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Abstract 
Analysis of the large rise in the numbers of self-employed in the UK reveals high levels of in-work 
poverty, especially among those coming off of social security benefits. Policies that are developed to 
alleviate social and economic risk regularly lead to behavioural responses to perceptions about the 
nature of such risk and to make individuals more accountable. Informed by accounting, finance and 
economic theories of risk, interviews with key informants who are experiencing self-employment and 
poverty, along with professionals from business and community development and poverty alleviation, 
are used to explore the support available to new entrepreneurs. Findings include that policy push from 
unemployment to self-employment shifts the social risks and responsibilities of employment from 
state and employers to those individuals with least capacity to bear them. Measures to mitigate 
resource disadvantage, including the New Enterprise Allowance Scheme, are found to be wanting and 
inadequate for the main client groups, and fail to reduce the social and economic risks faced in starting 
up a new business.  
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1. Introduction: Accountability, policy and the new entrepreneurs? 

Society requires its institutions to be accountable for enhancing decision quality over economic 

performance (Dalla Via et al., 2019; Dillard and Vinnari, 2019; Grossi et al., 2020). Furthermore, any 

segment of society is vulnerable to public and social risk, which in turn urges governments to respond, 

implying a need for governance and accountability (Andreeva, 2014). Consequently, the term 

‘accountability’ is referred to as a key element in a variety of contexts, including legal, fiscal, 

hierarchical and peer accountability (Dillard and Vinnari. 2019). Robinson (2003, p. 172) has identified 

accountability as “a relationship involving the giving and demanding of reasons for conduct”. O’Leary 

(2017, p.21) offers a rights-based approach to accountability by focusing on “assisting developing 

communities to assert their rights to self-determination and the fulfilment of political, civil, economic 

and social rights”. Challenging the ethics of accountability, Messner (2009, p.919) describes “an 

opaque self that cannot account for everything it has lived through; an exposed self that experiences 

accountability as an intrusion into its own practice; and a mediated self whose accounts have to rely 

on a medium that is not of its own making”.  

The basic consensus in the literature suggests that ‘accountability’ is not only a formal order but also 

a moral order. Although a system of reciprocal rights and obligations, it is, nonetheless, imperative to 

highlight that a multitude of approaches and developments have been suggested and documented to 

account for the sharp or gradual changes in accountability, these are: (i) extending articulations and 

experiences of downward accountability (O’Leary, 2017; Marini et al., 2018); (ii) coping with 

hierarchical accountability (Martinez and Cooper, 2017; Agyemang et al., 2017); (iii) developing 



internal accountability – the evolution of management control systems (Hall and O’Dwyer, 2017; Kraus 

et al., 2017); and (iv) theorising NGO accountability (Davison, 2007; Lehman, 2007; Everett and 

Friesen, 2010). 

This paper explores the issue of social risk in the context of policy that encourages self-employment 

and new business amongst those who are currently unemployed or otherwise under-resourced. Social 

risk is defined as the threat to individuals, households and communities of reducing social 

circumstances, risking poverty and social exclusion (Mosley, et al., 1999). Integral to establishing a 

new business or self-employment are the challenges of assembling resources, building and realising 

networking and capitals, and assessing the opportunity costs of embarking on enterprise activities. 

Accountability is essential to entrepreneurship and self-employment and, over the years, the question 

of how accountability is compromised in building the interpersonal relationships between suppliers 

of capital for business start-ups and recipients has emerged as a prominent theme in accounting 

literature (see, for example, Andrew, 2007; O’Leary, 2017; Marini et al., 2018; Alawattage et al., 2019).  

For those new business efforts that require loan finance, particularly microfinance, the term 

‘microaccountability’ has been applied. On the one hand, microaccountability brings emotion and 

sentiment into the act of providing an account, on the other hand, accountability for microfinance 

loans is not a dual relationship between a lender and borrower (Alawattage et al., 2019). Moreover, 

microfinance organisations play an important role in helping to advance, promote and above all 

protect human rights. These roles include deployment of aid to hundreds of millions of the most 

impoverished, unemployed and vulnerable people from all over the globe. To complement such roles, 

microfinance is likely to become more significant as an inclusive tool for poverty alleviation, which 

consequently inhibits the predictive power of accountability as a key determinant in the role of the 

loan officer and the process of microfinancing (Dixon, 2005). Accordingly, microaccountability 

describes how microfinance operates and functions as a tool for the administration of modern global 

society (Messner, 2009; Kosmala and McKernan, 2011; Alawattage et al., 2019). 

A key strategic economic development approach of successive UK governments, reflecting policies 

and practices in other countries and at the EU level, has been to promote independent business or 

self-employment where there is a lack of employment opportunity. This is consistent with the 

increasing tendency in many neoliberal economies to position the responsibilities for social and 

economic life on individuals rather than employers and the state (Varga, 2014; Prosser, 2016; 

Zyznarska-Dworczak, 2019). For enterprise, the rationale is clear: where there is a dearth of 

employment opportunities, new business and self-employment will stimulate the growth and 

diversification of local economies and improve local and national competitiveness (MacDonald, 1996; 

Baumol and Strom, 2007; Frankish, et al., 2014). From a social point of view, there is a parallel narrative 

too; encouraging the unemployed to establish a new business: offers them a route out of poverty 

(Storey and Strange, 1992; UK Government, 2016a), will regenerate communities in old industrial 



areas, and reduce dependencies on large plants, nationalised industries and the public sector (Storey, 

1991). Policy interventions to support this agenda have also been introduced as consistent with the 

welfare approach of ‘making work pay’.  

Policy communications increasingly contribute to shaping the public perception of risk and continue 

to influence further formulation of policies associated with managing social risk, in turn further shifting 

levels of accountability towards individuals (Adekola et al., 2019; Alawattage et al., 2019). This shift in 

expectations about who bears social risk also relocates our rationale about accountability, similarly 

individualising it (Alaszewski, 2010; Bennett et al., 2010; Löfstedt, 2008; Veland, and Aven, 2013). 

