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Growth Aspirations and Growth Determinants
of Immigrants Early Stage Entrepreneurs

Karin SIREC — Polona TOMINT

Abstract

Paper analyses the differences between early stagsgrant and native
entrepreneurs regarding growth determinants andwghoaspirations, across
southeast (SeECs) and north and west (NWECs) Earopeuntries as well as
the associations between their growth determinants growth aspirations. The
study used data from the Global Entrepreneurshimii®o Adult Population
Survey. Results 1) significant differences betvgeewth aspirations of immigrant
and native early stage entrepreneurs were foung ionthe group from north and
west European countries; 2) growth determinantsgkate early stage entre-
preneurs’ growth aspirations in both regions; 3jyrficant differences between
growth determinants of immigrant and native earigge entrepreneurs were
found only in the group from north and west Eurapeauntries. For this re-
gion, it was confirmed that immigrants’ early stag@repreneurs are using new
technologies and introduce new products/servicesegbas are internationally
oriented to a significantly greater extent thaninatearly-stage entrepreneurs.

Keywords: immigrant entrepreneurship, growth aspirations,amation activity,
international orientation, South-East European cwi@s, North and West
European Countries

JEL Classification: M13, L26, J61, F22

Introduction

Existing globalization-accelerated migration hasdme a social phenomenon
that is having a significant impact on modern diese The speed and scale of
intensified immigration to Europe call for a “newagraphy of migration”, which

* Karin SIREC — Polona TOMINC, University of Maribdfaculty of Economics and
Business, Institute for Entrepreneurship and SmaBirBass Management, Razlagova 14, 2000
Maribor, Slovenia; e-mail: karin.sirec@um.si; paddominc@um.si
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needs to concentrate on various new insights lgosbcioeconomic and spatial
effects that highly diverse immigrants generatehwitparticular local/regional
labour markets (Marozzi, 2016; Kourtit and Nijkan2®12; Baycan-Leventa and
Nijkamp, 2009). The increase of international immatgpn in developed countries
and their contribution to economic growth and raglodevelopment encourages
researchers to study the immigrants’ phenomenataeid participation in the la-
bour markets — not only as employees, but rathentispreneurs (Head and Ries,
1998; Wong and Primecz, 2011). The developmentigfeconomic and social
system is undoubtedly grounded to a large extetitdérdevelopment of entrepre-
neurship (Acs and Szerb, 2011; Acs, 2002). Entrepneship has become one of
the most important factors for economic developnuer to the creation of new
enterprises and employment as well as the creafi@bs within existing compa-
nies (Wennekers and Thurik, 1999; Van Stel, CaarekThurik, 2005; Wong, Ho
and Autio, 2005). Therefore, strengthening the Kedge of regional differences
(in our case, between two regions: South-east amthMvest European Countries
(SeECs and NwECs, respectively) regarding entrepréad growth aspirations
and their determinants — the main focus of thegmiesesearch — is of the utmost
importance.

Immigrant entrepreneurship (through ethnic patition in terms of self-
-employment) has been seen as a powerful econarge Bind a contributor to
solving structural labour market imbalances in mardustrialized countries. It
has, for example, become one of the driving fofoeghe growth of national and
regional economies, particularly in the USA, bsibah many European countries,
by increasing the employment opportunities for ettsegments in the urban
population and in resolving social tensions andleros (Kloosterman, van der
Leun and Rath, 1998; OECD, 2006; Baycan-LeventaNijkamp, 2009; Rocio
and Rialp, 2013). Recent waves of immigration imdpe have transformed the
demography as well as social, economic, and palistructures of urban and
suburban areas. Therefore, investigating immigesutitepreneurship is vital for
social, academic, and political interest. Entrepoeship might be seen as a way to
curb unemployment and combat exclusion among oegtaups (i.e., immigrants)
who suffer social and labour discrimination and gitzalisation.

The research primarily focused on finding thetiateship between the potential
growth of the early stage entrepreneurs (obsedvariggh the early stage entre-
preneur’s growth aspirations) and their innovatisrwell as international orienta-
tion. This study expects the findings to contribtgethe better understanding of
the so-called quality entrepreneurship (e.g., dnoand innovation-oriented entre-
preneurship) dimensions among immigrant and nagiveepreneurs. Against this
background, the aim of this paper is to examinecmpare growth determinants
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of immigrant and native early stage entreprereinrstwo European regions
(i.e., SeECs and NwECS) in order to identify aeysttic relationship between the
investigated variables and highlight important edata of immigrant entrepre-
neurship in Europe.

Growth aspiration has proved to be a key predist@ctual business growth
(Wiklund and Shepherd, 2003; Delmar and Wiklund)&g0therefore, examining
the expectations of early stage entrepreneurstjehation and its determinants
(innovation and international orientation) mighfesfvaluable insights into the
issues and challenges they are facing. Entrepremsust also accept decisions
in terms of whether they want their firms to gromwnot. Most persons involved
in new firm formation have no growth aspiration (Wekers and Thurik, 1999;
Henrekson, 2005). Although not all expectationsemalize, growth aspirations
have proven to be a good predictor of eventual tr@¢iavidsson and Wiklund,
2000). Because an entrepreneur’'s aspiration fom firowth is important for
actual business growth, the identification of tleg kleterminants that contribute
to the formation of entrepreneurs’ aspiration igaly important. One of the few
theories incorporating entrepreneurs’ growth interg when attempting to ex-
plain variations in actual firm growth is the theaf planned behaviour (TPB)
(Ajzen, 1991). Central to this theory is an indivédls intentions to perform
a given behaviour. Intentions or aspirations asei@&d to be accurate predictors
of actual behaviour. Their main disadvantage Irethe fact that they combine
elements of growth willingness and growth abili#éyfirm’s innovation and in-
ternational orientation are assumed to have stiinglaffects on eventual firm
growth and have recently attracted increased isttexmong policymakers, re-
searchers, and business leaders (Koellinger, 200fiams and Shaw, 2011,
Moénik and Sirec, 2016).

