by an experienced researcher, such as my

professor and supervisor, who made inputs and corrections to help rid questions of

jargon and ambiguities.

2. Conducting initial pilot interviews, targeted at ridding the questioning of jargon

that may be misconstrued or misunderstood by respondents from any professional

field.

3 Furthermore, the study adapts questions and methods of interview to suit a wide

variety of cultures and peoples. This was enabled by the Pilot tests.

3.9.1.2 Questionnaire Survey Method

Another key data collection method was the use of self-administered questionnaires.

The questionnaire is a standard and accepted tool of empirical research and was

. - : i mpt to address the research
employed alongside the interview methods in an attemp
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objectives of this work. A questionngire survey is flexible in the sense that a wide
range of information can be collected. This was used to gather opinions of business
owners on salient issues such as: important business growth factors, skill assessment,
personality characteristics, management, strategy, performance, business values and
beliefs. It was also used to poll opinions of entrepreneurs in the similar sectors to
establish common behaviours in the general small business scene. When quantitative
researchers administer interviews or questionnaires to random samples of the
population, this is referred to as survey research (Silverman, 2001). The study, as a
process of triangulation explores the strength of this instrument in polling the business
owners’ opinions especially when the focus is more on what they thought about the

circumstance or what they did.

Therefore by using structured and standardised questions we were able to corroborate

other findings. The questionnaires ended up becoming a useful confirmation tool.
Some of the advantages provided by this technique include:

o Statistical techniques which can be used to determine validity, reliability, and
statistical significance because they are standardized questions and are

relatively free from several types of errors.

e It is relatively easy to administer.

e The focus provided by standardized questions provides economy in data
collection. Only questions of interest to the researcher are asked, recorded,

codified, and analyzed. Time and money is not spent on tangential questions.

It suffers from the more general weaknesses of questionnaires.

« Questionnaires depend on the subjects’ motivation, honesty, memory, and

ability to respond. Subjects may not be motivated to give accurate answers; in

fact, they may be motivated 10 give answers, presenting themselves in a

favorable light. The study is awar
g the research with interview technique, the questionnaires were

e of this weakness so, apart from

supplementin

designed to ask similar questions in different ways.
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3.9.1.2.1 Methods s upplementing interviews and questionnaires

3.9.1.2.1.1 Tape Recording and Transcribing Technigue:

To complement the interview technique, the study also used the Tape recording and
transcribing lechniques in the research. This acted as both an alternative and
complementary approach to the Jace-to-face interviews as words from fieldwork
experience are implicitly substitutes for the direct experience of one’s own feelings
and perceptions (Counelis, 1991 cited in Gorden, 1994). Like the face-to-face and
phone interviews, tape recordings and transcribing possess the strengths of capturing
and assessing emotional dimensions. Its additional strength is the replay mode,
making it possible to listen to conversations over and over again. The study didn’t use
tape recording as a direct alternative but more as a supplement because of the
presumed sensitivity of some respondents. Though in the course of the research most

respondents interviewed were receptive to capturing the conversation on tape.

The tape recording kept the researcher from jotting clumsily, fulfilling the desired aim
of creating a relaxed and informal atmosphere where respondents could talk
confidently. Furthermore, the researcher was also aware that this method might not
immediately be accessible for analysis, but required some processing, such as

transcribing and correcting.

The recording was done using an audio tape recorder. And the transcription was done
using a manual dictating/transcribing system, although slow and painstaking relative
to available software, provided ‘backspace’, ‘speed control’ and ‘tone’ functions,
ensuring the study captured every detail of the recorded conversation from the various
interviews. The transcription presentation was in word format making the information

compatible with word format requirements needed for the write up of the research.

391212 Observation:

oo vation i  a very important
“In quantitative research, observalion s not generally seen as Yy imp

method of data collection. This is because it is difficult to conduct observational

studies on large samples” (Silverman, 2001:11-12). However, in the context of this

study it becomes possible to observe what happ
le involving comparative case studies of matched firms.

ens in these firms because it deals with

a manageable samp
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However, this wasn’t a key proposed technique for this research but a supplementary
one, helping overcome the limitations of the interview technique. Gorden (1992:7)
states, “interviewing skills are not simple motor skills like riding a bicycle: rather they
involve a high order combination of observation empathetic sensitivity, and
intellectual judgement.” As a supplementary method this gives the advantage of
observing first hand things like emotions, body, facial expressions, work
environments, and location surroundings especially when interviewing respondents.
Miles and Huberman (1994) argued that a focus on ordinary events occurring in
natural settings helps us to understand what real life is like. Since the focus is not
primarily what entrepreneurs do but an exploration of relationships between most
likely variables impacting on performance in ACOBs and WAOBs, the study chose to
use this technique in a supplementary role to help arrive at logical conclusions about

what is being said by the business owners and its’ actual observations.