Policy shifts that transfer risks and accountability to individuals also increase perceived need for 

control measures to monitor, deter and penalise individuals who may neglect their accountability role, 

leading to policies focused on reducing fraud, corruption, and unnecessary welfare dependence 

(Berggren and Bjørnskov, in press).  

At the same time, one of the key challenges of the new global economy is the rise of precarious 

employment and in-work poverty, which is characterized by uncertainty, low wages and job insecurity 

(Vosko, 2006; Kalleberg, 2009; Takahashi et al., 2010). The rise in the amount of piece work, 

contracted rather than employee-based work, and ‘gig’ work – eclectic short-term contractualised 

tasks – are all self-employed contexts and are amongst those most likely to be precarious and low paid 

(Friedman, 2014; Webster, 2016). Within these modes of work the responsibilities of employment 

such as wages, working conditions and in-work benefits (such as paid leave) rest with the individual 

rather than an employer. Rather than being a means by which social risk might be managed, the 

increased trend of precarious ‘enterprise’ for many is a reduction in stability and quality of wages; by 

shifting responsibility for socio-economic wellbeing from the state and employers to individuals, the 

effect is actually an increase in social risk. This contradiction between the asserted value of enterprise 

for wealth development and evidence of enterprise as a context of in-work poverty is little explored 

in the literature, especially in the accounting literature (Lehner, 2016).  

The accounting literature has long concerned itself with exploring methodologies by which capital 

might be distributed for value-adding purposes (Parker, 2005; Walker, 2016; Kocollari and Lugli, 2020; 

Tooley and Hooks, 2020). However, there has been little critical engagement with the appropriateness 

of these methods for unemployed and otherwise financially-challenged individuals. What we do know 

is that deficiencies in financial and human capital are specific barriers to sustainability of enterprises 

started by unemployed and under-resourced people (Lee and Cowling, 2012; Storey, 2014). There is, 

therefore, a role for those who support the management of social risk for the self-employed in terms 

of mitigating potential financial and human capital deficits and, of course, any inherent cost 

implications. But current enterprise policy interventions and, in particular, efforts to mitigate social 

risks are provided within structures that prioritise the interests of suppliers of capital. There is 

currently no analysis in the literature of the likelihood that allocation of resources using current 



accounting methodologies will generate positive social outcomes (Nicholls and Tomkinson, 2015). The 

main objective of this paper, therefore, is to explore whether the shift in social risks from state and 

employers to individuals really has the potential to improve social and financial fortunes, as per the 

rhetoric, or if in fact the problems of poverty and social risk are compounded. This paper also explores 

the appropriateness of current accounting practices for mitigating resource disadvantage, and 

questions the fit between common accounting approaches to risk, and public assertions of the need 

to support enterprise as a means of managing social risk.  

The empirical work reported in this paper comprises a qualitative study in urban central Scotland. As 

with other such places operating within a globalised economy of international linkages and supply 

chains, in Scotland there have been efforts to develop local and regional regeneration partly through 

endogenous growth and especially growth in new businesses. Specifically in this regard, urban central 

Scotland has been the crucible for a number of economic initiatives including the business birth rate 

strategy, which sought to promote enterprise and entrepreneurship (Danson, 1995). As with many 

deindustrialised economies, Scotland has also inherited an ongoing legacy of poverty and multiple 

deprivation in some areas (Lee and Cowling, 2012; McKendrick, et al., 2016) and, to an extent, area 

and thematic policies and strategies have targeted their relief through support for enterprise activities 

(Birch and Whittam, 2008). 

The rest of this paper is structured as follows. The next section provides some information on increases 

in enterprise in the UK over the last four decades, and some data on conditions and incomes. Following 

this, theoretical approaches to understanding risk and mitigating human and financial capital deficits 

are explored in Sections 3 and 4 in preparation for these being applied to a qualitative study of 

enterprise from resource-constrained starts. A description of the methodology employed for the 

empirical work is offered in Section 5, while Section 6 presents the data. These are discussed in Section 

7 before conclusions are presented. 

2. Self-employment, poverty and policy  

Gordon (2006) explains three types of poverty: absolute, relative and social exclusion. Absolute 

poverty is extreme poverty, measured as living on less than $2 per day. Relative poverty is income 

lower than the average in a population. Social exclusion is the compounded social disadvantages 

created by low resource availability, including lack of participation in social structures such as 

education and wellbeing activities (Bhalla and Lapeyre, 1997). Consequently, low levels of human and 

social capital are also associated with social exclusion. These are exacerbated by a lack of employment, 

and in turn intensify a lack of attainability of many jobs in the labour market (Blackburn and Ram, 

2006). In these circumstances, self-employment is asserted to be a means by which poverty and social 

exclusion might be improved; where labour market work is least attainable, an individual may employ 

him/herself in order to participate in the economy (UK Government, 2016b). 



Unlike in most European countries, the enterprise population in the UK has undergone significant 

growth over the past decade, which has been associated with changes in its composition (Galloway et 

al., 2016; McHugh, et al., 2017; Smith et al., 2019). Separating the UK from some continental nations, 

no financial or qualification thresholds are required for an individual to become self-employed. Under 

UK tax law, common law standards are utilized to decide if an individual works under a contract of 

service – i.e. is an employee – or under a contract for services – i.e. is self-employed (McHugh, et al., 

2014). Amongst the stock of enterprises there are many firms that employ people, but the majority 

are in fact sole traders and the self-employed (House of Commons Library, 2019). Indeed, recent 

increases in the rates of start-up and in the stock of firms are actually reflective of an increase in the 

numbers of self-employed people, not employing firms, as demonstrated in Table 1 which shows UK 

data from 1975-2014. 