Many studies have explored the determinants @friggt into entrepreneurship
and the differences in self-employment rates acrasisl and ethnic groups, but
the research field has remained quite fragmentéd. durrent paper stemmed
from the desire to address this gap by analysimegdifferences in perceived
growth aspirations among early stage immigrant aative entrepreneurs in
SeECs and NwWECs as new firms might have a dirquadtnon economic perfor-
mance of a country/region with their successfuleltgyment and job creation.
Data for our research are derived from the 2012 flovakia) and from 2013
Global Entrepreneurship Monitor (GEM) research éotbountries included into

! The main focus in this chapter is early stageegmémeurial activity which is, according to
GEM, measured by the share of adults (18 to 65syelt) who are personally involved in the
creation of a new venture and/or are at the same émployed as owners-managers of a new firm
that is less than three and a half years old omattee process of establishing a new firm.
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this research).The SeECs that participated in the GEM and coreglatsurvey
on immigrant entrepreneurship included Bosnia amedzegovina, Croatia, the
Czech Republic, Hungary, Slovakia and Slovenianftbe NWECs group, par-
ticipating countries were Belgium, France, Germdaseat Britain, Luxemburg,
the Netherlands, and Sweden.

This paper proceeds as follows. First, the histbrand geographical contexts
are provided, followed by the theoretical foundasiand the outline of the re-
search method. The results of the research arepiresented. The paper con-
cludes with a discussion of policy implicationssarg from the results.

1. Historical and Geographical Contexts of Migrations

More than 26 million people have migrated to thé ik the last 20 years and,
today, almost 7% of citizens living in the EU amrcommunitarian (quite uneven-
ly distributed in the various member states) (@dai, D'Odorico and Carrillo,
2015). The history of migration within Europe relgethat, traditionally, the entry
point of many labour migrants in Europe has beemthrth-west and central Euro-
pean countries, including Germany, Switzerland,taysFrance, and the Benelux
countries. Since the 1980s, emigration countrieh sas Italy, Spain, Portugal,
Greece, Ireland, Norway, and Finland have beguxperience significant immi-
gration, especially in the 1990s and 2000s. SautBeropean countries have also
become immigration countries, receiving people fidarthern Africa, the Bal-
kans, and the Eastern Mediterranean, mostly thrdlegfal immigration due to
the closeness to these regions, the geographiaalrés (e.g., coastlines, moun-
tainous regions) that facilitate entry, and thecpption that these areas are often
transit countries (Lazaridis and Poyago-TheotoR@9] Cavounidis, 2002; Stalk-
er, 2002; Zimmermann, 2005). The new EU membeestathich joined in 2004
or after, are experiencing emigration, transit atign, and immigration at the
same time (Penninx et al., 2014). With respecinteaiEuropean migration, the
Balaz and Karasova (2017) study revealed that, I&hain and the UK were the
major migration targets. Italy and Spain emergegrasciple destinations for
inflows from Romania and UK accounted for a sulis&imcrease in the abso-
lute stocks of intra-European migrants.

2 Within the Global Entrepreneurship Monitor, thepimtance of migrant entrepreneurship
was recognized and analysed in 2012 and 2013 psciabtopic included in the adult population
surveys of participating countries. The justificatifor the division of investigated sample into two
distinctive regions (SeECs and NwWECS) is precisescideed in chapter 2. Since migrants’ entre-
preneurship block was the optional block in 20E¥em NWECs and five SeECs are included into
our research, while Slovakia participated in thagt jpf the survey in 2012 only.
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The trend is expected to continue in the comincades as well due to push
and pull factors. Push factors are due to highosaanomic inequalities between
more and less developed countries, which fostempteyment, war, and au-
thoritarian regimes that create asylum seekerd. fRetiors stimulating migra-
tions are the decline and aging of the indigenoysufation in most European
countries and the unwillingness of many native woskto perform lower-tier
jobs. The structural inefficiencies in the EU labmarkets cause economic costs
(Roed and Schone, 2012; Constant and Zimmermari8)2@hich could be
mitigated through efficient migration policy becausiigrants bring in useful
skills and compensate for labour shortages (Qujrdi11). More recent empirical
study by BalaZ and Karasova (2017) discuss conteanpantra-European
movements that are quite complex and different fi@alitional economic motives.
According to Verwiene, Weisbok and Teitzer (2014)rky social and family
related motives are the primary reason for migratfnother aspect emphasize
the mobility from a life course perspective; wheng student migrate due
educational reasons, retired people for exampleat@drom north to south being
motivated among others by a higher quality of &fed lower costs of living etc.
The right of free movement within the EU has opeopda space for multiple
forms of mobility (Castro-Martin and Cortina, 201Return and circular migra-
tion are especially important in post-enlargememtofe (Balédz and Karasova,
2017). The Eastern European migrants, for exanapéemore likely to engage in
temporary circular (serial) and transnational mob{Favell, 2008).

Because of the different migration experiencesdindrse local and regional
circumstances, European countries exhibit markédrdinces in their immigrant
entrepreneurship experiences. Table 1 providesia baerview of investigated
countries within two distinctive European regionSeECs and NWECs — to show
the broader context in which the entrepreneurstopgsses take place. Basic eco-
nomic data, such as GDP per capita and unemployrata, are presented. Some
data on the business supportive environment afteded — namely, rankings on
competitiveness, the ease of doing business, @andate of starting a business as
well as self-employment rates of immigrants andveatand the proportion of
immigrant and native self-employed with employe&s.Table 1 indicates, con-
siderable differences exist among these two grofipsuntries.

The division of our research into two distincto@untry groups derived from
the historically different immigration waves withiturope as well as the different
migration ramifications, including the cultural asdcioeconomic characteristics of
migrant groups and the socio-political circumstanire the host countries. They
have caused a variety of recent immigrant entrgpirship experiences of different
European countries and regions (Baycan-LeventaNgkdmp, 2009).
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Table 1
Demographic and Economic Data of the SeECs and NwEC
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South-East European Countries
Slovenia 31,007.44 9.8 B9 51 15| 1024 12. 35.3 26.3
Hungary 26,221.99 4.4 63 54 57| 11.7] 10.7 53.4 47.9
Croatia 21,581.43 11.7 %7 65 88| 16. 17.% 39.2 23.0
Bosnia and Herzegovina10,491.80| 39.6§ 1iM| 107 147 - - - -
The Czech Republic 31,549.49 4.1 3L 44 110 | 26.7 16. 25.4 19.6
Slovakia 29,720.06| 7.4 67 37 77 16.8 15.5 — 20.2
North and West European Countries
Germany 46,893.17 3.9 g 14 114 - 10.7 - 45.2
Sweden 47,922.24 7.2 thg 11 32| 10.0 10.4 38.6 36.4
Netherlands 49,165.83 5.1 th g 27 21| 154 15. 20.2 25.1
Belgium 43,584.99 6.8 19 42 14 | 15.2 14. 30.5 30.3
Great Britain 41,158.9] 4.6 %0 8 45 | 16.7] 13.8 15.6 17.7
France 41,180.7Q 9.6 22 31 28| 11.4 10.§ 39.4 39.9
Luxemburg 98,987.19 6.0 %0 59 82 8.6 8.3 30.0 33.7

Sources* WEF (2015); ** http://www.tradingeconomics.corff World Bank (2015); **** Eurostat (2014).