3.9.1.2.1.3 Analysis of company documents or administrative records:

This was a secondary source of information for analysis and assessment of company
performance. This was found in the form of financial statements like balance sheets,
profit and loss statements and company websites. This provided data to work out
financial ratios, indicating the overall financial performance of the firms under study.
The strength of this technique can be seen in the ease of assessing and manipulating
and categorising of data for data analysis. This data can be reviewed repeatedly. And,
because they are unobtrusive, they are not influenced by the study in any manner.
These data sometimes contained names, references and details of an event and, in

some cases, cover a long span of time as well as settings. This was very easy and

efficient to manage. Moreover it’s easy to establish generalisability. The study was

cautious in reporting these records as they may contain reporting bias-reflecting

unknown bias of the author. Worst among these is that access may be deliberately

blocked which was the situation in a few cases as some entreprencurs Were unwilling

to divulge financial information on company profitability and sales turnover, shown in

some cases by entrepreneurs not submitting their financial figures to FAME and other

reporting bodies for the records. In most of these cases the limitations were overcome

by asking for such figures during the interviews; some of the owners were content to

give only an average instead of arange across the years. And less than 5% refused to



give any kind of financial details.

3.9.1.2.1.4 Archival records:

Another supplementary source of data was the analysis of archival records; they share
most of the strengths and weaknesses of the documented records. Archival records
have an added strength of being precise and being mostly statistical in nature. The
study utilised statistical data from chamber of commerce, African Caribbean forums,
and census figures to emphasis findings and determine performance standards across

the industry in order to make broader comparisons among ACOBs and counterpart

businesses.

3.10 I nterview Questions And Questionnaire Design

In previous chapter the study conducts an extensive review of literature on small firm
performance. Hofer and Sandberg (1987) and Storey (1994) identified three key
components that should be considered in order to predict the performance of small
firms. These are: firm specific characteristics, strategy, and entrepreneurial
characteristics moderated by the business environment. Since the study uses a
matched pair strategy the study chose to match the ACOBs and WAOBs along the
firm specific characteristics of age, size, industry sector and legal form. These acted

as control criteria in matching ACOBs with WAOBs.

The initial exploratory research informed the design of the interview schedule and
quantitative questionnaire (cards), with sections covering these areas: entrepreneurial
characteristics, business strategy, business environment and business performance.
Where possible, questions were adapted from questions on the same topics that have
been asked by other researchers e.g. siralegy and Pressure on business section (Covin
and Slevin, 1989), assessment of personality characteristics (Rotter, 1966; Mueller
and Thomas, 2001 Jackson; 1994) and values and belief (Chrisman et al., 1998)."The
s will short cul the testing process and also may enable you

use of existing question

compare results across siudies”(Sudman and Bradburn, 1983: 14). These questions

were adapted to fit the context of the study. Satisfactory and existing questions

however are unlikely to cover all research questions of a study so the study also

included new questions as well.
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3.11 Interview Schedule

The study used semi-structured interviews with ACOBs and WAORBs. The interview

schedule sought to provide qualitative data to the above research questions. (see

Appendices for Interview schedule)

The first draft of the interview schedule was proffered to experienced academics.

After modification this was further tested with a few students to ensure clarity and

comprehensibility of questions.

The schedule was then pilot tested with five business owners before the final revisions

were made for the actual fieldwork.

The interview schedule was initially designed to allow the quantitative questions to be
introduced at the end of each qualitative section in form of cards. These cards
contained self-administered questionnaires for the business owners to fill out. This
interview schedule was later revised to further eliminate irrelevant questions that do
not aid the study in identifying differentials, or unnecessary repetitions soliciting

similar answers as the preceding questions.
The schedule was divided into the following sections:

a) About your firm- this sections seeks to gather information about respondent’s

firm, activities and operations.

b) About you-semi structured questions seeking to find out about respondents’ or

main owners’ background.

¢) About the competition-aimed at getting some information about the market

environment in which the business operates and how respondents think this

may have impacted the performance of their businesses.

d) About Managemenl- seeks to generate information on the operating

management flavours in daily behaviour and decision processes.

e) About Strategy _finds out how business OWners pursue, maintain and achieve

over other competitors in the market. It also looks to assess the

an advantage
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business positioning of its services and products in the market place that it
serves.

f)  About Performance- aimed to deduce how satisfied business owners are with

the performance of the business relative to major, direct competitors. It also

seeks to gather turnover, employee numbers and profit margin over a given

number of years

3.12 Questionnaire D esign

The aim of the self-administered questionnaire is to provide a quantitative slant to the

research and added information in determining key factors that are antecedents and

moderators of performance in the matched cases.