<< Table 1 Employment of people in work in the UK, 1975 to 2014 about here >> 

Similar to the UK, in Scotland between 2000 and 2018, the total number of enterprises increased by 

an estimated 45.0 per cent. Almost all of these were small (0 to 49 employees), with enterprises with 

no employees accounting for 68.7 per cent (Scottish Government, 2018). Behind these figures, and 

driving an increase over recent years, there has been an almost continuous rise in the number of 

unregistered businesses (the smallest sole traders and partnerships that are not large enough to be 

registered for VAT/PAYE, have an annual turnover below the VAT threshold of £85,000 as at January 

2019, or are not PAYE registered because they do not employ others). These unregistered enterprises 

represent around 50 per cent of all private sector enterprises in Scotland (Scottish Government, 2018).  

A failure to reach a sustainable level of income for many has led to self-employment becoming a 

context of a specific type of in-work poverty, and this is now an area of policy interest. For example, 

in response to concerns about the social risks of job and income insecurity, the UK House of Commons 

Work and Pensions Committee recently conducted an inquiry into ‘self-employment and the gig 

economy’ (UK Parliament, 2017). Consistent with these concerns, the Royal Society for the 

encouragement of Arts, Manufactures and Commerce (RSA, 2015) revealed that more than two in five 

self-employed workers earn less than the equivalent of a full-time employee on the national minimum 

wage. This degree of poverty continues after start-up with a quarter still below the minimum wage 

when self-employed for over two years. The Social Market Foundation (2015) confirms that:  

Little is known about this group of workers who stand outside many of the official 

statistics, and outside many areas of employment regulation and protection. They 

are not covered by the minimum wage, for example, and so are not covered by the 

increases coming in between now and 2020.  

Beyond this, self-employed people are not entitled to statutory sick pay, maternity or paternity pay, 

paid holidays, training support, and, without an employer’s management and contribution to their 



future income, they will be reliant on the state and their own savings in retirement. Limited liability 

insurance and other costs that are not faced by employees further reduce the take-home pay from 

self-employment. In effect, all risk and responsibilities of employment rest with the individual. In a 

commentary on HMRC data on the incomes of the self-employed, Murphy (2015) concluded that: 

If mean pay is about £20,000 then 91.5% of self-employed people earn mean pay 

or less. Second, if two thirds of median pay is a measure of poverty (or £15,000 or 

less here, at least) then 84% of the self-employed would be in poverty based on 

their self-employed earnings and 77% are based on total income. 

These figures are concerning and sit in opposition to government rhetoric about the value-adding 

potential of enterprise and self-employment.  

The UK’s Enterprise Bill (UK Government, 2016b) aims to “make sure that Britain is the best place in 

Europe to start and grow a business” and to “cut red tape for business, encourage investment in skills, 

and make it easier for small firms to resolve payment disputes”. These suggest that support is available 

for starting a business or becoming self-employed to allow ‘hard-working families’ to prosper. This 

typifies government and policy assertions since the 1990s that self-employment and running your own 

business are to be encouraged as means of mitigating unemployment and poverty, underpinned by 

your own ‘accountability’ as introduced earlier. These claims are not underpinned by any evidence-

based rationale though. Instead, a counterview to the rhetoric is that the enterprise policy agenda 

seeks to encourage people to create their own jobs to relieve the state of the burdens of providing 

subsistence. In these circumstances, private (and public) organisations are able to use weak 

employment market conditions to rationalise the costs of labour, sourcing work from cheaper 

contracted labour or small firm service providers in supply chains, rather than the costly employee 

model (Saar and Unt, 2008; Behling and Harvey, 2015). The effect on workers is lower incomes, and 

since the responsibility for wages now rests with individuals in the free market, in effect, the social 

risks of poverty, including inherent antecedents and compounding features such as low skills and 

education and poor health, are redistributed from the state and employers to individuals (Baud and 

Chiapello, 2017; Allain, et al., 2013). Theories and conceptualisations of the risks, from social, 

economic and policy points of view, have been explored in other contexts across the globe, as 

discussed by Holzmann with differing sets of colleagues (2001, 2003, 2007); these literatures are 

introduced in the next section. 

3. Theoretical background – conceptualising risk 

Risk is the interaction of people with uncertainty (Douglas and Wildavsky, 1982). But risk is not 

consistent between people and circumstances and is also regarded as having a variety of meanings 

and metaphorical referents. These include: approaching risk as potential loss, comprising a 

downwards orientation, or approaching risk as an attribute or a quality, or understanding risk 



ontologically, where it is relative and associated with a specific issue such as disease or adversity 

(Young, 2001; Pelzer, 2018). When applied to social and economic studies, different approaches to 

risk have been taken and this has been charged with clouding understanding: Keasey and Hudson 

(2007) claim, for example, that finance theory takes data from the outside world but often ignores the 

rich complexities of the context of social risk. Consequently, in terms of the risks associated with work 

and self-employment, an interdisciplinary approach is useful, whereby the analysis of risk of in-work 

poverty in self-employment may be viewed through several lenses.  

First, from a sociological point of view, poverty, as a social issue, is caused by low resources, most 

often attributed to low incomes (Grimshaw, 2011). Poverty is exacerbated by other, often related, 

factors, such as the compounding effect of low levels of human capital amongst the long-term 

unemployed. These factors further increase the risks for individuals of poverty. Research has engaged 

with these issues under the umbrella term ‘social risk’. According to the National Academies of 

Sciences, Engineering and Medicine (2016), there are five domains of social risk: socio-economic 

position, race and ethnicity, gender, social relationships (single or family), and residential and 

community context (e.g., extent of neighbourhood deprivation, type and tenure of housing). There is 

much intersection between socio-economic position and poor residential and community context, and 

correlations have been made between these with race, gender and isolation (JRF, 2018; Smith, et al., 

2018). As such, poverty and social exclusion at a social level can be seen to be compounded by 

intersecting factors leading to a cumulative effect on social risk.  