2. Theoretical Background and Proposed Hypotheses

Immigrant entrepreneurship is described as theggmoby which an immigrant
establishes a business in a host country (or cpwfitsettlement) which is not
the immigrant’s country of origin (Dalhammar, 2004, 14). Hart and Acs
(2011) argue that empirical studies on immigrantegmeneurship are dominated
by the study of self-employment, ethnic enclaves, -a most recently — transna-
tionalism. These literature findings give somewbantradictory results. Some
authors claim that immigrants are more likely @artstompanies than the native
born (Fairlie, 2008; Light and Rosenstein, 1998gesting that they may have
a significant positive effect on the hosting cowistrievel of entrepreneurship
(Zelekha, 2013). Other authors emphasize thatpadfin immigrant entrepre-
neurship can be a promising avenue enabling indalglto gain economic mo-
bility and social recognition (Kontos, 2003; Randasmallbone, 2003), it is
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commonly discredited on the grounds of being avVale-added, rarely innova-
tive, and only marginally profitable experienceghi and Rosenstein, 1995). As
the volume of migrant groups in Europe as wellresghare of business owner-
ship among these groups is expected to contingeote, more knowledge shed-
ding light on these conflicting results is needed.

When studying the impact of entrepreneurial agtiof early stage entrepreneurs
on national economies, it is a rather narrow grobimmbitious entrepreneurs
who are especially important for economic growthof\y, Ho and Autio, 2005;
Stam et al., 2012). Ambitious entrepreneurs arsehadividuals who attach
importance to performing (more than) well with thaiisiness (Stam et al., 2012).
Previous research has identified many determinamtdifferent levels of anal-
yses when trying to explain growth aspirations ambitions. In practice, ambi-
tious entrepreneurs are more likely to achieve tamligl firm growth, although
findings at the personal level indicate that groagpiration might not be suffi-
cient for the realization of subsequent firm grawth order to achieve actual
growth, actions such as strategic planning, innomgtractices, and internation-
alisation are needed (Guzman and Santos, 2001mdteret al. (2015) literature
review showed that recent studies regarding agpeintrepreneurs neglect the
impact from such organizational characteristicans(2015) claimed that aspir-
ing entrepreneurs innovate and internationalizeentban “average” entrepre-
neurs. Verheul and Van Mil (2011) found that firmiernationalization is posi-
tively associated with growth aspiration, suggestinat export strategies help
entrepreneurs fulfil their growth ambitions. On tb#her hand, no consensus
exists about the actual role of innovation witharegto growth aspiration. Bosma
and Schutjens (2009) showed that high levels obvation orientation do not
necessarily coincide with growth ambitions, wher&ssnholm (2011) demon-
strated that innovation practices such as the dpwatnt of new products have
a positive and direct effect on growth and, inténgdy, that innovation nega-
tively moderates the effect of expectations onizedl growth. Given these con-
tradictory results, it is still unclear whetherrmt innovation is a prerequisite for
growth aspiration; therefor, the role of innovatiequires further investigation.

From the perspective of policy implications, ivery important that supporting
measures not be directed towards general supp@amntoépreneurship, but rather
be focused particularly on those who are oppoguthitven and express higher
inclination towards ambitious entrepreneurial agtiin the case of our re-
search, those who aspire to achieve job growthjhi study, the focus is on
growth aspiration among immigrant and native eathge entrepreneurs from
two distinctive regions. Early stage entrepreneuesfaced with the decision as
to whether or not to aspire for continued growtht@remain at the status quo.
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As already described, we build on the TPB (Ajze991) in order to identify key
attitudes and subjective norms that predict eaidyges entrepreneurs’ growth
aspirations. The research follows the assumptiahithmigrants have a particu-
lar configuration of their human and social capifdieir behaviour influencing
early stage entrepreneurial activities is thereftiffierent than that of their na-
tive-born counterparts (Achidi and Priem, 2011).

2.1. Growth-Oriented Entrepreneurship and Immigrations

The willingness and ability of firm growth is aroplex issue for early stage
entrepreneurs because of the absence of certainrces (Penrose, 1959), envi-
ronmental uncertainty, and the different percegiohentrepreneurs (Chen, Zou
and Wang, 2009). Therefore, it needs to be empddsmat firm growth is neither
a self-evident phenomenon nor a matter of chanceowing to the literature,
firm growth depends upon various factors (indivigusstitutional, environmental,
etc.) and presents one of the most important polédsers’ objectives, which is
to create employment.

GEM provides information on how many employee$i¢othan the owners)
early stage entrepreneurs currently have and expebfve in the next five
years. This measure presents entrepreneurs’ grasgiinations, which is one of
the main drivers of firms’ future growth. The gréwaspirations of early stage
entrepreneurs are their goals; as the entreprersstirnate such goals them-
selves, they are not necessarily objectively ptessids such, it is likely that
entrepreneurs in the early stages of entreprenipuast subjectively projecting
higher potential growth than those who have bedrepreneurs for a longer
period. This phenomenon of self-perception has les&nsively explored in the
literature (Bager and Schott, 2004; Tominc and Reke2007). Research re-
sults indicate that some early stage entreprenestshates might be inaccurate
due to incompetence or over-optimism, whereas stlaee more modest. It
is also more likely that the first group will abamdtheir early stage business
sooner than the latter one (Davidsson, 2006). Atsgime time, it has been well
established that growth realization is seldom aadewithout growth aspira-
tions (Stam et al., 2012).

