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Abstract

The purpose of this doctoral thesis is to add to the knowledge about immigrant
entrepreneurship in Norway and to test the existing theories relating to immigrant
entrepreneurship. In this work, an immigrant entrepreneur is defined as a business
owner born outside Norway with both parents born abroad who is involved into the
activities characterised by economic innovation, organisation creation, and profit-

seeking in the market sector.

Four papers are included in this dissertation. The first paper focuses on
relationships between national culture, home-country educational attainment and
intergroup differences in self-employment levels. The next paper investigates the
reasons why immigrant owned firms demonstrate lower survival rate then the firms
owned by native Norwegians. The question of selective migration and brain drain
is in focus for the paper utilising primary data on representative samples of Russian
immigrants to Norway and their stay-at-home peers. The methodological paper is

devoted to the ethical aspects of research on immigrant entrepreneurs.

The findings indicate that immigrants’ home-country national culture and
educational attainment are good predictors of intergroup differences in self-
employment levels. The findings on business survival suggest that both propensity
to engage into self-employment and ability to survive as self-employed may
determine the current level of self-employment in an immigrant group. The
findings also indicate the presence of selective migration with respect to
entrepreneurial characteristics. As considering ethics of research on immigrant
entrepreneurs, lower average levels of education, unfamiliarity with local culture
and social context, economic dependency, links to the home country and coethnic
community, special legal position, and linguistic disadvantages are identified as
potential sources of ethical ambiguity. Several implications of this thesis may be

useful for practitioners and policy makers in sending and receiving countries.
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1 Introduction

1.1. Issues relating to the study on

immigrant entrepreneurship

Entrepreneurship is a driver of economic development in Norway (Bolkesjo &
Spilling, 1998) and it provides flexibility and innovativeness for national
businesses. In Norway, the subject of entrepreneurship started to attract
considerable attention of the researchers and policymakers in 1990’s (Spilling &
Alsos, 2006). The Ministry of Local Government and Regional Development seeks
to encourage new firm formation and a growth in the business stock through
fostering the culture for entrepreneurship throughout the entire educational system,
communicating the innovative ideas emerged in the institutions of higher
education, and stimulating new business establishment by existing organisations. A
number of programs have been developed in order to assist the creation of new
businesses. Some programs are aimed at general population, whilst others are
focused upon specific groups, such as young entrepreneurs, women, and
researchers (Ministry of local government and regional development:

Entreprengrskap, 2007).

Entrepreneurship among immigrants and ethnic minorities has only recently
attracted attention. The first governmental project specifically promoting
entrepreneurship among immigrants and refugees was introduced in 2003. This
project called “I-Bedrift” (Nor. for Immigrant Business) became a part of a larger
introduction program focusing on immigrants’ representation in the Norwegian
labour market. Several initiatives promoting entrepreneurship among minorities
emerged in the Oslo-region boosted by the awarding of the Nobel Peace Prize for
2006 to Mohammad Yunus and Grameen Bank for providing loans to minority

entrepreneurs.



1.1.1. Effects of entrepreneurship on immigrants

and their sending and receiving countries

There are several reasons why both ethnic societies and host countries may benefit
from the rise of immigrant entrepreneurship. Through self-employment immigrants
achieve upward economic mobility and cope with their blocked mobility in the
labour market (Light & Roach, 1996). Due to direct discrimination or non-
recognition of their qualifications, immigrants are sometimes unable to find
positions which are adequate to their education and training. In some cases, self-
employment arises as the only available survival strategy (Waldinger, Ward, &

Aldrich, 1990; Zhou, 2004).

The success of immigrant entrepreneurs does not occur at the expense of other
groups. Light & Rosenstein (1995) found that immigrant entrepreneurs increased
the aggregate self-employment in the non-farm economy in the US without
reducing either the rate of, or mean money returns to, self-employment among
native-born whites. The rise of immigrant economic enclaves has been found not to

retard African-American entrepreneurship (Portes & Zhou, 1999).

Researchers have investigated whether self-employed immigrants have an earnings
advantage over their wage and salary-earning counterparts. In the US, Portes and
Zhou (1996) found that with respect to raw dollar earnings self-employed
immigrants have a consistent net advantage, in terms of both annual and hourly
income. While Portes & Zhou (1996) focused on Korean, Chinese and Cuban
immigrants, the same tendencies were later confirmed for a large variety of
immigrant groups in the US (Bradley, 2004) and Germany (Constant,
Shachmurove, & Zimmermann, 2007). Viewing immigrant entrepreneurship as a
way to fight economic marginalisation is often criticised. Hjerm (2004) found that
immigrant entrepreneurs in Sweden have substantially lower incomes than the
employed immigrants, and only marginally higher levels of disposable incomes

compared to the unemployed.



The positive effects of immigrant entrepreneurship may expand beyond the first
generation. Kloosterman and van der Leun (1999) assume that the children of
independent entrepreneurs have a better starting position in life than the offspring
of the long-term unemployed. Children of immigrant entrepreneurs often attain
comparable educational and occupational achievements as those of children of

professionals (Kim, 2006).

It is argued that employment in a co-ethnic firm may serve as preparation for
becoming a business owner (Raijman & Tienda, 2000a). With regard to a Cuban
exile sample, Portes & Bach (1985) found that the single most powerful predictor
of self-employment was employment in a Cuban-owned firm three years earlier. A
survey of Mexican business owners in Chicago detected that previous employment
in a co-ethnic firm increases the likelihood of acquiring skills relevant for running
a business (Raijman & Tienda, 2000b). Working in co-ethnic firms may also
facilitate accumulation of capital, which may later be used by ambitious

immigrants for a business of their own (Portes & Zhou, 1992).

By means of self-employment, immigrants may effectively respond to the current
restructuring of Western industrial economies (Waldinger, Ward, & Aldrich,
1990). In the twentieth century the world economic system was subjected to the
severe changes. From the 1980s, as the number of small businesses and their role in
the economy continued to decline, the economists believed that the economies of
scale would wipe out all but a handful of large enterprises. However, deep
structural changes in developed economies led to a steep increase in the proportion
of small businesses (Light & Rosenstein, 1995). On the supply side, the recent
technological innovations and, particularly, the introduction of affordable personal
computers, have enabled smaller companies to match the global corporations in
terms of efficiency. On the demand side, the consumers in developed countries
look increasingly for more exotic, specialised and personalised products and
services. These new trends in economy boosted business ownership among
immigrants all over the Western world. Immigrants’ abilities to provide exotic and

3



personalised products and services contribute to making the country’s economy

more flexible and responsive to global changes (Ma Mung & Lacroix, 2003).

Immigrant and ethnic entrepreneurship may also contribute to the host country’s
economic and social welfare through revitalizing declining regions (Kloosterman,
Leun, & Rath, 1999). It has often been observed that unemployment and non-
participation are found primary in cities. The economic and social problems are
often concentrated in certain urban neighbourhoods. Empirical evidence show that
non-participation and poverty occur disproportionately in so-called concentration
neighbourhoods where immigrants make up more than 30 % of the residents
(Kloosterman & Van Der Leun, 1999). In such locations the opportunities for
employment gradually decline elevating poverty and social tensions. As the
attractiveness of the locations falls the real estate prices decline attracting more
unemployed and other welfare-dependent citizens. In this way a vicious circle may
be constructed. A rise of immigrant businesses may be the only option available for
revitalising such a declining neighbourhood. While native investors may not be
tempted by limited markets of the concentration neighbourhood, the immigrant
entrepreneurs are capable of creating jobs for their self and to others, strengthening
the local economic structure, developing social networks and promoting

commercial gentrification (Kloosterman & Van Der Leun, 1999).

Due to their specific abilities, immigrant entrepreneurs may help revitalise
stagnating industries. In case of the garment industry, immigrants bring skills no
longer reproduced at a sufficient scale in developed economies (Rath, 2002b). By
working long hours, expecting less compensation for their job, and using ethnic
resources and networks, immigrants may reduce production and transaction costs
to the limit when previously unprofitable industries become attractive (Rath &

Kloosterman, 2003).

Studying Asian-born women entrepreneurs in Australia, Low (2005) found that a

‘husband-related reason’ promoted entrepreneurship. Through self-employment



women often tried to compensate for their ‘under-achieving husbands’. Even
moderately successful immigrant entrepreneurs from less-developed countries
demonstrate to their co-ethnics that they can be active agents and shape their
destinies by setting up their own business. Thus, self-employment is suggested to
contribute to self-actualisation of immigrants. Moreover, when the critical mass of
businesses is achieved, immigrant entrepreneurs may start lobbing their interests
publicly that leads to political empowerment of immigrant entrepreneurs and their

co-ethnic employees (Rath, 2002b, pp. 1-2).

Immigrant entrepreneurs can provide a role models for fellow immigrants
(Kloosterman & Van Der Leun, 1999; Portes, Haller, & Guarnizo, 2002). In some
cases, immigrant entreprencurs may act as self-appointed leaders for their
communities (Minghuan, 2000). Krogstad (2001) found that immigrant-owned
shops and cafés in Norway are important meeting places for some ethnic
minorities. It is one of few spaces where natives and immigrants may interact
socially. It has been suggested that entrepreneurship may contribute to integration

of immigrants into the host society (Moshuus, 1992).

Immigrant entrepreneurship is often associated with transnational activities. It is
argued that transnationalism is beneficial both for sending and receiving countries
(Portes, 1999). Opening new trade links between countries immigrant
entrepreneurs contribute to the development of international trade (Kloosterman,
Leun, & Rath, 1999; Saxenian, 2001). Some empirical results suggest that
immigrant entrepreneurs enhance the United States’ exports and reduce the United
States’ balance of payments deficit (Light, Zhou, & Kim, 2002). Immigrant
entrepreneurs are shortcutting the internationalization process by use of previous
contacts in the home country (Crick, Chaudhry, & Batstone, 2001, p. 89). Links to
the country of origin may offer additional opportunities for upward economic

mobility to immigrants. Immigrant entrepreneurship, as one of several forms of



transnationalism', can act as an effective antidote to the tendency towards
‘downward assimilation’. Moreover, immigrant entrepreneurs may contribute to
their home countries by investing into existing firms, or by organising new
businesses abroad. Evidence suggests that few immigrant entrepreneurs are

involved into transnational economic activities (Faist, 2000; Waldinger, 2002).

Rath and Kloosterman (2003) suggested that there are several ways in which
immigrant entrepreneurs may contribute to economic and social life in the host
society. Immigrant entrepreneurs may contribute to the safety of the local
neighbourhoods. Immigrant business owners may generate employment
opportunities for natives and immigrants. Women and elderly migrants who cannot
or do not wish to work in the mainstream labour market may be provided with jobs

(Khosravi, 1999).

Some immigrant businesses are illegal (Kloosterman, Leun, & Rath, 1999;
Kloosterman, Van der Leun, & Rath, 1998), and they may engage in criminal
practices (Friman, 2001). Lacking resources, immigrants may initially start their
businesses in informal ways, thought informality is not the primary pathway into
self-employment (Raijman, 2001; Raijman & Tienda, 2000a). Employment by co-
ethnics may often be illegal (Engelen, 2001; Jones, Ram, & Edwards, 2006).
Undocumented migration, which is one of the major problems in developed
countries, may be partly fueled and supported by immigrant entrepreneurs.
Undocumented migrants may play a variety of roles in immigrant businesses.
Staring (2000) suggests that they may become participants, promoters and

producers of business ventures.

' The other forms of transnational activities include political and socio-cultural activities of

immigrants.

2 Downward assimilation is a situation when second-generation immigrants adopt the

adversarial stance common among impoverished minorities.
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Immigrant entrepreneurship is often associated with extensive use of ethnic
resources such as rotating credit associations and co-ethnic and family employees.
Overreliance on strong ties within the family and informal networks may act as a
constraint for later entrepreneurial development (Deakins, Ishaq, Smallbone,
Whittam, & Wyper, 2007; Putnam, 2000). Kim (1999) observed that hiring co-
ethnics created problems of ‘reliability’ for Korean owners/employers and

increased wage costs.

Immigrant business is often formed along ethnic lines. Analysis of a garment
industry in Los Angeles revealed that Asians usually owned garment factories,
while Latinos are overrepresented among oppressed subcontractors. In this way
one ethnic group represented by entrepreneurs keeps another ethnic group down

contributing to interracial tensions (Bonacich, 1993).

Self-exploitation has been reported to be one of the typical features of ethnic
businesses (Krogstad, 2002). Immigrant entrepreneurs often work longer hours but
in many cases at lower hourly rates than their mainstream counterparts (Logan,
Alba, & Stults, 2003). Sub-standard working conditions have been observed in
immigrant owned firms (Ram, 1993). Barrett, Jones, & McEvoy (1996) reported
that the majority of Asian entrepreneurs are pushed into self-employment due to
disadvantages in the general labour market. Many are pushed into easy-to-enter,
labour-intensive price sensitive and low profit margin activities. Immigrant
businesses are widely reported to be located in deprived inner city locations.
However, the cases of rapid upward economic mobility of immigrant entrepreneurs

have been reported (Barrett, Jones, & McEvoy, 1996).

Some researchers suggest that immigrant entrepreneurs do not widely contribute to
the national economic development (Camarota & Krikorian, 2000; Thomas, 2000).
Both ethnic entrepreneurship and employment of co-ethnics may occur on a small
scale (Portes, Haller, & Guarnizo, 2002; Waldinger, 2002). The positive effects of

immigrant entrepreneurship are summarized in Table 1, whilst the negative effects



are summarized in Table 2. Conflicting debate, therefore, surrounds the

contributions made by immigrant entrepreneurs.

Table 1. Social, economic and political benefits of immigrant entrepreneurship.

Benefits of immigrant
entrepreneurship

Factors limiting the effects of
immigrant entrepreneurship

Increase in immigrant incomes

In some cases the incomes of self-
employed immigrants have been reported
to be lower compared to employed
counterparts.

Overcoming blocked mobility on the
labour market

Immigrant entrepreneurs are often
overrepresented in less prestigious
occupations

Creation of employment opportunities
for other immigrants, including
women and elderly

Creation of employment opportunities
for natives

Training co-ethnic employees for
further employment or self-
employment

Immigrant businesses tend to be
relatively small employing fewer
employees compared to native owned
firms. Working conditions are of a low
standard, and wages are small.

Assisting immigrants in responding to
restructuring of Western economy

Immigrant businesses gravitate to low-
profitable and highly competitive
industries and markets. “Underclass” of
marginalised entrepreneurs may be
created as a result of demand/supply
interaction

Presenting new products and services
to the host country market.

The demand for ethnic goods and is often
insignificant and limited by the number
of migrants

Revitalising of declining regions and
industries

Immigrant businesses tend to be
relatively small compared to native firms.
The economic impact is limited and
feasible only in the nearest
neighbourhood.

Political empowerment

Significant numbers and spatial
concentration of immigrant entrepreneurs

8



Benefits of immigrant
entrepreneurship

Factors limiting the effects of
immigrant entrepreneurship

is required for political empowerment
that is a rare condition.

Providing role models for other
immigrants

The proportion of successful immigrant
entrepreneurs who may act as role models
is limited.

Opening new trade links

It is suggested that only a minor
proportion of immigrant entrepreneurs is
involved into transnational activities.

Self-actualisation of immigrants

Acting as self-appointed leaders

Immigrant-owned businesses as an
important meeting place for minorities

Contribution to public safety of the
local neighbourhoods

Not discussed in this thesis




Table 2. Social, economic and political dis-benefits of immigrant entrepreneurship.

Dis-benefits of immigrant Factors limiting the effects of
entrepreneurship immigrant entrepreneurship
Sheltering illegal and criminal The scope of illegal and criminal
businesses activities of immigrant entrepreneurs is

Informal employment, employment of often overestimated by public.

undocumented immigrants

Solidarity drags down individuals and | This situation has been rarely reported
businesses that succeeded “too much”
or try to expand beyond local ethnic

markets

Oppression of one ethnic group by Not discussed in this thesis
entrepreneurs belonging to another

group

Self-exploitation and substandard Not discussed in this thesis

working conditions

Concentration of disadvantaged Cases of rapid upward economic mobility
immigrants in the regions where of immigrant entrepreneurs have been
disadvantages are most likely to be reported

reproduced

Clustering around an ethnic café The effect is rarely reported and limited

makes ethnic minorities more visible, | to few ethnic groups
that in some cases leads to conflicts
between immigrants and local natives

1.1.2. Empirical studies on immigrant

entrepreneurship

Appendix A summarises the empirical studies on immigrant entrepreneurship. The

studies included satisfy the following criteria:

a) Published in peer-reviewed journals listed in the ISI Journal Citation Report.

10



b) The country of origin of the respondents is reported. The studies analysing
immigrants of multiple origins as a homogenous ‘minority’ group are excluded.
Studies on racial and ethnic differences are not included if immigrant status of

the respondents is not discussed.

c) Only first-generation immigrants are studied. Studies that compare first and

later generation immigrants are also reviewed.

d) Only studies considering individual immigrants or groups of immigrants are
included. Studies on, for example, legislation regulating immigrant

entrepreneurship are excluded.

e) Only formal (as opposed to informal and criminal) entrepreneurship studies are

included.

Eighty-seven studies were identified. The majority of empirical studies were
conducted in the US, the UK and Canada (Table 3). The most studied groups were
Chinese, Indians, and Koreans. Cross-country data are underutilized: only one

study (van Tubergen, 2005) explores data from more than one country.

11



Table 3. Empirical studies relating to immigrant entrepreneurship: a summary.

Host countries studied Number of publications
US 44

UK 13

Canada 12

Germany 4

Netherlands 3

Israel 3

Australia 2

Cross-country studies 1

Other countries 5

Total different countries studied @ 12

Immigrant and ethnic groups studied Number of publications
Chinese 23
Indians 21
Koreans 19
Pakistani 13
Mexicans 11
Bangladeshi 10
Vietnamese 9
Cubans 9
Caribbeans 7
Other groups 27

Total different groups studied | 36

12



Table 4 shows that the majority of quantitative studies relied upon Census data and
databases including less than 100 respondents or businesses. In at least 50% of
qualitative studies the number of cases is less than twenty-five. Table 5 indicates

that longitudinal data are relatively underutilised.

Table 4. Sample sizes and number of cases explored in empirical studies.

Sample size/number of cases Number of studies

Qualitative studies = Quantitative

studies

1-25 8 3
26-50 4 7
51-100 2 12
101-200 - 5
201-400 - 6
>400 - 9
Large Census databases, no exact 2 28
sample size reported

No sample size reported 2 4
Sum 18 74

Previous reviews revealed several questions playing a central role in research on
immigrant entrepreneurship. Ram (1997, p. 149) asks if “ethnic minority enterprise
is a routinely rational economic activity no different from other small-scale
business endeavours?” or if it is “a distinctive small business phenomenon,
demonstrating the importance of “cultural” resources in fuelling entrepreneurial

activities?”

Another question which seems to be essential is: “Why do some ethnic/immigrant

groups have higher rates of business participation than others?” (see, for example,
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Flap, Kumcu, & Bulder, 2000; Waldinger & Chishti, 1997). Questions considering
the causes of immigrant entrepreneurship are vital for understanding of the hidden
forces behind the phenomena. What enables some groups to take on

entrepreneurship and ensure their success in such an endeavour (Zhou, 2004)?

The third question considers the debate about consequences of immigrant
entrepreneurship. Is ethnic (in this context “immigrant”) business an effective
mean of social mobility, or what specific outcomes does entrepreneurship yield
(Zhou, 2004)? Is the immigrant firm a site of apprenticeship and social solidarity,

or of exploitation and exclusion (Waldinger & Chishti, 1997, p. 2)?

The empirical articles reviewed in this section approach these broad questions from
different theoretical perspectives. Table 5 shows that use of ethnic resources and
ethnic social capital are often proposed as determinants of intergroup differences in
business entry rates and performance. Alternative explanations refer to cultural
attributes, specific individual characteristics, blocked mobility or a combination of

several. Several gaps in the knowledge-base have been identified.
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Table 5. Empirical studies relating to immigrant entrepreneurship: theoretical

perspectives and research design.

Research design

) s =

o = £ =

z2 § £ =
Theoretical perspective/ £ £ g £

co persp T 5 2 & Total

explanation under scrutiny 5 5, O | S studies
Social capital and ethnic resources 5 20 120 2 23
Cultural thesis - 8 8 - 8
Waldinger’s interactive model 4 4 4 - 5
Mixed embeddedness 2 4 4 - 5
Discrimination and blocked mobility thesis - 4 4 1 4
Individual characteristics and selective - 3 3 1 3
migration
Middleman minority theory - 1 1 1 1
Combinations of several 6 23 24 12 30
Not explicitly stated 1 7 6 4 8
Sum 18 74 74 11 87

The role of culture-specific individual psychological traits has been understudied.
Several articles describe particular cultural phenomena which encourage
entrepreneurship among immigrants. However, there is little understanding of how
the most basic intercultural differences influence immigrant entreprencurship.
Many authors engage in the debate about the role of individual psychological traits,
demographic characteristics and human capital. The hypothesis on selective
migration with respect to the characteristics relevant for entrepreneurship has not

so far been empirically tested.
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Many studies have been focusing on such outcomes of immigrant entrepreneurship
as business entry and financial success. Only one article (Bates, 1994) considers

business survival which is the other gap in the knowledge-base.

The reviewed literature rarely concern methodological questions. There is lack of
understanding of how to perform research on immigrant entrepreneurs in an

ethically responsible way.

1.1.3. Empirical studies on immigrant

entrepreneurship in Norway

In comparison with the countries with long traditions of immigration, such as the
US and Australia, there are relatively few studies devoted to ethnic or immigrant
businesses in Norway. No papers on immigrant entrepreneurs in Norway satisfied
the criteria for this review. In order to provide some insight into the Norwegian
context the search for the publications assigned ISSN/ISBN number was
conducted. The national library catalogue system BYBSIS was scanned using the

relevant key words in English and Norwegian.

The studies on ethnic and immigrant entrepreneurship conducted in Norway
include, along with entrepreneurship-focused research projects, some sociological
inquiries (Krogstad, 2002). The existing studies include project reports, working
papers, book chapters and journal articles (Table 6). None of the articles on
immigrant entrepreneurship in Norway has so far been published in peer-reviewed
international journals. Summarizing the literature review, two observations should
be emphasized. First, there is a tendency in Norwegian literature to focus on ethnic
restaurants and shops, ignoring the variety of immigrant businesses. While visible
minorities in Norway have attracted some attention, important groups of immigrant
from Eastern and Central Europe remain understudied. Second, predominantly
descriptive Norwegian studies have not so far contributed to the development of

the theory of immigrant entrepreneurship.
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Table 6. Empirical studies relating to immigrant entrepreneurship in Norway.

# | Publicat | Publica- @ Data Minority Context Focus of the study Main findings
ion tion type @ source group(s)
1 Moshuus | Book Interviews | Two Oslo Integration and Immigrant entrepreneurship
(1992) chapter with 3 immigrants assimilation of contributes to
immigrant | from immigrants communication between
entrepreneu | Pakistan and immigrants and natives.
rs one from
] Chile
2 | Onsager | Working | Interviews = Immigrants Oslo, Typology of Ethnic catering described.
& Sather | paper with 24 from Turkey, | catering, businesses, motivation, | Social consequences of
(2001) immigrant | Iran, Iraq, food barriers, utilization of immigrant entrepreneurship
business Pakistan and | production | ethnic resources, are outlined.
owners China and networks, social
distribution | integration,
governmental support
| programs.
3  Orderud | Project Census Immigrants The whole | Description of Immigrant businesses
(2001) report data from poor, of Norway, | businesses and described, New synthetic
medium, and | all entrepreneurs, labour theoretical perspective
rich countries | industries market disadvantages, | presented.

learning and recruiting
mechanisms,
succession, vacancy
chains, industrial
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# | Publicat | Publica- @ Data Minority Context Focus of the study Main findings
ion tion type @ source group(s)
concentration.
4 | Krogstad | Journal Interviews | Mostly Major city | Business opportunities, = Immigrant entrepreneur’s
(2001) article with immigrants (Oslo), strategies, utilization of | success depends on
immigrants = from middle ethnic resources interaction of ethnic
and other Somalia, sized town, strategies, demand for
respondent | Iran, and village. exotic goods and use of
] Pakistan. ethnic resources in a
| specific urban/rural context.
5 Krogstad | Project Interviews | Immigrants Oslo, Description of Ethnic catering described.
(2002) report with 90 from Turkey, | catering, businesses and Social consequences of
minority Pakistan, food entrepreneurs: immigrant entrepreneurship
business Vietnam, production | motivation, are outlined.
owners Iraq, India, and opportunities, barriers,
Iran, Sri distribution | family issues, ethnic
Lanka. networks, labour input,

clients, products, social
integration.
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1.1.4. Rationale for the study

To sum up, at least three reasons why this study is considered to be important may
be underlined. First, immigrants constitute a significant part of the modern
Norwegian population. Various aspects of social and economic adaptation of
immigrants play a growing role in public debates. Second, immigrant
entrepreneurship may have significant consequences for immigrants, their home
countries, and their host countries. Third, the amount and quality of knowledge on

immigrant entrepreneurship in Norway is modest.

1.2. Overall research purpose and research

gquestions

The general research purpose of this doctoral thesis is to contribute to the
knowledge about immigrant entrepreneurship in Norway. This study seeks to test

existing theories related to the field of immigrant entrepreneurship.

As discussed in the theoretical part of this thesis, this study will explore differences
between immigrant and native entrepreneurs, the reasons for intergroup variations
in business participation rates, and the causes and consequences of immigrant

entrepreneurship. Three broad research questions are explored.

The first broad research question relates to “How and to what extent
ethnic/immigrant entrepreneurs are different from the native entrepreneurs?” Two
present papers explore this question. The article with Isaksen reveals the lower rate
of survival of businesses established by immigrants compared to Norwegian
natives. The article with Gabelko compares business experience and relevant

intentions of immigrants and their stay-at-home peers.

The second broad research question relates to “Why do some ethnic/immigrant
groups have higher rates of business participation than others?” The article with
Kolvereid explores whether immigrants’ home-country national culture and
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educational attainment shape the self-employment rates among first generation
immigrants. The article with Gabelko tests the possibility that immigrant

entrepreneurs are selected with respect to their entrepreneurial characteristics.

The third broad research question is related to “What is the ethical way of
conducting research on immigrant entrepreneurs?”. The last paper included in this
thesis explores the ethically ambiguous issues regarding research on immigrant

entrepreneurs and proposes methods for addressing such issues.

1.3. Research focus

Immigrant entrepreneurship is a complex multidimensional phenomenon which
unfolds on individual, firm-, industry- group-, national and international levels.
This thesis focuses on the individual and group levels. Entrepreneurship is
generically associated with actions of independent individuals. Immigrant
entrepreneurship is often a product of interactions between immigrants within a
group and between a group and environment. Consequently, an individual
entrepreneur, his or her firm and an immigrant group are the units of analysis in the
presented articles. These articles explore several outcomes associated with
immigrant entrepreneurship relating to entrepreneurial intentions, experience, self-
employment status and business survival. This study focuses on first-generation

immigrants who are involved in legal entrepreneurial activities.
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1.4. Immigration and immigrant
entrepreneurship in the Norwegian

context

1.4.1. Immigration to Norway: an introduction

After World War 11, when foreigners temporally displaced by war left Norway, the
immigrant population in the country was very small. In 1950-1960, refugees of the
war, former prisoners of the Nazi camps located in Norway and citizens of other
Nordic and OECD countries, migrated to Norway. The first significant wave of in-
migration occurred in the beginning of the 1970’s, when other European countries
began to close the borders for working migrants. The initial intention of the
policymakers was to invite immigrant workers for short periods of time covering
the cyclical excessive demand for labour. The majority of guest workers never left
Norway. In 1975, laws restricting immigration of unskilled workers were
introduced. Immigration did not stop and continued due to family reunification,
international education programs, and employment of professionals. Between 1970
and 1975 Turks, Moroccans and Pakistanis constituted the majority of not-Western
immigrants. The third, and by far the largest wave of immigrants, relates to
refugees who started arriving in the end of the 1970’s. Evolution of the Norwegian
migration process from working migrants and family reunion to refugees is much
like the processes observed in Germany (Wilpert, 2003), France (Ma Mung &
Lacroix, 2003) and other European countries. Figure 1 shows that the immigrant
population in Norway has been growing continuously, mostly due to arrivals from

Asia, Africa and Eastern Europe.
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Figure 1. Immigrant population in Norway 1970 — 2007 (first and second
generation, SSB, 2007).

In 2007, there were 341,830 first generation immigrants in Norway (7.3% of the
population). When persons born in Norway by two non-Norwegian parents are
included, immigrants account for 8.9% of the population. When children with one
native Norwegian and one foreign parent are added, the respective figure rises to
13.4% (SSB, 2007). In 2007 the majority of first generation immigrants in Norway
originated from Europe and Asia. The largest immigrant groups are summarized in

Figure 2.
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Figure 2. The largest immigrant groups in Norway (first generation only, SSB,
20006).

The immigrants are unevenly distributed around the country with the largest

concentration in the Oslo region (Figure 3).
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Figure 3. Distribution of immigrants across Norway (first- and second generation,
SSB, 20006).
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1.4.2. Key statistics on Immigrant entrepreneurship

in Norway

At the start of 1980’s, immigrant owned shops and restaurants in central Oslo
began to attract public attention. In 1986/87, there were 127 ethnic shops owned by
non-western immigrants in Oslo and they constituted 44% of all small shops.
Between 1989 and 1997 non-western immigrants established 300 shops, 200
smaller outlets selling daily goods and simple food, and 160 restaurants
(Tjelmeland & Brochmann, 2003). Systematic national level statistics on self-
employed immigrants became first available in 2001. Figure 4 shows that the level
of self-employment among immigrants has continuously grown over time but the

level is low compared to native Norwegians”.

* In this subsection immigrants are defined as persons born outside Norway with both
parents born outside Norway. Self-employed are persons involved in independent profit-
oriented officially registered business for one hour or more during the week when data were

gathered. All statistics are for persons 16-74 years old.
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Figure 4. Level of self-employment for immigrants and the population in general
(SSB 2007, special tabulation).

Figure 5 shows that immigrants from Denmark, Sweden and Pakistan represented
about one-third of all self-employed immigrants in Norway in 2006. Together with
immigrants from Great Britain, Iran, Poland, Vietnam and Turkey, these groups

accounted for almost 50% of all self-employed immigrants.
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Figure 5. Self-employed immigrants in Norway (absolute numbers, SSB 2006,
special tabulation).

The statistical data reveal striking intergroup differences with respect to the
percentage of self-employed. The shares of self-employed for all the groups of

immigrants exceeding 1000 persons in 2006 are illustrated in Figure 6.

27



eidoym
uejsiueybyy

galjlig

Ble Wos
euinofeziaH pue ejusog
BlqIes
sauddiyd
einejsobnpe
eisshy
puejleyL
eluenyin
ByURT US

Blleony

bey

2IYD
0220J0[
puejod
Bluopaye
WEURIA
SjueBiww |1y
Aaxn
8aueld

uel|
Lapams
puejuld
uoljeindod |ejoL
Auewleo
puejsd|

van

Elpu|

ueg jeslo
Lejsied
spueIsyleN
ylewueq
BUILD

*Total population refers to the share of self-employed among natives and immigrants combined.

35 largest immigrant groups (SSB, 2006, special tabulation).

Figure 6. Share of self-employed in the
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Among the smaller groups, 12.7% of immigrants from Faroe Islands and 10.2% of
immigrants from Hong Kong were self-employed. When divided by the world
regions, immigrants from Western countries demonstrate the highest average level
of self-employment while immigrants from Africa and Eastern Europe are
underrepresented among the self-employed (Figure 7). High levels of self-
employment among the migrants from Korea, China and Hong Kong have also
been observed in the US (Camarota, 2000; Fairlie & Meyer, 1996), the UK (Clark
& Drinkwater, 1998), Japan (Friman, 2001) and Canada (Li, 2001; Razin &
Langlois, 1996). Notably, the self-employment level of Asians is relatively low in
Sweden while Eastern Europeans are the most entrepreneurial in Sweden

(Hammarstedt, 2006) and Canada (Razin & Langlois, 1996).
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Figure 7. Share of self-employed for immigrants coming from the seven major
world regions (SSB, 2006).