At the same time, self-employment and enterprise are business contexts and so risk in terms of 

business decisions that can lead to success or failure outcomes may be best understood via economic 

theories. There is a long-held use in business and economics studies of psychology theories of risk 

though (Lerner and Keltner, 2000), and this may be less useful in understanding and analysis. In 

particular, economic theories of risk connect risk-taking with profit and return (McGoun, 1995; Hagard 

and Tiede, 2011). Consistent with this, risk-associated personal qualities such as adventurousness, 

courage and creativity are associated with normative ideas about business success and comprise a 

classic economic view of ‘the entrepreneur’ (Knight, 1921). These approaches have been criticized for 

reducing business to economic probabilities and neglecting analysis of the nuances borne of the 

different circumstances of the individuals operating in the economic structure (McGoun, 1995; 

Hanlon, 2010). Alternatively, Hanlon (2010) asserts the need to link notions of risk back to the people 

involved, the actors in the socio-economic structure (also see Hanlon, 1999; Hanlon et al., 2006; 

Wahlstrom, 2006). Harney (2005, 2006, 2010) proposes similarly that risk is social and organisational 

and most recently Kaifala et al. (2019) note that pertinent modern societal risks include changes to 

employment patterns, quality of employment and increased likelihood of low pay, since these impact 

on personal well-being and on ‘human value’. 



Despite these advances in finance and accounting studies’ treatment of risk, in the business and 

enterprise literature risk is still positioned as intentional, and so the risks of going into business are 

treated the same way as, for example, the risks to health of choosing to take part in adventure sports 

(Cline, 2015). But the risk of losses and poverty as a consequence of self-employment and business 

when they are driven by structural changes to the employment market and/or push from the social 

welfare system are not intentionally taken by individuals, they are imposed on them. Both Kaifala et 

al. (2019) and Asenova et al. (2015) contend that current UK austerity policies that have cut welfare 

represent a redistribution of social risk from state to individuals. Consequently, for those who start 

enterprises in line with government rhetoric about creating one’s own job, while the risk is taken by 

individuals, the antecedents to enterprise are largely beyond their control. The outcomes are 

individual, but when circumstances increase propensities to take these risks, the cumulative effect is 

social; the risk of encouraging and promoting new employment modes without understanding or 

inspecting the likelihood of success or failure is social risk.  

According to Asenova and Stein (2014), social risks have significant effects, extending beyond issues 

such as poverty and deprivation, into ‘‘more subtle social impacts of which our understanding is 

limited” including, for example, ‘‘social injustice. . . further polarisation of society between rich and 

poor, prospects of poverty and low pensions in old age” (p. 9). Accounting practices and technologies 

have been charged with being enablers of the distinguishing of rich from poor, distancing them, and 

allowing for notions of ‘deserving’ relative socio-economic statuses (Graham and Grisard, 2019). 

Pertinent to the topic of this paper, Adam et al. (2017), for example, explain how the tax system tends 

to treat differently two distinct groups: the self-employed and company owner-managers. Although 

they have similar age profiles, company owner-managers tend to have more human capital and to be 

less likely to work part-time. Most importantly they are privileged in terms of how they are treated by 

the tax system with important implicit subsidies and advantages, in turn affording access to loans and 

other borrowings (Adam et al., 2017). In contrast, the self-employed are more likely to work part-time, 

have less clear business propositions, and command lower rates of pay. Consequently they are 

disadvantaged by limited and costly access to finance (as they present as risky to funders). Further, 

where these self-employed have come from unemployment, a lack of personal funds and low levels 

of capitalisation are often inferred, as are relatively low levels of human capital (Storey, 1991, 2014; 

Cowling, 1998). These represent impaired levels of microaccountability and so further risks to the 

success and sustainability of enterprises, and where returns relate to an individual or micro firm, the 

risk to funders is not commensurate with sufficient benefit to be worth-taking, and so access to any 

capital at all becomes problematic (Butcher, 2006; Walker, 2016; Chandra, 2019; Eckersley and Ferry, 

2020; Tooley and Hooks, 2020). In this sense, by adopting corporate economics and business-informed 

approaches to risk, accounting practices have impacts that act as barriers to socio-economic 



movement, helping to reproduce and even worsen social distance (Poullaos, 1998, Neu et al., 2010; 

Jayasinghe and Wickramasinghe, 2011; Jeacle, 2016).  

Underpinned by these economic approaches to business and risk, much investment policy since the 

1980s has focused on addressing market failures only where these are identified as limiting economic 

growth and development. Whereas the discussion on conceptualisation of risks and barriers to 

overcoming access to start-up and financial working capitals recognises some forms of market failure, 

the work of Barr (2001) is useful in exploring the nature of imperfect information in these sectors. He 

argues that the “welfare state exists not only to relieve poverty and redistribute income and wealth 

(the ‘Robin Hood’ function) but also as a series of institutions that provide insurance and consumption 

smoothing (the ‘piggy-bank’ function)” (abstract). This factor of ‘information’ is often neglected in the 

analysis of market failures.   

Notwithstanding this, the ongoing neoliberal rhetoric is that it is individuals who are responsible for 

their socio-economic circumstances, should own their own ‘accountability’ and thus, where there are 

deficits in capitals – financial, human, social – it is up to the individual to address these. Using this 

rationale, there is a clear role for policy to help to mitigate these capital deficiencies, through tailored 

support and access to finance. It is to these that we now turn. 