1.

A first draft of the questionnaire (which was in form of cards) was proffered for
comments to experienced research academics. After recommended modifications,
a second draft was pilot tested alongside the interview schedule with the business
owners. (See figure3.2) Apart from minor grammatical modifications to simplify
terminologies, the business owners gave positive feedback about the process of
filling out questionnaire in the course of the interview. The questionnaire tried to
avoid the use of jargon. The questionnaire used mostly ‘closed’ questions in
accordance with best practice, “which is to include a 70/30 split in favour of
‘closed’ questions. This means that 70 percent of the responses are pre-
determined so that data can be collated and analysed in a systemalic
fashion. "(Cook, 2005). Closed questions offer many advantages in time and
money by restricting the answer set; it is easy to calculate percentages and other

hard statistical data over the whole group or over any subgroup of participants.

Modern scanners and computers make it possible to administer, tabulate, and

perform preliminary analysis In a matter of days. Closed end questions also make

it easier to track opinion over time by administering the same questionnaire to

different but similar participant groups at regular intervals. Finally closed ended

questions allow the researcher to filter out useless or extreme answers that might

occur in an open format question.
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Figure 3.2 Interview and Survey process
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3. Respondents were offered a choice of verbal responses, such as:

— Very unimportant

= Unimportant

— Neither (unimportant or important)

= Important

— Very important

This type of attitudinal

scale of 1 to 5 is attached to this respons

Yegel

response 18 called the Likert scale. Sometimes a numerical

e sets for qualification or emphasis. An




example can be seen below:

= strongly agree, 2=agree, 3= undecided (moderate),

4= disagree, 5 =strongly disagree
3.13 Overview o f the Questionnaire
3.13.1 About You (Entrepreneur ial Characteristics):

The Likert scaled questions are designed to show the importance of entrepreneurial
attributes In venture creation and venture performance. This covers key areas
proposed by Chrisman et al., (1998), synchronising personality characteristics, values
and beliefs, skills, and behaviour and decisions in the study of entrepreneurial

characteristics and venture performance.

These subsections go by the titles:

Assessment of skills (Card #2) comprising of nine items, 5-point scale was

developed to measure construct (See Appendices, Card #2)

o Assessment of Personality characteristics (Card #3) seven items, using a 5-point
scale was used to measure this construct. A lower score shows a more
entrepreneurial  characteristic while a higher score would mean a more

conservative entrepreneur. (See appendices)

o Assessment of values and beliefs (Card #4) five items, S-point scale was

developed to measure this construct.

e Assessment of managerial behaviour and decisions (Card #6), five items (3 and 2

questions representing task and people oriented approaches respectively) measured

on a 5-point scale. (See appendices: Card #6)

3.13.2 About the Stralegy

These scaled questions cover the firm’s business strategy, characterized as the manner

in which a firm decides to compete (Walker an
and maintenance of competitive advantage in an industry

d Ruekert, 1987), encompassing the

pursuit, achievement,



(Varadarajan and Clark, 1994). Six dimensions of strategic assessment were used to
assess firms” strategy in this study adapted from Venkatraman (1989) model also used
by Morgan and Strong (2003) known as aggressiveness, analysis, defensiveness,

futurity, proactiveness and riskiness. This subsection goes by the title:

o Assessment of Business strategy (Cards #7a and #7b) eighteen items were

used to measure this construct, on a S-point scale: Questions 1-18 (see

Appendices, Card # 7a and #7b)

3.13.3 About Environment

This construct was measured with a six item, S5-point scale (see Card #5 In
appendices). Higher scores on this measure indicate greater environmental hostility,
whereas lower scores indicate a more benign or munificent environment. The
questions were designed to cover two environment constructs consistent with earlier
research theory benign and hostile environment (Covin and Slevin, 1989; Lumpkin

and Dess, 2001) as mentioned in the earlier chapters. This subsection goes by the title:

o Pressures on the business (Card #5: 6 questions)

3.13.4 About Performance

The scaled question in this section is designed to provide valuable information on how

the entrepreneurs view the performance of their businesses. Performance assessment

(Card #8: Questions 1-8)

3.13.5 About Firm Operations, Growth And Barriers
The scaled question in this section is designed to provide valuable information and

assess the importance of selected factors on the current success or growth of their

businesses. This subsection goes by the title:
Questions 1-6)

“Important factors to the success and

performance of your business” (Card #1:

3.14 Administration Procedure

Questionnaires using structured standardised and closed questions were used along

side the interviews schedule. Entrepreneurs or business owners filled out the
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questionnaires after these interviews. The aim of the standardized questionnaires was
to ensure reliability, generalisability and validity of responses. Every respondent was
presented with the same questions and in the same order as other respondents. Self-
administration meant being available there and then to explain or reassure the
respondents that responses will be treated confidentially and explain any questions

they might ask concerning the procedure or terminologies. Also it provided a face-to-

face chance to clarify how results will be used.