Cassar (2006) showed that an entrepreneur’s grasyiations are influenced
by opportunity costs related to the use of humaah famancial capital, which
differ considerably among immigrant and native yathge entrepreneurs. Im-
migrant entrepreneurs often limit their opporturniggognition to their co-ethnic
community’s needs and find it difficult to breaktoaaf co-ethnic markets and
access the mainstream economy. Moreover, firmsbsguimmigrant entrepre-
neurs in the EU are present in low-skill industriedere price competition is
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extremely high (CEEDR, 2000; Marucci and Monted@®10). Similar findings
are evident within a study from Italy revealingttiramigrant-owned businesses
have little growth potential because they are wtiva in innovative activities (Di
Maria and De Marchi, 2008). Vargas (2005, p. 578) Bana and Morris (2007,
p. 7) summarized the barriers to the performandenafigrant entrepreneurs to
include lack of capital, lack of skills, lack offgort, excessive compliance costs,
excessive regulations, high taxes, discriminatimmguage, and crime.

However, the evidence from Saxenian (2002) statedher stream of immi-
grant entrepreneurship research challenging threattgical association of im-
migrant entrepreneurs with low value-added anddoowth potential businesses.
The growing body of literature suggests that marghlig skilled immigrants
launch successful firms because their access talifferent cultures — their birth
country and a new country — increases the seaes iarwhich entrepreneurs
can look for opportunities to grow their busines@dart and Acs, 2011). An
investigation of the differences between first- aedond-generation immigrant
entrepreneurs revealed that second-generation iranti@ntrepreneurs may be
better positioned for growth because they are @bknter into a broader set of
industry sectors than their parents (Ndofor andriRri2011).

Immigrants face many specific differences compaedative early stage
entrepreneurs, and they are driven to look for s&md of a competitive ad-
vantage, including placing more emphasis on crgatitique economic initiatives
such as cooperation with other immigrants and/on wieir homeland country’s
economic activity (bilateral trade or investmer{&lekha, Sharabi and Bar-Efrat,
2012) where they can gain advantages in exploititgrnational networks. On
the other hand, many immigrant entrepreneurs helegively poorly developed
business networks, which can be even worsened éyattk of their language
skills. CEEDR (2000) demonstrated that immigrant&€U countries have diffi-
culties accessing financing due to short or nosteri credit histories.

Entrepreneurs’ aspirations are highly dependenhermmpact of external envi-
ronmental influences. Park (2005) identified théeexal environment as a key
influencing factor in the process of new firm foatidn. Individuals’ behaviours
often change as they gain experience and knowléggmteracting with the
world around them. A stepwise process is proposddvelving innovation,
a triggering event, implementation, and growth -etline how the combined
interactions of both individual personality andesral environment factors can
influence each of these stages. Baycan-Levent aifigamp’s (2009) study
showed remarkable differences in migrant entrepnestigp between northern
and southern European countries — first due taatready described migration
history, second due to geographical characteriaticsthe difference in strictness
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of policy measures, third due to the differencdalmour market structure, and
finally due to the specific nature of the south&uropean economies, where
a thriving informal economy and a rapid expansifrihe tertiary sector exist
and have, in turn, led to the creation of many oppuaties for immigrants.
Storper and Scott (2009) also showed that regichsirin human capital (in our
case, north-west European countries [NWECSs]) areerable to attract and suc-
cessfully assimilate immigrants. In light of theidance from previous studies
and the features of SeECs’ and NWECs' macroeconamicsociodemographic
circumstances, we test the following hypothesis:

Hypothesis limmigrant early stage entrepreneurs have highemdin aspira-
tions than native early stage entrepreneurs, with difference being more empha-
sized in northern and western countries of Eurdye in south-eastern countries.

2.2. Growth Determinants and Immigrations

Further research concentrates on examining grdetgrminants of immigrants
and native entrepreneurs. Two growth determindmas have provided a long-
-term contribution to economic growth, innovatiamd international orientation
have been studied.

Innovation in a given economy depends not onlyndividuals (entrepreneurs),
networks of innovative enterprises and researchnizgtions, suppliers, and cus-
tomers, but also on various institutional factetgh as the public financing system
of research, the nation’s system of schoolingniimgi and financial establish-
ments. Such innovation can be seen as the outcbmatoal activities of various
members of the whole system (OECD, 1997). Thusfuhetioning of these joint
constituencies of the system, whose outcome igsepted by innovation, is greatly
dependent on economy-specific formal (e.g., regdadrameworks) and informal
(e.g., rules, conventions, and norms) instituti@gws, Anselin and Varga, 2002). As
a result, innovation activities are not equallytriisted in space (i.e., Stohr, 1986;
Crnogaj, Rebernik and Bragl&lojnik, 2015), although it is possible to facerthe
with different development levels of regional inaten systems (i.e., Acs, 2002;
De la Mothe and Pacquet, 1998). Besides enviroraheoanditions, entrepre-
neurial innovativeness depends on individual factmnd the environment (firm
specific) in which the individual acts. According TPB, in our paper, the im-
portant question is the identification of individsiaattitudes toward innovation. In
order to include this aspect of innovations in enentrepreneurial activity, the
proxy (which may have some weaknesses) includesuimodel is the GEM
measure of innovativeness — namely, age of techpatatrepreneurs are using,
level of competition they are facing, and newndgzaducts they are offering.
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Previous research examining immigrants’ innovatamtivity has revealed
contradictory findings. Stephan and Levin (2001yrfo that, in the United
States, foreign-born or foreign-educated individyatesented a disproportional
percentage of researchers who have made exceptiontibutions to science
and engineering projects. Saxenian (1999) confirtinat] in Silicon Valley, 32% of
the scientists and engineers in the high-technolegykforce were foreign-born.
Kerr (2008) found that immigrant groups of Chinesdndian ethnic origin ex-
press higher overall patenting activity than therage American population.
Similarly, Hunt and Gauthier-Loiselle (2010) showtdt skilled immigrants
improved innovation performance in the United Stataring the 1990 — 2000
period. More recently Kerr, Kerr, and Lincoln’s (&) study demonstrated that
skilled immigration expands skilled employment dinchs’ innovation rates. All
of the described studies concentrated on higheskilnmigrant groups. Studies
investigating the general immigrant population,tbe other hand, have shown
that immigrants have a smaller start-up size aad ttieir founders are younger
when they start their company (Mueller, 2014). @Gopently, they face difficul-
ties accessing capital and contribute a less irth@s/performance.