1.5. Outline of the thesis

This thesis is structured into six chapters. Following the introduction, theoretical
perspectives on immigrant entrepreneurship are presented in Chapter 2. Theoretical
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discussion starts with elaboration of definitional issues. Several theoretical
approaches are summarized and critiqued. This section concludes with a brief
comparative analysis and a summary. Chapter 3 discusses several philosophical
issues. Methodological issues are discussed relating to research design, research
quality issues and ethical considerations. Chapter 4 summarizes the key findings
and contributions of the four articles presented. Chapter 5 highlights the key
conclusions and discusses the implications for several enterprise stakeholders. The

four articles are presented in Chapter 6.
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2 Theoretical perspectives

This chapter is structured as follows. Definitional issues are discussed. Key
theories within immigrant entrepreneurship studies are then highlighted.

Theoretical perspectives are compared in the last subsection.
2.1. Definitional issues

2.1.1. Entrepreneurship

There is no generally accepted definition of what “entrepreneurship” is. As a result
of large-scale Delphi study, Gartner (1990, p. 8) came to the conclusion that
researchers must continue to spend time making “explicit what we are taking about
when we talk about entrepreneurship.” Discussing such a complicated phenomenon
as immigrant entrepreneurship, it is difficult to choose a definition which, on the
one hand, depicts all varieties of multicultural entrepreneurs, and on the other hand,

avoids being all-inclusive.

Under the present circumstances the so called fuzzy set approach proposed by
Hornaday (1992) is applied. This means defining entrepreneurs through three
dimensions: economic innovation, organisation creation, and profit-seeking in the
market sector. Economic innovation represents the ‘what’ of entrepreneurship, i.e.
the development of new combinations to create economic value where none existed
before. This concept is well-developed by mainstream economists. Organisation
creation is the ‘how’ of entrepreneurship. The emphasis here is on the creation of a
new organisation as a way of achieving economic innovation. Profit-seeking in the
market sector is the ‘where’ of entrepreneurship. The objective of entrepreneurial
activity is to create profit for organisations and their owners where the market is
the arena for these activities. Taken together, these dimensions of entrepreneurship
overlap. The three dimensions can be visualised as a cube where each dimension is
measured on a 0 to 1 scale. An activity does not need to score a perfect ‘1’ on all
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three axes, but it must have a positive rating on each, to be recognised as an
‘entrepreneurial’ one. Aitken & Hugh (1963) noted that entrepreneurship is not a
matter of “all or nothing”, rather it is a question of “more or less.” So, in the
present thesis, entreprencurship will be defined as a broad area but not a point of

interaction.

The terms ‘entrepreneurs’ and ‘self-employed’ are often used interchangeably in
the literature on immigrant businesses (Rath & Kloosterman, 2003). Self-
employment is a labour-market related parameter, but it is an adequate indicator of
entrepreneurial activity (Acs, Evans, & Audretsch, 1994; Wennekers, Thurik, van
Stel, & Noorderhaven, 2003). Light & Rosenstein (1995, p. 3) deem it useless to
distinguish entrepreneurs from the self-employed on the ground that only
entrepreneurs innovate because all new businesses posses at least some minute

degree of innovation.

2.1.2. Immigrant entrepreneurship

Several immigrant entrepreneurship definitions have been presented appealing for
definitional clarity. Greene (1997a) notes that the conceptual discussion in
academic journals often imply such terms as ethnic, immigrant, and minority as
interchangeable descriptors for entreprencurial activities of non-majority
individuals. Chaganti & Greene (2002) have made a distinction between immigrant
entrepreneurs, ethnic entrepreneurs and minority entrepreneurs. Immigrant
entrepreneurs are individuals who, as recent arrivals in the country, start a business
as a mean of economic survival. This group may involve a migration network
linking migrants, former migrants, and non-migrants with common origins and
destination (Butler & Greene, 1997). Ethnic entrepreneurship involves “a set of
connections and regular patterns of interaction among people sharing common
national background or migration experiences” (Waldinger, Ward, & Aldrich,
1990, p. 3). Minority entrepreneurs are business owners who are not of the

majority population. In the US these categories include people of Black, Hispanic
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or Latin American, Asian, Pacific Islander, American Indian, or Alaska Native
descent. This group occasionally includes women of all origins. Minority
entrepreneurship is a term without a theoretical basis (Chaganti & Greene, 2002).

This concept originates in public policy rather than in academic discussions.

Ethnic entrepreneurs are often operationalized by self-reported measures (Wilson,
Marlino, & Kickul, 2004). Levie (2007, p. 143) defines ethnic minorities on the
basis of commonly accepted socially or culturally distinctive categories with which
they identify themselves. These categories have labels that refer to ancestral
geographical origin (e.g. Asian) of skin colour (e.g. Black) or both (e.g. Black
Caribbean). Chaganti & Greene (2002) propose that the term ‘ethnic entrepreneur’
should be defined by the levels of the entrepreneurs’ personal involvement in the
ethnic community. Ethnicity can go beyond national origin, such as in case of the
four distinct ethnoreligious groups of Iranians in Los Angeles (Morris, 2000). The
sociological definition of ‘ethnic business’ is: “a business whose proprietor has a
distinctive group attachment by virtue of self-definition or ascriptions by others”
(Aldrich & Waldinger, 1990, p. 113). Ethnic groups have also been defined as
“those who conceive of themselves as alike by virtue of their common ancestry,
real or fictitious, and who are so regarded by others” (Shibutani & Kwan, 1965, p.
23). According to Yoon (1995, p. 333) a key factor differentiating ethnic
entrepreneurship from immigrant entrepreneurship is generational continuity.
Immigrant entrepreneurship evolves into ethnic entrepreneurship when second,
third and later generations of an immigrant group are engaged in entrepreneurial

activities.

Immigrant businesses may be defined as ‘firms owned by immigrants’ (Bager &
Rezaei, 2001). Greene & Owen (2004, p. 28) disqualify immigrant
entrepreneurship as a valuable term for discussion because ... this term has less of
an identifiable theoretical foundation”. These authors state that given that racial

and ethnic groups have strikingly different propensities toward entrepreneurship,
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there is a little basis for the assumption that the state of being an immigrant in itself

can be correlated with specific entrepreneurial activities, behaviours, or outcomes.

In some cases, the term of ‘immigrant entrepreneurship’ may be more appropriate
than ‘ethnic entrepreneurship’. First, the entrepreneurship process experienced by
immigrants is influenced by a number of factors which are unique for immigrants
compared with non-migrants. Among these factors are linguistic disadvantage
(Johnson, 2000; Marlow, 1992), legal status (Barrett, Jones, McEvoy, &
McGoldrick, 2002), and shared historical memories and migration experience
(Basu & Altinay, 2002). Second, a phenomenon of transnationalism, which gains
growing attention in the modern literature, is by definition more associated with
migration than with ethnicity (Tong, Yeoh, & Charney, 2003). In the same way,
“one can refer to economic embeddedness as the economic context for immigrant
entrepreneurship...” (Razin, 2002, p. 163). Third, in positivistic traditions,
secondary data on migration is considered to be more objective then self-reported
(i.e. subjective) measures of ethnicity or belonging to certain ‘commonly accepted
category’. In some cases, immigrants from different countries who share the
common ethnicity may demonstrate quite different behaviours concerning
entrepreneurship. For example, ethnic Chinese born in Singapore, Malaysia, and
Hong Kong are underrepresented among the self-employed in Australia compared
to those born in China (Collins, 2002). This difference cannot be captured when
using an ethnicity-based definition. Taking into account these arguments,

immigrant entrepreneurs will be in focus in this thesis.

Depending on definition, several different groups of people may be labelled as
‘immigrants’. Since immigrant status is an inseparable part of the definition of
immigrant entrepreneur used in this study it is necessary to clarify this term.
Labelling a person as a migrant may depend on spatial, temporal and some other
choices made by a researcher. Concerning the spatial dimension, the movements of
people may occur within the national administrative borders. Such movements are
called relocations (Faist, 2000) and they are not considered in this study. A person
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who moves from one country to another with the intention of taking up residence
there is a migrant. Defining migration status depends both on the location of
administrative borders between states and on the settlement intentions. In cases
when borders have recently been relocated or national states merged or divided (i.e.
the former Soviet Union), defining immigrant status may be a complicated task. In
case of Norway, which separated from the union with Denmark in 1905, the
territorial aspect is not an issue. However, defining a country of origin of
immigrants residing in Norway may be hindered by the process of state creation

and dissolution taking place in other parts of the world.

While defining the spatial aspect of migration definition is a relatively objective
task, settlement intentions of migrants is a subjective matter. In order to avoid
asking migrants about their settlement intentions, the definitions usually include
the minimum duration of residence required to recognise a migrant. Persons may
be labelled migrants if they have lived abroad for more than three months (Faist,
2000). From the native’s point of view, foreigners arriving to a country with
intention to reside are immigrants. Table 7 provides several migrant status

definitions.

Table 7. Migrant status definitions.

Term Definition

Re-emigrant A person who moves back to the original country of
immigration with the intention of taking up residence
there

Second-time migrant A person who moves for a second time to the new

country of immigration with the intention of taking
up residence there

Transilient migrant A person who moves to one country with the
intention of taking up residence there via another
country

Circular migrant A person who moves frequently from one country to
another
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Researchers and practitioners distinguish between first and second generation
immigrants. These definitions imply the origin of the person’s parents. Depending
on the country of birth and the parents’ country of birth a person may be attributed
to one of the categories depicted in Table 8. This general approach has, for
example, been adapted by the Statistics Norway who define an immigrant as a
person born abroad with two parents born abroad. First generation immigrants may
be divided into the pioneers and the second wave (people sponsored to the new

country of residence by pioneers) (Peters, 2002).

Table 8. Immigrant status definition: the person’s and parents’ origin.

Born abroad? Term
Person His/her mother = His/her father
yes yes yes First generation immigrant
no yes yes Second generation immigrant
no no no Native
yes no no Native in most cases
yes yes no
yes no yes
Depends on the context
no yes no
no no yes

The following definition of an immigrant entrepreneur is used in this study:

An immigrant entrepreneur is a business owner born outside Norway with both
parents born abroad who is involved into the activities characterised by economic

innovation, organisation creation, and profit-seeking in the market sector.
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2.2. Main theoretical perspectives on

immigrant entrepreneurship

A number of theoretical explanations have been proposed to the phenomenon of
immigrant entrepreneurship. Reviewing and classifying these theories is not an

easy task (Fairlie & Meyer, 1994, p. 3).

Within the research area of immigrant entrepreneurship such terms as theory,
approach, model etc. are often used interchangeably. For example, studies focusing
on relationships between culture and entrepreneurship has been labelled as ‘cultural
theories’ (Basu, 1998, p. 315), ‘cultural factors’ (Rath, 2002a, p. 7), ‘culturalist
argument’ (Waldinger & Chishti, 1997, p. 4), ‘cultural thesis’ (Lo, Teixeira, &
Truelove, 2002, p. 7), or ‘culturalist approach’ (Ibrahim & Galt, 2003, p. 1108).

Several disciplines have been used to explore immigrant entrepreneurship, each
with its own research agenda, methodology and vocabulary. Economists and
sociologists have had a major impact on this research area. Fratoe (1986)
categorised studies concerning minority business into four groups corresponding to
a major analytic fields relating to economics, business management, psychology,
and sociology”. Taking a step further, immigrant entrepreneurship may be seen as
located at the intersection of many scientific disciplines such as ethnic studies,
sociology, urban studies, general and business economics, economic geography,
management studies, political science and policy studies (Rath & Kloosterman,
2000). Fundamental differences between all these fields of scientific enquiry
hamper an all-inclusive theoretical view. The field of entrepreneurship research has
not been mentioned in existing reviews of the literature on immigrant

entrepreneurship.

* The authors terminology preserved here.
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Studies on immigrant entrepreneurship are often practice- and policy driven.
Revealing certain important relationships, such studies appear often to be hard to
integrate into broader theoretical perspectives. Even cornerstone works within the
area of immigrant entrepreneurship are often based on anecdotal evidence, or

highly specific cases and samples.

Reviewing literature on immigrant entrepreneurship some authors categorise the
theoretical perspectives according to a scientific discipline, monocausal/interactive
nature, focus on supply or demand side, and level of analysis. In this thesis several
classification methods were used in order to provide a systematic review of
theoretical perspectives. Then, the most influential ideas were identified in the
cross-disciplinary literature. These ideas were briefly depicted in terms of several

classifications and then described in details.

At the most general level, all the conceptual approaches to the phenomenon of
immigrant entrepreneurship may be roughly classified either as monocausal or
interactive (adopted from Peters, 2002). Monocausal studies attribute the
intergroup differences with respect to immigrant entrepreneurship to factors
relating to culture, specific barriers, human or social capital, ecological factors,
global economic factors, the opportunity structure etc. Studies recognising the
influence of several of these factors may be labelled “monocausal” if they do not
take into account the interdependency between immigrant entrepreneurship and the

social and economic environment.

Parker (2004, pp. 129-130) attributes the known monocausal explanations for
higher rates of entrepreneurial activity among immigrants compared to natives to

the following categories:
1. Better average educational level of immigrants;
2. Utilisation of ethnic resources unavailable to natives;

3. Sojourning orientation of some immigrants;
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4. Blocked mobility;
5. Self-selection of immigrants with respect to risk taking behaviour;
6. Gravitation to self-employment among illegal immigrants; and

7. Concentration of immigrants in the occupations and industries

characterised by high rates of entrepreneurship.

Excluding the sixth theme all the above issues will be considered in the following

theoretical overview.

Monocausal studies fail to appreciate how the host country society and institutions
interact with immigrant entrepreneurs. They generally also fail to account for the
wide ranging differences in entrepreneurial concentrations and styles observed
across various immigrant groups. Interactive explanations take into account the
interplay between group characteristics, opportunity structure and the context on
different levels. Waldinger’s interactive model (Waldinger, Ward, & Aldrich,
1990) and the mixed embeddedness approach (Rath & Kloosterman, 2003) may be

categorised as interactive explanations.

One of the most influential monocausal explanations refers to cultural
predisposition of some immigrant groups towards entrepreneurship. Introduced by
Max Weber (1958), the cultural thesis points to special features, values and family
traditions, that may propel certain groups of immigrants to enter business

ownership.

Discrimination and a disadvantaged position in the general labour market can
explain why some immigrant groups are more likely to pursue careers in business

ownership. The Blocked mobility thesis, for example highlights push motivation.

Availability of ethnic and class resources can promote or retard immigrant
entrepreneurship. In terms of sociology, class resources are the financial and
human capital, values and knowledge which are the usual endowment of a

bourgeoisie. Ethnic resources include ethnic ideology, industrial paternalism,
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solidarity, social networks, ethnic institutions, and social capital (Light &
Rosenstein, 1995, p. 25). Class and ethnic resource polarisation will not be
emphasized in this thesis. While sociology is concerned with the social roots of the
phenomenon under scrutiny (class versus ethnic sources of resources), this
dissertation will focus on individual versus group sources of resources. A
subsection will explore ethnic resources and social capital underling ethnic
resources, while another subsection will discuss individual characteristics fostering

immigrant entrepreneurship.

Middleman minority theory attributes the superior rates of self-employment among
some immigrant groups to legal restrictions and discrimination which enhance
private economic initiative, group solidarity and sharing of resources. Discussion
of Waldinger’s interactive model is unavoidable when reviewing the literature on
immigrant entrepreneurship. This model emphasizes the interaction between
opportunity structures and group characteristics which jointly shape immigrant
entrepreneurship. Mixed embeddedness is another interactive approach which
focuses on the interplay between social, economic and institutional contexts. Each

of these theoretical perspectives will be discussed below.

2.2.1. Cultural thesis

The cultural thesis is one of the oldest explanations for overrepresentation of some
immigrant/ethnic groups among entrepreneurs. Originating from the work of Max
Weber (1958), this thesis suggests that some nations and respective immigrant
groups are more entrepreneurial due to traditions and values. In his seminal work
“The Protestant Ethic and the Spirit of Capitalism” first published in 1904-5,
Weber argues that Protestants have shown a special tendency to develop economic
rationalism which cannot be observed among Catholics. Culturally embedded
values relating to hard work and asceticism are supposed to provide preconditions
for business development, such as saving, investing and entrepreneurial initiative.

The cultural thesis has been widened to consider other aspects of culture.
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Culture can be defined as “the collective programming of the mind which
distinguishes the members of one group or category of people from another”
(Hofstede, 1997, p. 5). Davidson (1995) identifies two views regarding the
relationship between cultural values and entrepreneurial behaviour. The Aggregate
psychological trait explanation is based on the idea that if a society contains more
people with entrepreneurial values, more people will be entrepreneurs. Regarding
immigrants to a country, some groups may contain more people with cultural
values conductive for entrepreneurship. The Social legitimation view assumes that
the variation in entrepreneurship is based upon differences in values and beliefs
between the population as a whole and potential entrepreneurs. The clash of values
between the groups drives potential entrepreneurs into self-employment. This view
emphasizes attitudes related to the group culture phenomenon. Prevailing values
and believes constitute a norm-based restriction that gives entrepreneurial
behaviour a higher or lower degree of social legitimation regardless of the values
and believes held by those who actually founded their own firms (Davidsson, 1995,
p- 43). The socio-cultural environment influences the exploitation of opportunity
by influencing the desirability of entrepreneurial activity and the perceived risks

and returns of such endeavours (Shane, 2004).

Culture theories applicable for immigrant entrepreneurship studies may be
subdivided into the orthodox and reactive theories (Light, 1980; Yoon, 1991). The
orthodox cultural theory attributes the business success of a particular immigrant
groups directly to the cultural values brought from the country of origin. This view
is in line with Weber’s theory. The reactive cultural theory suggests that the
cultural traits promoting immigrant entrepreneurship are formed as an adaptation to
scant opportunities in the host society. The later theory is context-based, and so
combine the disadvantage and cultural approaches (Gold, 1988). Orthodox and
reactive cultural theories are not mutually exclusive. In some cases they may be
used combined. Immigrant entrepreneurship may take orthodox, reactive or mixed

orthodox-reactive forms (Light, 1984). The influence of culture on
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entrepreneurship among immigrants may be stronger in the case of some ethnic

groups than others (Basu & Altinay, 2002).

Reactive cultural theory has been criticised for “the low level of specification and
the absence of individual level data which would provide empirical evidence”
(Yoon, 1991, p. 305). The cultural theories tend to overemphasize ethnic solidarity
and collective cooperation, while neglecting internal class differences. Cultural
explanations, especially reactive ones, are not universally applicable (Yoon, 1991).
Some immigrants are well educated and exploit the same legal regulations as
natives entering business ownership in the ways not predicted by cultural theories.
Foreign born entrepreneurs from less entrepreneurial cultures often outperform
natives in traditionally entrepreneurial countries. These facts cannot be explained
solely by the cultural factors (Light & Rosenstein, 1995). Culturalist explanations
are blamed to have “an ad hoc or even tautological air” (Waldinger & Chishti,
1997, p. 4). Rafiq (1992) has asserted that the strategies pursued by immigrant
entrepreneurs in the UK depend more on the socio-economic and class resources of
individuals than on cultural or ethnic resources. Therefore he suggested that culture

had an indirect impact on entrepreneurship.

2.2.2. Discrimination and the blocked mobility thesis

At the societal level, structural barriers can prevent some immigrants from
competing on equal terms with natives (Zhou, 2004). As a consequence, some
immigrants may be pushed into business ownership. The economic mobility of
immigrants may be blocked in several ways. Legal restrictions which discriminate
particular ethnic groups, provide a base for the middleman minority theory
(Bonacich, 1973). Immigrants that are restricted in their economic and juridical
rights are forced into business ownership. However, the direct legal discrimination
and the middleman minority situation seem to be more of an exception rather than
a rule, at least in developed countries. Some immigrants may lack proficiency in

their host country’s language, their education level may be below average, and
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their educational credentials may not be recognised by the host country employers.
Lacking alternatives, immigrants may be at the end of the labour queue. They are
hired last and fired first. Further they are often poorly paid with limited upward
career potential (Kloosterman, 2000). Direct racial, national or ethnic
discrimination and prejudices of the native population may cause blocked mobility
for immigrants. It has been reported that predicted earnings differential between
self-employment and paid employment has a positive effect on the probability of
being self-employed (Johansson, 2000). The study conducted by Hammarstedt
(2006) suggests that discriminatory wages in the wage-employment sector may

push immigrants into self-employment in Sweden.

Labour market disadvantage often fails to explain differences in self-employment
rates between equally disadvantaged immigrant groups (Fairlie & Meyer, 1994;
Light, 1984). More advantaged ethnic groups (measured by wage/salary earnings,
self-employment earnings, and unearned income) and not the more disadvantaged
groups, as predicted by the blocked mobility thesis, have often the highest self-
employment rates (Fairlie & Meyer, 1996). Blocked mobility arguments are also
criticised for overplaying the structural dimension at the expense of cultural

processes (Barrett, Jones, & McEvoy, 1996).

Studies suggest that immigrants with limited resources enter sectors with lower
financial barriers to entry (Bates, 1999). Testing the blocked mobility hypothesis,
Beaujot, Maxim, & Zhao (1994) made a distinction between self-employment in
professional and non-professional services. Immigrants with high educational
credentials obtained abroad had a higher likelihood of entry into self-employment
in non-professional sector compared to equally educated natives and immigrants
with Canadian education. These findings support the blocked mobility thesis. Some
immigrants select self-employment or business ownership to avoid discrimination
(Clark & Drinkwater, 1998; Cobas, 1986; Constant & Zimmermann, 2006;
Hammarstedt, 2006). Immigrants select self-employment as an alternative strategy

for economic mobility when opportunities to work as wage/salary earner are
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blocked due to discrimination (Phizacklea & Ram, 1995; van Tubergen, 2005).
However, studies on Asian immigrants in the US (Mar, 2005) have not empirically
confirmed the influence of blocked mobility and discrimination on entry into self-

employment among immigrants.

2.2.3. Social capital and utilisation of ethnic

resources

Some sociologists suggest that uneven distribution and varying use of social capital
may explain intergroup differences between immigrants with respect to their
economic behaviour (Potocky-Tripodi, 2004). Social capital may be defined as
“features of social organisation such as networks, norms, and social trust that
facilitate coordination and cooperation for mutual benefit” (Putnam, 1995). Family
relations and common ethnic backgrounds represent the two types of social
structure that underline immigrant entrepreneur groups (Caulkins & Peters, 2002).
Social capital is embedded in social networks (i.e. self-help networks of supportive
kinship, peer and community subgroups) (Fratoe, 1988). Family and community lie
at the heart of social networks of ethnic community firms (Saker, 1992). Light &
Gold (2000) have made a distinction between class-derived and ethnic-derived

social capital.

Bounded solidarity and enforceable trust are suggested to be the sources of social
capital among immigrants (Portes & Zhou, 1992). Bounded solidarity among
immigrants is a result of their percepted foreignness and awareness of the cultural
difference. Bounded solidarity has direct consequences for immigrant
entrepreneurship providing consumer preferences for ethnic goods, co-ethnic
employees preferring ethnic employers, and co-ethnic investors preferring ethnic
businesses. All these preferences may be demonstrated even in spite of lower
expected material benefits. Enforceable trust is an important mechanism enabling
business relationships between immigrants. Trust between co-ethnic business
partners, investors, customers, entrepreneurs and other stakeholders means much
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for ethnic businesses. Violation of implicit obligations by any of co-ethnics may

have devastating consequences on the personal level, resulting in social ostracism.

Social capital may create additional human capital (Coleman, 1988) or compensate
for low human capital (Potocky-Tripodi, 2004). Interactions with co-ethnics may

help to acquire training, knowledge and skills required to start a business.

Social networks may rely on strong and weak ties. Strong ties are argued to be
important for immigrant entrepreneurs who start out with few resources, and lack
access to mainstream sources of credit and technical assistance (Waldinger, Ward,
& Aldrich, 1990). While many researchers view social capital as wholly beneficial,
others argue that ‘too much’ social capital may hamper immigrant

entrepreneurship.

Ethnic resources are important parts of social capital. These resources are “any and
all features of the whole group which co-ethnic business owners can utilise in
business or from which their business benefits” (Light, 1984, p. 201). Ethnic
resources are taken into account by nearly all theories of immigrant
entrepreneurship. With respect to the importance of the subject, ethnic resources
are described here as a separate category. Light (1984) names the following four
groups of ethnic resources: orthodox cultural endowments, relative satisfaction,
reactive solidarities and sojourning orientation. While the cultural ethnic resources
and the related parts of social capital are better described in other relevant parts of
this paper, this subsection focuses on material resources which may be directly

linked to entrepreneurial activity.

Disadvantage and cultural theories diverge from one another in the analysis of the
structural source of ethnic resources, but they share at least two points. First, both
theories state that effective utilisation of ethnic resources is a key to business
success in an ethnic group. Second, disadvantage theories and cultural explanations
recognise ethnic business as a group level phenomenon rather than pure

individualistic action (Kim & Hurh, 1985).
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Ethnic resources in the form of loyal co-ethnic clientele, cheap and reliable co-
ethnic labour, and specific knowledge about ethnic products and services provide
basis for development of immigrant owned businesses. Discussing the role of
migration networks Light, Bhachu, & Karageorgis (1993) point out that these
networks may enhance immigrant entrepreneurship in three principal ways.
Networks may supply co-ethnic labour, information relevant to business
opportunities and processes, and mutual aid and assistance in addition to
information. Contribution of such resources is especially visible in ethnic enclave
economies. Some studies suggest a link between opportunities presented in ethnic
enclaves and self-employment among immigrants (Borjas, 1986; Lofstrom, 2002).
Le (2000) found that the propensity to be self-employed among first generation
immigrants in Australia was enhanced by the existence of enclave market.
Geographical concentration of a considerable number of immigrants of the same
origin has been used to explain high self-employment rates among immigrants
(Evans, 1989; Zhou, 1992). A protected market is a form of social capital which
derives from the culturally based tastes of ethnic minorities that can only be served
by co-ethnic businesses (Bates & Dunham, 1993). Dependence of immigrant
enterprises on ethnic clientele varies dramatically between industries. Leonard &
Tibrewal (1993) reported that minority engineers, architects and contractors with
an immigrant background had only 10% of their clients drawn from ethnic
minorities. Grocery stores, marriage bureaus and music shops rely entirely on
ethnic clients. Relationships between immigrant entrepreneurs and their co-ethnic
clients are not always harmonic. Some immigrant entrepreneurs express negative
reactions to their co-ethnics suggesting that members of ethnic groups may actually

assimilate some of the stereotypes held by the wider society (Dyer & Ross, 2000).

The ethnic community can provide capital which enables people from the ethnic
group to enter business ownership. Some groups of immigrants, for example,
Chinese (Wong, 1998) and Koreans (Park, 1997) in the US, use ethnic rotating

credit associations more extensively than others. Whether formal sources of
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finance are available for immigrant nascent entrepreneurs or not, many prefer
informal borrowing for its expeditiousness and absence of paperwork (Portes &
Zhou, 1992). However, it has been suggested that successful immigrant

entrepreneurs rely mostly on personal savings (Basu, 1999).

Employment in a co-ethnic firm may serve as a preparation for becoming a
business owner (Light, Bhachu, & Karageorgis, 1993; Raijman & Tienda, 2000a).
Analysing data from a sample of Cuban exiles Portes & Bach (1985) found, for
example, that the single most powerful predictor of self-employment was
employment in a Cuban-owned firm three years earlier. A survey of Mexican
business owners in Chicago shows that previous employment in a co-ethnic firm
increased the likelihood of acquiring skills relevant to running a business (Raijman
& Tienda, 2000b). Working in co-ethnic firms may facilitate accumulation of
capital, which can be needed to establish a new venture (Li, 2001; Portes & Zhou,
1992). Some immigrants are only able to obtain employment positions in the black
economy (Engelen, 2001; Jones, Ram, & Edwards, 2006). Lacking resources,
immigrants may also initially start their businesses in informal way, thought
informality is not the primary pathway into self-employment (Raijman, 2001;

Raijman & Tienda, 2000a).

Co-ethnic employees are important sources of competitive advantage for
immigrant entrepreneurs because these employees are reliable, willing to work
hard and cheap to employ. Reliability and loyalty of co-ethnic workers is
embedded in bounded solidarity and enforceable trust relationships. The quality of
co-ethnic labour force is at least as important as its low cost. Immigrant
entrepreneurs may employ undocumented immigrants, emphasizing the quality of
these workers, not just their cheapness (Hansen & Cardenas, 1988). Hiring co-
ethnic employees may, however, have an impact on businesses performance. It has
been reported that Korean entrepreneurs in New York City shifted gradually to

employing Latino workers rather than co-ethnics because Korean workers were
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“unreliable” and required high wages (Kim, 1999). This example illustrates the

situation when economic rationality prevails over ethnic solidarity.

Through ethnic networks, aspiring and nascent immigrant entrepreneurs may gain
access to crucial information about the best industries to enter, pricing, technology
and business methods (Chotigeat, Balsmeier, & Stanley, 1991). Business
information delivered by co-ethnics is credible due to mutual trust. In some cases,
ethnic chauvinism encourages immigrants to deliver important messages solely to
co-ethnics (Light, Bhachu, & Karageorgis, 1993). Basu (1998) found that informal
networks of advice, information and finance played a crucial role in determining
the nature of entrepreneurial entry among Asian immigrants in Britain. The same
conclusion emanated from a study of Turkish, Indian/Pakistani and Moroccan

immigrants in the Netherlands (Masurel, Nijkamp, Tastan, & Vindigni, 2002).

Other forms of co-ethnic aid relevant for immigrant entrepreneurs are purchasing at
advantageous prices, dealing with public bureaucrats and courts, consumer and
supplier relations, financial and production management, labour relations,
industrial engineering, quality control, marketing, and the introduction of new
products and technologies (Light, Bhachu, & Karageorgis, 1993; Light &
Bonacich, 1988). Utilisation of ethnic networks may evolve into a quasi-formal
process, beginning with the arrival of an immigrant into the community and
culminating in the birth of a new business. In the Ismaili/Pakistani community in
the US, the steps of the process are understood by the members and are explicable

to new entrants and non-community members (Greene, 1997b).

Ethnic resources are more important for some ethnic groups (Min & Bozorgmehr,
2000). In Norway, immigrants from Tunisia, Morocco, Palestine, and Greece have
been found to avoid reliance on co-ethnics, while Pakistanis perceive their ethnic
group as an important source of resources needed for business venturing (Krogstad,
2002). The demand for ethnic goods and exploitation of co-ethnic labour plays a

critical role in economic adaptation only for a limited number of immigrant groups
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which tend to form enclaves under certain conditions. However, ethnic enclave

economies are rare (Light, Sabagh, Bozorgmehr, & Dermartirosian, 1994).

Analysis of Australian Census data revealed that an immigrants’ likelihood of
entering business ownership was related to the size of the ethnic group, and the
linguistic isolation of the immigrants (Evans, 1989). These findings suggest that
large immigrant groups provide opportunities for ethnic entrepreneurs in forms of
numerous customers with preferences for ethnic goods, and co-ethnic workers not
fluent in the host country language. Conversely, van Tubergen (2005) found a
negative relationship between the size of the ethnic community and the likelihood
of self-employment. Bates & Dunham (1993) cast doubt on the importance of
social resources as an explanation for the higher rate of entrepreneurship among
Asian immigrants in the United States. Their study shows that financial and human

capital are more important factors than social capital.