3.15 Method of Anal ysis

3.15.1 Analysing the Quantitati ve Data

This study makes use of descriptive statistics and non-parametric approaches to derive
confidence intervals - “Non-parameltric approaches are good especially when the
normal distributions of the intra-individual differences are doubted” (Munzel, 2006;
Griego, 1998). In the case of this study, Wilicoxon Signed Rank test is used as we did
not wish to assume that the differences between the two groups of variables is interval
and normally distributed but assume the difference could be ordinal. This has been
recommended when dealing with smaller samples that are at least 16 (Mundry and
Fischer, 1998), as the use of asymptotic variant when the sample size is smaller than
the threshold value can lead to a false decision, that is, incorrect rejection of the null

hypothesis or false acceptance.

It has been argued ‘in conducting non-parametric lests, a number of
statistical programmes calculate significance levels based on algorithms
appropriate for large samples only (‘asymptolic lesting ). And lhgz‘ using the
asymptotic variant of a non-parameltric with sma{l sample sizes usuqlly
yields an incorrect P value, and consequently, this may lc:qd lo a false
acceptance or rejection of the null hypothesis.” (Mundry and Fischer, 1998)

They recommended that if the sample size 18 smaller than 16, the critical value for T

should be taken from the table ‘critical values o

the appendix of the book. If the sample size is at leas
e size comprises of 42 businesses. With 25 paired matches of

£ 7" for Wilcoxon signed-ranks test’ in

t 16, the asymptotic test can be

performed. Our samp!
ACOBs and WAOBs making it suitable for use of the asymptotic variant. Munzel

(2006) has recommended, “when considering the paired ranks, it is sufficient using
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the asymplotic approach, implemented more easily than the exact approach, and takes

considerably less computational time. ”

Wilcoxon Matched Pairs Signed Ranks Test considers that the data are at an ordinal-
metric level, i.e., that the original data can be validly ordered, that the data after the
intervention can be ordered, and that the difference between the two sets of data can
be validly ordered. This assumption is slightly less critical than the interval level
assumption necessary for the t-test. The assumption of there being a normal
distribution does not have to be met; this is particularly practical if the maximum
change is somehow limited. A positive aspect of the Wilcoxon test is that it is a very
powerful test. If all the assumptions for the t-test are met the Wilcoxon has about 95%

of the power of the t-test.

The Wilcoxon signed rank test, also known as the Wilcoxon matched pairs test is a
non-parametric test used to test median difference in paired data. Therefore this test is
a non-parametric equivalent of the paired t-test. The distinction between parametric
and non-parametric techniques is discussed by Crichton (1998). The main difference
is that parametric techniques make distributional assumptions, usually that data follow

a normal distribution.

Computation of the Wilcoxon Signed Rank Test: Shaw, C. (2000) illustrates this
through the following example, if Patient A has their symptoms measured before and

after treatment, then the before measurement is naturally paired with the after

measurement. They certainly cannot be considered independent, because

characteristics of Patient A will affect both measurements. In studies that gather

before and after measurements like this, interest focuses on the difference between the

observations for each individual. To carry out the test we calculate for each patient the

difference between their before and after measurements. We then rank the differences

by their absolute value, which is ignoring the sign, giving 1 for the smallest

difference, 2 for the next smallest and so on. Then we sum the ranks of the positive

differences and sum the ranks of the negativ
1] hypothesis was true and there was no difference,

e differences. The test statistic is the

lesser of these two sums. If the nu

then we would expect the rank sums for positive and negative ranks to be the same.
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To perform Wilcoxon signed rank test using SPSS there is a need to: (1) Create
data file: Enter the data in SPSS, with the variable “no”, that is ID variable, takes up

the first column, “ACOBs” takes up one column, and another variable “WAOQOBs”

takes up another column (in the context of our study)

(2) To perform the Wilcoxon Signed Rank Test, first click through the menu
selections Analyze / Nonparametric Tests / 2 Related Samples, Two Related-Samples
Tests dialog box will appear on the screen. Click the variable “ACOBs” and click the
second variable “WAQOBs” as the pair of variable to be compared, and click the select
button (button with a little black triangle) to select the paired difference to be used for
the signed rank test. Check the Wilcoxon box in the Test Type region.