Exporting firms have been shown to record sigaifity higher levels of ab-
solute growth (Westhead, Wright and Ucbasaran, 2a@ds, international ori-
entation was the second determinant included inesapirical investigation.
Terjesen and Szerb (2008) found that aspirationgrowvth are consistent with
aspirations in terms of innovation, exports, owgsid/estment, and the estimated
size of the start-up capital required for startihg firm. Verheul and Van Mil
(2011) also established that an international teité@m is significantly correlated
with growth ambition. International markets may exppeip the growth process of
early stage business, as they offer new busingssrinities.

An alternative analytical approach in internatiomégration studies, referred
to as “transnationalism,” has also been intrody€&tes, Guarnizo and Haller,
2002; Rusinovic, 2008). According to Portes, Guaynand Landolt (2002),
transnational entrepreneurs are immigrants whasesfisuccess depends on
their connections in another country, primarilyithmuntry of origin. Transna-
tional entrepreneurship has the potential signifieafor the course of immi-
grants’ economic adaptation to the receiving s@seand for the development
of sending nations (Portes, Haller and Guarniz€@)12@p. 7 — 8). Studies in
Italy, for example, have shown that the linguistid cultural know-how of for-
eign-born entrepreneurs could provide a secureeziewt advantage in the im-
plementation of internationalization strategies [Maria and De Marchi, 2008).
Having the advantage of knowing more than one celttan be beneficial
when internationalizing and growing the businessinternational markets.
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According to Light (2010), this is most easily acgdished by first-generation
ethnic minority entrepreneurs who have an intinketewledge of their parents’
culture and the culture of their native country.

Terjesen, Hessels and Li (2016, p. 163), who syaieally examined compar-
ative international entrepreneurship, clearly statext “internationalization deci-
sions are based on the features of the entreprefieny and external environ-
ment.” In light of the described circumstancesgcah be assumed that NWECs
might stimulate early stage entrepreneurs to beeraombitious in the sense of
growing their business through innovation and maéonalization. In addition,
positive associations of growth determinants amavtyr aspirations of early stage
entrepreneurs in both groups of countries are amduin line with this under-
standing, the following two hypotheses were formed:

Hypothesis 2immigrant early stage entrepreneurs express higjiewth de-
terminants than native early stage entrepreneuith tlve difference being empha-
sized more in northern and western countries ofogerthan in south-eastern
countries.

Hypothesis 3Growth determinants of early stage entrepreneuespmsitive-
ly associated with their growth aspirations in riegtn and western countries as
well as south-eastern countries of Europe.

3. Methodology
3.1. Data Collection and Sample

This research is based on the Global Entrepreniguidonitor. GEM re-
search was designed as a comprehensive assesdniemtrale of entrepreneur-
ship in national economic growth (Reynolds et 2005). The GEM conceptual
model includes a wide range of factors associaiéiul mational variations in en-
trepreneurial activity and the major contextuatdess.

GEM enables research and analyses of the chasticerrelationships, and
dependencies at the individual level as well atheraggregate country level. As
conceptualized by the GEM research framework, thigepreneurial process
consists of several consecutive phases that aferegp entrepreneurial inten-
tions phase, nascent, new and established entepeeas well as exits from
entrepreneurial activity. Our research is focusadearly stage entrepreneurs,
where the distinction between immigrant and naginigepreneurs is being made.
Total early stage entrepreneurial activity (TEAderan a country is defined as
“the prevalence rate of individuals in the workemge population who are active-
ly (as owners and managers of firms) involved isib@ss start-ups, either in the
phase of the birth of the firm (nascent entrepresjenr in the phase of spanning
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over 42 months after the birth of the firm (newrepteneurs) (Amoros and
Bosma, 2014, p. 7), with the birth of a firm comsid as a time when firm is
paying wages for more than three months. Estaldighrepreneurs are those
that have been in existence for more than threeadmalf years, but our research
does not include them into an investigation.

The data used were collected within the 2012 &8 ZEM research cycles.
Our research focuses on countries of the soutl&asipe on one side and on
countries in North and West Europe on the otheun@ites included in our re-
search have performed the part of the survey dediga identify immigrant
entrepreneurs among early stage entrepreneursestapative samples of the
adult populations in each country were surveyedh wespondents’ weighting
factors that take into account age and genderlliton of samples in order to
match the standardized U.S. Census Internationtéh Base. A detailed data
collection design within GEM is reported by Reymlet al. (2005). Sample
characteristics of countries included in our researe presented in Table 2. In
Appendix descriptive statistics and correlationfioents for growth determi-
nants variables are presented.

Table 2

National Samples’ Characteristics

. . % of early stage entrepreneurs among
*
Countries Sample size TEA rates immigrants in the sample
South-East European countries

Bosnia and Herzegovina 2,004 10.34 9.4
Croatia 2,000 8.27 8.8

The Czech Republic 5,009 7.33 115
Hungary 2,000 9.68 10.5
Slovakia 2,000 10.22 9.6
Slovenia 2,002 6.45 4.6

North and West European countries

Belgium 2,001 4.92 7.5

France 1,567 4.57 4.7
Germany 5,995 4.98 6.9

Great Britain 9,012 7.14 6.6
Luxemburg 2,005 8.69 9.7

The Netherlands 2,441 9.27 8.7
Sweden 1,820 8.25 6.6

Notes:* Number of respondents 18 — 64 years old.
Source:GEM (2013).

3.2. Variables

Early stage entrepreneurs were asked additiot&lb$guestions, which help
us to identify their growth aspirations as wellgaswth determinants and immi-
grant background.
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Growth aspirationsearly stage entrepreneurs are asked how manyogmpl
ees (other than the owners) they currently haveexpact to have in the next
five years. This measure relates to the entreprehexpectations about the po-
tential for their businesses, but, in most cades,i$ also reflecting their ambi-
tions to grow their ventures (Amoros and Bosma,4200n the basis of the
identified differences, the variable »growth asjira« was obtained, having the
value of 0 if the difference equals O or less and the difference was positive
value; therefore, any growth expectations (gretitan zero) are taken into ac-
count, avoiding the calculation of the exact nundfexxpected new employees.

Immigrant or native entrepreneursarly stage entrepreneurs are also asked
guestions about their possible migrant status with purpose to identify the
first- and second-generation migrants. If thishe tase, the variable equals
1 and O otherwise.