2.2.4. Individual characteristics and selective

migration

Cultural and middleman minority explanations have been criticised for
overemphasizing ethnic solidarity and collective resources, while neglecting
internal class divisions (Yoon, 1991). Class resources include cultural and material
components (Light, 1984). Cultural class resources include bourgeois values,
attitudes, knowledge and skills transmitted intergenerationally in the course of
primary socialization. This sub-section will focus on material class resources that
comprise private property in the means of production and distribution, human
capital, and money. Certain groups of immigrants are overrepresented among the
self-employed simply because they have more material resources compared to
other groups. Bates & Dunham (1993) demonstrated that both rates of business
entry and performance are significantly influenced by the amount of financial

capital, personal wealth and educational attainment of entrepreneurs.
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Becker (1993) distinguishes between general and specific human capital. General
human capital, often measured as years of education and work experience, relates
to the factors expected to increase an individual’s productivity for a wide range of
work-related activities. Specific human capital may only be applicable to a specific
domain. In entrepreneurship literature, specific human capital relates to managerial,
industry specific and business ownership experience (Bosma, van Praag, Thurik, &

de Wit, 2004; Cooper, Gimeno-Gascon, & Woo, 1994).

There are two plausible explanations for why some groups of immigrants
accumulate more financial and human capital. First, immigrants come from
different world regions which are strikingly different with respect to the
populations’ wealth, income, education etc. Immigrants from certain countries may
bring superior general human capital and financial resources needed to start a
business (Sanders & Nee, 1996). The accumulation and leverage of human capital
enables some people to enter and re-enter business ownership. Entrepreneurs may
learn from previous business ownership experience. Immigrants arriving from
countries with high rates of self-employment are more likely to own businesses in
their host countries. The relationship between the level of self-employment in the
country of origin and subsequent entry into self-employment after migration has
been empirically demonstrated (Cobas, 1986; Ekberg & Hammarstedt, 1999;
Yuengert, 1995)°.

Second, the process of migration is argued to be selective. Since the migrants have
taken a bold decision to move a long distance, they may be less risk-averse than
their stay-at-home peers. Immigrants may also be especially confident in their own
human capital and ability to succeed in a new, uncertain environment. It may
therefore be suggested that attitudes towards entrepreneurship may be most

positive among immigrant groups which have come farthest (Levie, 2007). The

> For a conflicting view see Van Tubergen (2005).
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immigration process is also argued to select immigrants who are integrated into
kinship networks, and relevant information relating to business opportunities may
be shared within the immigrant group (Waldinger, Ward, & Aldrich, 1990).
Further, the transportability of human capital is limited (Razin & Scheinberg,
2001). The foreign-earned human capital of some immigrants may not be highly
valued by native employers who frequently rely on educational credentials and
work experience as proxies for direct measures of skills and potential productivity

(Sanders & Nee, 1996).

2.2.5. Middleman minority theory

Jews in Europe, Chinese in Southeast Asia, Asians in East Africa, Armenians in
Turkey, Syrians in West Africa, Japanese and Greeks in the US appear to be more
likely than other individuals to enter business ownership in the areas of trade and
commerce (Bonacich, 1973). A middleman model to explain this phenomenon has

been presented by Bonacich (1973). This model is illustrated in Figure 8.
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Figure 8. Schematic representation of the development and perpetuation of the
middleman minority position. Adopted from Bonacich (1973).

The notion of sojourning is central to this model. Sojourners are immigrants who
do not plan to settle permanently in the host country. Intergroup solidarity,
practicing of original traditions, monoethnic marriages, and use of the homeland
language characterise middleman minorities. They tend to prefer saving rather than
spending money on consumption. Sojourners perceive their immigrant position is
temporary and they prepare for return to the home country. They tend to select
occupations which do not tie them to the host country (i.e. trading and money
lending). Thus, sojourning may explain why some immigrant groups are
overrepresented among independent professionals or self-employed in the areas of

commerce and trade (link 1 in Figure 8).

Sojourning often results in a high degree of intergroup solidarity (link 2).
Communal solidarity may in several ways be positively related to middleman

minority business ownership (link 3). First, it leads to relatively efficient
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distribution of resources via formal and, especially, informal ethnic channels. Low
interest loans may be provided inside the community through rotating credit
associations. Information, training, and loyal labour are available to the middleman
minority entrepreneurs. Second, solidarity can be an effective means of controlling
internal competition. This function may, for example, be achieved by way of guild-

like structures.

Another factor contributing to the overrepresentation of middleman minorities
among entrepreneurs is host hostility (link 9). The causes of host hostility (links 4
and 5), its non-economic consequences (links 6 and 7), and determinants of desire
to return to one’s home country (links 10 and 11) are outside the focus of the
present study. However, the efforts of natives to undermine the middleman
minority’s influence by laws prohibiting ownership of land or taking particular jobs
force immigrants towards self-employment and contribute to their occupational

concentration (link 9).

A major problem related to the middleman minority theory has been detected
(Waldinger, Ward, & Aldrich, 1990). Setting up a business seems to be more risky
compared to finding a salaried job. If sojourners look for occupations which can be
quickly terminated in case of return to their homeland, they will be more likely to
accept waged employment that, in turn, violates one of the cornerstone suggestions
of the middleman minority theory. Moreover, keeping savings in a bank account is
much safer way of saving money for the return journey, compared to investing in

trade.

While the middleman minority theory may explain the economic position of some
groups of immigrants, it is not applicable to the majority of immigrants. As
Sanders & Nee (1996, p. 234) stated “in the modern world, self-employment
among immigrants expands well beyond the narrow business roles allocated to
middleman minorities”. Empirical tests of the middleman minority thesis are rare

and often fail to confirm the model (Cobas, 1986).
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2.2.6. Waldinger et al.’s interactive model

Despite the presence of the word “ethnic” in the title, Waldinger et al.’s interactive
model can be applied to immigrant entrepreneurship. The model was also called “a
model of immigrant enterprise” by Waldinger, Ward, & Aldrich (1990, p. 14). In
this context ‘entrepreneurs’ are defined as owners/operators of business enterprises.
This model emphasizes the interaction between the opportunity structure and ethnic

group characteristics (Figure 9).

Opportunity Structures

Market Conditions Access to Ownership
e Ethnic consumer products e Business vacancies
¢ Non-ethnic/open markets e Competition for vacancies

e Government policies

Ethnic Strategies

Predisposing Factors Resource Mobilization
¢ Blocked mobility e Close ties to co-ethnics
e Selective migration e Ethnic social networks
e Aspiration levels e Government policies

Group Characteristics

Figure 9. An interactive model of ethnic business development. Adopted from
Waldinger, Ward, & Aldrich (1990).
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Figure 9 suggests that opportunity structures relating to market conditions can
promote immigrant business ownership. Market conditions may favour only
businesses serving ethnic community needs. In this case, the demand for co-ethnic
products demonstrated by co-ethnic clients is critical and the entrepreneurial
opportunities are limited. However, ethnic entrepreneurs may compete in these
markets due to their specific knowledge and skills. Expending into non-ethnic

markets provides potentially wider opportunities.

Opportunity structures define the types of businesses that may be supported by the
market. New immigrant firms are unlikely to arise in industries characterised by
extensive scale economies and high entry costs. Given the limited resources and
lack of relevant business experience, immigrants are expected to enter labour-
intensive niches avoided, or abandoned by natives. These niches are characterised
by low entry barriers, low economies of scale, high failure rates, instability and

uncertainty.

Immigrants need access to ownership in order to exploit existing business
opportunities. Access to business ownership is defined by the number of vacant
business-ownership positions, the extent to which natives are vying for these slots,
and by the government policy towards immigrants. Ownership opportunities for
immigrants are principally determined by the supply of native entrepreneurs. On
the neighbourhood level immigrant businesses often emerge as a result of
ecological succession. Young natives reluctant to enter the family business may
provide market opportunities for immigrant entrepreneurs. Government policy may
influence the opportunity structures for immigrant entrepreneurs. Rules regulating
economic activity of immigrants and the spatial distribution of new-comers may

shape the career choices of immigrants.

Some immigrants are predisposed toward business ownership (i.e. blocked

mobility) and they can draw upon informal ethnic resources to gain a competitive
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edge. Immigrants lacking relevant language skills, education and training have few

alternative ways of securing economic and social mobility.

The process of migration can be self-selective. Some immigrants are risk seeking
and they posses psychological characteristics associated with entrepreneurship.
Immigrants may be willing to become self-employed because they are ready to
work longer hours and to be satisfied with lower levels of profits. Moreover, due to
their specific traditions and cultures, immigrants may perceive their job status
differently than natives. In line with the middleman minority theory, some
immigrants may be more concerned with economic mobility than with social

status.

Ethnic communities may generate the infrastructure and resources required for
ethnic business ownership. Frequent interaction between co-ethnics, the feeling of
commonality and interdependence may provide advantages to immigrants (i.e.
financial capital, business information and training). Ability to employ co-ethnics
provide additional advantages to immigrant businesses because co-ethnic workers
are expected to be reliable, loyal and, above all, inexpensive or even unpaid. In
return for the immigrant workers’ efforts, business owners are often supposed to
provide training and, sometimes, financial assistance which can encourage more

immigrants to enter business ownership.

Not all the resources available to a particular ethnic group come from within this
group. Government programs aimed at aiding immigrant entrepreneurs may supply
financial capital and business-specific knowledge. Prioritized purchases from

minority firms can create a protected market for immigrant-owned businesses.

Given the particular opportunity structures and possessing a unique set of group
characteristics, each immigrant group may develop a specific ethnic strategy,
which is the central element of the interactive model. Intergroup differences in self-
employment rates may be explained by interaction between opportunity structures

on the one hand and premigration and postmigrantion characteristics as well as by
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the circumstances of migration on the other hand. This temporal classification of

factors is not reflected in Figure 9.

Waldinger et al.’s interactive model has been criticised for extensive use of
ostensive definitions (Light & Rosenstein, 1995). Ostensive definitions list the
conditions under which a phenomenon appears. Ostensive definitions of
opportunity structures provided by Waldinger et al., are clamed to remain “too low
on the abstraction ladder to isolate causal relationships” (Light & Rosenstein, 1995,
p. 74). Moreover, ostensive definitions are subject to endless reappraisal whenever
someone revises the list of conditions. Light and Rosenstein (1995) suggest these
problems can be addressed by defining economic opportunities through potential
monetary rewards. The authors conclude that in the context of entrepreneurship
research, opportunity is “a useless circumlocution of demand” (Light &
Rosenstein, 1995, p. 75). Interactive theories of immigrant entrepreneurship can be
criticised for merely specifying that supply and demand figure in a complete
explanation without explaining just how they must relate. Another methodological
problem with Waldinger’s study is a “misbalance” between the effects of supply

and demand for business ownership (Light & Gold, 2000).

2.2.7. Mixed embeddedness

The mixed embeddedness perspective is an attempt to provide a theoretical
background to explore international variations in immigrant business ownership.
The concept of mixed embeddedness should encompass the interplay between the
social, economic and institutional contexts (Kloosterman, Van der Leun, & Rath,
1998). The rise of immigrant entrepreneurship is located at the intersection of
changes in socio-cultural frameworks on the one side, and transformation process
in urban economics on the other. The interplay between these sets of changes takes
place within a larger, dynamic framework of institutions relating to the

neighbourhood, city, national or the economic sector level.
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The opportunity structure plays a role in the mixed embeddedness explanation. The
shape of opportunity structure dictates the niches entered by immigrants.
Institutions such as the welfare system, the organisation of markets, rules and
regulations affect opportunity structures. A market where entrepreneurs have to
find resources and sell their products is a central concept within the mixed
embeddedness perspective. The global changes in demand create additional
opportunities for immigrant entrepreneurs. Availability of cheap computing power,
fragmentation of markets, and demand for flexibility, exotic products and
personalised services create new opportunities for immigrant entrepreneurs. And
immigrants, with their limited resources, are best suited for low economy of costs
and highly human intensive kinds of business. The market is not the only factor
shaping immigrant entrepreneurship. Immigrants can also be embedded in their

social networks. Social networks depend, in turn, on the country settings.

Two dimensions of the opportunity structure shape the process of insertion, and the
social mobility of immigrants. The first dimension concerns accessibility. Markets
have to be accessible for newcomers®. The second dimension refers to the market

growth potential (Kloosterman & Rath, 2001).

At the national level, institutions provide laws, rules and regulations which can
promote or retard business ownership by immigrants (i.e. a minimum wage or
special requirements or the rules regulating entering self-employment for non-
citizens). General attitudes toward entrepreneurship or natives’ prejudices against
certain occupations may provide openings for potential immigrant entrepreneurs. In
some cases, openings for immigrants may appear when no principally new

opportunities have been created in the economy. In this case, a vacancy chain

% Compare to the access to ownership in Waldinger’s interactive model (Waldinger, Ward,
& Aldrich, 1990).
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(when native long-established entrepreneurs abandon certain niches and

immigrants take their places) may emerge.

Under the influence of intensified competition within a country, the major cities are
struggling to develop unique competitive advantages. Agglomeration economies
concentrated around many urban centres are often characterised by specialisation.
Development of such industrial districts is embedded in the regional history and
tradition, explaining the colourful variety of urban economies. On the regional
level, these distinct opportunity structures affect both accessibility of ownership
and growth potential of immigrant enterprises. The access to markets and their
growth potential not only differs from city to city, but also from neighbourhood to
neighbourhood within cities (Kloosterman & Rath, 2001). In cases when
neighbourhoods are extensively populated by ethnic minorities, immigrant
entrepreneurs may provide their ethnic goods and services. In this case
concentration of co-ethnics also provides essential social networks and, therefore,

social capital important for immigrant businesses.

The concept of mixed embeddedness is broadly criticized and “still requires further
elaboration and operationalization” (Rath & Kloosterman, 2003, p. 8). Peters
(2002, p. 33) argues that the mixed embeddedness perspective “does not explain,
any more than previous models, the wide-ranging, interethnic variation in
entrepreneurial concentration observed among immigrant groups in host
environments around the world.” It is argued that the mixed embeddedness model
lacks a historical perspective. It does not take into account the development of
entrepreneurship within a group over time. Moreover, the mixed embeddedness
approach was initially developed for explaining mostly the informal lower-end
sector of immigrant economy and should not be generalised to other sectors
without further considerations. Mixed embeddedness can be viewed as a “fuzzy
concept” (i.e. a concept lacking clarity which makes it difficult to operationalize)

(Razin, 2002, p. 163).
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2.3. Different perspectives compared

Each perspective discussed above provides insights into the context promoting or
retarding immigrant entrepreneurship. No single perspective offers an over-arching
explanation of the immigrant entrepreneur phenomenon. Further, each perspective
is associated with weaknesses as well as strengths. Table 9 summarizes the

similarities and differences between the theoretical perspectives reviewed.
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Table 9. Theories explaining immigrant entrepreneurship.

Explanation

Arguments

Focus on

Influential
works

Main weaknesses

Cultural thesis

Some cultures (reactive or orthodox)

Ethnic values,

(Light, 1984;

Neglecting class differences,

predispose immigrants for successful traditions, Weber, 1958) | little relevance for many
entrepreneurship beliefs groups, not explaining certain
intergroup differences, lack of
individual level data
Discrimination | Disadvantages in mainstream economy  Discrimination, | (Bonacich, Overplaying the structural
and blocked push immigrants into entrepreneurship = labour marked | 1973) dimension, fails to explain
mobility thesis disadvantages differences in self-employment
rates between equally
disadvantaged immigrant
groups
Social capital = Close ties between co-ethnics provide Ethnic (Portes & Overemphasises ethnic
and ethnic resources and advantages to immigrant | networks, trust, | Zhou, 1992) | resources in expense of
resources entrepreneurs and incentives to act solidarity, co- individual level factors and
ethnic labour, class resources
loans and
clients
Individual Some groups have an advantage in the Human capital, | (Light, 1984; @ Ignores structural dimension
characteristics | form of extensive class resources which | financial Sanders &
and selective facilitate entrepreneurship capital, Nee, 1996)
migration selective
migration
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Explanation Arguments Focus on Influential Main weaknesses
works
Middleman Self-isolated sojourners choose Host country (Bonacich, Not applicable for the majority
minority entrepreneurship because of it’s hostility, desire | 1973) of modern immigrant groups
theory liquidity and availability of ethnic to return, ethnic
resources self-isolation
and solidarity
Waldinger et | Immigrant entrepreneurship is a result Market (Waldinger, | Extensive use of ostensive
al.’s of interaction between opportunity conditions, Ward, & definitions, low level of
interactive structures and group characteristics access to Aldrich, abstraction, misbalance
model ownership, 1990) between the effects of demand
predisposing and supply for immigrant
factors, entrepreneurship
resource
mobilisation
Mixed Immigrant entrepreneurship is a Opportunity (Kloosterman | Requires further elaboration
embeddedness = dynamic interplay between social, structure, & Rath, and operationalization, lacks
economic, and institutional contexts on | national 2001) historical perspective, focus
neighbourhood, city, national and regulations, mostly on informal lower-end
economic sector levels industrial and sector of immigrant economy,
urban lack of conceptual clarity,
dynamics, local difficult to operationalize
context.
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2.4. Theoretical perspectives on research

ethics

Because the social sciences are both scientific and humanistic, a fundamental
ethical dilemma exists: how to develop systematic, verifiable knowledge when
research procedures may infringe on the rights and welfare of individuals
(Frankfort-Nachmias & Nachmias, 1996). Several ethical theories which may
potentially guide the research on immigrant entrepreneurs have been presented in
this sub-section. Ethical principles flow from these theories. These principles

provide the basis for rules and norms (Loue, 2002).

Teleological ethics, including virtue ethics and utilitarianism, are concerned with
the goal or end of the act. Deontological ethics, including ethics of duty and

discourse ethics, focus on moral principles (White, 1994).

2.4.1. Virtue ethics

Virtue ethics focus on developing good character traits. Ethical conduct has to do
with living a life marked by excellence and virtue. Although virtue theorists do not
emphasize the importance of moral duties, we cannot become virtuous if we
routinely fail to fulfill our moral obligations or duties. Some of the frequently
mentioned virtues include honesty, honor, courage, benevolence, fairness, humility,
and temperance (Shamoo & Resnik, 2003). In the context of research ethics, virtue
theory has been criticized (Aadland, 1998). There is a tendency towards
individualism in virtue ethics. The consequences of research justified by
individually judged virtues may be destructive for the society. All the virtues are
very general terms. Virtues lack precise definitions. It makes this ethical theory
difficult to implement in research practice. However, virtue ethics have previously
been applied to develop research methodology in multicultural settings (Trimble &

Mohatt, 2006).
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2.4.2. Utilitarianism

The theory of utilitarianism is premised on the idea of utility. The “right” course of
action is determined by summing the “good” and “bad” consequences to welfare
that may result from each alternative course of action and selecting the course of
action that appears to maximize the “good” consequences to welfare (Loue, 2002).
Utility is measured in terms of pleasure and pain, happiness and unhappiness or
other intrinsically valuable human goods (i.e. love, friendship, trust etc.). Act
utilitarianism looks to single actions and bases the moral judgment on the amount
of pleasure and the amount of pain this single pleasure causes. Rule utilitarianism
looks at classes of action and asks whether the underlying principles of an action
produce more pleasure than pain for society in the long run (Crane & Matten,

2007).

Compatibility with quantitative methods is an advantage of the utilitarian analysis.
Utilitarianism has not escaped criticism. Assessing possible consequences of an
action may involve subjective perspectives. It is also difficult to assign quantifiable
utility to every situation. The interests of minorities are ignored when maximizing
the benefits for the greatest number of stakeholders. Utilitarianism implies that
scientific ends sometimes justify the use of that would necessary sacrifice
individual subjects’ welfare (Kimmel, 1988). The utilitarian approach has often

been used in research on vulnerable populations (Cauce & Nobles, 2006).

2.4.3. Ethics of duty

Ethics of duty focus on certain moral principles. These principles are developed
outside a decision maker, for example, by public opinion. Kant developed a
theoretical framework through which these principles can be derived, called the
categorical imperative. This theoretical framework should be applied to every
moral issue regardless of who is involved (Crane & Matten, 2007). The categorical

imperative consists of three parts (De George, 1999):

64



Maxim 1: Act only according to that maxim by which you can at the same time

will that it should become a universal law.

Maxim 2: Act so that you treat humanity, whether in your own person or in that of

another, always as an end and never as a means only.

Maxim 3: Act only so that the will through its maxims could regard itself as the

same time as universally lawgiving.

Several problems have been associated with ethics of duty. There is little
consideration of the outcomes of one’s action in ethics of duty. The principle-based
decision making requires a certain amount of abstraction that may be problematic
in certain practical cases. The view of the world where everyone acts according to

self-imposed duties seems more of an ideal than a reality (Crane & Matten, 2007).

2.4.4. Discourse ethics

The central principle of discourse ethics (Habermas, 1990) is that for a norm to be
valid, its consequences for the satisfaction of everyone’s interests must be
acceptable to all as participants in a practical discourse. The philosophical
underpinning of this theoretical approach is the argument that norms ultimately
cannot be justified by rational arguments, but that they have to be generated and
applied to solve ethical conflicts on day-to-day basis. Discourse ethics aims to
solve ethical conflicts by providing a process of norm generation through rational
reflection on the real life experience of all relevant participants (Crane & Matten,
2007). Discourse ethic theory has been criticised because in practice the viewpoints
of stakeholders may be so different that no constructive dialog is possible.
Manipulation with power and arguments may provide advantages to some
participants in the discourse. Discourse ethics have guided some studies on ethnic

communities (Beauvais, 2006).
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2.4.5. Ethical theories: application to research on

Immigrant entrepreneurs

Table 10 summarises the basic ethical theorises. When attempts are made to apply
the basic ethical theories in practical matters, conflicts of interests and of
fundamental principles among individuals are to be expected (Kimmel, 1988).
Conducting research on immigrant entrepreneurs requires further theoretical

understanding of specific traits related to multiculturalism.

One of the key questions of meta-ethics is whether ethical standards are universal
(Frankena, 1973). According to the school of thought known as objectivism, the
same ethical or moral standards apply to all people in all times in all situations. A
contrasting school of thought, known as relativism, holds that there are no
universal moral rules or values. There is an unfolding debate between proponents
of these two schools (Mukherji & Mukherji, 2002). Segal & Giacobbe (1995)
suggest that there are international differences in perceptions of what constitutes
ethical business conduct. Universal ethical principles may not take into account the

cultural diversity of modern society.

Table 10. Theoretical perspectives regarding ethics.

Theoretical Focus on Goal The highest value
perspective
Virtue ethics The moral The good life in the | Virtue
character good society
Utilitarianism | Consequences of | The best Utility
decisions consequences for

all stakeholders

Ethics of duty | Intentions behind | Valid principles The duty to follow
decisions valid moral
principles
Discourse The principle of = Consensus Creating pluralism
ethics discourse
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Two basic approaches can be applied for developing an ethically solid
methodology. The ‘top-down’ approach relies on resolving situations through the
application of governing principles, while the ‘bottom-up’ approach refer to
deriving principles from an examination of the situation at hand (Loue, 2000).
‘Top-down’ approaches are represented, for example, by principlism and
communitarianism (Beauchamp & Childress, 1994). Principlism sets principles to
be applied in specific cases. Communitarianism is premised on several themes: the
need for a shared philosophical understanding with respect to communal goals and
communal good, the need to integrate what is now fragmented ethical thought, and
the need to develop intersubjective bonds that are mutually constitutive of
individuals’ identities (Kuczewski, 1997). Both principlism and communitarianism
are limited in the recognition of various religious and cultural frameworks, which
seems to be essential for multicultural studies. Moreover, it is unclear whether the
universal governing principles are applicable to all immigrants and ethnic
minorities. On the contrary, “bottom-up” methods of ethical justification are
capable of incorporating the diversity of cultural contexts. Casuistry represents a
relevant example of the ‘bottom-up’ approach. Casuistry refers to a case-based
system of ethical analysis (Jonsen, 1995). Developing of principles from cases,
rather than the reverse, requires the utilization of real cases, rather than

hypothetical ones (Arras, 1991).

2.5. Summary

This chapter has highlighted definitional issues and relevant theoretical
perspectives explaining the factors promoting and impeding immigrant
entrepreneurship. Immigrant entrepreneurs were defined as business owners born

outside Norway (with both parents born abroad) who were involved into the
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activities characterised by economic innovation, organisation creation, and profit-
seeking in the market sector. The summary and critique of theoretical perspectives
relating to immigrant entrepreneurship (Table 9) has illustrated that no single
theoretical perspective should be widely used to explore the immigrant
entrepreneurship phenomenon. Finally, different theoretical perspectives on ethics
relevant for research on immigrant entrepreneurs have been introduced in this

chapter.

68



3 Methodology

“The selection of an appropriate research methodology can be understood as an
iterative process, where decisions made at an ontological level inform one’s
epistemological stance and similarly create the context in which research is
actually conducted” (Cope, 2005, p. 165). This section discusses the selected
philosophical position. Ontological, epistemological and methodological beliefs
and research methods are presented. The issues of sampling, data collection and

analysis, as well as ethical issues are discussed.

3.1. Philosophical issues

Research philosophy depends on the way a researcher thinks about the
development of knowledge. A distinction is widely made between positivism and
phenomenology. A continuum of possibilities is open for consideration between the
two extremes of pure positivism and pure phenomenology. Researchers’ belief
systems concerning ontology, epistemology and methodology are often referred to
as paradigms’. A paradigm is the starting point which shapes the nature of inquiry
and how it is practiced. Ontology answers the questions about what the nature of
the knowledge and reality are. Epistemology defines the relationships between the
inquirer and the known/knowable. Methodology depicts the possible ways to find
out the knowledge. Paradigms cannot be proven or disproven in any foundational
sense (Guba, 1990). Philosophical systems of beliefs relating to several paradigms

are summarised in Table 11.

7 Restricted by the frames of this thesis, I avoid further discussion of the definition of

“paradigm”. Kuhn (1962) uses this term in numerous ways (Maserman, 1988).
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Table 11. Philosophical systems of beliefs.

Positivism

Postpositivism

Critical Theory

Constructivism

| Epistemology | Ontology

Methodology

Realist- reality exists “out there” and is
driven by immutable natural laws and
mechanisms. Knowledge of these
entities, laws, and mechanisms is
conventionally summarized in the form
of time- and context-free
generalisations. Some of these latter
generalisations take the form of cause-
effect laws.

Critical realist — reality exists but
can never be fully apprehended. It
is driven by natural laws that can
be only incompletely understood.

Critical realist — see
postpositivism
ontology.

Relativist — multiple realities
exist in the form of multiple
mental constructions, socially
and experientially based, local
and specific, dependent for
their form and content on the
persons who hold them.

Dualist/objectivist — it is both possible

Modified objectivist — objectivity

Subjectivist — in the

Subjectivist — inquirer and

and essential for the inquirer to adopta | remains a regulatory ideal, but it sense that values inquired into are fused into a
distant, noninteractive posture. Values = can only be approximated, with mediate inquiry. single (monistic) entity.

and other biasing and confounding special emphasis placed on Findings are literally the
factors are thereby automatically external guardians such as the creation of the process of
excluded from influencing the critical tradition and the critical interaction between the two.
outcomes. community.

Experimental/manipulative — questions | Modified Dialogic, Hermeneutic, dialectic —

and/or hypotheses are stated in advance
in propositional form and subjected to
empirical tests (falsification) under
carefully controlled conditions.

experimental/manipulative —
emphasizes critical multiplism.
Addresses imbalances by doing
inquiry in more natural settings,
using more qualitative methods,
depending more on grounded
theory, and reintroducing

discovery into the inquiry process.

transformative —
eliminates false
consciousness and
energize and
facilitate
transformation.

individual constructions are
elicited and refined
hermeneutically, and
compared and contrasted
dialectically, with the aim of
generating one (or a few)
constructions on which there
is substantial consensus.

Adopted from Guba (1990).
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The key idea of positivism is that the social world exists externally, and that its
properties should be measured through objective methods. Constructivism assumes
that reality is not objective and exterior, but is socially constructed (Easterby-
Smith, Lowe, & Thorpe, 2008). On the continuum between pure positivism and
pure constructivism this study definitely gravitates to the positivist side. General
explanations for the immigrant entrepreneurship phenomenon provided in the
literature review section focus on external and objective factors. Independent and
value-free empirical tests described in Appendix A contributed sufficiently to the
knowledge about immigrant entrepreneurship. The research purpose, which is

theory testing, clearly appeals for positivistic methodology.

However, the author of this thesis does not belong to the radical positivistic
tradition. This thesis is rather inspired by postpositivism. Postpositivism is best
characterised as a modified version of positivism. While modest in asserting what
can be known with any certainty, postpositivists do assert that it is possible, using
empirical evidence, to choose between rival hypotheses (Patton, 2002).
Ontologically, postpositivism recognises that, although a real world driven by
natural causes exist, it is impossible for a researcher to fully apprehend it. The
epistemological view-point of the author of this thesis differs from the pure
positivist epistemology. It is assumed that objectivity is a “regulatory ideal” and
that it cannot be achieved in any absolute sense. An attempt to achieve the ideal of
objectivity reasonably closely has been made in this thesis. It may be possible if a
researcher remains as neutral as possible and relies on “critical tradition” (Guba,
1990). That requires the present papers to be consistent with the existing scholarly
tradition of the field. It also implies that every paper is subjected to the judgment of
peers in the scientific community. Methodologically, postpositivism (unlike radical
positivism) appeals for use of multiple data sources and research methods. In line
with this position, multiple levels of analysis, as well as quantitative and qualitative

methods have been employed in the present papers.
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Burrell and Morgan’s (1979) paradigmatic framework may help to depict the
alternative methodological views. In this framework two continuums (objectivist-
subjectivist and radical-regulation) are introduced. Objectivists are portrayed as
viewing the social world as if it were a hard, external, objective reality, whilst
subjectivists are interested in an individual’s unique experiences. Researchers
following a radical tradition are concerned with radical change, structural conflict
and contradiction as characterizing modern society, whilst a regulatory tradition
emphasize the underlying unity and cohesiveness of society. Interacting with each
other, these dimensions relate to the functionalists, interpretivist, radical humanist,
and radical structuralist paradigms. The present study is rooted in the sociology of
regulation and approaches its subject matter from an objectivist point of view. In
this project the functionalist paradigm is adopted as being “highly pragmatic in
orientation” (Burrell & Morgan, 1979, p. 26).

3.2. Research design

A research design is a description of choices relating to conceptualisation, research
method, defining population, sampling, operationalizations, observations, data
processing, analysis and applications (Babbie, 2004). This sub-section focuses on
the stages of research design. The general research purpose of this thesis is to
contribute to the knowledge about immigrant entrepreneurship in Norway. Such a
formulation of the research purpose reflects the descriptive dimension of the study.
On the other hand, description is not an aim in it self, but a background for deeper
understanding of the basic mechanisms affecting immigrant entrepreneurship. This

study also aims to test theories within a postpositivist tradition.

The choice of research methods is dictated by the focus and general purposes of
this study. Previously most entrepreneurship studies were exploratory (Paulin,
Coffey, & Spaulding, 1982). Low & MacMillan (1988), however, called for more

theory building and testing studies which should focus on explanation rather than
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solely description. Three of the four presented papers in this dissertation test
theoretically developed hypotheses within multivariate statistical frameworks. In

addition, ethical issues are discussed in the last paper.

3.2.1. Level and unit of analysis

Entrepreneurship researchers are concerned with fate of the individual
entrepreneur, the progress of the entire industry, or the impact of that industry on
society as a whole. Thus, researchers may focus upon the individual, group,
organization, industry, and society levels of analysis (Low & MacMillan, 1988).
Calls have been made for studies that explore issues from several levels of analysis

(Davidsson & Wiklund, 2001).

In the present articles in this thesis the individual, group and organizational (firm)
levels of analysis were selected. The individual and firm levels are micro-level
perspectives, whilst the group level is a meso-level perspective. Individual level of
analysis is essential in general entrepreneurship literature. On the other hand, group
level of analysis reflects the concern of immigrant and ethnic entrepreneurship
researches with effects that go beyond the individual level. For the purpose of
theory testing, it is important to recognise that the choice and definition of level of
analysis limits the appropriateness of the utilization of different theories and the
suitability of different conceptualizations of entrepreneurship. The relationships
between phenomena explored at different levels of analysis can guide resource

allocation decisions made by policy-makers (Low & MacMillan, 1988, p. 152).