If the Exact test is needed, click on exact button in the Two-Related Samples Tests
dialog box, and the following Exact Tests dialog box will appear. Check the Exact
bullet and enter the amount of time allowed for computing the exact sampling
distribution of the test statistic. Then, click Continue and click OK in the Two-
Related-Samples dialog box, SPSS will generate the test results in the SPSS output

window.

Interpreting Wilcoxon signed rank test: If the “P value is small”, you can reject
the idea that the difference is due to chance and conclude instead that the population
has a median distinct from the hypothetical value you entered.

If the “P value is large”, the data do not give you any reason to conclude that the
population median differs from the hypothetical median. This is not the same as
saying that the medians are the same. You just have no compelling evidence that they
differ. If you have small samples, the Wilcoxon test has little power. In fact, if you

have five or fewer values, the Wilcoxon test will always give a P value greater than

0.05, no matter how far the sample median is from the hypothetical median.

Further detail about the calculation and interpretation of the Wilcoxon signed rank test

can be found in Bland (1995) and Conover (1980).
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Another non-parametric method that was used in testing quantitative (positive or

negative) response to internationalisation of firm activities is McNemar; here we

assume that the variables are categorical in nature

McNemar Change Test. In statistics, McNemar's test named after the founder in 1947
is a non-parametric method used on nominal data to determine whether the row and
column marginal frequencies are equal. This test studies the change in a group of
respondents measured twice on a dichotomous variable. It is customary in that case to

tabulate the data in a two by two table. Siegel (1988) illustrates how the test works.

McNemar's test is sometimes called McNemar's test of symmetry or McNemar
symmelry chi-square because it, and the marginal homogeneity test which extends it
beyond dichotomous data, apply to square tables in which the diagonal reflects
subjects who did not change between the before and after samples (or matched pair
samples). The test of symmetry tests whether the counts in cells above the diagonal
differ from counts below the diagonal. If the two counts differ significantly, this
reflects change between the samples, such as change due to an experimental effect

between the before and after samples.

o Computation of the McNemar Test. For the McNemar test, data are illustrated

as below:
ACOBs ACOBs
Not
Internationalised | internationalized
WAOBs | Internationalised | a b
Not ¢ d
WAOBs | internationalised

« Note that you cannot have a simple table where the columns are "ACOBs” and

"WAORBs", and the rows are "[nternationalized” and "Not Internationalized",

, . |
because then observations would appear twice 1 the table!
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The McNemar test uses the chi-square distribution, based on this formula:

a b )
C d ry
€y Cy n

Chi-square = (Ja - d| - 1)*)/(a + d)

degrees-of-freedom = (rows - 1)(columns - 1) = 1

e FExample:

6 20

10 14 24
16 34 50

Chi-square = (|6 - 14| - D)/(6 + 14) = 49/20 = 2.45
o df=2-D2-1)=1

This test can be conducted using SPSS by Selecting Analyze, Descriptive
Statistics, Crosstabs; select Exposure 1 (coded 0=No; 1=Yes) as the column
variable and select Exposure 2 as the row variable; click Statistics; select
McNemar

Interpreting McNemar test chi-square. Using a table of the distribution of chi-
square, with 1 degree of freedom, if the computed chi-square is less than the
critical value found in the table for the desired significance level (usually .05),
then the difference between samples (ex., the difference between the before and
after samples) is not significant. Thus, at the .05 level of significance, the critical
value of chi-square is 3.841; since 2.45 computed for the example above is less

than this, the difference between samples is not significant.

One of the limitations of McNemar 1s that it requires information from the insides of

the table, while in most cases W€

(1997) proposed that in the situation

tend to be interested in the marginals. Machin et al.,

s where the inside of the table is not known, it 1s

best to estimate the inside of the table from the marginal.
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3.15.2 Assumptions for Wilcoxon signed —ranks and Mcnemar tesi

(Siegel, 1956)

Value distribution. The McNemar test is used when variables are assumed to
be dichotomies which are mutually exclusive and exhaustive. For two
dependent samples and multinomial categorical data, the marginal
homogeneity test is used. The sign test and the Wilcoxon signed-ranks test
assume a continuous value distribution, with the latter requiring interval or
near-interval data. The sign test and the Wilcoxon signed-ranks test assume a
continuous value distribution, with the latter requiring interval or near-interval
data.

Data distribution. The tests in this section are all nonparametric (do not
assume the normal distribution, or any other particular distribution other )

Two samples. Data are from two samples, not necessarily from the same
population.