4. Mitigating human and financial capital deficits 

Schemes and programmes to support human capital development for new business start-ups, with 

training and advice offered through agencies, local government, and other organisations, are an 

important means by which the risks of enterprise are currently being addressed (Halkier, 2006; Bellini 

et al., 2013). In the case of financial capital, the academic and policy manuals stress the importance 

of sufficient funds in ensuring that new businesses are launched successfully (e.g. Princes Trust, 2017; 

Business Gateway, 2017). This can be most challenging for those who engage in enterprise from 

unemployment because they are more likely to have to seek (bootstrap) start-up finance 

(Ledgerwood, 1999; Robinson, 2001; Henley, 2005). But since modern accounting practices refer to 

probability-based measurements of risk, the poor tend to have restricted access to financial services 

due to (i) absence of physical collateral, and (ii) unwieldy systems to start formal transactions, which 

can act to discourage approaching the banks (e.g. Armendáriz de Aghion and Morduch, 2005; Ahlin 

and Townsend, 2007; Cull et al., 2009). As such, the more ‘risky’ the individual, the lower the chances 

of them accessing loans and indeed, where they might, the loans are expensive, further undermining 

the chances of success, and for the individual, risking losses and (further) poverty. Microfinance has 

been proposed as a solution to this paradox (Dorfleitner et al., 2012; Bouslah et al., 2018). 

Microfinance continues to gain popularity as the provision of financial services to unemployed, low-

income, in-poverty and excluded people enabling and empowering them to increase (improve) their 

income (living standards), and to account properly and independently for their small businesses and 



thus manage their livelihoods better (Dixon et al., 2006; Alawattage et al., 2019). Subsequently, the 

key role of microfinance as a targeted and direct strategy for reducing poverty levels stands in its 

ability to reach the grassroots with financial services based more on a “bottom-up” approach, that 

makes the individual more accountable (Dixon et al., 2006). 

‘Microfinance’ is the provision of financial and repayment services for those who are deprived of the 

capacity to access conventional provision because they do not have sufficient funds and are 

characterised as ‘poor’ (Ledgerwood, 1999; Robinson, 2001; Samer et al., 2015). The promise of 

microcredit is to provide small loans and skills and business training and support to micro 

entrepreneurs to invest in their businesses, reinvest their returns and help them break free of the 

poverty trap (Chemin, 2008; Berlage and Jasrotia, 2015). The literature also argues, however, that 

microfinance works uniquely from one context to another and its impact is reliant on, for example, 

attitudes to debt, group engagement, and financial literacy (Armendáriz de Aghion and Morduch, 

2005; Al-Shami et al., 2013). Weber (2004) has explored microfinance across a range of contexts and 

the rationales and ultimate objectives of the state and capital in promoting its expansion. Weber has 

ascribed sinister motives to many support schemes for microfinance: “a form of social disciplining 

aimed at commanding compliance for neo-liberal restructuring more generally” (Weber, 2004, p. 356); 

this itself is consistent with the overall political neoliberal paradigm (p.380). Notwithstanding this, 

with its asserted potential to encourage and strengthen social connectedness (Pronyk et al., 2007), 

empower people (Kim et al., 2007; Ngo and Wahhaj, 2012), and foster personal and economic 

development (Patrick, 2014; Baumberg, 2016), there is engagement in most countries with 

microfinance, used to complement policy efforts to address joblessness and to reduce levels of 

poverty. In the UK, one such example is the New Enterprise Allowance Scheme (NEAS), a benefit 

available to people who are unemployed to help them start a business. Provided they work at least 16 

hours a week on the business, the NEAS offers recipients access to advice and a grant for up to 26 

weeks (to a total of £1,274). The NEAS also offers loans of £500 to £25,000 at a fixed 6 per cent interest 

rate over five years (UK Government, 2016a). The remainder of this paper reports an empirical study 

of the experiences and outcomes of encouraging enterprise from poverty contexts and supporting it 

via schemes such as NEAS, and the effects on social risk. 

5. A research agenda and methodology 

The research reported in this paper focuses on exploring two key themes: first, the experiences of 

enterprise in circumstances of poverty; and second, the effectiveness of interventions – and means 

by which capital is made available in particular – to help to mitigate some of the risks of being self-

employed and resource-poor.  

With a dearth of previous research that engages with these themes, this study took an exploratory 

approach. In particular, testimony and opinion of those who engage with the issues central to 



enterprise and poverty were sought. Data were collected by eliciting the testimonies of key informants 

via semi-structured interviews, designed to encourage narratives from the points of view of 

participants so that, within the stories related, themes meritorious of consideration and analysis might 

emerge (Stake, 1995; Salkind, 2009).  

Key informants were selected on the basis of their knowledge and professional or personal experience 

of business support, poverty support or policy. The means by which most of these key informants 

were sourced was by compiling a list of professionals engaged in these agendas. Where several people 

occupied a role (for example, there are several local authority business support departments), one 

was selected at random and the most senior person invited to be interviewed. Each specialist 

identified was contacted and in every case they agreed to the interview (none refused). In addition, 

two participants were included on the basis that they were experiencing the move from 

unemployment to business. These two participants, referred to in this paper as Allan and Jane, were 

sourced from a larger study of in-work poverty and selected for inclusion in the analysis here because 

of their self-employed status and use of NEAS. Jane is in her early 50s and has started a music 

publishing firm with her (life) partner using NEAS, though she also does other gig work such as cleaning 

and copy-editing on a self-employed basis to supplement her income. Allan is in his 40s and started a 

boat building firm when he was reclassified as fit for work after receiving benefits for the condition 

ME (myalgic encephalitis). Details of all of the participants is given in Table 2.  

Interviews were conducted at informants’ places of work or, in the case of the two self-employed 

informants, in their homes. They were all recorded and transcribed verbatim. As per Miles and 

Huberman (1994), analysis was conducted by review of the transcripts by each researcher 

independently in the first instance, and arriving at consensus on themes by collaboration thereafter. 