The first paper focuses upon group-level data and explains intergroup differences
in self-employment rates. Here, the immigrant group is the unit of analysis. The
second paper exploring the survival of immigrant owned firms focuses upon the
firm as the unit of analysis. The third paper describing differences between

immigrants and their stay-at-home peers employs the individual as the unit of
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analysis. Finally, the ethical issue is the unit of analysis for the fourth paper

exploring ethical issuers in research on immigrant entrepreneurs.

3.2.2. Populations and sampling in the quantitative

studies

The first presented article explores self-employment rate differences between
several immigrant groups in Norway. Unpublished secondary information on self-
employment among first generation immigrants was requested from Statistics
Norway which is the central governmental statistical office. This information
enabled the researchers to conduct a group-level analysis relating to immigrant
entrepreneurs. At the time of data collection the total population (approximately
289,100 first generation immigrants) consisted of more than 196 immigrant
groups®. The 53 immigrant groups consisting of 100 or more individuals in
Norway with no missing data on the other variables chosen for the analysis were
selected. This sample consisted of 169,453 individuals (58.6% of the total
population of immigrants). Paper 1 in this thesis also explores data from two other
secondary sources of information: Hofstede’s measures of national culture, and

average educational attainment was acquired from the World Bank (2006).

Paper 2 in this thesis focuses on the survival of native and immigrant owned firms.
Quantitative information relating to this issue is not published in secondary data
sources. Primary information on the sample of newly established firms had to be
collected. The act of entering the Norwegian Central Coordinating Register for
Legal Entities was used in order to identify a new business entry. In 2002, when

the data were collected, 41,529 firms were registered in the Register. The sample

¥ Exact numbers are not available from Statistics Norway because the immigrant groups

represented by less than 3 individuals are excluded from the database.
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included all 3,121 new businesses registered during weeks 21-24 in 2002 which

chose one of the four most popular legal forms.

Paper 3 in this thesis suggested that immigrants may be pre-selected with respect to
entrepreneurial characteristics as compared to their stay-at-home peers. Testing this
hypothesis required data on representative samples of Russian immigrants in
Norway and residents of Russian Federation. An electronic version of the Yellow
Pages was scanned looking for Russian-like first names. Phonetic analysis of
immigrants’ first names and/or surnames have previously been applied in other
countries (Bruder, Neuberger, & Rathke-Doepner, 2007; Chaganti, Watts,
Chaganti, & Zimmermann, 2008; Dassler, Seaman, Bent, Lamb, & Mateer, 2007;
Kasdan, 1965; Light, Sabagh, Bozorgmehr, & Dermartirosian, 1994; Min &
Bozorgmehr, 2000; Shin & Yu, 1984; Shinnar & Cheri, 2008; Smallbone, Ram,
Deakins, & Baldock, 2003). The population of first-generation immigrants from
Russia in 2007 consisted of 11,338 individuals ("Statistics Norway", 2007).

First names are assumed to be randomly distributed among immigrants. Totally 53
first names that are popular in Russia but extremely rare in Norway were selected.
The Norwegian Yellow Pages contain information on name, address and telephone
numbers of the users. Among more than 6000 relevant records (see Figure 10)
identified in the catalogue, only 1965 records contained full and apparently
credible information (the cases when, for example, a boat was given as an address
were excluded). The sample was stratified with respect to the spatial distribution
and gender balance of respondents (in accordance with official statistical data on
distribution of Russian immigrants across the seven geographical regions of
Norway). 629 questionnaires were returned by non-Russian speakers or the Postal
Service which failed to deliver the mail. The valid sample included 1336

respondents.
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Relevant Questionnaires Questionnaires Immigrant
records .| sentout .| returned .| from
identified in | (1965) (543) | Russia
Yellow Pages (400)
(about 6073)
Apparently Incorrectly identified respondents: Immigrants from:
incorrect - Non-Russian speakers (120) - Ukraine (42)
address and - Incorrect address/name (488) - Estonia, Latvia,
duplicate Non-respondents (793) Lithuania (45)
cases (4108 ) Returned and not completed (21) - Belarus (10)
- Other (40)

Figure 10. Postal survey of Russian immigrants in Norway.

3.2.3. Case selection for the qualitative study

Paper 4 in this thesis explores qualitative data resulting from five telephone
interviews with experts in the field of immigrant entrepreneurship. The population
of the experts was identified through the systematic review of the articles on
immigrant entrepreneurship published in the international peer-reviewed journals.
These articles were identified in ISI Web of Science and ProQuest databases using
relevant keywords. The sampling adequacy was improved by the application of
formal criteria when choosing the respondents. Twenty authors (all cited at least
three times) were initially contacted through e-mail and five of them later agreed to

be interviewed. The valid respondents were from the United States (2 cases), the

Netherlands (2 cases) and Australia (1 case).
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3.2.4. Use of secondary data

Paper 1 in this thesis explores data from two secondary sources of information.
Hofstede’s measures of national culture were downloaded for 53 countries from
www.geert-hofstede.com (downloaded November 1% 2005). The data on IBM
employees were collected between 1967 and 1973 in two survey rounds. More than
116,000 questionnaires from 72 countries were analysed. Statistical methods of
eclectic, correlation and factor analysis of values revealed four dimensions of
culture used in Paper 1. The dimension of power distance refers to the acceptance
of inequality. National culture reflects the level of power distance that is accepted
by both the most and the less powerful members of the society and that is
supported by the social environment. Individualism stands for a society in which
the ties between individuals are loose. Masculinity stands for a society in which
social gender roles are clearly distinct: men are supposed to be assertive, tough,
and focused on material success; women are supposed to be more modest, tender,
and concerned with the quality of life. Uncertainty avoidance is “the extent to
which the members of a culture feel threatened by uncertain or unknown

situations” (Hofstede, 2001, p. 161).

Information regarding the average educational attainment in different countries was
acquired from the World Bank (2006). The average years of school among adults
in the country of origin in year 2000 was applied as a measure of home-country
educational attainment of immigrants. The Barro-Lee dataset was utilised (Barro &
Lee, 2000). This dataset includes complete data on 109 countries with regard to

educational attainment.

In Paper 3, Russian immigrants were compared to their stay-at-home peers. Data
on Russian non-migrants came from the Global Entrepreneurship Monitor (GEM)
database for 2008. The survey was based on the nationwide, multi-stage, stratified
and probability gross sample that represents the adult population in age over

sixteen. On the first stage urban settlements and rural administrative districts were
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selected as primary sampling units. The nationwide sample was stratified with
respect to the seven large geographical macro regions and six types of rural
districts and urban settlements. All cities over 500,000 inhabitants were included in
the sample as self-representative units. Urban settlements and rural districts were
considered as primary sample units (PSUs). In each stratum (except strata of cities
over 500,000 and cities over 1,000,000) the number of PSUs was calculated with
the limitation of 10-12 interviews per PSU and the PSUs as well were selected with
the probability proportionally to the size (PPS). The total number of interviews
accounted for a stratum was distributed approximately equally among selected
PSUs. Totally 154 PSUs were selected including 110 urban and 44 rural sampling
points. On the second stage the secondary sampling units (SSU) were selected from
the lists of streets in urban settlements and localities in rural districts. In the cities
of more then 500,000 inhabitants the number of surveyed SSUs was between 6 and
8 interviews per SSU. 21 SSUs were selected In Moscow, 10 SSUs - in S-
Petersburg. In the middle-sized and small cities and rural districts 2-3 SSUs were
randomly selected from the list of all potential sampling points (streets and
localities). Totally 270 secondary sample points were selected. On the third stage
the households are selected by a random route method. If members of a household
refused to participate in the survey, or were not available after 3 visits, the
interviewer had to visit the next door address. Total population consisted of 116507
individuals and a sample of 2000 individuals was interviewed. The response rate

was about 40%.

Paper 4 aims to identify ethical issues with regard to research on immigrants. For
this purpose relevant empirical studies considering the ethical issues in medicine,
psychology, sociology, anthropology and marketing were identified. The electronic
databases ISI (Web of Science) and ProQuest were systematically searched for the
peer-reviewed articles which focused on ethical issues of research on immigrants

and ethnic minorities. The articles which considered relevant issues as a part of
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methodology were also regarded as relevant. The search resulted in twenty-five

relevant articles.

3.2.5. Operationalization of variables and

guestionnaire design

A concept may be measured using single or multiple indicators. Multiple item
scales provide a means of overcoming the measurement errors associated with each
variable. Multiple indicators may represent the various aspects of a concept better
than a single indicator (Hair, Black, Babin, Anderson, & Tatham, 2006). However,
single item scales are easer to implement and interpret. Both types of scales are
used in the presented papers. In order to insure face validity of the studies, well
established definitions of the concepts were used whenever possible. The concepts
(and relevant measures) of national culture, general human capital and specific
human capital are well developed in the literature. In the same vein, a multinational
consortium of researchers has generally agreed on the concepts of early stage
entrepreneurial activity and its measures. The division between business
characteristics and human capital in relationships with business survival, peer
affiliation and confidence in entrepreneurial skills were, on the contrary,
operationalized in a novel way. Thus the face validity of this concept may be

disputed.

The concept of national culture (Paper 1) is measured by four indexes. The index
used to measure the power distance (PDI) was derived from country mean scores
on three survey questions regarding perceptions of subordinates’ actual decision-
making styles, and the decision-making style that subordinates preferred in their
bosses. The Individualism Index (IDV) and the Masculinity Index (MAS) is a
result of factor analysis of the answers on 14 questions related to working goals.
The Uncertainty Avoidance Index (UAI) was derived from country mean scores on
the survey questions dealing with rule orientation, employment stability and stress
(Hofstede, 2001). The criterion-related validity of the concept of national culture is
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well established through independent tests (Hofstede, 2001). General human
capital in this paper was measured as average years of school among adults in a
country. Average schooling is often used as a proxy for human capital (Chen,

2004; Foldvari & Leeuwen, 2005).

In Paper 2 the concept of human capital was measured using indicators of the two
most important components of general human capital (education and work
experience) and one indicator of specific human capital (business ownership
experience). The criterion-related validity of the concept of specific
(entrepreneurship related) human capital has previously been established through
independent tests (Shane, 2004). In this paper business characteristics included the
presence of founding team, initial financial capital and location. A summated scale
was used to measure perceived novelty of a business. This method was adopted
from GEM study (Reynolds, 2002). The respondents were asked to rate
agreement/disagreement with three statements using 7-point Likert scale:
customers experience products/services as new and unknown, few or no competing
businesses offer similar products/services, and product/service technology is not

easy accessible (Cronbach’s alpha = 0.75).

No multiple item scales was applied in Paper 3 because the relationships between
indicators and constructs have not been explored in previous studies to the extent
which enables the construction of multiple scales. Operationalization of the

theoretical concepts explored in the presented quantitative papers is exhibited in

Table 12.
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Table 12. Concepts and variables used in the quantitative papers.

Concept Variable Measure
National Power Distance Four relevant indexes from Hofstede
culture (2001)
Individualism
Masculinity
5
z Uncertainty
A~ Avoidance
General National level of | Average years of school among adults in
human education a country in year 2000 (Barro & Lee,
capital 2000).
Human Work experience | Number of years of work experience
Capital
High education Educational attainment at least 4 years at
university
Business The founders reported at the initial survey
ownership to either currently or previously own and
experience manage another business(es)
Business Founding team Businesses started by two or more
characteri- partners
o | Stics
5 Perceived novelty | A summated scale (3 questions) adopted
§ from Reynolds (2002)

Initial financial
capital

The total of loans and equity

Location

Rural (<10,000 people), Mid-size area
(>10,000, < 100,001), Urban (>100,001
people)
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Concept Variable Measure
Early stage | Currently trying | Answering positively at the following
entrepre- to start a business = question: “Are you currently trying to
neurial start a new business, including any type of
activity self-employment?”
Expecting to start | Answering positively to the following
a business within = question: “Are you expecting to start a
the next three new business, including any type of self-
years employment or selling any goods or
services to others within the next three
years?”
Specific Previous business | Answering positively to the following
human ownership question: “Have you, in the past 12
capital experience months, sold, shut down, discontinued or
quit a business you owned and managed?”
D Business start up | Answering positively to the following
2 experience question: “Have you ever started a
& business in the past that you owned and
managed?”’
Confidence = Knowledge, Answering positively to the following
of entrepre- | skills and question: “Have you the knowledge, skills
neurial experience and experience required to start a new
skills required to start a | business?”
new business
Fear of failure Answering negatively to the following
question: “Do you agree that a fear of
failure would prevent you from starting a
business?”
Specific Personally Answering positively to the following
peer knowing an question: “Do you personally know
affiliation entrepreneur anyone who stared a business in the past

two years?”

Note: Control variables are not included in this table.
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Initial postal survey for Paper 2 was based on the Norwegian-language
questionnaire consisting of eight parts. These parts were related to the process of
business founding, subjective norms and attitudes, beliefs in own competence,
business growth intentions, conditions regarding the external environment,
financing, the product/service, and personal background. This questionnaire was
designed for somewhat larger survey and not all the questions were used in the

present study (see Appendix B).

Data for Paper 3 were collected using a questionnaire containing three blocks of
questions (see Appendix C). The first block included questions on demographic
variables which were developed in accordance to GEM methodology or in such a
way, that later harmonisation was possible. Questions on migration mode and
period, duration of residence in Norway, settlement intentions, home country,
citizenship and nationality were also included here. The second block included
selected GEM questions on entrepreneurial intentions and experience. The last
block consisted of GEM questions which are not analysed within the frames of this
thesis and intended to be applied in further research. The confidentiality was

guarantied to the respondents in attempt to reduce a subject bias.

3.2.6. Data collection: the postal surveys

In the first round of data collection for Paper 2 the postal survey method was
applied. The questionnaires were mailed in four rounds to 3,121 businesses
registered in the Norwegian Central Coordinating Register for Legal Entities in
weeks 21-24. A reminder with a new copy of the questionnaire was posted in four
rounds three weeks after the initial mailings. The sample frame was reduced
because 126 questionnaires were returned due to the unreachable address. In total
1,048 valid responses were received, giving a response rate of 35%. Further details

on the data collection have previously been reported by Isaksen (2006).
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Paper 3 also utilises data from a postal survey. A self-administered questionnaire
was mailed to the respondents in two waves. Two hundred questionnaires were
mailed in March 2008 (pilot survey) and 1,765 in May 2008 (main survey). In
order to reduce the effect of subject error, data on immigrants in Norway and
residents of Russia were collected simultaneously. In this way the probability that,

for example, summer vacations will disturb the results was minimised.

The letter included the questionnaire (size A3, double sided print, including cover
page) and a pre-paid return envelope. Nineteen days after the initial sending, a
follow-up questionnaire was sent to non-respondents. As it is often recommended
(Babbie, 2004, p. 260) a return time was recorded and the return graph was plotted
(Figure 11). The number of responses peaked at the fourth day and then decreased
gradually.
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Figure 11. Return graph for the postal survey.

A large number of envelopes were returned unopened by the Postal Service and
never reached the target because the address was incorrect or the person had
moved. These people were excluded from the sample frame and the total number of

people in the sampling frame was revised’. Given that 684 questionnaires (of

® The same balance between the number of responses and the number of questionnaires
returned due to the changed address was recently reported in another study employing

similar sampling method (Khoo, Hugo, & McDonald, 2008).
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totally 1,477 that apparently reached the respondents) were returned, the response
rate was 46.3%. However, 120 responses came from non-Russian speakers and 21
questionnaires were not complete. Thus, the completion rate (ratio of usable
questionnaires to the amount sent out) reached 36.8%, which is within the frames

of normality for comparable surveys.

The proportion of correctly identified respondents and response rates varied
significantly between genders and names. The response and completion rates
among females were significantly higher that among males. The relatively large
number of questionnaires returned by the Norwegian Postal System is the main
reason why fewer responses came from men than from women. Some first names
provided better response than others. The first names were effective in identifying
Russian speaking immigrants when they were a) seldom used in other countries
than Russia and b) spelled as it is recommended by the authorities of the Russian
Federation for passports. Some response bias was revealed when comparing
location of valid respondents to location of non-respondents (Table 13).
Respondents from Western Norway, Northern Norway and Trendelag were
overrepresented. In the analysis, the cases were weighted in order to take this bias

into account.
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Table 13. Spatial distribution of valid respondents and non-respondents.

Region Non-respondents Respondents Chi-Square
n % n %

Oslo and 200 (182) @ 25.6 109 (128) | 199

Akerhus

Hedmark and | 40 (50) 5.1 25 (35) 4.6

Oppland

South Eastern | 108 (113) | 13.8 65 (79) 11.9

Norway

Agder and 118 (125) | 15.1 72 (87) 13.1 «

Rogaland 14.811

Western 86 (97) 11.0 83 (68) 15.1

Norway

Trendelag 65 (58) 8.3 50 (40) 9.1

Northern 165 (158) | 21.1 144 (111) | 26.3

Norway

Sum 782 100 548 100

Significance (2-sided): * p < 0.05; Expected counts are given in brackets.

In order to further investigate the non-response bias, 280 out of 729"’ valid non-
respondents were randomly selected and an attempt to contact them via telephone
was made. It resulted in 64 interviews. Table 14 shows the results of comparison

between mail survey respondents and non-respondents interviewed.

' The presented numbers are valid for the moment when telephone interviews were

conducted and may be different from the numbers presented in other tests.
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Table 14. Comparing postal survey respondents to interviewed non-respondents.

. Non- Chi-Square
Main survey
respondents 1.~esp0n.dents
interviewed
n % n %
Region
Oslo and Akerhus 109  20.1 |14 21.9
Hedmark and Oppland 24 4.4 3 4.7
South Eastern Norway 65 120 ' 5 7.8
Agder and Rogaland 70 129 |10 15.6 1.809
Western Norway 83 153 8 12.5
Trendelag 49 9.0 7 10.9
Northern Norway 143 263 17 26.6
Sum | 543 100 | 64 100
Gender
Male 101 18.6 | 22 34.4
Female 442 814 42 65.6 8.817%**

Sum | 543 100 64 100

Intention to start a business

No 362 67.2 | 44 68.8

Yes 89 16.5 18 28.1

Do not know / refuse to 88 16.3 | 2 3.1 11.049%**
answer

Sum | 539 100 64 100

Business ownership experience

No 419 774 38 59.4

Yes 118 ' 21.8 25 39.1

Do not know / refuse to 4 0.7 1 1,6 10.150%**
answer

Sum | 541 100 64 100

Significance (2-sided): * p <0.1, ** p <0.05, *** p <0.01.

No statistically significant differences were found between respondents and non-

respondents regarding age (t-stat. test: p=0.121). No differences regarding location

were detected between mail survey respondents and non-respondents who agreed

to be interviewed over telephone. Gender distribution was more skewed among

respondents than among non-respondents. A bias related to the gender does not
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allow treating immigrants as a homogenous group. Instead, male and female
respondents were analysed separately in Paper 3. Non-respondents appeared to be
significantly more likely to report entrepreneurial intentions and previous business
ownership experience. This difference may be at least partly explained by the fact
that telephone interviews provided less “don’t know/refuse to answer” responses as
compared to the mail survey. Since non-respondents are even more
“entrepreneurial” than respondents, this response bias does not jeopardize the
hypotheses on positive selection of immigrants with respect to entrepreneurial

characteristics.

3.2.7. Data collection: the telephone interviews

Paper 2 relies on longitudinal data. Information on newly established firms in 2002
came from the postal survey, whilst the respondents were telephoned in 2004 and
2006. With regard to the telephone interviews in 2004, the survey agency
attempted to reach 980 of the 1,048 respondents that completed the postal
questionnaire. The initial sample was reduced due to that 29 businesses had been
de-registered from the business register, 6 businesses had more than 50% missing
data and the interviewers were not able to reach 33 respondents due to that the
contact persons were not listed in any available telephone directory. Among the
980 respondents, 275 were inaccessible and 54 refused to participate. Hence, the
follow-up data were collected from 651 businesses, among these, 557 reported that

they were still in operation in 2004.

Concerning the follow-up interviews in March 2006, the survey agency attempted
to telephone 501 of the 557 businesses that reported to be in operation in 2004. The
sample was reduced because 18 of the respondents reported in 2004 that they were
not owners of the businesses. Further, 38 businesses had been de-registered from
the business register during the time between the first and the second follow-up
interview. Among the 501 respondents, 173 were inaccessible, 15 refused to

participate and 7 were not in the target group. With respect to the 306 businesses
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that participated, 251 reported that they were still in operation in 2006. In total this
sums up to 216 non-surviving businesses and 251 surviving businesses. However,
the sample was further reduced removing respondents that in 2002 reported that:
(1) they neither alone nor together with partners were responsible for the business
founding, (2) the businesses were subsidiaries of another business, and (3) the
businesses were neither started from scratch or acquisitive entries. In addition,
businesses were removed from the sample if respondents in 2004 or in 2006
reported not to be owners of the businesses. Further, individuals that reported that
they were not born in Norway and also reported that their father or mother was
born in Norway were not included in the sample. Finally, responses with missing
values on categorical variables used in this study were also removed. These
requirements reduced the final sample to 389 businesses (184 non-surviving and
205 surviving businesses in 2006). Responses with missing values concerning
metric variables were not removed since imputations techniques (EM-imputation)

were utilized in order to maintain the sample size for the multivariate analyses.

In order to check for possible response bias, t-tests and chi-square tests were
performed comparing the final sample with non-responses. Independent and
control variables as well as legal form and county were compared across the two
groups, and no differences were detected at the 0.05 level of statistical significance.
Hence, the tests give no reason to suspect that the final sample is unrepresentative

relating to the sampling frame (Isaksen, 2006).

For Paper 4, five in-depth semi-structured interviews were conducted via telephone
in January — February 2007. The respondents were asked about their perception of
ethical issues and the way they cope with the relevant moral dilemmas. The semi-
structured interview guide was developed based on the review of the existing
articles. The semi-structured interview guide insured both flexibility and content
stability of the interviews. Each interview started with an introduction. The
background and purposes of the study were explained. The subjects discussed with
respondents related to the respondent’s experience with data collection among
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immigrants, the issue of vulnerability, cross-cultural research, informed consent,
the role of community, language and publishing research results. The respondents
were encouraged to discuss any ethical issues they considered to be relevant. Steps
were undertaken in order to insure the credibility of Paper 4. An attempt to achieve
a situational equality or closeness between interviewer and interviewees was made.
Belonging to the same research tradition and focusing on the same subject the
author of this thesis and the colleagues interviewed exchanged information in a

relatively informal and direct way.

3.2.8. Data processing and analysis

Attention has been paid to coding, systematising, storing and processing of data.
All unpublished official statistics (Paper 1) and survey data (Papers 2 and 3) are
stored in SPSS files. Original data are preserved wherever possible. The
requirements from the Norwegian authorities obligated the author to destroy initial
questionnaires for Paper 3 and to delete any links which may be used to trace the
respondents after the data were aggregated and made anonymous. The interviews
(Paper 4) which lasted for between 10 and 40 minutes were MD-recorded and then

transcribed.

Correlation matrixes provided preliminary insight into the relationships between
variables in papers 1 and 2. When the differences between 53 immigrant groups
were in focus (Paper 1), hierarchical multiple regression was applied. Investigating
the differences in survival between immigrant- and native owned businesses (Paper
2) required application of stepwise logistic regression. Similar approach was
utilised in Paper 3 investigating the differences between immigrants and their stay-

at-home peers.

The qualitative paper devoted to ethical aspects of research on immigrant
entrepreneurs required quite different analytical techniques. Context analysis of

literature and interview transcripts was conducted in order to explore the subject of
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interest. In contrast to the other papers, the purpose here was not a theory testing,
but identification of ethical issues. Pattern recognition is an important ability
relating to the qualitative thematic analysis (Patton, 2002). The analysis of data
involved the use of sensitizing concepts such as ‘ethical dilemma’ and
‘vulnerability’. Sensitizing concepts give the researcher a general sense of
reference and provide directions along which to look (Blumer, 1969). The next
stage in the analysis was aimed at constructing a typology of ethical issues related
to research on immigrant entrepreneurship. The analyst-constructed (Patton, 2002)

type of typology was presented.

3.2.9. Ethical issues

Studying vulnerable populations and diverse cultures with distinctive definitions of
what is ethical, researchers confront dilemmas that cannot be easily resolved with
guidance from existing ethical principles and guidelines (Birman, 2006). However,
some guidelines pay attention to multicultural aspects of research ethics. This
thesis was developed in accordance with the general ethical principles declared by
the Norwegian National Committee for Research FEthics (NESH, 2001).
Recommendations of the Committee correspond to the author’s moral obligations

with respect to the local society and the nearest academic colleagues.

Some ethical norms formulated in the Guidelines are also laid down in legislation,
so that research ethics and legislation overlap. This study was carried out according
to paragraph 13e of the Public Administration Act with regard to the duty of
secrecy. Statistical data presented in this thesis and in the respective articles are
restricted to the relatively large immigrant groups without contextualising them
within a particular industry or region of Norway. The researcher paid attention to
the requirements from the Norwegian Data Inspectorate considering systematic
storing of personal information. Since the articles included into this thesis are
based upon sensitive data, the processing and storing of information received from

Statistics Norway was organised in a way protecting the information. The project
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has formally been approved by Personvernombudet for Forskning, Norsk
Samfunnsvitenskapelig Datatjeneste AS. The author of this thesis felt responsible
for supplying properly contextualized and statistically balanced data on immigrant
entrepreneurs to the media. An attempt to present the diversity as a value, rather

than an undesired gap between people of different origins was made.

3.3. Summary

This section of the thesis provides an insight into the author’s philosophical
position. On the most general level the author of this thesis adapted a postpositivist
paradigm. Further, the research design is depicted in this section as a result of
interaction between research purposes, questions, and the author’ methodological
stance. Individual and group levels of analysis, use of individual immigrants and
their ventures as units of analysis, exploitation of primary and secondary sources of
data and the choice of the applied statistical techniques are justified in this section.

Finally, ethical issues taken into account in this thesis are described.
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4 Research Papers: summary

4.1. Overview of research papers

The following four articles are included in this thesis:

1) Vinogradov, E., & Kolvereid, L. (2007). Cultural background, human capital
and self-employment rates among immigrants in Norway. Entrepreneurship
and Regional Development, 19(4), 359-376.

2) Vinogradov, E., & Isaksen, E. (2008). Survival of new firms owned by natives
and immigrants in Norway. Journal of Developmental Entrepreneurship,
13(1), 21-38.

3) Vinogradov, E., & Gabelko, M. Entrepreneurship among Russian immigrants in
Norway and their stay-at-home peers. This paper is under review (1* round) in
International Migration. An earlier version was presented at the ESU

Conference on entreprencurship, 22™ to 26™ August 2008, Bode, Norway.

4) Vinogradov, E. Ethical aspects of research on ethnic/immigrant
entrepreneurship. This paper is under review (2" round) in The International

Journal of Entrepreneurial Behaviour & Research.

The main features of the papers included into this thesis are briefly summarised in

Table 15.
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Table 15. The main features of the papers included into this thesis

#  Paper Research question(s) Theoretical D = o ., Datasources Method of
perspective(s) ° 2 <= '2 | B2 andsample analysis
S g % Té: = Té: characteristics
€ A P&
Cultural Does the immigrants’ Aggregative Census data for = Hierarchica
background, home country national psychological 2 53 immigrant I multiple
human capital culture and educational trait approach, g % groups in regression
and self- attainment influence the cultural thesis 2 &b Norway, year analysis
employment self-employment rates and human g = g 2004.
rates among among first-generation capital theory g g =) )
immigrants in immigrants in Norway? S5 2 g
Norway. o2 O =
Survival of new | Are there any differences = Human capital .g Interview/posta | Chi-square
firms owned by | in survival rates between | theory. Venture’s | 3 | survey of and logistic
natives and native- and immigrant start-up B g o businesses regression
immigrants in owned forms? Do human | characteristics as ED % g established by | analysis
Norway. capital and business start- | predictors of firm g = ‘2 5 22 immigrants
up characteristics explain | survival 2 § ; % and 367
these differences? g "g O &  natives.
S 5 iz £ | Contacted in
S | 5 @ 5§ 2002 and 2006.
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#  Paper Research question(s) Theoretical N B, ., Datasources Method of
perspective(s) © 5 S22 S°'Z2 andsample analysis
v @ S 2 =2 o qs
o 3 S ES characteristics
S A& ==
3 | Entrepreneurship = Are Russian immigrants | Human capital = Postal survey Chi-square
among Russian in Norway different from | theory, individual g g of Russian and logistic
immigrants in their stay-at-home peers characteristics b= B § immigrants in | regression
Norway and with respect to their and selective § 2 35 g Norway + analysis
their stay-at- entrepreneurial intentions | migration. g %’ % z GEM data for
. = =t o] .
____home peers. and experiences? oS5 = o Russia
4 | Ethical aspects What are the ethical Ethical pluralism, ® Literature -
of research on issues regarding research | discourse ethics. = review + 5 in-
ethnic/immigrant | on ethnic/immigrant 8 depth
entrepreneurship. | entrepreneurship? How to § interviews with
address these issues? =4 . . experts.
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4.2. Paper 1. Cultural background, human
capital and self-employment rates among

immigrants in Norway

4.2.1. Introduction

There is a debate in the literature regarding the explanation for the variations in the
level of entrepreneurial activity between different groups of immigrants. In a
number of countries the same groups of immigrants have levels of self-
employment exceeding the national average. The purpose of this paper was to
investigate the relationships between national culture, the average educational
attainment and self-employment among immigrants in Norway. The following
research question was in focus: Does immigrants’ home country national culture
and educational attainment influence the self-employment rates among first

generation immigrants in Norway?

Cultural thesis and human capital theory guided this study. National culture and
educational attainment were chosen among other relevant factors because they are
stable in time and not related to fluctuations in the host country environment. Thus,
it was argued that these factors may explain why the same groups of immigrants
have levels of self-employment exceeding the national average in different
countries and at different periods of time. Aggregative psychological trait approach

within cultural perspective on of immigrant entrepreneurship was adopted.

In this paper culture was defined as “the collective programming of the mind which
distinguishes the members of one group or category of people from another”
(Hofstede, 1997, p. 5). General human capital, measured in this paper as years of
completed education, relates to factors expected to increase the individual’s

productivity for a wide range of work-related activities (Becker, 1993).
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To the present authors’ knowledge, no previous study has so far used quantitative
data on national culture to predict intergroup differences in self-employment rates
among immigrants to a country. Testing the relationships between education and
self-employment rate on the group level in the Norwegian context represents

another contribution of this study.

4.2.2. Theoretical framework and hypotheses

Several important theoretical perspectives may help to explain the intergroup
differences in self-employment. At the societal level structural barriers (often
discrimination) can prevent particular groups of immigrants and ethnic minorities
from competing with the native born on an equal basis in the mainstream economy
(Zhou, 2004). Legal restrictions which discriminate particular ethnic groups,
provide a base for the middleman minority theory (Bonacich, 1973). According to
this theory, groups which are restricted in their economic and juridical rights are
forced into self-employment. Intragroup solidarity, practicing of original traditions,
monoethnic marriages, and the use of home-land language characterise middleman
minorities. Geographical concentration of a considerable number of immigrants of
the same origin, which leads to protected market and access to co-ethnic labour,
have traditionally been used to explain high self-employment rates among

particular groups of migrants (Evans, 1989; Zhou, 1992).