Dependent samples. The two samples may be before-after samples or panel
studies of the same subjects, or matched-pairs samples of similar subjects, or
may be otherwise dependent (correlated). It is not required that they be
dependent.

Adequate sample size. For the McNemar test, the number of cases on the a-d

diagonal (see the illustration above) should be at least 10. If it is not, the

binomial test can be used.

3.15.3 Analysing the Qualitative Data

In analysing the qualitative da

individual respondents were recorded and categorise

ta, records of all comments and ideas made by

d under instigating questions
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Figure 3.3: Research Strategy in diagrammatic form

(1) Literature Review:

o Identification of key determinants of performance

Documentation of financial and non financial indicator

v

Outcome

Development of a tentative conceptual model
of the key factors that impact upon a firm’s
performance.

v

2) Pilot Study:

e  Model and case development

e Identification of ACOBs and matches

e Interviews with ACOBs and matches

e ldentify, codify and analyze pilot determinants/revise or eliminate
e  Prepare initial paper

Outcome:

Evaluation of models and prioritisation of factors
and relationships to be addressed by PhD

v

(3) Field Work Study

e Identify ACOBs
e Interview ACOBs
o Identify & interview matches

e  Analysis

Qutcomes:
Findines and conclusion

across both ACOBs and WAOBs and patterns of responses and observed similarities

across individuals in their groups form the results of this study - what we call a quote

: . o semi
book containing patterns of comments made in the course of answering sem

_ , . . ;
structured questions during the interview process. The interviews were analysed using

inductive reasoning (see Blankson and Omar, 2002). The results of the research in

form of the constructs are presented in turn. The results of the research in form of the

onstructs are presented in turn. In conclusion the overall research strategy is
constru

A ¢4 M 5
summarized in figure 3.3 outlining the research process, from the literature review
4 )

to the ‘findings and conclusions’.

71




CHAPTER FOUR

Business Performance

4.1 Introduction

Performance measures are designed to track whether a company is moving in the
desired direction and destination. In the course of reviewing performance literature in
chapter two we saw no existing consensus on how to define performance. However,
there i1s a growing agreement that an integration of the financial and market- based
measures 1s the best approach. Financial measures reflect the success of the
company’s strategy, whereas market-based indicators are factors determining
competitive success; i.e. they are the means or determinant of success. This chapter
seeks to investigate small business performance in the ACOBs by employing both
financial and market-based measures of performance. Using objective financial
assessments, e.g. ratio analysis of company accounts information and subjective
evaluation of performance using conventional performance indicators, will do this.
Literature holds that subjective evaluations of performance or success made by
entrepreneurs do not differ a great deal from objective indicators (Venkatraman and
Ramanujan, 1986) e.g. amount of sales and financial returns. They also remove the

problem of response bias due to participants not answering sensitive financial

questions (Besser, 1999).

4.2 Literature and Hypothesis

Literature has emphasized the importance for ethnic businesses, of a successful
‘break-out’ from co-ethnic trading into mainstream, white-dominated markets (Curran
and Blackburn, 1993; Ram et al., 1997; Deakins and Freel, 2003), especially if they
are to move to the next level of growth and performance. Similar studies done on

blacks in America have shown that their concentration within this ethnic enclaves

traps them in a potentially disadvantaged cycle from which it 1s difficult to ‘break-out’

into mainstream markets (Light, 1984). Rhodes and Butler, (2004) have shown that

they probably cannot survive in most cities by only marketing to their ethnic niche

market; they require a larger customer base and if they serve primarily their ethnic

community they must be in a city or metropolitan area that is large enough with
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minority population. Other researchers like Robb (2002:387,390) have found that
there has been an overwhelming dearth of blacks in wholesale and manufacturing
with a corresponding flood of blacks in personal services, reflecting the relatively

greater capital constraints of this group In their study titled: “entreprencurial

performance of women and minorities”, they attempt to measure the relative viability
and survival among four broad groupings of small firms (Asians, Whites, Hispanics
and Blacks). The study shows that Asian-owned businesses had the highest viability
and survival rate at 52 percent while the black-owned businesses had the lowest
survival rate at 35 percent; women-owned businesses had a survival rate that was
about 2 percentage points lower than male-owned businesses. Other researchers have
suggested that black men may have a higher disinclination to enter business, not
possessing attributes that were positively related to entering business (Borooah and

Hart, 1999),

“African and Caribbean businesses in the UK are not as successful as Asian small
businesses,” has been a long held belief. “Part and parcel of this British discourse is a
long running compare- and- contrast exercise with African Caribbeans, who are seen
as entrepreneurial laggards mostly because they allegedly lack the family and
cultural solidarity and distinctiveness of Asians and hence are unable to tap inio
those privileged in-group business resources” (Ward, 1971, 1991: cited in Ram et al,,
2006; 297). Ram et al., (2006) further noted that this entrepreneurial rift is usually put
down to a history of cultural genocide stemming from slavery and effective inference,

is, bizarrely, that African-Caribbeans are entrepreneurial failures because ‘they are not

ethnic enough’.