Growth determinantstnnovative aspects of early stage entreprenesirar
GEM, identified by the perceived extent to whichearepreneur’s product or
service is new to some or all customers, whethgrdieno other businesses offer
the same product and by the novelty of technologgduto produce outputs
(products or services). When comparing economiesust be kept in mind that
what may seem new to customers in one economy tnegdy be familiar to
customers in another; nevertheless, a higher degfreeovative orientation is
still expected to have a positive impact on groas$ipirations; the same holds
true regarding the assessment of novelty of teclyie$ used. Also the interna-
tional orientation is taken into account; a spec@EM measure assesses the
extent to which entrepreneurs sell to customersideitheir economies:

« New productsif the early stage entrepreneur assesses thagirdueict or
service of his/her business is new to all or sévymotential customers, the varia-
ble equals 1 and 0 otherwise.

« New marketslf the early stage entrepreneur assesses thag #re no or
just few competitive producers of product or seewif his/her business, the var-
iable equals 1 and 0 otherwise.

« New technologiedf the early stage entrepreneur assesses thaivtikable
technology is used for his product/service no lontp@an a year, the variable
equals 1 and O otherwise.

- International orientation If the early stage entrepreneur assesses that at
least 25% of his customers are living outside thgiro country, the variable
equals 1 and 0 otherwise.

Control variables arage gende, educational levebndentrepreneurial ex-
periences Age of an individual is measured in years, wigender is binary
variable: 0 for males and 1 for females. Educatiteael is categorical variable
(categories: primary education or less, some sesghacational education,
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secondary education, post-secondary/higher voadtieducation and graduate
experience (master, doctorate)). Entrepreneuripkiéance is binary variable:
1 if an individual assesses that he/she has entreprial experience/knowledge/
/skills, O otherwise.

3.3. Methods

To study differences among immigrant and nativdyestage entrepreneurs
regarding the growth aspirations and growth deteamis (H1 and H2) the chi-
-square and Fisher’s exact testp at 0.10 significance level were used: the hy
potheses that the proportions of early stage emtnepirs with growth aspira-
tions or those assessing the individual growth rddteants are the same in the
group of immigrant and native entrepreneurs westete

In order to test hypothesis H3, we use the binblogpstic regression models,
for samples of respondents from each group of cesnseparately: for southeast
European countries and for countries from northaast Europe. The binomial
logistic regression estimates the probability oleaent happening, which, in the
case of our research, is the presence or absergewth aspirations. We ran
two binomial logistic regression models for eacbugr. The first included the
control variables, and the second included botimtrob variables and growth
determinants of early stage entrepreneur, as walbantry dummy variables.

The analysis does not assess the overall adegfidey model (because only
a selected part of the growth intention model ketainto account (the logistic
regression assumption are fulfilled; Tabachnick Erall, 2013), but it empha-
sizes the association of a migrant status as arfdetermining entrepreneurial
growth aspirations at the individual level and e&ly the nature of the potentially
founded firms as compared with those founded byimmnigrant entrepreneurs.
In order to test the significance of the individuadression coefficients, the Wald
test withp < 0.10 significance level is used. Also the Bodds ratio) is report-
ed, which represents the exponent of the regressiefiicient. For binary varia-
bles, it approximates how much more likely or uglikit is for an outcome to be
present (i.e., growth aspirations) among thoseordgnts with a predictor value
equal to 1 as compared to those who have a predaige of 0.

4. Results

The results in Table 3 show that no significarifedences between growth
aspirations of immigrant and native early stageegmeneurs were found in
the group of early stage entrepreneurs from soasteen European countries.
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Although more than 63% of early stage entrepreneudtis immigrant back-
grounds reported growth aspirations, compared 6% ©0f native entrepreneurs,
the difference is not significant. On the other diaa significant difference was
found in the group of early stage entrepreneuns fnorthern and western Euro-
pean countries; thus, a significantly higher prdipar(55%) of immigrant early
stage entrepreneurs expressed positive expectalmmsg the growth potential
for their businesses than native entrepreneurs Y45Perefore, hypothesis H1 is
partly confirmed, because a significant differemnes found regarding growth
aspirations of immigrant and native early stageegmeneurs for northern and
western European countries.

A similar situation occurred regarding the growtterminants of immigrant
and native early stage entrepreneurs. No signifiddaference was found in the
group of south-eastern European countries wheirathe group of northern
and western European countries, immigrant earlgesentrepreneurs are using
new technologies and introducing new products/ses/and are internationally
oriented to a greater extent than native earlyestagrepreneurs. Again, hypoth-
esis H2 is partly confirmed for northern and weastEuropean countries. The
part of an answer might lie in already describadaituropean migration mo-
tives from East to West, where according to Fa{@i08) more educated and
high-skilled individuals from the east are makirge wf the EU’s parallel free-
dom of establishment laws setting up their own mess in more opportunities
promising West.

Table 3
Chi-square and Fisher’'s Exact Test
Variables Proportion in Proportion in Chi-square | Asymp. Sig. Fisher's
the group the group exact Sig.
of immigrant of native
early stage early stage
entrepreneurs | entrepreneurs
South-East European countries
Growth aspirations 63.7 57.7 1.285 0.257 0.272
New technologies 17.6 15.0 0.447 0.504 0.543
New markets 52.7 45.4 1.827 0.177 0.191
New products 36.3 42.1 1.184 0.277 0.321
International orientation| 25.0 22.7 0.253 0.615 .600
North and West European countries
Growth aspirations 55.0 45.0 10.382 0.0011*  0.001*
New technologies 13.0 9.0 3.088 0.0797 8%09
New markets 53.0 53.0 0.016 0.900 0.901
New products 52.0 42.0 9.694 0.002#%* @00
International orientation 27.0 17.0 17.328 090 0.000**

Notes:** p < 0.05; p < 0.10.

Source:Authors.
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Tables 4 and 5 present the logistic regressiamtsefr each group of coun-
tries, with control variables (Models A) and witbntrol and growth determi-
nants variables as well as with country dummiesddle® B). Logistic regression
results indicate that the logistic regression medet significant at the 0.05 level
and the percentage of correct predictions in moBeils over 60.0%. Although
the Nagelkerke R2, that indicates the power of anxguion of the model is low,
the purpose of the model to analyse the differelacesrding to the hypotheses
defined, is fulfilled. In the group of south-eastéfuropean countries (Table 4)
as well as the northern and western European cesi{ifable 5), age is, as ex-
pected, significantly and negatively associatedhwie growth aspirations; being
a female is also negatively associated with groagpirations, but significantly
so only in north-western European countries, wttike educational level is not
significant overall. Meanwhile, an individual's assment of having experiences,
skills, and knowledge for entrepreneurship is pasly and significantly associ-
ated with the growth aspirations of early stagesgmeneurs.