At the group level, the phenomenon of immigrant entrepreneurship is associated
with group-specific cultural values, behavioural patterns, distinct group traits,
social structures, collective resources, and coping strategies (Zhou, 2004). Light’s
cultural theory (1972) states that some groups of immigrants are more predisposed
to entrepreneurship then others due to their sociocultural background. At the
individual level, education, gender and duration of residence in the country are
found to influence the propensity for entrepreneurship among immigrants

(Hammarstedt, 2001, 2004, 2006).
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It is generally argued that cultural (e.g. Hayton, George, & Zahra, 2002) and
economic factors (e.g. Reynolds, Storey, & Westhead, 1994), as well as the
interaction between them (Baughn & Neupert, 2003), determine the level of self-
employment in a country. However, comparing countries is not an easy task
because of the vast variety of economic, political and historical factors which also
have an impact on the rate of self-employment. Due to the influence of the country-
specific economic conditions comparing entrepreneurs in several countries is a
complicated way of assessing the direct effect of national culture. After migration
to one particular country, individuals belonging to different cultures face the same
economic conditions. The environmental conditions are then controlled for, while
the group differences, including culture and educational characteristics, possibly

will explain differences in self-employment rates.

Four hypotheses regarding relationships between national culture and immigrant
self-employment were formulated. Hierarchical social structures are more likely to
exist in high-PDI countries (Hofstede 2001). Consequently, one can speculate that
people from nations scoring higher on power distance can be expected to be more
satisfied with a fixed place within large and stable hierarchical organizations, than
with managing a small business (Shane 1992, 1993; Wildeman et al. 1998). Thus,
the following hypothesis was developed:

H1. Controlling for relevant factors, home country power distance (PDI) is

negatively associated with self-employment among immigrants.

A larger proportion of the population possesses psychological characteristics
associated with entrepreneurship in individualistic rather than collective societies
(Mueller and Thomas 2001). Such characteristics as the need for autonomy and
independence (Sexton and Bowman 1985) and internal locus of control (Brockhaus
and Horowitz 1985) are expected to be positively associated with entrepreneurial

behaviour. Based on these assertions, the following hypothesis was formulated:
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H2. Controlling for relevant factors, home country individuality (IDV) is positively

associated with self-employment among immigrants.

Masculinity is associated with achievement motivation in McClelland’s (1961)
terminology (Hofstede 2001). One may expect that people from masculine cultures
can satisfy their need for achievement more effectively through self-employment in
small business rather than through membership in large established organisation.

Therefore, the following hypothesis was presented:

H3. Controlling for relevant factors, home country masculinity (MAS) is positively

associated with self-employment among immigrants.

Uncertainty avoidance is expected to be negatively related to self-
employment, since individuals from nations with high uncertainty avoidance have
stronger emotional needs for rules and procedures, and is therefore likely to prefer
employment in established organizations (Shane 1993). The relevant hypothesis

was formulated in the following way:

H4. Controlling for relevant factors, home country uncertainty avoidance (UAI) is

negatively associated with self-employment among immigrants.

In line with the human capital theory, education (as a proxy of general human
capital), will increase immigrants’ chances to identify and successfully exploit
entrepreneurial opportunities. Immigrants with higher human capital endowment
may learn more effectively about the Norwegian legislation, business procedures,
and language, which is essential for venture establishment. Moreover, judged by
the level of formal education, well-educated persons have higher chances to gain
trust from authorities, banks, suppliers and other native Norwegian stakeholders.
Non-recognition of foreign educational degrees may additionally push well-
educated immigrants to self-employment. Thus, the following hypothesis was

formulated:
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HS. Controlling for relevant factors, home country educational attainment is

positively associated with self-employment among immigrants.

4.2.3. Method

In order to test the hypotheses, secondary data on self-employment, gender
balances, populations, and spatial distributions from multiple immigrant groups
from the Statistics Norway for year 2004 were used. The latest data on Hofstede’s
measures of national culture was downloaded for 53 countries from www.geert-
hofstede.com (downloaded November 1% 2005). The data on average educational
attainment was acquired from the World Bank (2006). The applied measure of self-
employment is the proportion of self-employed from each country among all
immigrants from the country aged 16 to 74 years. Gender, duration of residence,
group size and concentration rate were used as control variables. The analysis was
based on descriptive statistics, correlations between factors and hierarchical

multiple regression analysis.

4.2.4. Key findings and conclusions

As confirmed by the regression analysis, power distance has a significant impact
on the immigrant group’s level of self-employment (Hypothesis 1 supported). The
other cultural factors were also correlated with the self-employment rate in the
expected direction, but they failed to have a significant effect in the multiple
regressions (Hypotheses 2 to 4 not supported). Hypothesis 5 concerning the
positive relationship between education attainment and self-employment among
immigrants was strongly supported. One can speculate that entering into self-
employment in a new country of residence requires intensive learning. Thus,
people from countries with high average educational levels, who may learn
language, formal rules, and new business procedures more effectively, are more
likely to start a business and become self-employed. Supporting the blocked

mobility thesis, this effect can be magnified by non-recognition of degrees acquired
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outside Norway, which additionally pushes highly educated immigrants into self-
employment. Another plausible explanation for the positive relationships between
home country education and group’s self-employment rate concerns the
perceptions of Norwegian banks, suppliers, and other stakeholders. Better educated
immigrants may gain more trust from natives, which is important for establishing

and conducting business outside the ethnic economy.

This study has several practical implications. Policy makers should keep in mind
that immigrants from some nations are more predisposed for self-employment
because of their cultural background. At the same time, people from some nations
are more endowed with general human capital in a form of education that improves
their ability to start business in their new host country. Government programmes
should take these differences into consideration when designing support systems
for immigrant entrepreneurs. Improving the educational attainment of
undereducated immigrants should be considered as a primary instrument of

attracting such immigrants to self-employment.

The research design of this study has its limitations. Some immigrants may not
belong to the dominant culture in their home country. There is also a chance that
people who migrate can differ from those who decide to stay with regard to their
perceptions of culture or educational level. There is, therefore, need for more
individual level studies on relationships between national culture, human capital

and immigrant entrepreneurship.
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4.3. Paper 2. Survival of new firms owned

by natives and immigrants in Norway

4.3.1. Introduction

The scarce evidence from other parts of the world have revealed differences in
survival rates between the ventures started and owned by immigrants and those
established by natives. However, survival rate of immigrant-owned businesses
remains the least studied area compared to, for example, the immigrants’ rate of
business participation. This study seeks to contribute to this knowledge gap. The
purpose of this research is to explore if there are differences in survival rates and to
identify the specific problems hindering immigrant entrepreneurs on their way

towards the equal participation in the Norwegian economic life.

The factors that affect the survival chances of new enterprises include: (1)
individual characteristics of the founder, (2) attributes, structural characteristics,
and strategies of the new business itself, and (3) environmental characteristics
(Bruderl, Preisendorfer, and Ziegler, 1992). In this paper it is expected that venture
characteristics as well as personal characteristics of the founders will account for a
significant portion of intergroup differences in firms’ survival. In absence of large-
scale ethnic economies, environmental factors are, on contrary, not expected to

distinguish minority owned firms from the general population.

4.3.2. Theoretical framework and hypotheses

Since the survival rates of the firms initiated by immigrants and racial minorities
(except Asians) in other countries are observed to be lower compared to the native-
established firms, we expected that the same difference will be observed in

Norway. Thus our first hypothesis was formulated in the following way:
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H1. The four-year survival rate of new firms established by immigrants in Norway

is lower compared to survival rate of the firms established by natives.

Bruderl, Preisendorfer, and Ziegler (1992) argue that human capital may influence
the survival of ventures in several ways. First, greater human capital increases the
founder’s productivity, which results in higher profits enhancing business survival.
Second, indicators of general human capital, such as education, may be used as
screening devices by customers, investors, and other outside actors on whom the
survival of enterprise depends. Third, even prior to the business establishment,
people with higher human capital are in position to start larger and financially
better-equipped businesses because of their higher earnings as employees.
Moreover, through their broader employment experience such people are more
likely to identify the most lucrative entrepreneurial opportunities. Finally, persons
endowed with high human capital are rarely forced into self-employment by acute
need for an income and, therefore, have better time to develop detailed business

plans.

Bruderl & Preisendorfer (1998), Bruderl, Preisendorfer, and Ziegler (1992) and
Boden & Nucci (2000) found that owner’s longer employment experience was
positively associated both with the venture’s initial size and survival. On the other
hand, Bosma, van Praag, Thurik, and de Wit, (2004) found no significant
association between the variables discussed. Christopher (1998) reported the
significant positive effect of minority business owner’s employment experience on

business survival.

Business ownership experience is recognized to be the most relevant type of
specific human capital in the case of entrepreneurship (Bruderl, Preisendorfer, &
Ziegler, 1992). Actually starting a venture is probably the most effective way of
learning such specific entrepreneurial tasks as initial organizing, establishing of
relationships with key stakeholders, allocation of human resources, adjusting to

market changes, and facilitation of communication within the organization. It is
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therefore argued that owners with previous start-up and business ownership
experience should operate businesses with higher odds of survival (Shepherd,
Douglas, & Shanley, 2000). Summing up the theoretical suggestions about the role

of human capital, the following hypothesis has been developed:

H2. When controlling for human capital, survival rate of immigrant owned
businesses is not significantly different from survival rate of businesses owned by

natives.

The characteristics of the venture itself may be critical for business survival. The
amount of start-up capital is expected to improve chances for venture survival. It is
argued that more initial capital buys time, while the entrepreneur learns or
overcomes problems (Cooper, Gimeno-Gascon, & Woo, 1994). Initial capital
provides a liquidity buffer for the firm to survive under conditions of low
performance (Bruderl & Schussler, 1990). More financial capital allows also
exploiting some lucrative opportunities which require the amount of investments
unavailable to other actors on the market. Capitalization influences external
shareholders’ perspective of the stability, legitimacy and dependability of new
ventures (Shane, 2004).

Based on the literature review Cooper and Gascon (1992) and Shane (2004) argued
that firms established by teams had higher chances of survival compared to the
firms founded by solo entrepreneurs. Relatively high survival rate among team-
founded ventures may be explained by the number of advantages. First, a team can
assemble more resources and rely on a broader variety of skills compared to solo
entrepreneurs (Ucbasaran, Lockett, Wright, & Westhead, 2003). Second, the
presence of partners may contribute to the credibility of business and, therefore,
make businesses started by teams more attractive for lenders and other external
stakeholders (Cooper, Gimeno-Gascon, & Woo, 1994). Third, due to some
cognitive limitations, solo entrepreneurs may find it difficult to gather and process

all the information necessary to start a business (Hansen & Allen, 1992). Fourth,
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multiple owners may proxy for a deeper commitment to a successful enterprise
increasing, therefore, chances of survival (Astebro & Bernhardt, 2003). Finally, a
team consisting of several entrepreneurs enables verification of the validity of their

business idea (Cooper & Daily, 1998).

Referring to classical works by Schumpeter (1934) and Kirzner (1985), Samuelson
(2001) suggested that exploitation of innovative venture opportunities differs from
exploitation of equilibrium venture opportunities. It is often suggested that
immigrant entrepreneurs tend to provide exotic products and services (e.g. Ma
Mung & Lacroix, 2003). Introduction of ethnic goods and services to the host
country market involves exploitation of innovative business opportunities. Thus,
the relevant immigrant businesses may demonstrate lower survival rate compared
to traditional native owned firms. The latter may be more likely to exploit
equilibrium opportunities. In this study it is suggested that perceived novelty of
products/services may partly explain the differences in survival rates between

native and immigrant entrepreneurs.

The location of the business is an important factor influencing both the availability
of resources and access to customers (Isaksen, 2006). It is suggested that
entrepreneurial opportunities in urban locations are more valuable compared to the
opportunities found in rural areas (Shane, 2004). Thus, exploitation of these
lucrative opportunities may lead to relatively high survival rates of businesses
located in urban areas. Residing in the major metropolitan areas after migration
seems to increase immigrants’ chances of becoming self-employed (Hammarstedt,
2006; Razin & Scheinberg, 2001). On contrary, Lunn and Steen (2000) argued that
urbanization was associated with more employment for wages and salaries. Taking
into account such venture’s start-up characteristics as the presence of multiple
partners, amount of start-up financial capital, perceived novelty and location, the

following hypothesis have been formulated:
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H3. When controlling for venture’s start-up characteristics, survival rate of
immigrant owned businesses is not significantly different from survival rate of

businesses owned by natives.

4.3.3. Method

The hypotheses presented above are tested applying a longitudinal sample of
Norwegian small businesses. The sampling frame consisted of all sole traders,
partnerships and unlisted limited companies that entered a Norwegian business
register during four weeks in 2002. In total 3,121 businesses were approached and
1,048 completed questionnaires were received. The two rounds of follow-up
interviews took place weeks 5-8 in 2004 and week 13 in 2006 respectively. Te final
sample included 389 businesses (184 non-surviving and 205 surviving businesses
in 2006). 22of these businesses were stared by immigrants and 367 by native

Norwegians.

Business survival was used as a dependent variable in logistic regression analysis.
In dependent variables included immigrant status, work experience, education,
business ownership experience, the presence of founding team, perceived novelty
of the business, initial financial capital and location. Gender and industry were

controlled for.

4.3.4. Key findings

This research indicated that businesses founded by immigrants are less likely to
survive compared to those started by natives. While 54.2% of the firms established
by natives still existed four years after start-up, only 27.3% of firms founded by
immigrants did so. An attempt to explain this difference with business founders’

human capital and ventures’ start-up characteristics was made in this study.

Immigrants in our sample were significantly better educated than natives.

However, the regression analysis indicated that educational attainment failed to
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explain the survival differences between businesses established by immigrants and
natives. Intergroup differences in the other two measures of human capital applied
in this study (business ownership experience and work experience) were
insignificant. Moreover, adding all three human capital variables to the model did
not explain the immigrant/native survival rate differences. These results seem to
contradict the theoretical propositions on the positive relationship between business
survival and human capital - particularly with respect to education. It is possible to
suggest that higher education acquired abroad may mismatch the host country
environment and, therefore, fail to provide additional advantages to well-educated
immigrants in identifying superior business opportunities. Moreover, education as
a screening device may be applied discriminatingly by customers, investors and
other host country economic actors when comparing immigrants and native
entrepreneurs. In the actors’ eyes the better educated minority entrepreneur may

look less credible compared to the native one.

With respect to ventures’ start-up characteristics this study suggests that higher
perceived novelty and predominantly urban location may partly explain the lower
survival rate of businesses established by immigrants. Immigrants, as often
evidenced in the literature, tend to introduce untraditional products and services to
the home country market. This is also the case in Norway. Pursuing innovative
business opportunities related to exotic products immigrants may be exposed to
relatively high risks of failure. In this way, this study questions the efficiency of so

called “ethnic strategies”.

Two explanations may be suggested for the negative relationship between
urban location and business survival. On the one hand, major cities provide more
alternatives to self-employment compared to a rural milieu. Thus, immigrants in
urban areas may relatively easy abandon their business activities preferring a
salaried job. On the other hand, relatively more dynamic urban economic life and
cannibalistic competition may explain rapid dissolution of businesses established
by immigrants.
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Several practical implications of this study may be suggested. The fact that
immigrant found less durable ventures compared to natives provides further
support for initiatives aimed at aiding minority-owned businesses. While the
relevant governmental programs focus first of all on encouraging new business
establishments among immigrants, this study suggests that more attention should
be paid to the firms already in operation. Helping immigrants to enter mainstream
markets instead of exotic markets may help immigrants to establish more viable
ventures. Policy makers may also focus on encouraging immigrants to start

businesses in rural areas.

Inability to distinguish immigrants of different origins is one of the main
limitations of the dataset used. Future research should focus of survival rates of
businesses established by immigrants of different origins. A significant share of
immigrant-native differences in business survival remains still unexplained.
Further research is required in order to illuminate the role of cultural, ethnic,
environmental and other differences in the process of the selection. In future
research it is also critical to distinguish between successful and unsuccessful

closures and respective differences between immigrants and natives.
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4.4. Paper 3. Entrepreneurship among
Russian immigrants in Norway and their

stay-at-home peers

4.4.1. Introduction

In theoretical debates it has been frequently questioned if “high level of immigrant
business participation reflects the synergistic effect of the immigrant community or
simply the individual merits of its members (Waldinger & Chishti, 1997, p. 2)”.
Clark & Drinkwater (1998, p. 389) suggested that immigrants, as a self-selecting
group, may be “in some sense more entrepreneurial than the native-born”. Due to
the lack of theoretical underpinnings and methodological problems, this hypothesis
has so far been understudied. Selectivity question represents a major knowledge
gap in the field of immigration studies (Gans, 2000). From the perspective of
receiving countries, the process o selective migration is also known as a “brain
drain”. Assessing the direction and scope of specific migrant flows becomes one of

the political priorities in such countries as Russia.

The purpose of this paper is to test empirically whether selective migration with
respect to entrepreneurial characteristics does exist and to propose explanations for
the phenomenon under scrutiny. It is specifically asked if Russian immigrants in
Norway are positively or negatively selected with respect to entrepreneurial
intentions, business ownership experience and relevant knowledge, skills and

social networks.

Russians who are in focus in this paper, constitute the 15" largest immigrant group
in Norway ("Statistics Norway", 2007). The absolute majority of Russian
immigrants belong to the first generation and over 85% of them came to Norway

during the last 10 years. Among Russians, the influence of factors related to inter-
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cohort heterogeneity, intergenerational relationships and long-term influence of the
host country environment is considered to be relatively week. Thus, Russians in

Norway represent an appropriate case for a quasi-experimental research design.

4.4.2. Theoretical framework and hypotheses

Cultural predisposition (Weber, 1958), blocked mobility on the labour market
(Zhou, 2004), middleman minority position (Bonacich, 1973), extensive social
capital (Caulkins & Peters, 2002; Fratoe, 1988; Portes & Zhou, 1992; Potocky-
Tripodi, 2004; Saker, 1992), use of ethnic resources (Light, 1984), and mixed
embeddedness (Kloosterman, Van der Leun, & Rath, 1998) have been proposed as
possible explanations to the phenomenon of immigrant entrepreneurship.
Waldinger’s interactive model (Waldinger, Ward, & Aldrich, 1990), which
emphasizes the interaction between opportunity structures and ethnic group
characteristics, argues that some immigrant groups may be pre-selected, first of all,
with respect to prior buying and selling experience. Despite the general popularity
of this model, the issue of selectivity has not so far been systematically explored.
Focusing on waged employees, human capital model (Sjaastad, 1962) and the
theories of migration, such as dual labour market theory, world system theory, and
“new economics of migration” approach (for review see Massey et al., 1993) fail to

predict if (and under which circumstances) self-selection of entrepreneurs occurs.

Clark & Drinkwater (1998, p. 389) suggested that immigrants, as a self-selecting
group, may be “in some sense more entrepreneurial than the native-born”. Kasdan
(1965) suggested that dominating family structure in the home country explains the
differences in entrepreneurial behaviour among immigrants to the US. Levie (2007,
p. 146) suggested that immigrants may be positively selected with respect to their
attitudes towards new business activity. In the same vein, Dana (2007) argued that
the very act of emigrating may be reflective of some entrepreneurial values, such as
individualism, achievement, competitiveness, risk taking and strong work ethics.

Dissatisfaction with previous work is positively associated with self-employment
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(Brockhaus & Horowitz, 1985). At the same time, immigrants (prior to migration)
tend to be less satisfied with their jobs, educational institutions and life in general
(Hanna, Pearson, & et al., 1990; Silventoinen, Hammar, Hedlund, & Koskenvuo,

2007). In line with these suggestions, the following hypothesis was developed:

H1. The proportion of persons involved in early-stage entrepreneurial activities is
higher among Russian immigrants in Norway than among the population in their

home country.

The amount of specific human capital is especially important for entrepreneurs. To
actually start a venture is probably the most effective way of learning specific
entrepreneurial tasks such as initial organizing, establishing of relationships with
key stakeholders, allocation of human resources, adjusting to market changes, and
facilitation of communication within the organization. Entrepreneurs (at least the
successful ones) may be more likely to migrate than the rest of the less developed
country’s population because they possess the necessary financial capital.
Successful entrepreneurs may also be more likely to travel abroad (as tourists or on
business). Their eventual travels perhaps provide them with information facilitating
the migration decision. This conjecture accords to the theory of asymmetric
information as applied to migration decision-making (see Stark, 1991). The

following hypothesis was formulated:

H2. Russian immigrants in Norway possess more specific human capital relevant

for entrepreneurial activities than their stay-at-home peers.

Not only the level of specific human capital, but also individuals’ awareness about
their abilities, may influence the decision to start a business. Both perceived self-
efficacy (Krueger, Reilly, & Carsrud, 2000) and perceived behavioural control
(Kolvereid, 1996) are important for prediction of entrepreneurial intentions. By the
same token, self-reported competences are predictive of entrepreneurial

performance (Chandler & Jansen, 1992). It has been suggested that immigrants
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may be self-selected with respect to their confidence in entrepreneurial skills

(Levie, 2007). Thus, the following hypothesis was developed:

H3. Russian immigrants in Norway are more confident in their abilities relevant for

entrepreneurial activities than their stay-at-home peers.

It is argued that the presence of entrepreneurs among parents (Constant &
Zimmermann, 2006) and peers (Arenius & Minniti, 2005) increases the
individual’s likelihood of becoming a business owner. Immigrants may be pre-
selected with respect to the quality and quantity of their personal networks relevant
for entrepreneurial activities. It is well established in the field of social psychology
that friendship and peer affiliation are influenced by perceived or actual similarity
in attitudes, traits, and values (Byrne, 1971; Newcomb, 1956). Particularly, friends
are argued to demonstrate similar perceptions of need for achievement and
autonomy (Secord & Backman, 1964). Both these needs are traditionally argued to
predict entrepreneurial behavior (for a review see Shane, 2004). The following

relevant hypothesis was developed:

H4. Russian immigrants in Norway are more likely to report personally knowing

other entrepreneurs as compared to their stay-at-home peers.

4.4.3. Method

In this paper data from the Russian Federation came from the GEM study
conducted in 2008. Data on Russian immigrants in Norway were collected using a
specially designed mail survey. The battery of questions considering
entrepreneurial behaviour and intentions was borrowed directly from GEM,
ensuring comparability of the two datasets. Additional questions on home country
and host country education, citizenship, migration time, settlement intentions and

migration motives were presented to the immigrant respondents.

In order to identify potential respondents phonetic analysis of names was applied to

the Yellow Pages database. Totally 1330 female and 635 male respondents were
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identified as having Russian-like names and contacted. Given that 543
questionnaires (of totally 1357 that apparently reached the respondents) were
returned, the response rate was 40% that is within the frames of normality for
comparable surveys. The final sample included 796 male and 865 female non-

migrants as well as 41 male and 302 female immigrants aged 18-64.
The respondents received the following questions:

(1) “Are you, alone or with others, expecting to start a new business within the next

three years?” (Hypothesis 1).

(2) “Are you, alone or with others, currently trying to start a new business,

including any type of self-employment?” (H1).

(3) “Have you, in the past 12 months, sold, shut down, discontinued or quit a

business you owned and managed?” (H2).

(4) “Have you, alone or with others, ever started a business in the past that you

owned and managed?” (H2).

(5) “Have you the knowledge, skills and experience required to start a new

business?” (H3).

(6) “Do you agree that a fear of failure would prevent you from starting a

business?” (H3).

(7) “Do you personally know anyone who started a business in the past two years”

(H4).

T-test, Chi-square statistics and logistic regression analysis were used in order to

access intergroup differences between immigrants and their stay-at-home peers.

4.4.4. Key findings

This study demonstrates that at least female immigrants (as compared to non-

migrants) are more likely to report intentions to start a business. Moreover, they
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possess relatively large amount of specific human capital, social capital and self-
confidence relevant for entrepreneurship. Male immigrants are also likely to
demonstrate relatively large amount of specific human capital relevant for
entrepreneurship. Since the absolute majority of Russian immigrants have spent
only a few years in Norway, it is unlikely that these striking intergroup differences
can be explained by the context of the receiving country. Unless the context of the
host-country changes the personality dramatically within few years after arriving,
one may conclude that immigrants represent a self-selected group with respect to

entrepreneurial characteristics.

This study suggests that the process of brain drain has more dimensions than it has
so far been depicted. In addition to “scientific immigration” (Tascu, Noftsinger, &
Bowers, 2002; Ushkalov & Malakha, 2000) and immigration of skilled workers
(Mansoor & Quillin, 2006), entrepreneurs tend to be overrepresented among
immigrants. In countries suffering from low levels of entrepreneurial development,
such as Russia (Aidis, Estrin, & Mickiewicz, 2008; Astrakhan & Chepurenko,

2003), the outflow of potential entrepreneurs should attract more attention.

This study indicates that Russian immigrants are both willing and able to establish
new businesses. However, Russians have so far been underrepresented among the
self-employed in Norway. Thus, from the host country perspective, it is important
to pay attention to the entrepreneurial intentions of immigrants. It is possible that
relatively small interventions may cause significant increase in the number of

immigrant owned new businesses.

This paper does not reveal the mechanisms underling the selection of potential
entrepreneurs in the process of migration. However, several suggestions may be
made. First, entrepreneurial immigrants may be pre-selected because immigration
and business venturing are associated with the same type of personality. Second,
persons actively seeking new opportunities through migration may affiliate with

peers who actively seek opportunities through business venturing. Thus, the
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relevant social networks may facilitate both immigration and entrepreneurship.
Third, self-employment in the home country may provide financial capital needed
in order to migrate. The failure to be able to identify the reasons why immigrants
are more entrepreneurial than their stay-at-home peers appeals for more research in

this area.
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4.5. Paper 4. Ethical aspects of research

on ethnic/immigrant entrepreneurship

4.5.1. Introduction

There is a growing recognition among scientists, government officials, and
research institutions that ethical conduct is an important part of research. Standards
of conduct in research play a key role in advancing the goals of science: in
promoting cooperation, collaboration, and trust among researchers and in attaining
the trust and support of the public (Shamoo and Resnik, 2003, p. 3). Research
ethics has been extensively investigated from the general philosophical and
theoretical perspective. In turn, practitioners have incorporated ethical decisions
into the entire research process paying attention to the specific requirements of
different disciplines. It seems, however, that the degree to which ethical insights
are taken into account varies across different fields of research. While a number of
researchers have focused on immigrant business owners, virtually no attention has
so far been paid to the ethical aspects of such studies. The purpose of this paper is
to identify ethically ambiguous issues regarding research on ethnic/immigrant
entrepreneurs and to propose methods for addressing such issues. The first central
research question is “what ethically ambiguous issues regarding research on
ethnic/immigrant entrepreneurs may influence research process?” The second

question is “What are the possible methods for addressing such issues?”

In accordance with its practically-oriented research objective, this paper focuses on
applied research ethics rather than on theoretical ethics or meta-ethics. The results
of this study indicate that research on immigrant and ethnic minority entrepreneurs
requires specific methodology that differs from the approaches applied in the
mainstream entrepreneurship research. Lower average levels of education,

unfamiliarity with local culture and social context, economic dependency, links to
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the home country and coethnic community, special legal position, and linguistic

disadvantages have been identified as potential sources of ethical ambiguity.

4.5.2. Theoretical framework

Vulnerable participants or vulnerable subjects are persons who may be incapable of
giving fully informed consent or may be at higher risk of unintended side effects
due to their circumstances (Polit and Beck, 2004). In the context of this paper the
question of differences and similarities between immigrants and mainstream
population is central. The difference between immigrant and mainstream
entrepreneurs is also one of the fundamental themes within the area of immigrant
entrepreneurship research (Ram, 1997, p. 149). Several sources of immigrants’
vulnerability have been identified in the literature. Cooper et al. (2004) defined
migrant farmworkers in the US as being economically, educationally, and
linguistically disadvantaged. On the other hand, Kissell (2005) pointed out that the
vulnerability emanating from economical and educational disadvantage applies

only to selected groups and to selected individuals within any group.

One of the key questions of meta-ethics is whether ethical standards are universal
(Frankena, 1973). According to the school of thought known as objectivism, the
same ethical or moral standards apply to all people in all times in all situations. A
contrasting school of thought, known as relativism, holds that there are no
universal moral rules or values. The body of research within the area of culture and
ethics has produced mixed results (for a review see Mukherji and Mukherji, 2002).
However, Segal and Giacobbe (1995, p. 111) conclude that “on balance, a review
of cross-cultural literature suggests that there are international differences in
perceptions of what constitutes ethical business conduct”. It seems that existing
ethical guidelines suffer from the common problem: while reinforcing universal
ethical principles, they ignore cultural diversity of modern society. Such abstract
universalism, associated with Kantian ethics, has been broadly criticised by Hegel.

Since the categorical imperative separates the universal from particular, the
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respective moral judgements remain external to individual cases and insensitive to
the particular context of a problem which needs a solution. Moreover, focusing on
questions of justification, Kant’s moral theory does not contain instructions for
implementation. Discourse ethics (Habermas, 1990), though being close to Kantian
tradition (Eriksen and Weigérd, 2003), may overcome this criticism. The central
principle of discourse ethics is that for a norm to be valid, its consequences for the
satisfaction of everyone’s interests must be acceptable to all as participants in a
practical discourse. Thus, discourse ethics underline this study on ethical issues in

research on ethnic/immigrant entrepreneurs.

4.5.3. Method

Two basic approaches can be applied for developing an ethically solid
methodology. The “top-down” approach relies on resolving situations through the
application of governing principles, while the “bottom-up” approach refer to
deriving principles from an examination of the situation at hand (Loue, 2000).
“Bottom-up” method of ethical justification, applied in this paper, is capable of
incorporating the diversity of cultural contexts. Developing of principles from
cases, rather than the reverse, requires the utilization of real cases, rather than
hypothetical ones (Arras, 1991). Following this approach, the ethical issues and
relevant solutions specific to immigrant population have been derived from the
experience of researchers focusing on immigrant entreprencurship, as well as from
empirical work in medicine, psychology, sociology, anthropology and marketing.

Data collection was undertaken in two steps.

First, the electronic databases ISI (Web of Science) and ProQuest were
systematically searched for the peer-reviewed articles which focused on ethical
issues of research on immigrants and ethnic minorities. The articles which

considered relevant issues as a part of methodology were also regarded as relevant.

119



Second, leading experts in the field of ethnic/immigrant entrepreneurship were
interviewed. The interview guide was developed based on the review of the
existing articles. Twenty widely cited authors were initially contacted through e-
mail and five of them later agreed to be interviewed. In addition, two experts
expressed their opinion in written form. Five in-depth semi-structured interviews
with respondents from the United States (2 cases), the Netherlands (2 cases) and
Australia (1 case) were conducted via telephone in January — February 2007. The
respondents were asked about their perception of ethical issues and the way they
cope with the relevant moral dilemmas. The interviews, which lasted for between
10 and 40 minutes, were MD-recorded and then transcribed. First, the analysis of
data involved the use of sensitizing concepts such as ‘ethical dilemma’ and
‘vulnerability’. The second stage in the analysis was aimed at constructing a

typology of ethical issues related to research on immigrant entrepreneurship.

4.5.4. Key findings

Lower average levels of education, unfamiliarity with local culture and social
context, economic dependency, links to the home country and coethnic community,
special legal position, and linguistic disadvantages have been identified as potential
sources of ethical ambiguity. Evidence against ethical universalism has been found
in the literature reviewed. Immigrants culture which deviates from the host country
culture was found to raise a number of ethical issues. Among them are
misunderstanding of informed consent, misinterpretation of investigator’s position
and authority, misinterpretation of age, gender and dress code and group-specific
perception of personal autonomy, religious dogmas, role of ethnic community and
community’s self-image. Legal position of immigrants in the host country is found
to lead to restricted mobility and economic freedom and problematic attitude to
immigration authorities. In the case of relatively low educational endowment, the
immigrants’ comprehensions of informed consent, the concept of social research

and the role of education in general were also found to create ethical issues.
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Moreover, illegal income and employment practices, linguistic disadvantage,
concern about stay-at-home relatives and peers and traumatic pre-migration
experience appeared to lead to a number of ethical issues relevant for research

practices.