A British based study has suggested that the likely performance of ACOBs may be
linked to most of these businesses being located in niches of low profit takings

(Smallbone et al., 2003), especially when compared to other ethnic groupings, mostly

found in businesses that are more oriented towards professional and business services.

While others have suggested the lack of sources of support as important in explaining

low levels of self-employment within the African Caribbean community (Blackscke,

Boissevain and Grotenberg(1990). Borooah and Hart (1999) have noted marked

differences between ethnic groups in the percentage of those who were self employed

(with or without employees), with black Caribbeans and Black Africans displaying a
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much lower propensity to be in self employment than Asians.

These studies all highlight key issues about ACOBs’ performance such as low
profitability or sales (Smallbone et al., 2003), poor financing (Bank of England
survey, 1999; Hisrich and Brush, 1986; Koretz, 1998), low survival rate (Robb, A,
2002; CEEDR, 2000), operations based in deprived and decaying inner city location
and in highly competitive low-value activities (Bank of England, 1999; Focus central
London, 1999) and absence of business training and experience (Hisrich and Bush,
1986; Mergenhagen, 1996), no tradition of entrepreneurship in family and lack of
basic trade skills or management skills to develop one from scratch.(CEEDR,2000).
Review of literature shows that their appears to be an indubitable supposition that
ACOBs are underperforming especially by ethnic resource model based studies done
by culturalist writers which have in many cases highlighted the success of Asians in
businesses while pointing to the “visible failure of certain other immigrant minorities
to follow suit and the early research literature containing numerous lamentations on

the paucity of Black Caribbean and African enterprise (Brooks, 1983; Kazuka, 1980).

H 4:1: Performance of ACOBs

ACOBs are more likely to perform less than the WAOBs

4.3 Empirical method

4.3.1 Questionnaire Design and Interview Schedule

The Performance related questions had two sections. Firstly a questionnaire (Card # 8)
was designed with Likert scaled questions to provide valuable information as well as

assess the subjective perception of business OWNers about success or performance of

their businesses on selected measures.
Eight items were used to measure performance. Out of these eight (8) items two

questions were used to measure Liquidity (Question I and 2), three questions were

used to measure business growth (questions 3-5), two questions were used to measure

business profitability (questions 6 and 7) and one question was used to measure

efficiency of business (question 8) (See Appendices: Card #8 in).
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W i : .
A lower score in each of these questions shows a higher satisfaction with performance

and a higher score shows lower satisfaction with performance.

The second section of the performance questions (Card # 9) consists of open-ended
questions basically allowing business owners provide actual or estimated figures on
employee numbers, sales turnover, and profit margin for consecutive years (in this
study, from the 2000 to 2004). The aim of this is to provide us with objective data

from which we can conduct analysis using financial ratios.

To augment the second section we used FAME, LexisNexis and other financial

sources to crosscheck figures provided, to ensure that figures were as accurate as

possible.

Secondly, during the qualitative interview we also incorporated similar questions to
elicit confirmation on figures for employee numbers, sales turnover and profit margin
to ensure that information was provided and conforms to those in the filled

questionnaire Cards.

Furthermore, we also collected information on customer satisfaction and loyalty and
employee satisfaction and loyalty under these sections. These, according to Adams
and Sykes (2003:423), were the two most important non-financial measures arguing

that (7) of the top rated specific non-financial measures are either in customer

satisfaction or employee satisfaction categories.

Finally, to enable us identify similarities or differences in what both groups (ACOBs
and WAOBs) perceived as performance measures for their businesses we asked

business owners an open-ended question: “How does your company measure success

or performance?”