<< Table 2 Source of key informants about here >> 

6. Insights from Key Informants 

Broadly, findings refer to three emerging themes: drivers of self-employment amongst those in 

poverty; the enterprise outcomes of these self-employment efforts; and, the extent to which the social 

and economic risks of social exclusion and poverty are mitigated by the support provided, and 

particularly the training and microfinance made available. Appendix 1 provides extended example 

testimonies to illustrate findings related to these main themes, and they are discussed in turn in the 

sections below.  

6.1 Drivers of self-employment  

Broadly, the general economic situation and continuing depressed state of the employment market, 

particularly at the lower skills end, was identified by most as being at the root of moves from 

unemployment into self-employment. Noted most often by those key informants who work in poverty 

alleviation and policy, enterprise from unemployment was often seen as a move of last resort by 



reluctant and desperate unemployed workers. Summary comments (included in the Appendix at 1.1) 

testify:  

A lot of people are turning to self-employment because they simply cannot find 

employment (MSP);  

People want to work and are applying for job after job after job and not getting 

anywhere. Then they can switch to [self-employment] as a …new strategy 

(CAS). 

There was an occasional expression that more positive motivations were behind some moves into 

enterprise, but most often there was scepticism. The following example is illustrative: 

I think some people [think] that being self-employed will give them a better 

standard of living, will give them more money, and all they need to do is work 

hard. But actually there's an awful lot more to it than just working hard. (Local 

Auth WD) 

So throughout the interviews there was testimony that self-employment following unemployment is 

often driven by a lack of alternatives. In addition, there was mention of the push to enterprise from 

benefits sanctions (see Appendix at 1.2). Sanctions are the removal of benefits as a consequence of 

lack of compliance with conditions imposed by the social security system, rendering an individual 

without income. The key informant from CAS, the local authority business advisors and the MSP are 

amongst those who had experience of clients/constituents to whom this applied.  

Allan’s story provides a pertinent example of this. Allan was essentially pushed into self-employment 

as a consequence of his reclassification from ‘incapacitated’ (and therefore entitled to welfare 

benefits) to being ‘fit for work’. He explains it thus: 

…the woman who was dealing with me at the Job Centre …was very helpful and 

said if I … set up as a sole trader then I would be able to do some work and … 

top up my income. She …knew that there was no way I would really be 

employable by an actual employer because even after all this time I can’t do 

much at all.  

6.2 Enterprise outcomes 

As exemplified by comments in Appendix at 2.1, life was described as precarious, including by our self-

employed participants: 

The bittiness of the work adds a lot of stress (Allan) 

You can never really relax (Jane). 



From a longer-term point of view this precarity is observably impactful. The two self-employed 

informants had neither savings nor pension provision and in both cases this was described as worrying. 

Other evidence from the field relates to how difficult it is for those on already low incomes with poor 

information networks to navigate the tax and social security systems. Other outcomes reported of 

self-employment from unemployment and otherwise low resource conditions include low value 

venturing where sustainability is unlikely. Expanded in Appendix at 2.2, the officer from the local 

authority welfare department summarised with the following example: 

So they set themselves up as perhaps a window cleaner …[but] are having to 

get food vouchers because they're not making a living. …We've got people who 

because they can’t get a job and they’ve probably not got a lot of skills, they’ve 

set themselves up. …We do see quite a lot of that where the sustainability is 

very doubtful (Local Auth WD).  

The MSP similarly expressed concern about the viability of business for some, citing an example where 

outcomes might even be damaging:  

I dealt with a young male constituent… He was looking at… a sort of courier 

type business. And …his family actually had real concerns. … He was under 

physical and mental stress and his father said “…he just doesn’t have the 

wherewithal just now to deal with setting up a business”. 

Overall, the precarity of work and low incomes as a consequence of low-value enterprises were seen 

by participants in this research to be sources of anxiety and ongoing poverty. 

6.3 Support and mitigation of disadvantages 

While the social security system in the UK exists to provide welfare support for those experiencing 

poverty and social exclusion, key informants from the STUC, CAS and CBBC all noted how obstructive 

and complicated the system is for those who are self-employed, particularly those with low human 

capital levels, precarious and fluctuating incomes. Some of the informants’ testimonies on this are 

included in the Appendix at 3.1 and can be summarised as: 

The system isn’t really built for poor people who are trying to establish a 

business (STUC); 

There are blurring lines where someone is self-employed, whether they are able 

to get Universal Credit (CAS). 

The new scheme the CAS participant refers to, Universal Credit, consolidates in-work tax credits and 

other entitlements. It was seen as even more opaque for the self-employed than the social security 

systems that have preceded it. Indeed, the informant from the business and community charity 



confirmed the difficulties even professional agents have in understanding and advising the self-

employed and micro-businesses.  

Participants engaged in the poverty and business agendas were aware that there are key issues in 

terms of access to training and finance, but they claimed these issues are not considered at a policy 

level in any meaningful way. In fuller form in Appendix at 3.2, there was mention of a lack of 

assessment of policies designed to support enterprise from poverty (CBBC). There was also assertion 

that there is in fact no policy priority for supporting enterprise from poverty. The comments of the 

participants from the area of multiple deprivation and CAS illustrate:  

the Job Centre and Department of Work and Pensions only have two targets. 

One is to reduce fraud in the benefits system and the other is to reduce the 

amount of people that are claiming benefits (CAS). 

…they don’t have any targets for helping individuals from the most deprived 

backgrounds or areas (AMD2). 