This paper appeals for somewhat more explicit discussion of ethical issues in the
entrepreneurship journals. In order to pay attention to the ethical issues discussed
in this paper, the researcher should collect secondary information about the
community leader’s role, groups’ average educational level, underlying cultural
values, obstacles of migration, and dominating religion. The way in which the
results of research on ethnic and immigrant entrepreneurship are to be presented
should be carefully planned. A researcher should avoid misrepresentation of

minorities and present the research results within the social context.
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5 Conclusions and implications

5.1. Main findings and contributions of the

thesis

Key findings based on the empirical evidence are presented in this chapter. The
interpretations of these findings are discussed. The methodological contributions of

this thesis are highlighted.

5.1.1. Key findings

Paper 1 written with Kolvereid indicates that immigrants’ home-country national
culture is a good predictor of differences in self-employment levels. Specifically,
low power distance characterises the immigrant groups that are overrepresented
among self-employed. The power distance refers to the acceptance of inequality in
the country of origin (Hofstede, 1997). These findings are in line with the
traditional cultural thesis stating that some immigrant groups are culturally
predisposed for entrepreneurship. In addition, educational attainment is found to
influence the self-employment rates among the studied groups of first generation

immigrants in Norway.

Evidence from Norway suggests that immigrant entrepreneurs are different both
from Norwegian natives and from their stay-at-home counterparts. Paper 2 written
with Isaksen seeks to explore if there are differences in survival rates between
native- and immigrant-owned businesses. This paper reveals the lower rate of
survival of businesses established by immigrants compared to Norwegian natives.
Descriptive statistics presented in Paper 2 demonstrate that immigrant
entrepreneurs are significantly better educated and likely to live in urban areas than
native Norwegian entrepreneurs. The group-level statistics show that the level of

self-employment in some immigrant groups may be several times higher or lower
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as compared to the mainstream population (see Paper 1). Apparently, Norway is
not unique in this respect, because significant intergroup differences have also been

reported in other countries.

Paper 3 investigates the effect of selective migration. The significant differences
were found between the representative sample of Russian immigrants in Norway
and the population of the Russian Federation. Immigrants appeared to be better
educated and more likely to be married than their stay-at-home peers. With respect
to the traits relevant for entrepreneurship, immigrants are more likely to report
intentions to start a business, actually trying to start a business, having business
ownership experience, possessing relevant knowledge and personally knowing an

entrepreneur.

The research design of the empirical papers included into this thesis was directly
informed by the findings from Paper 4 investigating research ethics. Lower average
levels of education, unfamiliarity with local culture and social context, economic
dependency, links to the home country and coethnic community, special legal
position, and linguistic disadvantages have been identified as potential sources of
ethical ambiguity. Immigrants’ culture which deviates from the host country
culture was found to raise a number of ethical issues. Among them are
misunderstanding of informed consent, misinterpretation of investigator’s position
and authority, misinterpretation of age, gender and dress code and group-specific
perception of personal autonomy, religious dogmas, role of ethnic community and
community’s self-image. Legal position of immigrants in the host country is found
to lead to restricted mobility and economic freedom and problematic attitude to
immigration authorities. In the case of relatively low educational endowment, the
immigrants’ comprehensions of informed consent, the concept of social research
and the role of education in general were also found to create ethical issues.
Moreover, illegal income and employment practices, linguistic disadvantage,

concern about stay-at-home relatives and peers and traumatic pre-migration
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experience appeared to lead to a number of ethical issues relevant for research

practices.

5.1.2. Contribution to the theoretical debates

“Joining a debate” is a metaphor often used to illustrate individual contribution to
the theory development. This thesis joins several “conversations” going on in the
field of immigrant and ethnic entrepreneurship. The debate on legitimacy of using
immigrant entrepreneurs and not ethnic entrepreneurs as a subject of research
characterises the research field. While the number of the academics focus on this
phenomenon, Greene & Owen (2004, p. 28) state that “immigrant
entrepreneurship” is a term that has less of an identifiable theoretical foundation
and there is a little basis for the assumption that the state of being an immigrant in
itself can be correlated with specific entrepreneurial activities, behaviours, or
outcomes. The evidence reported in this thesis strongly suggest that immigrant
entrepreneur is a legitimate term for academic discussions. First, immigrants and
immigrant entrepreneurs appeared to differ from both native entrepreneurs and
their stay-at-home peers. These differences include the parameters that are essential
for entrepreneurial practices. On the individual level immigrants are relatively
highly educated, extensively aspiring to start a business and likely to possess
relevant knowledge, skills and network contacts. On the firm level, businesses
established by immigrants are characterised with novelty. Finally, on the group
level, immigrants possess specific cultural traits, such as high/low power distance,
that may discourage or facilitate venture creation. These differences are not
reducible to ethnic differences and cannot be captured when using exclusively

ethnic-based definitions.

Two closely related debates have been unfolding in the contemporary economic
and sociological literature. While economists are interested in use of class versus
ethnic resources by immigrants, sociologists are concerned about the roles of social

versus human capital. The study of immigrants in Norway confirms that, as
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suggested by Waldinger et al.’s model, ethnic and class resources do interplay
influencing immigrant entrepreneurship. Education and business ownership
experience which may be used as operationalizations of both class resources and
human capital were found to be predictive of entrepreneurial behaviour. Personal
networks and national culture in the countries of origin (discussed in the empirical
articles included into this thesis) may be viewed as indicators of ethnic resources
and social capital. This thesis suggests several improvements to this picture. It is
argued that understanding why certain groups of immigrants are over- or
underrepresented among the self-employed may be advanced through separate
assessment of initial business founding and ability to survive as a business owner.
Our findings suggest that human capital theory explains initial business founding
best, but it is the domain definition strategy model (Bourgeois, 1980) that explains
the survival of immigrant owned businesses. In other words, it is likely that ethnic
resources stimulate business founding but may reduce subsequent chances of
immigrant owned business survival. This conclusion is in line with the latest

findings on the role of the social capital (Valdez, 2008).

Appropriate quantitative tests of the cultural theory of immigrant entrepreneurship
have so far been absent. Particular family traditions, ethnic networks and
psychological traits have been argued to encourage immigrants to start a business.
This thesis contributes to the cultural theory of immigrant entrepreneurship arguing
that very general differences between cultures and not only particular
entrepreneurial practices, may explain intergroup differences. A possible
explanation for the statistically significant negative relationship between the power
distance and self-employment level has been proposed in this thesis. Immigrants
from nations scoring higher on the power distance may be expected to be more
satisfied with a fixed place within large and stable hierarchical organisations, than
with managing a small business. This line of arguments directly contradicts the
findings of McGrath, MacMillan, & Scheinberg (1992) who argued that

entrepreneurs demonstrate higher power distance as compared to managers. Their
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alternative explanation implies that “it makes intuitive sense that the entrepreneur
would tend to endorse a greater amount of differentiation between himself and

others” (McGrath, MacMillan, & Scheinberg, 1992, p. 119).

Carefully generalising beyond the immigrant entrepreneurship settings, one may
find evidence in the first paper in this thesis to support the hypothesis that cultural
factors may partly explain the observed differences in business formation rates
across countries. Comparing immigrant samples coming from different countries
may help detect relationships between cultural values and entrepreneurship
otherwise masked by country-specific economic, political and social contexts. A
sample of immigrants of different origins inserted into the single host country
context represents a quasi-experiment which allows studying national cultures

when certain environmental factors are controlled for.

Debates on selective migration and brain drain usually occur outside the
entrepreneurship literature. Thus, the contribution of this thesis to these debates is
twofold. On the one hand, the third article included into this thesis suggests that, in
addition to the much studied factors such as health and education, immigrants are
also selected with respect to entrepreneurial characteristics. These findings
contribute to the field of migration studies extending our knowledge on who and
why choose to migrate. On the other hand, this thesis introduces the immigrant
selection process and relevant explanations to the field of immigrant

entrepreneurship.

The amount of immigrants’ “skills” (Borjas & Bronars, 1989) and “quality of
migrants” (Borjas, 1987) have attracted much attention in the existing economic
literature. Earnings differential after correction for observed human capital
characteristics is usually used as a proxy of immigrants’ “quality.” This thesis
suggests that there is at least one more dimension characterising immigrants. Even
earning less than equally educated natives, immigrants may have skills that match

those of natives if we take into account the preferences for particular types of self-
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employment. Here, again, the economists’ assumption that immigrants are income

maximizers (Borjas, 1987, p. 551) appears to be markedly simplistic.

The findings regarding selective migration are not supportive for the “model of
brain circulation” proposed by Schmitt & Soubeyran (2006). This simple two-
country, one-sector model differentiate individuals according to two types of talent
(entrepreneurs vs. workers). The countries have different endowments of talent and
all individuals choose to be workers or entrepreneurs. Allowing migration
generates incentives for the relatively abundant type of individuals to move to the
other country. Thus, entrepreneurs are expected to migrate to the countries where
their entrepreneurial talents are relatively rare. However, the findings indicate that
entrepreneurs tend to migrate disproportionally from Russia (relatively low level of
business ownership and entrepreneurial aspirations) to Norway (higher level of
business ownership and entrepreneurial aspirations'"). It is therefore possible that
migration of potential entrepreneurs leads to even larger gap between countries
rather than leading to the equilibrium on the international labour market, at least in

its sector including entrepreneurs.

5.1.3. Methodological contribution

The literature review presented in this study reveals that many empirical studies on
entrepreneurship are descriptive. Few studies were designed to test theoretically
derived hypotheses. The contribution of this thesis relates to application of
multivariate statistical techniques in order to test hypotheses. While many existing
studies apply descriptive statistics, regression analysis was used in the presented
papers. This method enables intergroup comparisons when controlling for multiple

independent variables.

"' According to GEM.
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Use of both primary and secondary data sources distinguished this thesis from
other studies. Few studies on entrepreneurship exploit longitudinal data sets (Low
& MacMillan, 1988). There is also lack of longitudinal studies on immigrant
entrepreneurs. Longitudinal data on business survival were explored in this thesis.
This approach clarifies the direction of relationships since the causes and

consequences are separated in time.

Most of the existing explanations for under- or overrepresentation of immigrants
among self-employed focus on the cultural predisposition and access to ethnic
resources. However, the current level of self-employment in a particular immigrant
group is defined not only by the characteristics of a business founder and his ability
to attract resources, but also by the nature of the business venture. Considering
personal characteristics of immigrants and venture characteristics in the same study

is another methodological contribution of this thesis.

Low & MacMillan (1988) appealed for use of multiple levels of analysis in
entrepreneurship studies. First, the group level measurements of national culture
were used in order to explain intergroup variations in self-employment rates of
immigrants. While Hofstede’s cultural indexes have previously been used in cross-
county studies, and cultural differences have been suggested to influence
immigrants’ entrepreneurial behaviour, the link between cultural indexes and

immigrant entrepreneurship has not so far been empirically tested.

The third paper in this thesis demonstrates that it is feasible to draw a
representative sample of immigrants of a certain origin using a phonetic analysis of
first names in Yellow Pages. While analysis of surnames has previously been
utilized, use of Russian first names in Norwegian context is a novel method. It
seems that first names provide better representativeness of the sample as compared
to surnames, because names are almost never changed as, for example, a
consequence of marriage. In Norway, where women married with Norwegian men

constitute the most significant share of the Russian immigrant group, sampling by
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the surname would lead to seriously biased results. The gender differences should
be taken into account when applying phonetic analysis of first names. The response
and completion rates among females are significantly higher than among males.
Relatively large number of questionnaires returned by the Norwegian Postal
System is the main reason why fewer responses came from men than from women.
It may be suggested that Russian males are more mobile and often come to Norway
only for a short period of time, while Russian females are relatively often married
to Norwegians and stay longer at the same address. The analysis reveals that some
first names provide better response than others. Generally, it may be suggested that
the first name is effective in identifying Russian speaking immigrants when it is a)
seldom used in other countries than Russia, b) spelled as it is recommended by the

authorities of the Russian Federation for passports.

The last article included into this thesis suggests that the methodology of
immigrant entrepreneurship studies would be considerably improved if more
attention is played to ethical issues. Preliminary assessment of cultural, legal,
educational, economic and linguistic differences between the subject and the
researcher will in several ways contribute to the credibility of a study on immigrant
entrepreneurs. Reduction of the stress level among respondents will probably result
in higher response rates and reliability. Better communication between the
researcher, ethnic community and public in general will definitely contribute to the
knowledge dissimilation and improvement of respondents’ position in society,

which are often considered as important goals of social science.

5.2. Implications for policy makers and

practitioners

Immigrant entrepreneurship is an important topic in resource allocation debates in

receiving countries. The results of this study may inform further debates on labour
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market interventions in general, immigration policy and government support to
immigrant entrepreneurs. This subsection considers also implications for home

country policymakers and immigrant entrepreneurs.

5.2.1. Implications for policy makers in receiving

countries

The policy makers in a host country are most interested in how entrepreneurship
influences immigrants residing in a country and its economy in general. Thought
no coordinated policy was developed, several initiatives have recently been
lunched providing resources, information and training for potential immigrant
entrepreneurs in Norway. This thesis provides implications for practitioners on
neighbourhood and national level. Though the objectives of local and national

politicians may overlap, the focus and instruments on hand are different.

Our findings considering cultural predisposition and selective migration may have
implications for evaluation of support programs. Expectations on the
entrepreneurial performance of particular immigrant groups should be based on
cultural and demographic analysis rather than on naive assumption that effective
support for the most disadvantaged may eliminate intergroup differences. Different
immigrant and ethnic groups have not only an unequal starting point, but also
different ability to engage in successful entrepreneurship. Increase of self-
employment level among low educated immigrants coming from high power
distance countries may be indicative of push-driven motives. On the contrary,
grows in self-employment among, for example, highly selected Russian women

may evidence the realisation of the latent potential.

The shape of support programs should depend on explicitly stated political goals.
Since no such goal is clearly defined by the government, several scenarios may be
proposed. First, initiation of as many immigrant start-ups as possible may be a

goal. In this case, the support programs should aim at the most motivated and
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experienced groups, such as Russians. Second, the reduction of intergroup
contrasts may be a legitimate goal for the national policy. Than the efforts should
be focused at the most disadvantaged groups. This will shift the focus towards less
educated, motivated and experienced groups. Encouraging start-ups among
immigrants may be a positive act, regardless of the subsequent business
performance. Even unsuccessful businesses provide valuable experience, linguistic
training and access to networks. However, the national economy will benefit most
from the businesses that survive in long run. The third type of policy may,
therefore, prioritize the increase of survival chances of already existing immigrant
owned firms. Our findings suggest that efforts should be made in helping

immigrants to expand into mainstream markets.

Support programs aimed at immigrant entrepreneurs should be developed and
implemented with respect to the large gender differences which are rarely observed
among natives. Since the third paper included in this thesis was primary designed
for making comparisons between immigrants and non-migrants, it does not provide
conclusive evidence on gender differences. However, the data indicate that Russian
immigrant women in Norway are older, higher educated, have less entrepreneurial
experience and more likely to report initiating early stage entrepreneurial activities.
At least some of these differences may result from different entry modes
characterising male and female immigrants. Females are significantly more likely
to come to Norway as a result of family reunification or marriage, while males

arrive often as guest workers.

Immigrant entrepreneurs are argued to revitalise declining regions (Kloosterman,
Leun, & Rath, 1999) and stagnating industries (Rath, 2002b; Rath & Kloosterman,
2003). Russian immigrants, who demonstrate high entrepreneurial motivations and
relevant skills and knowledge, tend to settle in Northern Norway. It may, therefore,

help revitalising this region held back by the outflow of young residents to Oslo.
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Selection appeared to be a powerful force determining entrepreneurial
characteristics of immigrants. National policies restricting or encouraging
immigration from certain countries will inevitably alter the situation on the labour
market, including the supply of entrepreneurs. In this way, those propagating
quotation programs gain an additional argument for active immigrant selection.
Unobservable personal characteristics, such as entrepreneurial intentions, may be

utilised when attracting business immigrants, as it has been attempted in Canada.

5.2.2. Implications for policy makers in sending

countries

This study sends also an alarming signal to the home country policy makers. This
thesis adds one more dimension to the process of brain drain. The findings indicate
that the people most endowed with relevant human capital, intentions and networks
choose to leave Russia. This effect is magnified by continuous decrease in
population of the Russian Federation (GOSKOMSTAT, 2008). It is unclear if
general dissatisfaction with living conditions or specific barriers for
entrepreneurship cause potential entrepreneurs to migrate. Among the main barriers
for small business in Russia Astrakhan & Chepurenko (2003) pinpoint
underdeveloped legislation, excessive bureaucracy and other administrative
barriers, inadequate institutional framework, inaccessibility of loans and
unfavourable taxation system. This thesis provides one more rationale for tackling

these issues.

5.2.3. Implications for immigrant entrepreneurs

Based on the research results, several recommendations may be given to the
potential and present immigrant entrepreneurs. Whilst national culture is reluctant
to change on the group level, individual entreprencurs may try to adapt their values
to the situation in the host country. A special attention should be paid to the

dimension of power distance. Being hooked in the home country culture
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characterised by relatively high power distance may block individual immigrants
from exploitation of entrepreneurial opportunities. Expecting that the future
occupation in the host country will allow exercising high power distance reduces
the options for upward economic and social mobility. Ethnic market seems to be a
viable starting point in the entrepreneurial career. However, plans for breaking out
from the ethnic niches should be maid early in the business gestation process. In
many cases it will improve chances for business survival. Ethnic networks in the
host country should be a valuable source of business-related advices. Nascent
immigrant entrepreneurs may be encouraged to contact their co-ethnics for advice
because many of the later are pre-selected with respect to business experience.
Taking into account the positive selection with respect to entrepreneurial
intentions, immigrants have high chances to identify potential business partners

among co-ethnics.

5.3. Limitations and suggestions for future

research

In this study secondary data was used to test the hypotheses on relationships
between national culture, general human capital and immigrant entrepreneurship.
Measures of national culture and educational attainment were taken from the
surveys carried out in the immigrants’ home countries. This research design has
limitations. First, some immigrants may not belong to the dominant culture in their
home country because they have a particular ethnic or religious background.
Second, people who migrate can differ from those who decide to stay with regard
to their perceptions of culture or educational level. However, all research using
secondary national data share this limitation. Definitely, especially collected
primary data would provide a better insight into the relationships between

immigration, national cultures and entrepreneurship.
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It should be also noted that the generalisability of the first paper’s results is
somewhat limited due to some specific conditions in Norway. In Norway, the
majority of immigrant groups are distributed among different regions in the same
proportions, reducing the importance of spatial dimensions for differences in self-
employment. Before World War II, immigration to Norway was almost non-
existing (Tjelmeland and Brochmann 2003), in contrast to the countries with long
traditions of immigration such as the US, Canada, and Australia. In such countries
the enclave economy may play somewhat more important role in those countries
than in Norway. Thus, more international comparative studies are needed to

highlight the inter-country differences in immigrant entrepreneurship.

This thesis provides an insight into survival of businesses established by
immigrants and natives in Norway. Research on ethnic/immigrant entrepreneurship
can greatly benefit from consideration of venture’s survival as one of the
performance measures. However, the inability to distinguish immigrants of
different origins is one of the main limitations of the dataset used in the relevant
paper. Some authors highlight the dangers of treating all immigrants to a country or
even particular ethnic groups as homogenous (Clark & Drinkwater, 1998; Collins,
2000; Fairlie & Meyer, 1996). Thus, comparative studies of survival rates of
businesses established by immigrants of different origins are to be of a great

interest.

The second paper of this thesis focuses on human capital and venture’s start-up
characteristics. Despite the fact that the resulting statistical model has a significant
predictive power, a large share of immigrant-native differences in business survival
remains still unexplained. Further research is required in order to illuminate the
role of cultural, ethnic, environmental and other differences in the process of
survival/fail selection. In future research it is also critical to distinguish between
successful and wunsuccessful closures and respective differences between

immigrants and natives. Finally, consideration of such performance measures as
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income and employment creation may contribute to our understanding of survival

differences between businesses founded by immigrants and natives.

The research on selective migration in this thesis suffers from an inability to
discriminate between self-selection and selection imposed by institutions in the
home and host countries. Future studies may benefit from taking this distinction
into account as well as from paying attention to the differences between
entrepreneurial experiences acquired in immigrants’ home and host countries.
Moreover, demonstrating the presence of the selection effect, this thesis does not
reveal the mechanisms underling the selection of potential entrepreneurs in the
process of migration. Lack of conclusive results regarding the reasons why
immigrants are more entrepreneurial than their stay-at-home peers appeals for more
research in this area. Longitudinal studies considering both periods before and after

migration are needed in order to establish causal relationships.

As suggested by the literature review conducted in the third article included in this
thesis, our knowledge about the perception of social research by different
immigrant groups is modest. Additional empirical studies are required in order to
develop ethically solid research methods for conducting studies on immigrant end

ethnic minority entrepreneurs.
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Cultural background, human capital and
self~employment rates among immigrants in Norway

EVGUENI VINOGRADOV and LARS KOLVEREID
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e-mail: evgueni.vinogradovi@hibo.no

The level of self-employment varies significantly among immigrants from different countries of
origin. The objective of this research is to examine the relationship between national culture,
human capital in the form of educational attainment in the country of origin and self-
employment rates among first-generation immigrants in Norway. Empirical secondary data on
self-employment among immigrants from 53 countries residing in Norway in 2004 was used.
Five different hypotheses were developed and tested using hievarchical regression analysis. The
findings suggest that immigrants from countries with low power distance are more likely to
become self-employed. However, other dimensions of cultural attributes, such as the home-
country’s uncertainty aveidance, masculinity/femininity and individualism/collectivism were
not significantly associated with immigrants’ sel-employment rate. Finally, and most notably,
the average educational attainment in the country of origin was found to be significantly
positively associated with selffemployment among immigrants. The study concludes with
practical implications and suggestions for future research.

Feywords: immigrant  entreprencurship; mnational culture; human capital; education;
self-employment; Norway.

1. Introduction

Owing to the rapidly increasing number of immigrant-owned businesses in western
countries ethnic and immigrant entrepreneurship has received increased attention in
the literature. One particular point of interest is explaining the variations in the level
of entrepreneurial activity between different groups of immigrants.

In a number of countries the same groups of immigrants have levels of self-
employment exceeding the national average. For example, the level of seli-
employment is highest among Asian immigrants in Canada (Hiebert 2003), in the
USA (Camarota 2000) and in the UK (Barrett ef al. 2002). Collins (2002) showed that
Asian immigrants have had the highest rate of self-employment in Australia during the
last 20 years or more. East Asians had the highest rate of self-employment in Canada
in 1986 and 1996 (Frenette 2002). The percentage of sell-employed was highest among
Asian immigrants in the USA as early as in 1980 (Portes and Zhou 1992). These
observations confirm that in particular cases Asians stay on top of sell-employment
ratings not only acress geographical borders, but also at different points of time.
It is reasonable to expect that the stability of the inter-group differences can be
explained best by factors that are stable in time and are not related to fluctuations in

Entreprencurship and Regional Development ISSN (898 5626 prine/ISSN 1464 5114 online © 2007 Taylor & Francis
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the host-country environment, i.e. factors found in the immigrant’s home-country.
Among numerous individual and group level concepts the national culture (Hofstede
2001) has proven to distinguish nations from each other and to be stable over long
periods of time. Large differences have also been observed among countries with
respect to the average educational attainment in the population (World Bank 2006).
Human capital, often measured as years of formal education, has been frequently and
successfully used as a predictor of individual’s ability to identify and effectively exploit
entrepreneurial opportunities (see Shane 2004 for a recent review of this literature).
[t may be logical to expect that immigranis coming from countries with a low average
level of education will meet particular problems with establishing and managing
a business in a post-industrial country such as Norway.

Thus, the purpose of this research is to investigate the relationships between
national culture, the average educational attainment and sell-employment among
immigrants in Norway. The following research question is in focus: do immigrants’
home-country national culture and educational attainment influence the self-
employment rates among first generation immigrants in Norway? To the present
authors” knowledge, no previous study has so far used quantitative data on national
culture to predict intergroup differences in self-employment rates among immigrants
in a country. Testing the relationships between education and self-~employment rate on
the group level in the Norwegian context represents another contribution of this study.

The paper is structured as follows. First, alternative theoretical perspectives on
entrepreneurship among immigrants and ethnic minorities are presented, and five
hypotheses are derived. This is bllowed by the methodological section, focusing on the
empirical data and operationalizations. Third, the resultants of the multiple regression
analyses are presented. This is followed by the conclusions, practical recommendations
and proposals for further research.

2- C(,ﬂ(:ﬂ[.tllﬂl rrarnﬂwnrk
2.1 Theories on immigrant entvepreneurshifi

At the societal level structural barriers can prevent particular groups of immigrants
and ethnic minorities from competing with the native born on an equal basis in the
mainsiream economy (Zhou 2004). As a consequence, some immigrants and
minorities can be pushed into self-employment to a larger extent than others.
Racial, national or ethnic discrimination causes blocked mobility for immigrants.
It has been reported that predicted earnings differential between self-employment and
paid employment has a positive effect on the probahility of being self-employed
(Johansson 2000). In the absence of the relevant empirical evidences from Norway,
the study conducted by Hammarstedt (2006) suggests that discriminatory wages in the
wage-employment sector may push immigrants toward self-employment in Sweden.
Legal restrictions which discriminate against particular ethnic groups provide a base
for the middleman minority theory (Bonacich 1973, Light and Bonacich 1988).
According to this theory, groups which are restricted in their economic and juridical
rights are forced mto self~employment. Intragroup solidarity, practising of original
traditions, monoethnic marriages, and the use of home-land language characterize
middleman minorities. However, the middleman minority situation seems to be more
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of an exception rather than a rule. Thus, it 15 not likely to be relevant for a large
number of immigrant groups in Norway.

Geographical concentration of a considerable number of immigranis of the same
origin, which leads to protected market and access to co-cthnic labour, have
traditionally been used to explain high self-employment rates among particular groups
of migrants (Evans 1989, Zhou 1992). Ethnic resources are more important for some
ethnic groups compared to others. In Norway, immigrants from Tunisia, Morocco,
Palestine and Greece have been found to avoid reliance on co-ethnics, while Pakistanis
perceive their ethnic group as an important source of resources needed for business
venturing (Krogstad 2002). Moreover, the demand for ethnic goods and exploitation
of co-ethnic labour plays a critical role in economic adaptation only for a hmited
number of immigrant groups, which tend to form enclaves under certain conditions.
However, ethnic enclave economies are rare, even in the USA (Light et al. 1994).
This approach is therefore not sufficient to cover the broad spectrum of variations in
sell-employment rates among heterogeneous groups of immigrants (Li 2001).

At the group level, the phenomenon of immigrant entrepreneurship is associated
with group-specific cultural values, behavioural patterns, distinet group traits, social
structures, collective resources and coping strategies (Zhou 2004). Light’s cultural
theory (1972) states that some groups of immigrants are more predisposed to
entrepreneurship than others due to their sociocultural background.

At the individual level, education, gender and duration of residence in the country
are found to influence the propensity for entrepreneurship among immigrants
(Hammarstedt 2004, 2006). By the same token, Li (2001) concluded that older
immigrants arriving in better economic years. staying longer in the host-land, and
possessing higher educational levels have higher odds of self-employment. Thus,
demographic characteristics should not be ignored when studying self-employment

among immigrants.

A large difference between levels of self~employment is observed across countries
(Wildeman ef al. 1998). For example, the proportion of self~employed in the work force
is about three times as high in Turkey as in Norway (OECD 1998). The Global
Entrepreneurship Monitor (2005) also reports large national differences in the
proportion of business owners and early-stage entrepreneurial activity. Immigrants
from countries with relatively large self-employment rates are more likely to have
previous experience of self-employment before migration. Consequently, such
immigrants are expected to be better prepared for starting business after migration.
However, the results of empirical testing are mixed with respect to the effect of the
home-country self-employment rates. The results reported by Hammarstedt (2001)
and Yuengert (1993) supported this relationship, while Fairlie and Meyer (1996)
found no evidence for such a relationship. The Hammarsted’s survey was carried out
in Sweden, whereas the last two studies were conducted in the USA.

The proportion of self-employed also changes as the economy of a country changes.
The move from a predominantly rural economy with a high level of business
ownership to an industrial one, where large public corporations dominate and then
again to a post-industrial economy causes a U-shaped curve between economic
development and self~employment (Thurik and Wennekers 2004, Sternberg and
Wennekers 2005). Differences in business ownership rates between countries seem to
be persistent despite this U-shaped pattern (Wennekers et al. 2003). Consequently,
cultural aspects, which are relatively stable over time, are expected to play an
important role in explaining the variations in the level of self-employment
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in different countries. It has been argued that national culture, at least to some extent,
influences the level of self-employment (Hofstede ef al. 2004). The most straight-
forward and frequently used method of assessing the relationship between national
culture and entrepreneurship is through multinational research. In such studies the
characteristics of the culture interact with economic factors in the country to
determine the level of self~employment (Wennekers et af. 2003).

It is generally argued that cultural (Hayton et al. 2002) and economic factors
(Reynolds et al. 1994), as well as the interaction between them (Baughn and Neupert
2003), determine the level of sell-employment in a country. However, comparing
countries is not an easy task becanse of the vast variety of economic, political and
historical factors which also have an impact on the rate of self-employment. To which
extent the differences in the levels of self-employment are caused by national culture
variations or by variations in other factors are therefore difficult to assess in
multinational surveys. Several single country studies which use the individual or the
region as the unit of analysis support the idea that cultural attributes of different
ethnic groups influence entrepreneurial behaviour (Greene 1997, Basu and Altinay
2002, Dyer and Ross 2003, Bouncken 2004).

Owing to the influence of the country-specific economic conditions comparing
entrepreneurs in several countries is a complicated way of assessing the direct effect of
national culture. After migration to one particular country, individuals belonging to
different cultures face the same economic conditions. The environmental conditions
are then controlled for, while the group differences, including culture and educational
characteristics, possibly will explain differences in self-employment rates.

2.2 National culture

Culture can be defined as “the collective programming of the mind which distinguishes
the members of one group or category of people from another’ (Hofstede 1997: 5.
Scholars have identified a number of different cultural dimensions. Hamper-Turner
and Trompenaars (2000), for example, distinguished between the following
dimensions of culture: universalism/particularism, individualism/communitarianism,
specificity [diffuseness, achieved fascribed status, innerfouter direction, and sequential/
synchronous time. Inglehart ef al. (1998) analysed data for 43 countries and found two
important dimensions of national culture: well-being versus survival, and secular-
rational versus traditional authority. Hall and Hall (1990) distinguished between
cultural factors concerning velocity, context, space and time. However, the far most
cited author on cultural dimensions is Hofstede (2001) who identified the following
five cultural dimensions: power distance, individuality, masculinity, uncertainty
avoidance, and long/short-term orientation.
Hofstede (2001: 83) defines power distance in the following way:

The power distance between a boss B and a subordinate 8 in a hierarchy is the difference
between the extent to which B can determine the behaviour of 5 and the extent to which
S can determine the behaviour of B,

National culture reflects the level of power distance that is accepted by hoth the most
and the less powerful members of the society and that is supported by the social
environment. Thus, the power distance refers to the acceptance of inequality. The
index used to measure the power distance (PDI) was derived from country mean

142



Downloaded By: [Hogskolen i Bodo] At: 08:45 6 August 2007

IMMIGRANT-OWNED BUSINESSES IN NORWAY 363

scores on three survey questions regarding perceptions of subordinates’ actual
decision-making styles, and the decision-making style that subordinates preferred in
their bosses. PDI scores bring information about dependence relationships in a
country. Insmall power distance countries there is limited dependence of subordinates
on bosses, and a preference for consultation. The emotional distance between them is
relatively small. In large power distance countries there is considerable dependence of
subordinates on bosses and the emotional distance is large (Hofstede 1997).