Table 4
Logistic Regression Models; North-West European Cautries
Variables Model A Model B
Coeff. Wald Exp(B) Coeff. Wald Exp(B)
Gender —0.425**|  15.465 0.654 —-0.3841*  12.076 0.68]1
Age -0.014* | 10.38¢ 0.981 -0.013** | 9.55: 0.981
Education
* None 4.672 4.519
» Some secondary —0.376 0.948 0.687 —0.232 0.336 0.793
 Secondary —0.497* 5.175 0.608 —0.454* 3.936 0.635
« Post secondary —0.372* 4.141 0.689 —0.303 2.430 0.739
Graduate experience —0.226 1.754 0.797 -0.207 1.260 0.813
Entrepreneurial experienc 0.313** 4.02: 1.36¢ 0.346** 4.68( 1.41:
skills and knowledge
New technologie 0.361** 3.667 1.43:
New market 0.328** 8.881 1.38¢
New product 0.355** 9.861 1.425
International orientatic 0.277* 3.78¢ 1.31¢
Entrepreneu- immigran 0.265* 3.19¢ 1.30%
North and West Europ
The Netherlands 3.642
Belgium —0.249 0.287 0.779
France —-0.260 2.002 0.771
Great Britain -0.067 0.927 0.935
Sweden 0.125 -0.232 0.883
Germany 0.071 2.622 1.074
Luxemburg -0.229 0.138 0.795
Model
Constant 1087*] 11.839]  2.965 0.329 0.869 .39
Stepx2(df) 35.456** (7) 49.943 ** (11)
Model x2(df) 86.408 ** (18
% correct classificatiol 54.¢ 60.2
R2 (Nagelkerke 0.03: 0.07¢

Notes:** p < 0.05; *p < 0.10.
Source:Authors.
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Table 5
Logistic Regression Models; South-East European Caotries
Variables Model A Model B
Coeff. Wald Exp(B) Coeff. Wald Exp(B)
Gender 0.172 1.962 0.842 0.126 0.948 0.882
Age —0.024** 22.114 0.97¢ —0.028** 24.71 0.97:
Education
* None 5.808 4.652
» Some secondary 0.825 3.560 2.282 0.903* 3.968 2.466
« Secondary 0.441 1.282 1.554 0.566 1.906 1.762
e Post Secondary 0.641 2.566 1.898 0.564 1.817 1.758
Graduate experience 0.512 1.579 1.668 0.684 2.546 1.983
Entrepreneurial experienc| 0.398** 6.23¢ 1.48¢ 0.328* 3.800 1.38¢
skills and knowledge
New technologie 0.455** 6.166 1.57¢
New market 0.431* 10.956 1.54(
New product 0.156 1.367 1.16¢
International orientatic 0.412** 7.125 1.50¢
Entrepreneu- immigran 0.211 0.724 1.23¢
South-East Europ. C.
Slovakia 3.808
Hungary 0.180 0.595 1.197
Croatia 0.275 1.225 1.317
Slovenia -0.033 0.016 0.968
BiH -0.020 0.007 0.981
The Czech R. —0.094 0.241 0.910
Model
Constant 0.632 1724 1881 | 0.231 0.194 | 1.260
Stepx2(df) 42.028** (9)
Model x2(df) 36.013**(7) 77.943 * (16
% correciclassification 59.¢ 62.2
R2 (Nagelkerke 0.03¢ 0.08¢t
Notes:** p < 0.05; *p < 0.10.
Source:Authors.

Growth determinants are significant when estingatgrowth aspirations’
prevalence; thus, the relationships are all pasitivhe odds ratios for growth
determinants show that early stage entrepreneatscteate new markets, that
create new products (this is significant for the B@g group but not for the
SeECs group) and that are technologically innoeatind export-oriented are
much more likely to perceive the potential and d@mbs for growth than those
who do not. The importance of all four control @dnles remains practically the
same with the included growth determinant variablesvell, while the country
dummy variables show that the above describedioaktiips are stable across
each group of countries. Therefore, hypothesis HS supported.

Regarding the immigrant background of an entregwenn the group of
northern and western European countries, we cdireotine significant positive
relationship with an entrepreneur’s growth aspirai thus, those identified as
immigrants (first or second generation) are appnaxely 1.3 times more likely
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to report growth aspirations than those who do Tibé significance of this rela-
tionship in the binary logistic regression model flee south-eastern European
countries is not confirmed.

5. Discussion and Conclusions

The recent wave of immigrants in Europe callssimund and in-depth inves-
tigation of economic integration as well as theeptial for this specific group of
people. The need to create appropriate structoraditons for immigrant entre-
preneurship has never been more necessary. Thieststanding the patterns of
immigrant versus native early stage entrepreneadtlity sheds light on these
important phenomena and highlights the need faréypolicy actions.

The presented study addresses the paucity of iealpiesearch on the
growth of immigrant-run firms (Efendic, AnderssomdaWennberg, 2016). This
paper adds to the literature by directly investigatgrowth aspirations and
growth determinants at the individual level. Thiisffers some new insights in
differences between native and immigrant earlyesegrepreneurs. It also con-
tributes to the literature by studying the coriielatoetween the innovation and
international orientation on one side and the est®ge entrepreneurs’ growth
aspirations on the other within two distinctive gps of early stage businesses:
immigrant versus native early stage entreprendtinally, it also departs from
the identified gap within the immigrant entreprership study field, where most
research thus far has been performed fragmentalli)gring specific countries or
even smaller regions and a metropolis. The prestedly uses data sets for two
distinctive groups of countries (i.e., SeECs and2s), allowing us to compare
native and immigrant early stage entrepreneurs¢tiwti also quite rare within
entrepreneurship research.