So while there are policies to encourage start-up amongst the long-term unemployed, there is no 

direct and targeted engagement with this group to advise, guide and assess their specific support 

needs. This echoes the findings of the Business Birth Rate Strategy research of the mid-1990s in 

Scotland which revealed that some groups with low rates of entrepreneurship, such as women and 

young people, did not engage with enterprise support (see Scottish Enterprise, 1993). Policy responses 

to this have sometimes included targeted support and indeed the business advisor focusing on ethnic 

minority start-ups in this study noted how effective direct engagement with tailored approaches had 

been:  

Accessing these people [ethnic minorities] it’s not easy. You have to work in the 

community… to raise awareness… So it’s a community led organization, where 

you go to meet them in their own places. …For them to come in the mainstream 

has been a huge challenge… It’s a culture thing.  

No such tailoring for those unemployed or in poverty as a marginalised group is available despite 

evidence that there are very similar engagement issues and a lack of trust in and understanding of 

enterprise support services. For these reasons, the participants in this study noted that mainstream 

provision was not always effective, that microcredit and training are not impacting on the intended 

beneficiaries. The key informants from the area of multiple deprivation regeneration group explain the 

reasons thus: 

[There is] a range of surgeries and you can go to those surgeries if you are 

proactive and sign up …or walk into a Job Centre [but] it doesn’t happen in this 

area (AMD1). 



We meet people around the area who …say they wouldn’t go near any of these 

agencies. (AMD2). 

Despite these engagement issues, there is provision of microfinance available, and both Allan and Jane 

in this sample were involved in NEAS-supported businesses. In each case, the businesses were based 

on hobbies, but neither Allan nor Jane had yet made sales, instead relying on the weekly NEAS 

allowance and other sources of income – in Allan’s case, his partner’s zero-hours job, and in Jane’s 

case, other gig work including cleaning domestic homes and holiday lets. All the other key informants 

in this study were aware of NEAS. They tended to express fairly negative views of its role and value. 

What is available to those coming from unemployment is £1274 over 26 weeks and access to a loan of 

up to £25,000. Alongside the NEAS, there may be access to small sums of money for specific start-up 

purposes from local support agencies and charities, usually of figures in the hundreds. Sometimes, if 

personal funds are available for capitalisation purposes, larger sums may be leveraged from other 

sources or even from lenders. From circumstances of poverty, personal funds are unlikely however.  

In terms of the variety of microfinance schemes available, one of the business advisors referred to 

some of the complexities in the agendas of different agencies in supporting or encouraging claimants 

into enterprise. Scepticism over the worth of the financial provisions offered to these start-ups in 

particular was apparent, both in terms of meeting finance needs and of motivations to become self-

employed. Expanded in Appendix at 3.3, the following comment was made: 

These small lumps of money…are not going to make a difference (Business 

Gateway).  

The business advisor’s comment resonates with established knowledge about the capitalisation of 

new businesses: that undercapitalisation tends to lead to low-value, precarious ventures. This is not 

mitigated by the small amounts of capital available, according to participants in this research. Further, 

without recourse to personal funds and with low skills and lack of business experience, microfinance, 

like all loan-based provision, was seen as particularly unsuitable.  

7. Discussion  

From the points of view of the key informants in this study, the transfer of the social risks to the 

unemployed via enterprise was seen as deepening the likelihood of poverty for individuals. The lack 

of employment choices negates ideas about risk-taking from a normative economic theory 

perspective; where there is little or even no alternative to enterprise, risk-taking is neither agential 

nor calculated, it is imposed. In turn, the redistribution of the social risks – and indeed, responsibilities 

– for unemployed people’s incomes and wellbeing was seen to be particularly problematic since these 

least resourced people have least capacity to bear these risks and responsibilities. As the MSP put it: 

It’s just a cheap way of hiring people and they have no entitlement (MSP). 



Evidence from this study supports the assertions in Al-Shami et al. (2013), amongst others, that 

support needs vary between groups. Social exclusion, lack of role models, lack of human and social 

capital, and mistrust and lack of engagement with established structures of support are reported in 

this study to be common amongst the long-term unemployed. There is thus a clear rationale for the 

development of tailored finance and support interventions that engage with the socially excluded, 

poverty-based demographic as a specific client group, but with cognizance of the specific 

circumstances and context of their efforts to engage fruitfully in self-employment. The evidence from 

the key informants was consistent: there is often a failure to recognise the real challenges faced by 

those moving from unemployment into self-employment and the risks of poverty from low and 

insecure incomes.  

Skills development and access to funding for capitalisation are known throughout the 

entrepreneurship and small firms’ literature to be critical for successful business and to make possible 

net positive contribution beyond churn and displacement. Those entering self-employment from 

poverty and unemployment contexts can suffer deficiencies in both financial and human capital terms. 

By providing support for both access to microfinance and skills development, microfinance schemes, 

in theory, address these deficiencies. But in fact, by offering loans without collateral, at interest, and 

often with no requirement to be trading at profit, they can have the potential to deepen poverty and 

precarity in enterprise rather than support sustainable business activities. In the case of NEAS 

specifically, at a very expensive 6 per cent interest rate, a new enterprise (or self-employed person) 

would have to raise up to £1,500 per annum just to service such a loan. The potential burden is 

considerable, and indeed, where business has failed, a return to social security dependence whilst 

carrying the debt from this loan will considerably worsen the risk of poverty. The arguments by Weber 

(2004) about the disingenuousness of policy seem to be supported by the way NEAS might play out 

for individuals, as indeed does the wider promotion of contracting out, becoming your own employer 

and the use of the term ‘entrepreneur’ to describe this process. As she concludes: “crisis management 

under capitalism relies on the reproduction of poverty – discursively and in concrete experiences” 

(Weber, 2004, p.380). We support the contention, therefore, that interventions to prompt and 

support enterprise in low-resource contexts need analysed critically. And pertinently, we raise the 

question of what credit product design choices and screening mechanisms would be appropriate for 

microcredit providers seeking to support the rising number of self-employed workers.  