The Individualism Index (IDV) based on country mean answer scores on
14 *work goals’ questions, measures a position on the Individualism-Collectivism scale.
Individualism stands for a society in which the ties between individuals are loose. In
individualistic cultures, social 1dentity is based on individual contribution. Basic social
values emphasize personal initiative and achievement. Autonomy, variety, pleasure,
and personal financial security take precedence over group loyalty. Collectivism
stands for a society in which people from hirth onwards are integrated into strong,
cohesive in-groups which, throughout people’s lifetime, continue to protect them in
exchange for unquestioning loyalty (Hofstede 2001: 225). People from more
individualistic cultures value jobs which leave them sufficient time for their personal
or family life. For such people it is important to have challenging work and to have
freedom to adopt their own approach to work. In relatively collectivistic societies
people emphasize training opportunities, good physical working conditions and
the ability to use their skills and abilities as the most important aspects of a job
(Hofstede 1997).

Masculinity stands for a society in which social gender roles are clearly distinet:
men are supposed to be assertive, tough, and focused on material success; women are
supposed to be more modest, tender, and concerned with the quality of life.
Femininity stands for a society in which social gender roles overlap (Hofstede 2001:
297). People in highly masculine societies tend to prize aggressiveness and
performance in terms of ego boosting, wealth, and recognition. The Masculinity
Index (MAS) is a result of factor analysis of the answers to 14 questions related to
working goals. The decisive reason for labelling this dimension ‘masculinity versus
femininity’ was that this dimension was the only one (in Hofstede’s study) on which
the men and women scored consistently differently (Hofstede 1997).

Uncertainty avoidance is ‘the extent to which the members of a culture feel
threatened by uncertain or unknown situations’ (Hofstede 2001: 161). In low
uncertainty avoidance cultures, the inherent uncertainty of life is more easily accepted.
It 15 believed that conflict and competition can be controlled within the rules of
“fair play’ and used constructively. In low uncertainty avoidance countries there is
more willingness to take risks, and achievement is often recognized in terms of
pioneering effort. In high uncertainty avoidance countries, there is a greater fear of
failure, a lower willingness to take risks, lower level of ambition, and lower tolerance
for ambiguity (Hofstede 2001). The Uncertainty Avoidance Index (UAI) was derived
from country mean scores on the survey questions dealing with rule orientation,
employment stability and stress.

The aggregate psychological trait approach is adopted in this study. This
approach is based on the idea that if a society contains more people with
entrepreneurial values more people will be entrepreneurs (Davidsson 1995).
Hypotheses regarding the influence of Hofstede’s indexes can be derived from
previous empirical studies adopting the same theoretical perspective. Hierarchical
social structures are more likely to exist in high-PDI countries (Hofstede 2001).
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Consequently, one can speculate that people from nations scoring higher on power
distance can be expected to be more satisfied with a fixed place within large and stable
hierarchical organizations, than with managing a small business (Shane 1992, 1993,
Wildeman et al. 1998). However, McGrath et al. (1992) found that entrepreneurs
demonstrate beliefs associated with higher power distance compared to career
professionals. These authors suggested that the entrepreneur may tend to endorse a
greater amount of differentiation between themselves and others and, consequently,
use entrepreneurship as a route to a higher position in society.

A larger proportion of the population possesses psychological characteristics
associated with entrepreneurship in individualistic rather than collective societies
(Mueller and Thomas 2001). Such characteristics as the need for autonomy and
independence (Sexton and Bowman 1985) and internal locus of control (Brockhaus
and Horowitz 1985) are expected to be positively associated with entrepreneurial
behaviour.

Masculinity is associated with achievement motivation in McClelland’s (1961)
terminology (Hofstede 2001). One may expect that people {rom masculine cultures
can satisfy their need for achievement more effectively through self-employment in
small business rather than through membership in a large, established organization.

Uncertainty avoidance is expected to be negatively related to self-employment,
since individuals from nations with high uncertainty avoidance have stronger
emotional needs for rules and procedures, and are therefore likely to prefer
employment in established organizations (Shane 1993).

Based on the works by Hofstede (2001), Shane (1992, 1993), Mueller and
Thomas (2001) and Wildeman et al. (1998), the following four hypotheses were
formulated:

Hypothesis I: Controlling for relevant factors, home-country power distance (PDI)
is negatively associated with self-employment among immigrants.

Hypothesis ¢ Controlling for relevant factors, home-country individuality (IDV) is
positively associated with self-employment among immigrants.

Hypothesis 5. Controlling for relevant factors, home-country masculinity (MAS) is
positively associated with self-employment among immigrants.

Hypothesis 4: Controlling for relevant factors, home-country uncertainty avoidance
(UAL) is negatively associated with self-employment among immigrants.

23 Human mpe'm!

General human capital, often measured as years of education and work experience,
relates to factors expected to increase the individual’s productivity for a wide range of
work-related activities (Becker 1993). Based on analysis of numerous empirical studies,
Shane (2004) suggests that general human capital and, specifically, education may be
related to self-employment in several ways. On an individual level, a well-educated
person will be more likely to exploit an entrepreneurial opportunity because the
information and skills that education provides will increase their expected returns on
opportunity exploitation. Education also improves entrepreneurial judgement by
providing people with analytic ability and understanding of the entrepreneurial
process. Moreover, an owner’s higher education is expected to improve the
performance of a business venture. Bruderl ¢ al. (1992) argue that human capital
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may influence the individual's propensity to stay self-employed through survival of
ventures. Tirst, greater human capital increases the founder’s productivity, which
results in higher profits enhancing business survival, Second, easily observable
indicators of human capital, such as education, may be used as screening devices by
customers, investors, and other outside actors on whom the survival of enterprise
depends. Third, even prior to the business establishment, people with higher human
capital are in position to start larger and financially better-equipped businesses
because of their higher earnings as employees. Mareover, through their broader
employment experience such people are more likely to identify the most lucrative
entrepreneurial opportunities. Finally, persons endowed with high human capital are
rarely forced into self-employment by acute need for an income and, therefore, have
more time to develop detailed business plans. It is argued that education may have a
very different impact on self~employment in professional versus non-professional
occupations (Beaujot et al. 1994). However, the majority of academicians agree that an
individual’s education is positively related to overall entrepreneurial activity in
developed countries.

On the aggregative level, human capital is often used as an independent variable
in economic growth studies. Measured as average school attendance rate (Barber
2002) or as percentage of population enrolled at universities and colleges (Habib ef al.
2000), human capital is positively related to national economic performance. Studying
regional variations in start-ups in Sweden, Johannisson (1993) found that the share of
the population with a college education was the variable with the highest exploratory
power. Thus, one can expect that average educational level will be important when
comparing groups of immigrants. The countries, regions, ethnic and other groups
extensively endowed with human capital may, therefore, be expected to demonstrate
superior ability to establish and manage productive entrepreneurial ventures.

The review of the literature on immigrant entrepreneurship reveals somewhat
complex relationships between education and self-employment compared to general
entrepreneurship studies. In immigration studies, education obtained in the home
country, the host country, as well as the total educational endowment has been
measured. In case of entrepreneurship-related studies, the empirical tests provide
inconsistent results considering the relationships between these three measures of
education and propensity towards self-employment. Li (2001) and Sanders and Nee
(1996) found that higher home-country education increases an individual's odds of
becoming self-employed. On the other hand, Le (2000) reported the opposite effect
both for home-country and host-country education.

When not divided by the country of origin, the total educational level has been
found to increase individuals' propensity towards selfemployment (Borjas 1986,
Borjas and Bronars 1989, Fairlie and Meyer 1996, van Tubergen 2005). The opposite
relationships were reported by Cobas (1986), Evans (1989), Clark and Drinkwater
(1998) and Hammarstedt (2001). Moreover, the effects of home-country and
host-country education may interplay. Beaujot et al. (1994) argues that immigrants
with low total educational attainment who have acquired some education in the
country of settlement have higher chances of being self-employed. Such people
have advantages in the form of relevant knowledge about the host-country acquired
during the study. Simultaneously, they may have access to relevant ethnic group
resources. Immigrants with educational level of approximately bachelor and above
acquired in their home country, and who have not accomplished any education in the
country of settlement, have also relatively high chances of being self-employed. In this
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case the reason is different: such persons suffer from non-recognition of their degrees
and inability to find a job corresponding to their educational level. Such immigrants
are, therefore, pushed into self-employment in pursuit of the occupation reflecting
their ambitions. Immigrants with no proper education at all are expected to he under-
represented among the self-employed because of their lack of basic knowledge and
understanding of how to establish and manage a business. Immigrants with degrees
both from the country of origin and from the host country may experience fewer
problems with finding challenging and well-payed jobs in the general labour market,
and will, therefore, be less likely to start a business.

Sanders and Nee (1996) suggest that immigrants with higher human capital are
more likely to come from the upper classes in the home country, which increases their
access to financial capital. Since lack of start-up capital is often cited as a major
obstacle for starting a business, one can expect immigrants who are better educated in
their home-land to be over-represented among the self-employed.

Regarding the mixed empirical evidence from different countries, one can
conclude that the effect of education on immigrants’ propensity towards self-
employment depends on a context. Within ethnic enclaves, an entrepreneur may
survive addressing entirely the loyal co-ethnic customers. Since no large-scale ethnic
economies have previously been reported in Norway, it may be expected that
immigrant entrepreneurs have to challenge relatively highly educated native
competitors. In this case, higher education will be an advantage outside the ethnic
EConomy.

While this paper is focusing on the educational attainment from the home country,
an overall positive effect of education is expected in line with the following argument.
As a proxy of general human capital, education (regardless of origin) will increase
immigranis’ chances to identify and successfully exploit entrepreneurial opportunities.
Immigrants with higher human capital endowment may learn more effectively about
the Norwegian legislation, business procedures, and language, which is essential for
venture establishment. Moreover, judged by the level of formal education, well-
educated persons have higher chances to gain trust from authorities, banks, suppliers
and other native Norwegian stakcholders. Non-recognition of foreign educational
degrees may additionally push well-educated immigrants to self-employment. Taking
all of these factors into consideration, the following hypothesis is formulated:

Hypothesis 5: Controlling for relevant factors, home-country educational attainment is
positively associated with self-~employment among immigrants.

3. Methodology
3.1 Data

In order to test the hypotheses, data on self-employment, gender balances,
populations, and spatial distributions from multiple immigrant groups from
Statistics Norway for the year 2004 was used. Only groups with a minimum of
100 persons in Norway were included. The threshold group size was decided as a
compromise between a desire to include as many countries of origin as possible in the
analysis, and a need to exclude small groups where a few self-employed individuals
could create a disproportional contribution to the group’s self~employment rate.
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With respect to the variables chosen for the analysis, no missing values were observed
in 53 cases. Only these cases were included in the analysis. The size of the immigrant
groups included in the study varied from 20 157 immigrants from Sweden (of whom
4979 were self-employed. ie. 4.86%), to 114 immigrants from Taiwan (of whom
14 were self~employved, ie. 12.28%). The selFemployment rate was highest for
immigrants from Taiwan, Hong Kong, Israel and China and lowest among those from
Tanzania, Thailand and the Philippines (appendix 1). These figures are similar to
empirical findings from other parts of the world. The four immigrant groups which
have the highest rate of self~employment in Norway also have among the highest self-
employment rates in Canada (Hiebert 2003), in the USA (Fernandez and Kim 1998),
and in the UK (Barrett ef al. 2002).

The latest data on Hofstede's measures of national culture was downloaded for
53 countries from www.geert-hofstede.com (downloaded | November 2005). The data
on average educational attainment was acquired from the World Bank (2006). The
relevant operationalizations are discussed in the subsequent subsections.

3.2 Self-employment

Self-employment is a labour-market related parameter, but it is an adequate indicator
of entrepreneurial activity (Acs et al. 1994, Wennekers et al. 2003). Following the
definition used by Statistics Norway, all first-generation immigrants receiving income
from business activities are classified as sell-employed. First generation immigrants are
defined as those born abroad, with both parents born abroad also (Statistics Norway
2004). The applied measure of self-employment is the proportion of self-employed
from each country among all immigrants from the country aged 16 74 years.

33 Culture

This study is based on the assumption that each national culture is preserved both by
individuals living in a particular country and by the immigrants from this country.
Hines (1974) argued that cultural values persist, in some cases even to the second
generation, but that the persistence of values may vary across immigrant groups.
Hofstede (2001) also stated that cultural values are stable over time and that
immigrants are unlikely to acquire the underlying values of symbols and rituals in the
new environment, but are likely to judge the new culture by the old values. Possibly
the most known attempt to operationalize national cultures was made by Hofstede
(2001). Four of Hofstede’s variables are available for a large number of countries,
including all countries from which the largest groups of immigrants come to Norway.
The fifth cultural dimension, long/short-term orientation, was not used in the present
study because of missing values for a high number of countries.

Hofstede’s research has not escaped criticism. Sondergaard (1994) summarized the
constraints of Hofstede’s studies into three categories. First, it is questioned if data
collected between 1968 and 1973 were artefacts of this period. Second, the reliance on
a survey of IBM managers and not on a representative sample of the population is
often criticized. Third, it is questioned whether the use of only attitude-survey
questions was a valid base from which to infer values. Moreover, some critical aspects
of culture have not been addressed by Hofstede (Baughn and Neupert 2003).
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However, Hofstede’s variables have been frequently used in different disciplines
(Sivakumar and Nakata 2001) and empirically verified by other researchers
(Sondergaard 1994). These dimensions have been previously used in the studies on
entreprencurship and innovation (see Hayton et al. 2002 for a review) in non-
immigrant samples.

34 Human capital

Average schooling (in the form of enrolment or attainment) is often used as a proxy for
human capital (Foldvari and van Leeuwen 2005). Since personal or group level data
on home-country educational attainment of immigrants is not readily available from
national statistics, the average data for the countries of immigrants’ origin are used in
this study. Statistical average data from immigrants’ home-country have previously
been used in other entreprencurship studies. For example, Ekberg and Hammarstedt
(1999) and Yuengert (1995) studied the effect of home-country self-employment,
while van Tubergen (2005) focused on GDP and political suppression in the country
of origin. The main weakness of such studies is the inability to address the problem of
selective migration. A direct comparison of average educational levels in a country
and among immigrants from this country to Norway is practically impossible.
However, aggregative data from Statistics Norway (2006) show that immigrants from
Africa have lower average level of education, compared to Europeans and Asians.
That is in line with cross-country data on educational attainment from the World
Bank (2006), which are used in this study. Under the present circumstances the
average years of school among adults in the country of origin in year 2000 is applied as
a measure of home-country educational attainment of immigrants. This measure of
education is also related to cultural properties, as societies with limited human capital
choose larger families and invest little in each member, while those with abundant
human capital do the opposite (Becker 1993). For more details concerning the
methodological aspects of cross-country educational data the work by Barro and Lee
(2000) may be addressed. The Barro-Lee dataset has frequently been used in the
growth literature as a proxy for the amount of education received by the population of
a country (see Chen (2004) for examples).

35 Contrel variables

Many studies have shown that a smaller proportion of women than men start
businesses and become self-employed. It is likely that this pattern remains valid across
countries and immigration groups (Orderud 2001). In Norway only 15% of
immigrants from Thailand are men while the share of men among immigrants from
Greece is 77%. Since the gender composition among immigrants of different origin
varies dramatically, the percentage of men in each immigrant group is used as a
control variable,

Duration of residence in the recipient country is often mentioned as an important
control variable when predicting sel-employment (Fernandez and Kim 1998,
Hammarstedt 2001. Hiebert 2002). A positive relationship between duration of
residence and self-employment is expected because it takes time to learn the new
language and to get access to useful social networks (Orderud 2001). Based on data
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from Statistics Norway concerning the number of first generation immigrants in
Norway each year, the average duration of residence for each immigrant group was
calculated as follows:

3 [ — ng-1y) * (2005 — §)]

N E
where [ = average duration of residence; N = the number of immigrants in 2004;
n=the number of immigrants in year i; and {=vyears 1970, 1980, and ecach year
between 1986 and 2004.

A higher rate of self-employment among some groups of immigrants can be
attributed to their mediating middlemen position in the host society. Being
significantly discriminated, such groups turn to entrepreneurial activities relying on
ethnic solidarity (Bonacich and Modell 1980). Tight geographic concentration of
immigranis may provide exceptional opportunities for minority entrepreneurs through
the availability of co-ethnic clients and employees (Evans 1989). Both the co-ethnic
labour force and clients are bounded to the entrepreneurs through cultural linkages
(Portes and Bach 1985). Hence, both members of middleman minority groups and
cohabitants of an enclave are dependent on living in proximity of each other. In order
to control for a possible effect of the spatial distribution of immigrants, two control
variables were included: group size and concentration rate. Group size is the total
number of immigrants from the country. Concentration rate is the percentage of
immigrants from a country living in the county in Norway with the largest number of
immigrants from this country. Both variables were log-transformed in order to meet
the assumption of normal distribution in regression analysis.

D=

4. Resulis

Correlations between all the variables considered in this study and descriptive statistics
are shown in table 1. As expected. the percentage of males and the duration of
residence are significantly positively correlated with group’s self~employment rate.
The correlation matrix provides preliminary support for three of the hypotheses.
Power distance is significantly negatively correlated with self-employment.
Individuality is significantly positively correlated with self-employment. Finally,
national educational attainment is significantly positively correlated with self-
employment.

The hypotheses were tested using hierarchical multiple regression analysis. First
the control variables were entered into a regression, followed by the cultural variables
and education. Owing to limitations of the sample and to high correlation between the
independent variables, the cultural variables and education were included individu-
ally in regression equations along with the control variables. In this way the number of
independent variables never exceeded five, preserving sufficient degrees of freedom
and reducing problems concerning multicollinearity. This procedure has previously
been used in research on the effect of culture (Shane 1993).

Table 2 shows that power distance is significantly negatively associated with self-
employment, supporting hypothesis 1. The effect of individuality disappears when the
control variables are included in a regression, perhaps because The Individualism
Index is highly correlated with immigrants’ average time of residence in Norway.
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Table 2. Regression results: Self-employment as the dependent variable (N = 53).

Maodsl | Model 2 Model §

Contral Power Model 3 Model 4 Uncertaimty

varighles  Distance  Individualism  Masculinity  Avoidance  Model &
only  Index (PDI) Index (IDV) Index { MAS) Index ([7AI) Eduwcation

Control variables

1. Gender 0.200 0161 0.186 0.199 0214 0.281*
2. Duration of residence 0.402%%  0.186 0.367* 0.406%* 0.405%*  0.090
3. Group size (]..n]T —0.243  —0.266% —0.255 —0.247 —0.269% —0.252%
4. Concentration rate (Ln)' 0.032 0.148 0.057 —0.034 0.067 0.150
Cultural varables

5. Power Distance Index —0.398*

6. Individualism Index 0066

7. Masculinity Index 0.015

8. Uncertainty Avoidance Index —0.176

Education

9. Years of school 0.519%=
bia 0.272 0.549 0.274 0.273 0.301 0.407
Adjusted R? 0212 0280 0.197 0.195 0.227 0.344

F value 4.495%*  5.049%%*  3.545%* 3.524%* 4.051%%  5.456%%%
AR square 0.077 0.001 0.000 0.029 0.1354¢
F change 53.558* 0.089 0.013 1.928 10.678%*

The coefficients reported are standardized betas.
T =0.05 (2-tailed).

=001 (2-tailed).

F*3p < 0.001 (2-tailed).

"The variable is logarithmically transformed.

Hence, hypothesis 2 is not supported. The effect of the remaining two cultural variables
is not significant. Hypotheses 3 and 4 are not supported. Among all the variables
considered in this the study, educational attainment has the most significant influence
on immigrants’ self-employment level, providing strong support for hypothesis 5.

While the control variables alone explain 21.2% of variation in self-employment
rates, adding PDI to the equation helps to improve the explanation to 28.0% of the
variation. Adding educational attainment to the control variables explains as much as
34.4% of variation of the dependent variable. The significant change of the F value
(+5.558) confirms that PDI explains a significant proportion of the variance in the
self-employment rate among different groups of immigrants. The significant
improvement in R* (+0.135) and change in the F value (+10.678) compared to the
base model indicate that home-country educational level is important to consider
when trying to explain immigrant groups’ sell-employment rate.

5. Conclusions

This study focused on immigrants’ national culture measured through four of
Hofstede’s dimensions and on educational attainment in immigrants’ countries of
origin. Controlling for relevant factors, power distance and education proved to have
a significant impact on the immigrant group’s level of self-employment. The other
cultural factors were also correlated with the self-employment rate in the expected
direction, but they failed to have a significant effect in the multiple regressions. As far
as the present authors are aware, this study is the first to link immigrants’ national
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culture and national educational level directly to the differences in sel-employment
rate among a wide range of immigrant groups. In line with Hofstede's (2001)
arguments, the findings show that first generation immigrants remain embedded in
their original national culture despite the influences of the host country cultural
environment.

In this study. the hypothesis concerning the positive relationship between
education attainment and self-employment among immigrants is strongly supported.
One can speculate that entering into selbemployment in a new country of residence
requires intensive learning. Thus, people from countries with high average educational
levels, who may learn language, formal rules, and new business procedures more
effectively, are more likely to start a business and become self-employed. Supporting
the blocked mobility thesis, this effect can be magnified by non-recognition of degrees
acquired outside Norway, which additionally pushes highly-educated immigrants into
self-employment. Another plausible explanation for the positive relationships between
home-couniry education and group’s sell-employment rate concerns the perceptions of
Norwegian banks, suppliers, and other stakeholders. Better-educated immigrants may
gain more trust from natives, which is important for establishing and conducting
business outside the ethnic economy.

In this study secondary data was used to test the hypotheses. Measures of national
culture and school attainment were taken from surveys carried out in the immigrants’
home countries. This research design has its limitations. First, some immigrants may
not belong to the dominant culture in their home country, because they have a
particular ethnic or religious background. Second, there is a chance that people who
migrate can differ from those who decide to stay with regard to their perceptions of
culture or educational level. However, all research using secondary national data
share this limitation. There is definitely a need for more individual level studies on
relationships between national culture, human capital and immigrant entrepreneur-
ship. Such studies should, whenever possible, address the question of selective
migration which has not so far attracted considerable attention in the entrepreneur-
ship literature. Moreover, it should be noted that the generalizability of this study is
somewhat limited due to some specific conditions in Norway. In Norway, the majority
of immigrant groups are distributed among different regions in the same proportions,
reducing the importance of spatial dimensions for differences in self-employment.
Before World War 11, immigration to Norway was almost non-existent (Tjelmeland
and Brochmann 20013), in contrast to countries with long traditions of immigration
such as the USA, Canada and Australia. In such countries the enclave economy may
be more important.

This study has several practical implications. Encouraging entrepreneurship
among immigrants is recognized to be an important task for politicians in many
countries including Norway. Policy-makers should keep in mind that immigrants from
some nations are more predisposed for self-employment because of their cultural
background. At the same time, people from some nations are more endowed with
general human capital in a form of education that improves their ability to start
business in their new host country. Government programmes should take these
differences into consideration when designing support systems for immigrant
entrepreneurs. One can expect that insufficient human capital may hinder some
groups of immigrants from participating in the economic life under the same
conditions as natives. Thus, improving the educational attainment of under-educated
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immigrants should be considered as a primary instrument of attracting such
immigrants to self~employment.

The findings presented here may also have implications for our foreign aid to
developing countries. While culture may be hard to change, efforts should he made to
try to reduce the power distance in some countries. [t is also possible that improving
educational systems in developing countries may increase the number of future
immigrants with entrepreneurial capabilities.
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Appendix 1. Hofstede's index scores, average years of education in the
countries (year 2000}, and self-employment rates for 53 immigrant groups in
Norway (year 2004).

Uncertainty Average  Self-employment

FPower Distance  Individualism Masculinity Avoidance years rate (%) among

Couniry Index (PDI)*  Index (IDV)*  Index (MAS)* Index (UAD¥ of school®*  immigranis %%
Argentina 49 46 56 &6 8.83 5.93
Australia 36 a0 61 51 10.92 5.18
Austria 11 55 79 70 8.35 7.24
Belgium 65 75 51 94 9.34 6.24
Brazil 69 38 49 76 kRt 2.32
Canada 89 80 52 48 11.62 5.43
Chile 63 28 28 86 7.5% 229
China 80 20 66 40 6.35 7.69
Caolombia 67 13 G &0 5.27 2.98
Czech Republic 57 58 57 T4 9.48 5.86
Denmark 16 74 16 23 9.66 661
Eeuador T8 i3 63 67 6.41 343

(contimed)
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Appendix 1. Continued.

Uneerlainty Average Self-empliyment

Power Distance  Individuali Masculfni) Azoid: years rate (%% ) among
Country Index (PDI)*  Index (IDV)* Index (MAS)* Index (UAL)*  of school**  immigranis ***
Egypt it i 52 Lt 5.51 6.87
Finland 33 63 26 59 9.99 4.85
France 66 71 43 86 7.86 378
Germany 35 67 66 65 10.2 546
Ghana i 20 46 54 3.89 1.72
Greece 60 35 57 112 a.67 7.25
Hiong Kong 6 25 57 29 9.41 10.68
Hungary A6 5h 86 82 9.12 4.57
India 77 48 56 40 5.06 5.56
Indenesia 8 14 16 48 4.99 2.66
Tran 58 41 43 58 5.31 407
Iraq B0 Bt 52 i3} 3.95 1.86
Ireland 26 70 66 35 9.35 6.97
Israel 13 o4 47 #l 9.6 8.62
Ttalia 50 76 0 75 7.18 5.10
Japan 54 46 a5 92 9.47 5.30
Kenya 64 27 41 52 4.20 1.89
Malaysia 104 26 50 36 6.80 5.02
Mexico 81 30 69 82 7.23 2,63
Netherlands 38 & 14 53 9.35 6.4]
New Zealand 22 79 56 49 11.74 723
Nigeria T 20 46 54 1.02 3.26
Pakistan 55 14 50 70 3.68 6.683
Peru 64 16 42 87 7.58 3.62
Philippines 94 32 64 44 8.21 1572
Poland 66 el 64 93 9.684 3.16
Portugal 63 27 31 104 5.87 2.30
Sierra Leone 77 20 46 54 2.40 5.37
Singapore 74 20 48 8 7.05 3.38
Scuth Africa 49 65 63 49 6.14 5.53
Scuth Kerea 60 18 39 85 10.84 4.72
Spain 57 51 42 Ei 7.28 3.99
Sweden 31 71 5 29 11.41 486
Switzerland 34 68 70 58 10.48 5.61
Taiwan 56 17 45 69 8.76 12.28
Tanzania 64 27 41 52 271 1.65
Thailand 64 20 34 4 6.50 1.70
Turkey 66 a7 45 5 5.29 3.25
UK 35 a9 66 35 9.42 6.00
Uruguay 61 36 38 100 7.56 6.25
UsA 40 a1 62 46 12.05 5.05

Sources: *Hofstede (2001).
**Warld Bank (2006).
***Statistics Norway (2005), special tabulation.
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This paper investigates the survival rates of businesses founded by immi and natives in th
of Norway, which has not yet been explored. Based on the relevant li review, the P s
human capital and venture’s start-up characteristics were expected to explain the differences
the survival rates of busi i by immig and natives. Longitudinal data on 389 firms
established in 2002 were analyzed. It was revealed that the survival rate was lower for businesses
blished by immi, d to those established by natives. The analysis suggests that the
relatively low survival rate of blished by immigrants is partly explained by the perceived
novelty of the p d by the fact that immig; likely to locate their businesses in urban
areas. Human capital differences were not found to explain immig: ive differences in busi
survival rates. Based on these results, several practical implications and suggestions for future research
are offered.

Keywords: Immi jed busi i survival; human capital; start-up; Norway.

1. Introduction

Immigrant- and minority-owned small business has recently attracted a great deal of aca-
demic attention. It has been argued that both immigrants and host ies benefit from the
rise of immigrant entrepreneurship. Through self-employment immigrants achieve upward
economic mobility; cope with their blocked mobility on the labor market (Light and Roach,
1996); and respond effectively to the current restructuring of Western industrial economies
(Waldinger e al., 1990). Moreover, ethnic entrepreneurship contributes to the host country's
economic and social welfare through revitalization of declining regions, introduction of new
products, fostering of the emergence of new spatial forms of social cohesion, opening of
the trade links between countries etc. (Kloosterman et al., 1999; Saxenian, 2001). While
the policy makers start to focus on the challenges related to the development of immigrant
owned businesses in Norway, the amount of relevant knowledge is diminutive. The few
studies on ethnic and immigrant entrepreneurship conducted in Norway include, along with
entrepreneurship-focused research projects (Orderud, 2001), some sociological (Krogstad,
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2002), anthropological (Fossum, 1999) and historical (Wist, 2000) papers. Unfortunately,
the lack of common focus and coordination has hindered the development of a coherent
study of the subject in Norway. Improving public policy toward immigrant entrepreneurship
clearly requires a deeper understanding of the phenomenon under scrutiny. Regardless of
national context, the survival rates of immigrant-owned businesses remains the least studied
area compared to, for example, the immigrants’ rate of business participation. Indeed, not a
single study has focused on the survival of businesses established by immigrants in Norway.
This study seeks to contribute to closing this knowledge gap. The purpose of this research is
to explore if there are differences in the survival rates between native- and immigrant-owned
firms and to identify the specific problems hindering immigrant entrepreneurs on their way
toward equal participation in the Norwegian economic life.

Such factors as owner's education (Bates, 1989, 1994b; Christopher, 1998), employment
experience, access to financial capital, sectoral choice (Christopher, 1998), owner labor
input, firm's start-up size (Bates, 1994b), and focus on minority market (Bates, 1989, 1994b)
are confirmed through empirical evidences to be significantly related to the survival of
minority-owned firms.

The factors that affect the survival chances of new enterprises extracted from previous
research may be categorized in the following way: (1) individual characteristics of the
founder, (2) attributes, structural characteristics and strategies of the new business itself,
and (3) environmental characteristics (Bruderl ef al., 1992). In this paper, it is expected that
venture characteristics as well as personal characteristics of the founders will account for
a significant portion of intergroup differences in firms’ survival. In absence of large-scale
ethnic economies, environmental factors are, on the contrary, not expected to distinguish
minority owned firms from the general population.

Among the initial factors affecting new business outcomes, owner's human capital and
venture's start-up characteristics remain to be the far most studied. This paper will explore
if these two domains explain possibie differences in the survival rates between the firms
established by immigrants and natives in Norway.

2. Survival Rate Differences

The scarce evidence from other parts of the world has revealed differences in survival rates
between the ventures started and owned by immigrants and those established by natives.
In Sweden, which is Norway's nearest neighbor-country, firms started by immigrants have
higher odds of exiting in both the short and long run (Persson, 2004). Studying longitudinal
data on entrepreneurs who have received support for starting a business in Sweden, Ham-
marstedt (2002) found that non-European immigrants had higher chances of transition into
unemployment compared to natives. Bruderl and Preisendorfer (1998) have not found any
significant differences in survival rates between German native- and immigrant-owned firms.
On the contrary, Fertala (2006) reported that survival of companies registered by immigrants
is lower compared to companies established by native Germans. These results were robust
across all the industrial sectors, age-groups and administrative districts analyzed.

Many studies on minority business survival rates have been conducted in the US. In
this country, minorities are most often defined as racial groups (usually Asian, White,
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Black and Hispanic) as opposed to the focus on self-defined ethnicity and the country of
origin, which are broadly used in European and Scandinavian studies. Racial terms are
rarely discussed in Norwegian academic literature as well as in political debates. Taking
into account that immigrants constitute a large share of racial minorities in the US, the
relevant studies on survival rate are of a large interest. On the other hand, in the context of
the current research, these evidences have been cited with concern about the definitional
incongruence. The analysis of national level data on business survival between 1987 and
1991 conducted by Christopher (1998) reported a 70 percent survival rate for minorities
among the single-owned firms and 81 percent for non-minorities. Another study revealed
that the four-year survival rates of the four minority-owned business categories were all
lower than the survival rate for non-minority-owned businesses, which was 72.6 percent.
The minority categories were as follows: Asian- and Pacific Islander (survival rate 72.1
percent), Hispanic (68.6 percent) and Black (61.0 percent) (Lowrey, 2005). McEvoy and
Aldrich (1986) reported somewhat more complex results: due to unidentified reasons Asian
owned firms were more likely to survive in 1978-80, white owned firms in 1980-82, and
Asian owned in 1982-84. Robb (2002) reported that four-year survival rate was highest for
Asian-owned businesses (51.7 percent) followed by Whites (48.7 percent), Hispanics (43.7
percent) and Blacks (34.8 percent). It appears that Asians firms demonstrate survival rates
beyond those of other racial groups. However, there are variations between Asian immigrant
firm subgroups defined by the country of origin. Bates (1994b) reported that 85.1 percent
of firms formed by the immigrants from India in the period from 1979 to 1987 were still in
business in 1991. The respective percentage was 84.7 for the firms started by Chinese, 81.2
by Koreans, and 77.9 by Vietnamese. Interestingly, Bates (2005) found that firm closures
among minority owners were disproportionately unsuccessful closures.