The empirical study in our paper reveals thatexgsected, in both groups of
countries, innovative aspects of early stage basgwas well as their interna-
tional orientation are significantly correlated vthe growth aspirations of early
stage entrepreneurs, but immigrant and native edage entrepreneurs in the
group of NwWECs only significantly differ in regatd their expectations about
future growth: Those identified as first- or secamheration immigrants are
approximately 1.3 times as likely to report growspirations than those who do
not. Country differences among countries themseilvesach of the two groups
were not found. Immigrants and natives in the NwHEQ#, again, not in the
SeECs) are starting companies with, on averagaifis@ntly different charac-
teristics in terms of innovative and internatioalentation; thus, it was con-
firmed that immigrant early stage entrepreneursuairg new technologies and
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introducing new products/services as well as bémernationally oriented to
a greater extent than those started by natives.

Support for hypotheses H1, that immigrant earggstentrepreneurs have
higher growth aspirations than natives, and H2, ithenigrant early stage entre-
preneurs express higher growth determindinégs native early stage entrepre-
neurs, was found only for the northern and weskemopean countries. This is
also reflected in the link between the type of @mteneur (immigrant entrepre-
neur/native) and growth aspirations. In fact, tink can be found only for the
group of early stage entrepreneurs in northernve@stern Europe. But, as ex-
pected, for south-eastern countries and in theheortand western countries of
Europe, hypothesis H3 was confirmed, in which ghowéterminants of early
stage entrepreneurs are associated with the thmwtly aspirations. It was also
confirmed that age and being a female are signifigaegatively associated with
growth aspirations.

Our findings demonstrate that entrepreneurshiphen form of early stage
growth aspirations may be relevant for the socinenuc inclusion of immigrant
groups, but not equally within both investigatedioas. Opportunities for socio-
economic advancement in terms of potential groviteaoly stage businesses are
noticeable in NWECs but not so among early stageepreneurs from SeECs.
According to Marozzi (2016), it is important to werdtand how society reacts to
immigration. Are they perceived as a resource ax #wyeat? Our study implies
a large potential for quality entrepreneurial erggagnt among immigrant early
stage entrepreneurs. The results suggest thatypallers and governments
must develop and sustain a healthy climate fotistaand running businesses as
well as supporting an immigration policy that cemathe climate and conditions
for the entrepreneurial engagement of immigrantsimkovation contributes to
the long-term economic growth of a specific couramng/or region, policies aim-
ing to attract aspiring and ambitious immigrantsvadi as immigrants willing to
create growing businesses are desirable. Most KGesrgxercise separate poli-
cies for entrepreneurship and for immigration; ¢fere, new, improved practic-
es of inclusive entrepreneurship are essentiak 3inggestion is also in line with
the OECD-European Commission Project ‘Inclusiver&mteneurship in Eu-
rope’ and the recent findings of Peroni et al. @QWho showed that smart pol-
icies for immigration strengthen the National Systef Entrepreneurship and
thus promote growth and development. Through effegbolicy programmes,
more people can be encouraged to start growthtedesnterprises; thus, focus-
ing growth support on those individuals motivated growth is necessary. The
OECD-European Commission Project provides besttipescand policy exam-
ples from across Europe (OECD/European Union, 2015)
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The current study also comes with limitations,esalrof which offer oppor-
tunities for future work. First, the data, unforately, do not allow us to estab-
lish the causal direction of the relationship. thes words, we cannot establish
whether internationalization and innovativeness derminants of entrepre-
neurial growth aspiration or if, instead, the indivals’ aspirations to grow in-
crease international and innovative activitiesafyestage entrepreneurs. Should
the causality of innovativeness and internatioadiltn be confirmed by further
research, findings that these variables are higblyelated to the likelihood of
having growth aspirations are important becaustheif potential policy impli-
cations. Second, although we were able to includividual-level variables
(measured as the perception of early stage entreyrs), the research lacks
a wide array of firm-specific factors (e.g. firss.vsecond generation migrant
companies, opportunity vs. necessity driven congmrsector, companies’ size)
that we could not include in the model. Third, emportant limitation concerns
the heterogeneity of immigrants depending on theuntry of origin (Efendic,
Andersson and Wennberg, 2016). Our research focosealbroad population
study rather than a narrow study of one or a feeci§ig immigrant groups.
Those kinds of immigrants’ distinctions may vyielfifefent results. This leads
also to the additional (fourth) limitation, namedlye potential bias, associated
with diverse migration motives of migrants in SeE@&l NwWECs countries (as
already emphasized in the second chapter of owarpdpat may lead to different
entrepreneurial characteristics of migrant entmegues in both regions, especially
since different motives for migration may lead teedse forms of entrepreneur-
ship by migrants. Fifth, our measures for innovataxctivity and international
orientation are based on early stage entreprenparseptions, which certainly
differ among more and less developed economiesrQdriables like product/
/technology measures (e.g. patents or patent apiplis, process innovations),
financial measures (e.g. relationship to R&D spegdind sales of new prod-
ucts), and subjective measures (e.g. team inn@r&s, organizational innova-
tion) with respect to innovation activity as wedl mternational orientation vari-
ables like for example the number of foreign maskevolved, the proportion of
foreign assets, sales, profit or staff of the fithe proportion of foreign owner-
ship or management in the firm etc., may furthdp leeplain this pattern, which
represents a potentially fruitful line of furthexsearch in this age of increasing
internationalization and migration.

The conclusions of this paper led us to estalaisleries of proposals for fu-
ture studies. One possible line of research woalthb extension of the compar-
ison between selected entrepreneurs (for examphy stage and established
entrepreneurs from different age groups, expergraewledge, and networks).
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In order to verify the reliability of the self-reged measures of growth aspira-
tions included in this study, calculating the ctatien between these measures
and objective measures of growth (sales, employmemd assets growth) is

recommended. The development of a longitudinalystuduld enable us to use

multiple time measurements to evaluate the inflaeat several variables on

entrepreneurs’ growth aspirations. Finally, it wibdle of great importance to

study in-depth the relationship between entrepremiezarly stage aspirations

and their businesses’ long-term success.
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Appendix
Table A
Descriptive Statistics and Correlation Coefficientgor Growth Determinants Variables
Variables Mean St. deviation 1. 2. 3.
South-East European countries
1. New products 0.42 0.493
2. New markets 0.46 0.499 0.259
3. New technologies 0.15 0.359 0.023 0.078
4. International orientation 0.23 0.420 0.113 0.14 -0.006
North and West European countries
1. New products 0.10 0.298
2. New markets 0.44 0.496 0.273
3. New technologies 0.53 0.499 0.159 0.12p
4. International orientation 0.19 0.391 0.167 0.05p 0.129

Source:Authors.