From a social risk management perspective, by shifting the risks of social exclusion and poverty from 

the state to individuals and providing, via policy and support, mitigation of risks that are wholly 

inadequate, the ensuing social risks seem to be considerably worsened. In short, if enterprise is to 

become a route out of poverty for unemployed and resource-poor people, it must be supported 

appropriately, directly recognising their limited capacity for managing their own accountability. First, 

evidence-informed policies designed to mitigate capitals deficits are required. Second, where 



microfinance, or any other form of supporting the capitalisation of business activities is to be offered, 

that offering must be in the interests of reducing risk for recipients, either alongside or instead of 

mitigating the risks to suppliers of the capital. As such, regular economics theory-based approaches 

to risk in accounting practices and technologies are not appropriate. These approaches, by applying a 

probability approach to measure risk, will always conclude that those of low resource starting-points 

will create low-return, low value firms, or indeed fail. That being the case, the risk to the provider is 

offset by high costs of and conditions for loans that further decrease the chances of success for the 

individual. While these practices are economically rational, they act in opposition to the asserted 

efforts to reduce social risks by encouraging enterprise; they have entirely the opposite effect. We 

support, therefore, the argument in Kaifala et al. (2019) that new means are required of engaging with 

risk and microaccountability and concomitantly new ways must follow of measuring these in the 

financial sectors, so as to engage at a social and human level with resources and need, .  

8. Conclusions 

The first objective of the study reported here was to explore the transfer of social risks from state and 

employers to individuals in the context of enterprise, especially amongst those most resource-

deprived. The second objective was to explore interventions and methodologies employed to mitigate 

the risks of such enterprises. The theory of microfinance offers an expectation that barriers to start-

up exist but can be mitigated, that the responsibilities for individual, and by extension, social risks can 

be transferred from state to individuals where there is employment market failure and poverty if 

support is made available. However, the key informants interviewed here revealed that in fact 

microfinance, as currently supplied to those experiencing poverty, does not mitigate and can even 

deepen the risks for those moving into self-employment. As discussed at the outset, 

microaccountability, in terms of how microfinance operates and functions as a tool for the 

administration of modern global society (Messner, 2009; Kosmala and McKernan, 2011; Alawattage 

et al., 2019), is found wanting in this process. Those being forced into self-employment require 

comprehensive support to minimise risk and to maximise their limited opportunities. Signposting to 

business start-up facilities currently does not offer such essential intelligence and guidance and so it 

is poverty, displacement and unsustainable economic activity that is prompted, to little individual or 

societal advantage. We conclude that policy is not able to address the support needs of those who 

become self-employed from a resource-deprived starting point unless it engages directly with the 

issues specific to that context, including deficits in human, social and financial capitals and remoteness 

and mistrust in established structures of support. One of the structures central to this is the finance 

sector, an industry particularly hostile for individuals who represent financial risk. The application of 

accounting practices that mitigate these risks in order to protect the assets of the provider has a 

counter-effect, in terms of the asserted aims of policies to encourage enterprise and economic 

engagement. More broadly, this capturing of those in poverty into enterprise and self-employment 



raises and deepens social risk: “Making the ‘poor’ ‘bankable’ is thus an integral part of the problem, 

rather than the purported innovative road to the solution” (Weber, 2004, p.380). By neglecting the 

social and human, these practices further embed inequality and social risk is worsened, not improved. 

The need for a radical rethink is therefore implied. 

This study has limitations in so far as it is cross-sectional and qualitative. Results therefore report 

experiences that are not necessarily generalizable in their detail and a different set of key informants 

at a different time might have relayed different examples and experiences. The consistency of the 

reportage of scepticism about the policy motivations for and effectiveness of encouragement of 

enterprise amongst people experiencing unemployment and poverty provides a degree of validity to 

the findings though. A lack of attempts to engage with knowledge from previous policy and support 

initiatives, and a similar lack of any effort to engage people in deprived circumstances as a discrete 

group with specific engagement and support needs, exacerbate this further. At the very least it 

renders the effects of policies and support schemes entirely opaque and consequently difficult to 

challenge. At worst, it is promoting, with little mitigation, deepening social risk, social inequality and 

experiences of poverty.  
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Table 1: Employment1 of people in work in the UK, 1975 to 20142,3 

 

Year In employment  Employees Self-employed Other4 Proportion of 

self-employed 

people5 

  Thousands Per Cent 

1975 22,386 20,449 1,937 .. 8.7 

2014 30,597 25,767 4,590 240 15.0 

1 Based on a person’s main job       

2 From 1975 to 1983 the Labour Force Survey was carried out as a biennial survey and then 

annually from 1984 to 1991.  

3 Spring 1984 to 1991 are annual estimates from March to May, not seasonally adjusted. From 

1992 onwards estimates are seasonally adjusted 

4 This includes unpaid family workers and people on government supported training and 

employment programmes 

5 Percentage of the total workforce that are self-employed  

http://www.ons.gov.uk/ons/rel/lmac/self-employed-workers-in-the-uk/2014/ref-all-tables.xls
http://www.ons.gov.uk/ons/rel/lmac/self-employed-workers-in-the-uk/2014/ref-all-tables.xls


Table 2: Source of key informants  

Source Reference 

Member of the Scottish Parliament                                             MSP 

Local authority: Business development department Local Auth BD 

Local authority: Social and welfare department Local Auth WD 

Poverty Alliance (a national anti-poverty network) PA 

Scottish Trades Union Congress STUC 

Business Gateway BG1 

Business Gateway (ethnic minorities specialist) BGEM 

Charity bridging business & community CBBC 

Citizens’ Advice Scotland CAS 

Area of multiple deprivation regeneration group (2 participants) AMD1; AMD2 

Allan – NEAS recipient for boat building firm Allan 

Jane – NEAS recipient for music publishing firm Jane 
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