4.4 Empirical Results
4.4.] Financial dimensions

4.4.1.1 Liquidity
When ACOBs and WAOB

there was a significant difference (p=0.0
nd WAOBs that had the ability to fund growth of their businesses. We

s were asked to score their “ability to fund growth”

7 see Table 4-1) between the number of

ACOBs a
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see more WAOBs than ACOBs satisfied with their ability to fund business growth
(Table 4-1). Furthermore, when business owners were asked abour the availability
of quick money investments and funds, majority of ACOBs and WAOBs from both
groups responded that they had none; only 20% of ACOBs and 22.3% of WAOBs
had such funds, which is not a significant difference. The ACOBs that had quick
money investments felt it made a difference to their businesses while others felt

this investment all depends on opportunities and the availability of loose cash to

invest. For instance comments from ACOBs include:

“I have a little bit and they have probably made a difference in the funding of

my businesses because you are limited by the resources available to
you. "(IXL)

“Yes I have quick money investments, what I usually say is, when you get 10 a
certain level, opportunities will come along and you will know when to take
advantage of those opportunities, e.g. business people who want 1o sell their
businesses, such opportunities come along. And when it comes along it is all
about how you grasp that opportunity, how you turn loss making business into
a profit making business.”(CFL)

The majority of WAOBs that had no quick money investments said that they

didn’t have enough left to put aside anywhere else (one called the availability of

such resources ‘luxury money’), the very few that had it, had it on a personal

basis.

Table 4-1: Subjective assessment of liquidity and size variables

Liquidity 7 Asymp.Sig. 2-% Ranks o Ranks N-Ties [P-value Lhavc‘:u of
variables tailed)§ WAOBs ACOBs significance
Liquidity B
(Ability to fundj-1.811 2.56 3.20 15 0.07* 0.10
jgrowth)

< < ¥ <
Size (Sales level)}-2.399 2.56 3.16 15 0.016 0.05

*Significant difference

Source: Fieldwork.

a Lower mean scores denote higher levels of satisfaction with performance variables.
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One of the WAOBs attributed the availability of these quick money investments

to the help of his parents. A few comments are:

g/fy investment in lhis. area is only personal not commercial. We are looking at
uying our own premises, so we will invest in our own investment.” (GJUK)

“There is a business invested in quantum security types “(RTL)

“I personally had unii trusts and a few shares but that only because I had a bit
of personal money and my parents had sort of invested for me.”(TBL)

4.4.1.2 Size

The response in the sales level of ACOBs and WAOBs are significantly different.
(p=0.016, see Table 4-1), we discovered that ACOBs are less likely to be satisfied
with their sales levels than WAOBs matches® A few comments from ACOBs in this

regard include:

“Depends, you have every aspect needing attention, il’s also the issue of
people knowing about the food, it’s a big barrier, I have been trying lo break
through that barrier” (TEF)

“I don’t think I face any sales barrier, ils more the indigenous communily
knowing aboul the products we are selling, but I am sure by the time they know
what is available, there wouldn't be anymore barriers. "(AHP)

4.4.1.3 Growth

The quantitative results using the Wilcoxon signed ranked test shows there is no
significant difference between ACOBs and WAOBs in the three variables
representing “business growth™ market share (p=0.891) changes in employee
(p=0.869) and sales growth (0.928; see Table 4-2). Though there was no significant
difference between both groups, we observe from the mean response that the ACOBs

show lesser satisfaction than their WAOB counterparts in all three-growth variables.

3 As Ekwulugo (2006:68) said, “thc black African communities are in the unique position of possessing special
sets 0‘{, needs and"pref.erences that can most effectively be served by those who sh.are their necds‘ and px_‘cfe.rences
an(i know them intimately.” The problem in this is the limitations it places on their sale level, with major increases

in the past as a result of increasing population of African migrants.

77



Table 4-2: Subjective assessment of growth performance

Z
a a
Growth Variables Asymp.Sig.
Coailed | Ranks | Ranks | g | Levelof
testy | WAOBs|  ACOBs v significance
Growth (Market share
growth) -0.137 2.88 2.92 18 0.891 >0.10
Growth (Change in <
employee) -0.165 248 2.6 19 0.869 >0.10
Growth (Growth in sales) -0.091 2.71 2.88 15 0.928 >0.10
Source: Fieldwork. *Significant difference
o Lower mean scores denote higher levels of satisfaction with performance variables.

In line with business growth, business owners were asked, “how they compared in
terms of market share with the competitors” while a few were able to say “large” or
“tiny” most respondents in both groups felt that it all depended on what facet of the
business that was being compared: they mostly believed that they had somewhat
different products, locations, and target customers that are pursued by their companies

which may be different to that of the competition. Three African Caribbean

entrepreneurs commented:

“This is difficult to tell as my business is an Internet based business and is
composed of different areas, community market, music markel, business
markel, elc. As far as the business is concerned we have got about 70,000
people in the United Kingdom market from a community perspective. Recently
we incorporated a business sile, which now has more business people than the
music site. It is difficult to tell it all depends.”(BNL)

market share in African food probably about 65%"
roduct, some products we have 90% of the share, and
some products we have a lower share, for example, in ‘garri’, my markel share
will be probably 10-15%, In bean flour about 9%. We virtually have a
monopoly on some product li