Since the survival rates of the firms initiated by immigrants and racial minorities (except
Asians") are observed to be lower compared to the native-established firms, we expect that
the same difference will be observed in Norway. Thus, our first hypothesis was formulated
in the following way:

H1: The four-year survival rate of new firms established by immigrants in Norway is lower
compared to survival rate of the firms established by natives.

The determinants of the observed differences in survival rates between immigrant- and
native-owned establishments have not yet been afforded much attention. Based on relevant
theoretical perspectives, empirical studies focusing on the survival of native-owned firms, as
well as on the scarce empirical evidences considering viability of immigrant-owned firms,
hypotheses are formulated as described in the following sections.

3. Human Capital

Becker (1993) distinguishes between general and specific human capital. General human
capital, often measured as years of education and work experience, relates to the factors

* Asians account for about a third of all first-generation immigrants in Norway.
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expected to increase the individual’s productivity for a wide range of work-related activities.
Contrastingly, specific human capital is applicable only to a specific domain. In entrepreneur-
ship, literature specific human capital is usually measured as managerial, industry specific
and self-employment related experience (Bosma et al., 2004; Cooper et al., 1994).

Bruderl et al. (1992) argue that human capital may influence the survival of ventures in
several ways. First, greater hurnan capital increases the founder’s productivity, which results
in higher profits, thereby enhancing business survival. Second, easily observable indica-
tors of human capital, such as education, may be used as screening devices by customers,
investors and other outside actors on whom the survival of enterprise depends. Third, even
prior to the establishment of businesses, people with higher human capital are in position
to start larger and financially better-equipped businesses because of their higher earnings
as employees. Moreover, through their broader employment experience, such people are
more likely to identify the most lucrative entrepreneurial opportunities. Finally, people
endowed with high human capital are rarely forced into self-employment by acute need for
an income and, therefore, have more time to develop detailed business plans. Contrary to
these assumptions, Gimeno et al. (1997) found that firms owned by entrepreneurs with more
general human capital do not necessarily survive more frequently, probably because of an
increased threshold of performance associated with such entrepreneurs. Among the mea-
sures applied (education, supervisory experience and managerial experience), only the last
one had a positive relationship with the threshold. However, the binominal model revealed
a weak negative relationship between an owner's former education, supervisory experience
and exit from business.

3.1. Employment experience

One of the measures of general human capital that is commonly used in empirical studies
on entrepreneurship is employment experience. Bruderl (1998), Bruderl et al. (1992), and
Boden and Nucci (2000) found that an owner's longer employment experience was positively
associated both with the venture’s initial size and with its survival. On the other hand,
Bosma et al. (2004) found no significant association between these variables. Christopher
(1998) reported the significant positive effect of a minority business owner’s employment
experience on business survival. Based on the evidence cited, it may be suggested that
employment experience should be positively associated with the survival of both native- and
immigrant-owned firms in Norway. Therefore, the dissimilarity in the accumulated work
experience may explain the differences in the survival rates between the firms established
by immigrants and natives.

3.2, Education

Empirical studies have found positive relationships between the owner's education and
the survival of a firm (Bruderl and Preisendorfer, 1998; Bruderl er al., 1992; Cooper et al.,
1994; Headd, 2003; Kauermann et al., 2005). In addition, studies focusing on minority estab-
lishments have revealed that higher educational endowment increases the odds of venture
survival (Bates, 1994b; Christopher, 1998). Comparing survival of Asian- and white-owned
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firms in the US, Robb and Fairlie (2007) found that education played a major role in explain-
ing the gap in outcomes between these two groups. Notably, Christopher (1998) found
that formal education had less impact on business viability of minority-owned businesses
compared to non-minority-owned firms. Bates (1989) argued that the effect of education
depends on whether the entrepreneur operates within the minority community or outside it.
The results of his research indicated that black-owned firms not located in the large urban
“ghettos” are more likely to survive beyond five years if started by owners with four or more
years of education. On the contrary, survival of businesses within the minority communi-
ties is directly associated with minimal owner education. Apparently, business success on
general market depends on owners' high human capital endowment, while the low educated
entrepreneurs operate their less profitable firms serving a minority clientele mainly because
of the lack of alternative means of survival. Since the presence of significant urban “ghettos™
has not so far been reported in Norway, we expect that, in line with the majority of studies,
the owner’s education will have a positive effect on survival of both immigrant-owned and
native-owned firms.

3.3. Business-ownership experience

Business ownership experience is recognized to be the most relevant type of specific human
capital in the case of entrepreneurship (Bruderl er al., 1992). Actually starting a venture
is probably the most effective way of learning such specific entrepreneurial tasks as ini-
tial organizing, establishing of relationships with key stakeholders, allocation of human
resources, adjusting to market changes and facilitation of communication within the orga-
nization. It is therefore argued that owners with previous start-up and business ownership
experience should operate businesses with higher odds of survival (Shepherd ez al., 2000).
Using data on self-employment among natives in Britain, Taylor (1999) found strong sup-
port for this hypothesis. The authors of this paper failed to find relevant empirical tests
on an immigrant population. However, it may be suggested that, exactly as in the case of
natives, business-ownership experience improves the survival chances of the immigrant-
owned firms.

Summing up the theoretical suggestions about the role of human capital, the following
hypothesis has been developed:

H2: When controlling for human capital, the survival rate of immigrant-owned businesses
is not significantly different from the survival rate of businesses owned by natives.

4. Venture’s Start-Up Characteristics

As discussed in the previous subsection, the qualities of the business founder influence the
survival chances of the venture. On the other hand, the characteristics of the venture itself
may be critical for business survival. In this study, the following start-up characteristics
have been suggested to influence the survival of businesses: the amount of start-up capital,
presence of multiple partners, perceived novelty and location.
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4.1. Start-up capital

The amount of start-up capital is expected to improve the chances for venture survival. It
is argued that more initial capital buys time, while the entrepreneur learns or overcomes
problems (Cooper et al., 1994). By the same token, initial capital provides a liquidity buffer
for the firm to survive under conditions of low performance (Bruderl and Schussler, 1990).
More financial capital also allows exploitation of some lucrative opportunities that require
the amount of investments unavailable to other actors on the market. Moreover, capitalization
influences external sharcholders’ perspective of the stability, legitimacy and dependability of
new ventures (Shane, 2004). The positive association between start-up capital and business
survival was evidenced in numerous empirical studies (Audretsch and Mahmood, 1995;
Bates, 1990, 1994a; Bruderl and Schussler, 1990; Cooper et al., 1994; Kauermann et al.,
2005). Still, Audretsch et al. (1999), van Praag (2003) and Wagner (1994) have not found any
significant effects of initial capitalization on survival. Notably, analysis reported by Boden
and Nucci (2000) indicated that significant positive association between initial capitalization
and business survival appeared for one cohort of establishments and not for another.

Studying minority-owned firms in the US, Christopher (1998) found that starting capital
was one of the most significant contributors to business survival. Surviving Asian immigrant
firms have been reported to be those started with larger investments of financial capital
(Bates, 1994b; Robb, 2002; Robb and Fairlie, 2007). When minority- and non-minority
owned firms were compared, larger financial capital inputs at the point of business start-up
are consistently related positively to firm survival, irrespective of owner race (Bates, 1989).

Based on the evidence cited, it is suggested that start-up capital is an important predictor
of business survival, though the effect can be milder at certain time periods. Thus, intergroup
differences in initial capitalization may contribute to explaining the differences in survival
rates of native- and immigrant-owned firms.

4.2. Founding team

Based on the literature review, Cooper and Gascon (1992) and Shane (2004) argued that
firms established by teams had higher chances of survival compared to the firms founded
by solo entrepreneurs. Relatively high survival rates among team-founded ventures may be
explained by the number of advantages a team-based venture has. First, a team can assemble
more resources and rely on a broader variety of skills compared to solo entrepreneurs
(Ucbasaran er al., 2003). Second, the presence of partners may contribute to the credibility
of business and, therefore, make businesses started by teams more attractive for lenders and
other external stakeholders (Cooper et al., 1994). Third, due to some cognitive limitations,
solo entrepreneurs may find it difficult to gather and process all the information necessary to
start a business (Hansen and Allen, 1992). Fourth, multiple owners may proxy for a deeper
commitment to a successful enterprise therefore, increasing chances of survival (Astebro
and Bernhardt, 2003). Finally, a team consisting of several entrepreneurs enables verification
of the validity of their business idea (Cooper and Daily, 1998). Several empirical studies
(for a review, see Shane, 2004) supported the suggestion that businesses founded by teams
demonstrated superior survival rates compared to the firms established by individuals. In the
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present literature review, the authors failed to find any empirical studies focusing specifically
on the relationships between the presence of co-founders and survival of immigrant-owned
businesses. However, it may be suggested that the native/immigrant differences in business
survival may be partly explained by the extent to which founding teams are employed by
each of these groups.

4.3. Perceived novelty

Referring to classical works by Schumpeter (1934) and Kirzner (1985), Samuelson (2001)
suggested that exploitation of innovative venture opportunities differs from exploitation of
equilibrium venture opportunities. Using innovative business opportunities, entrepreneurs
enter a new product-market arena that others have not yet recognized, while entrepreneurs
exploiting equilibrium opportunities make use of widely available knowledge concerning
products and markets. Since exploitation of innovative opportunities is more time consum-
ing and demands more resources, one may suggest that performance of the respective type
of businesses should be lower compared to businesses based on equilibrium opportuni-
ties. Testing this proposition, Isaksen (2006) found that business founders perceiving their
businesses’ product/services to have higher degree of novelty were less likely to report supe-
rior early business performance. It is, therefore, possible to suggest that underperforming
innovative businesses may demonstrate lower survival rates compared to more traditional
ventures.

It is often suggested that immigrant entrepreneurs tend to provide exotic products and
services (e.g., Ma Mung and Lacroix, 2003). Introduction of ethnic goods and services to
the host country market involves exploitation of innovative business opportunities. Thus, the
relevant immigrant businesses may demonstrate lower survival rates compared to traditional
native owned firms. The latter may be more likely to exploit equilibrium opportunities. In
this study, it is suggested that perceived novelty of products/services may partly explain the
differences in survival rates between native and immigrant entrepreneurs.

4.4. Location

The location of the business is an important factor influencing both the availability of
resources and access to customers (Isaksen, 2006). It is suggested that entrepreneurial
opportunities in urban locations are more valuable compared to the opportunities found
in rural areas (Shane, 2004). Thus, exploitation of these lucrative opportunities may lead
to relatively high survival rates of businesses located in urban areas. Residing in the major
metropolitan areas after migration seems to increase immigrants’ chances of becoming self-
employed (Hammarstedt, 2006; Razin and Scheinberg, 2001). This effect may be explained
by higher concentration of co-ethnics in metropolitan areas. On the contrary, Lunn and
Steen (2000) argued that urbanization was associated with more employment for wages
and salaries. Their analysis of the US census data revealed that increasing urbanization
tended to reduce self-employment rates among immigrants. An empirical study conducted
by Robb and Fairlie (2007) demonstrated that Asian-owned firms located in urban areas of
the US were more likely to close than firms located in non-urban areas. With respect to these
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inconsistent results, it is difficult to hypothesize the direction of relationships between loca-
tion in urban areas and survival of immigrant-owned businesses. However, it is expected that
location may partly explain the survival differences between immigrant- and native-owned
ventures.

Taking into account a venture's start-up characteristics such as the presence of multiple
partners, amount of start-up financial capital, perceived novelty and location, the following
hypothesis has been formulated:

H3: When controlling for a venture's start-up characteristics, the survival rate of immigrant-
owned businesses is not significantly different from the survival rate of businesses
owned by natives.

5. Demographic and Environmental Control Variables

In this study, the following two control variables were included: gender and industry. In
entrepreneurship studies, gender is possibly one of the most frequently used control vari-
ables. Both male-owned (Boden and Nucci, 2000; Bosma et al., 2004) and female-owned
(Cooper et al., 1994; Pearson et al., 1994) firms were reported to have greater chances
for survival. In Norway, only 15 percent of immigrants from Thailand are men while the
share of men among immigrants from Greece is 77 percent. Since demographic skewness
of immigrant population may result in relevantly higher/lower business survival, the gender
variable will be controlled for.

It is suggested that the survival rate will be lower for new establishments that enter
on a sub-optimal level in industries where there are economics of scale (Javanovic, 1982).
However, rejecting this hypothesis, Persson (2004) reports differences in survival rates for
different industries. Analyzing industry specific effects, Strotmann (2007) found that the
risk of new-firm failure was higher when an industry’s minimum efficient scale was larger,
the sectoral demand-conditions were worse, the market was narrower and the dynamics of
foundation within an industry were higher. Based on the US Census data, Headd (2003)
found that survival rates are lower in retail and services compared to manufacturing. Immi-
grant businesses tend to be overrepresented in retail and personal service sectors of economy
in, for example, Denmark (Bager and Rezaei, 2001) and the US (Borjas, 1986). The same
tendency was reported in Norway (Orderud, 2001). Since the survival rates are expected to
differ between industries, the relevant control variable was included in the analysis.

6. Methodology

The hypotheses presented above are tested applying a longitudinal sample of Norwegian
small businesses. The initial data collection took place during four weeks in May/June 2002,
and information was collected concerning the independent and control variables included
in this study. The sampling frame consisted of all sole traders, partnerships and unlisted
limited companies that entered a Norwegian business register during four weeks in 2002.
Approximately one week after we received information from the business register regarding
business registration, questionnaires were mailed (in four rounds) to the businesses. Three
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weeks after the initial mailings, a reminder with a copy of the questionnaire was posted in
four rounds to the non-responding businesses. In total 3,121 businesses were approached
and we received 1,048 completed questionnaires.

The two rounds of follow-up interviews took place during Weeks 5-8 in 2004 and during
Week 13 in 2006. In both cases, a professional survey agency was engaged to telephone the
respondents who participated in the postal survey. The questionnaires used in the follow-
up interviews were brief and focused on outcomes of the business start-up process. This
included information regarding the dependent variable in this study, business survival, Dur-
ing the 2004 telephone interviews, the survey agency attempted to reach 980 of the 1,048
respondents who completed postal questionnaire. As a result of being de-registered from the
business register, 29 businesses were removed from the initial sample. Six businesses had
more than 50 percent missing data and we were not able to reach 33 respondents because
the contact people were not listed in any available telephone directory. Among the 980
respondents, 275 were inaccessible and 54 refused to participate. Therefore, we were able
to collect follow-up data from 651 businesses, among these, 557 reported that they were
still in operation in 2004.

Concerning the follow-up interviews in March 2006, the survey agency attempted to
telephone 501 of the 557 businesses that reported to be in operation in 2004. The sample was
reduced to 501 businesses because 18 of the respondents reported in 2004 that they were not
owner of the businesses. Further, 38 businesses had been de-registered from the business
register during the time between the first and the second follow-up interview. Among the
501 respondents, 173 were inaccessible, 15 refused to participate and 7 were not in the target
group. With respect to the 306 businesses that participated, 251 reported that they still were
in operation in 2006. In total, this equals 216 non-surviving businesses (29 de-registered
2004, 38 de-registered 2006, 94 reported to be not in operation in 2004 and 55 reported not
to be in operation in 2006), and 251 surviving businesses. However, the sample was further
reduced by removing respondents who in 2002 reported that: (1) they neither alone nor
together with partners were responsible for the business founding, (2) the businesses were
subsidiaries of another business, and (3) the businesses were neither started from scratch
or acquisitive entries. In addition, businesses were removed from the sample if respondents
in 2004 or in 2006 reported not to be owners of the businesses. Further, individuals that
reported that they were not born in Norway and also reported that their father or mother was
born in Norway were not included in the sample. Finally, responses with missing values
on categorical variables used in this study were also removed. These requirements reduced
the final sample to 389 businesses (184 non-surviving and 205 surviving businesses in
2006). Responses with missing values concerning metric variables were not removed since
imputations techniques (EM-imputation) were utilized in order to maintain the sample size
for the multivariate analyses. With regard to the final sample, 5.7 percent of the businesses
were started by immigrants. The founder’s average age in 2002 was 38.9 years and 25.2
percent of the businesses were started by women.

In order to check for possible response bias, t-tests and chi-square tests were performed
comparing the final sample with non-responses. Independent and control variables as well
as legal form and county were compared across the two groups, and no differences were
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detected at the 0.05 level of statistical significance. Hence, the tests give no reason to suspect
that the final sample is unrepresentative relating to the sampling frame.

6.1. Measures

The operationalization of the dependent variable and independent and control variables are
summarized in Table 1. With regard to the classification of immigrant firms, only busi-
nesses reported to be started by individuals not born in Norway, with both parents born
outside Norway, were regarded as immigrant businesses. As shown in Table 1, the majority

Table 1. Dependent, independent and control variables.

Variables Variable description
Dependent variable
Business survival Businesses reported to have survived in 2006.
(1 = yes, 0 =no)
Independent variables
Immigrant The respondents reported not to be bom in Norway and neither their father
or mother was born in Norway.
(1= yes, 0 = no)
Human capital
Work experience Number of years of work experience.
High education Educational attainment, at least four years at university.
(1 = yes, 0 = no)
Business ownership The founders reported at the initial survey to either currently or previously
experience own and manage another business(es).
(1 = yes, 0 = no)

Business characteristics
Founding team

Perceived novelty

Initial financial capital

Location

Control variables

Businesses started by two or more partners.

(1 = yes, 0 = no)

A d scale adapted from R (M}mmcmmol‘
three (nf‘ will our products or services as
new and unknown, (Z}chnrnooompeungbmmessesaﬂ’cumhr
product or service, and (3) The logy or the prod of
the product/service is not easily available. Respmsesmmeu:u
statements were added together and then divided by three.

The total of loans and equity. The variable has seven categories: (1) 0
NOK, (2) 1 1o 10,000 NOK, (3) 10,001 to 50,000 NOK, (4) 50,001 to
100,000 NOK, (5) 100,001 to 200,000 NOK, (6) 200,001 to 1,000,000
NOK, and (7) more than 1,000,000 NOK.*

Rural = municipality of 10,000 people or less. Mid-size area =
municipality of more than 10,000 people and less than 100,001 people.
Urban = municipality of 100,001 or more people.

Male (= 1) and female (= 0).

&venchsslﬁmonsot‘mdmy tl}Agnquwm. forestry, fishery and fish
farms, (2) f g, (3) P (4) retail,
wholesale, hotels and remm. (5) mnmer services, (6) professional

*1 NOK = approx. 0.16 US$ and 0.12 EUR.
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of the variables are operationalized as dummy variables. Only one variable (perceived
novelty) is measured using several indicators. The respondents were asked to rate dis-
agreement/agreement with three statements using a 7-point Likert scale. The Cronbach's
alpha value for this summated scale is 0.74 and indicates satisfactory internal consistency.

7. Results and Findings

Cross tabulation and chi-square analysis were used in order to test Hypothesis 1. Results
shown in Table 2 support Hypothesis 1 which suggested that firms started by immigrants have
a lower survival rate compared with new businesses started by native entrepreneurs. This
relationship is significant at the 0.05 level. Results in Table 2 also indicate that immigrant
entrepreneurs are more likely than native entrepreneurs to have obtained higher education
(p < 0.01). Moreover, results also indicate a statistically significant difference with regard
tolocation (p < 0.01). Immigrant firms are more likely to be located in urban areas compared
to firms started by natives. No statistically significant differences between immigrant and
native entrepreneurs are detected with regard to business ownership experience and the
forming of a founding team.

We also investigated if there were differences between immigrant and native
entrepreneurs and their firms with regard to the metric independent variables used in this
study. The -tests presented in Table 3 do not suggest that there is a statistical difference with
regard to years of work experience. Concerning business characteristics, results suggest that

Table 2. Differences between immigrants and natives with regard to business survival, human capital

Immigrant Chi- Significance
Yes(n=22) No(n=367) Square level
mll) NomBD) e (raled

Count % Count %

Business survival 2006 6.048 0.014
Yes 6 27.3 199 542
No 16 77 168 458

Human Capital

Higher education 9.436 0.002
Yes (University 4 years +) 12 54.5 91 24.8
No 10 45.5 276 75.2

Busi hip experi 0.588 0.443
Yes 9 409 121 33.0
No 13 59.1 246 670

Business Characteristics

Founding team 1.683 0.195
Yes 2 9.1 75 204

20 90.9 292 196

No
Location 10.983 0.004

Rural (<10,001 people) 3 13.6 105 286
Mid-size area (10,001-100,000) 6 273 165 450
Urban (>100,000) 13 59.1 97 264
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Table 3. Differences between immigrants and natives with regard to human capital and business

characteristics, continuous variables.
Immigrant r-value  Significance
Yes(n=22)  No(n=367) Jevel
(two-tailed)
Mean Stddev. Mean Std.dev.
Human capital 16.42 11.93 17.83 11.81 0.521 0.603
Work experience
(2 missing values)
Business Characteristics 1.31 0.49 0.84 0.63 —3.358 0.001
Perceived novelty (log)
(8 missing values)
Initial financial capital 2.89 1.94 348 2.01 1.213 0.226
(32 missing values)

businesses started by immigrants are perceived to be more novel than firms started by natives
(p < 0.01). Further, while firms started by immigrants have raised less initial financial capital
compared to firms started by natives, this relationship is not statistically significant.

The hypotheses were formally tested using logistic regression. The multicollinearity
issue was explored and performed tolerance tests do not indicate that multicollinearity is a
problem when using logistic regression analysis to detect the combination of independent
and control variables associated with business survival. Control variables and immigrant
status were included in Model 1 in Table 4. The results show that Model 1 is statistically
significant at the 0.1 level. It is interesting to note that there is a significant negative asso-
ciation between immigrant status of the founder and business survival. This indicates that
immigrant firms compared with firms owned by natives are less likely to survive.

To test Hypothesis 2, the human capital variables were added to the regression model.
Model 2 in Table 4 is statistically significant at the 0.1 level. The presented results show that
neither higher education nor business ownership experience are significantly associated with
business survival. Years of work experience is positively associated with business survival
at the 0.1 level of statistical significance. However, since the squared value of the work
experience is negatively related to survival, there seems to be a nonlinear inverted U-shaped
relationship between years of work experience and businesses survival. Hypothesis 2 is not
supported since immigrant status is still significantly negatively associated with business
survival (p < 0.05) when the human capital variables are included.

Hypothesis 3 suggested that immigrant status is not associated with business survival
when controlling for business characteristics. In order to test the hypothesis, the business
characteristic variables were added to control variables and the immigrant status variable.
The results presented in Table 4 show that Model 3 is statistically significant at the 0.01 level
and has a Nagelkerke R? of 0.145. The hypothesis is supported since immigrant status is not
associated with business survival at the 0.1 level of statistical significance. With regard to
the business characteristic variables, initial financial capital is strongly positively associated
with business survival (p < 0.01). Moreover, firms located in rural areas are more likely to
survive compared with firms located in urban areas (p < 0.05). Perceived product/service
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Table 4. Logistic regression results on business survival. Dependent variable: survival,

Model 1 Model 2 Model 3
B Wald B Wald B Wald

Control variables
Gender (1 = male, 0 = female) —0.018  0.005 0.112 0.188 -0217  0.698
Agriculture etc.® 0603 1304 0.608 1.298 —-0.117  0.042
C ion & facturing® -0.028 0.007 0.006 0.000 -0.323 0.722

o —0.312 0421 —-0.306 0.386 —1150  4.490°*
Retail, wholesale etc. -0.384 1512 —0.404  1.560 —0.836  5.900**
Computer services® —0.817  3.006* -0.852 3.167*  -0.647 1740
Professional services® —0.132  0.194 —0.205 0.442 —0.014  0.002
Immigrant (1 = yes, 0 = no) —1.076 4.714**  —1.125 4960** —0.844 2645
Human capital
Work experience 0057 3.466*
Work experience squared —-0.123 322+
Higher education 0288 1.190
Busi hip experi -0355 2317
Business characteristics
Founding team (1 = yes) =0.026 0.008
Perceived novelty (log) -0.324  3.022*
Initial financial capital 0.293  18.695%**
Rural location® 0599  3.880**
Mid-size area location® 0265 099
Constant 0328 1715 —0.160 0.189 -0.342 0742
—2 Log likelihood 524.714 518.206 493.544
Model chi-square 13.420* 19.928* 44.590***
Nagelkerke &2 0.045 0.067 0.145
Overall hit ratio (percent) 57.3 59.1 64.0

Athe reference category is other services; Pihe reference category is urban location.
Note: Level of statistical significance: *indicates p < 0.10; **indicates p < 0.05; ***indicates p < 0.01
(2-tailed); n = 389.

novelty is negatively related to business survival on the 0.1 level of statistical significance.
The results presented in Tables 2 and 3 may help to explain the reduced association between
immigrant status and business survival when business characteristic variables are included.
Since there is a significant difference between immigrant firms and native firms with regard
to the location and the perceived novelty variable, this may indicate that immigrant firms
are less likely to survive partly because they are more likely to be located in urban areas
and their products and services are more novel.

8. Conclusions and Implications

In line with other studies conducted in Europe and Scandinavia (Fertala, 2006; Persson,
2004), this research indicated that businesses founded by immigrants are less likely to
survive compared to those started by natives. While 54.2 percent of the firms established
by natives still existed four years after start-up, only 27.3 percent of firms founded by
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immigrants did so. An attempt to explain this difference with business founders’ human
capital and ventures’ start-up characteristics was made in this study.

Immigrants in our sample were significantly better educated compared to natives. How-
ever, the regression analysis indicated that educational attainment failed to explain the
survival differences between businesses established by immigrants and natives. Intergroup
differences in the other two measures of human capital applied in this study (business
ownership experience and work experience) were insignificant. Moreover, adding all three
human capital variables to the model did not explain the immigrant/native survival rate
differences. These results seem to contradict the theoretical propositions on the positive
relationship between business survival and human capital — particularly with respect to
education. Focusing on mainstream business founders, Bruderl er al. (1992) argued that
businesses established by better educated people should survive longer because they are able
to choose relatively lucrative opportunities and exploit them in a relatively effective manner.
In line with findings by Christopher (1998), this study suggests that formal education has
less impact on business viability of minority-owned businesses compared to non-minority-
owned firms. It is possible to suggest that higher education acquired abroad may mismatch
the host country environment and, therefore, fail to provide additional advantages to well-
educated immigrants in identifying superior business opportunities. Moreover, education
as a screening device may be applied discriminatingly by customers, investors and other
host country economic actors when comparing immigrants and native entrepreneurs, In the
actors’ eyes the better educated minority entrepreneur may look less credible compared to
the native one.

With respect to ventures’ start-up characteristics, this study suggests that higher per-
ceived novelty and predominantly urban location may partly explain the lower survival rate
of businesses established by immigrants. Immigrants, as often evidenced in the literature,
tend to introduce untraditional products and services to the home country market. This is
also the case in Norway. Pursuing innovative business opportunities related to exotic prod-
ucts, immigrants may be exposed to relatively high risks of failure. In this way, this study
questions the efficiency of so called “ethnic strategies.”

Two explanations may be suggested for the negative relationship between urban loca-
tion and business survival. On the one hand, major cities provide more alternatives to
self-employment compared to a rural milieu. Thus, immigrants in urban areas may eas-
ily abandon their business activities, preferring a salaried job. On the other hand, relatively
more dynamic urban economic life and cannibalistic competition may explain rapid disso-
lution of businesses established by immigrants.

As a result of this study a number of practical implications may be suggested. The fact
that immigrants found less durable ventures compared to natives provides further support
for initiatives aimed at aiding minority-owned businesses. While the relevant governmental
programs focus first of all on encouraging new business establishments among immigrants,
this study suggests that more attention should be paid to the firms already in operation. Since
human capital was not important in our models, improving survival of immigrant-owned
firms is not likely to be achieved through investments in additional education of immigrants.
Helping immigrants enter mainstream markets instead of exotic markets may help them
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establish more viable ventures. Policy makers may also focus on encouraging immigrants
to start businesses in rural areas. Advising urban immigrants to start more businesses may
lead to the growth of cannibalistic competition and, as a result, to supplementary decrease in
the survival rate of immigrant-owned businesses. Aiding immigrant entrepreneurs in rural
areas may, on the contrary, provide both regional development and a source of long-run
economic benefits for immigrants.

9. Limitations and Directions for Future Research

This study provides an insight into survival of businesses established by immigrants and
natives in Norway. Research on ethnic/fimmigrant entrepreneurship can greatly benefit from
consideration of a venture’s survival as one of the performance measures. Inability to distin-
guish immigrants of different origins is one of the main limitations of the dataset used. Some
authors highlight the dangers of treating all immigrants to a country or even particular eth-
nic groups as homogenous (Clark and Drinkwater, 1998; Collins, 2000; Fairlie and Meyer,
1996). Thus, comparative studies of survival rates of businesses established by immigrants
of different origins are to be of great interest. Additional research could replicate this study
to other countries. Generalization to other contexts is warranted.

This study focuses on human capital and venture’s start-up characteristics. A significant
share of immigrant-native differences in business survival remains still unexplained. Further
research is required in order to illuminate the role of cultural, ethnic, environmental and
other differences in the process of the selection. National culture can be viewed as shaping
entrepreneurial behavior (Weber, 1958). Hence, the relationship between immigrant culture
and business survival rate could be an interesting avenue for further examinations. In future
research, it is also critical to distinguish between successful and unsuccessful closures and
respective differences between immigrants and natives. Finally, consideration of such per-
formance measures as income and employment creation may contribute to the understanding
of survival differences between businesses founded by immigrants and natives.
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Abstract

The level of self-employment among immigrants is often higher than among
natives. The purpose of this paper was to test empirically whether selective
migration with respect to entrepreneurial characteristics may explain this
difference. The relevant hypotheses were tested comparing representative samples
of Russian immigrants in Norway and their stay-at-home counterparts. Data from
the Russian population came from the 2008 GEM study, while data on Russian
immigrants in Norway were collected through a specially designed postal survey.
The analysis revealed some demographic dissimilarity between the two groups, as
well as a presence of selective migration with respect to entrepreneurial
characteristics. This study demonstrates that immigrants (as compared to non-
migrants) are more likely to report intentions to start a business. Moreover, they
possess relatively large amount of specific human capital, social capital and self-
confidence relevant for entrepreneurship. The paper concludes with proposed

practical implications and suggestions for further research.

Acknowledgments: I am indebted to professor Paul Westhead (Durham Business

School) for his useful comments on this paper.
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1. Introduction

While the stock of immigrants is boosting in the western -countries,
entrepreneurship has been increasingly recognised as a viable method of improving
the living conditions for immigrants. Immigrants, often blocked from the general
labour market, may survive and achieve some economic mobility by becoming
self-employed. Through this type of activity, immigrants may actively participate
in the local social life, and join important social networks. At the same time, the
host countries are also expected to benefit from immigrant self-employment.
Immigrant entrepreneurs are argued to cease demand for social benefits, revitalise
declining regions and industries, and bring a variety of new ideas and products to
the market. Not surprisingly, politicians in developed countries, including Norway,
have started to promote initiatives encouraging immigrants to establish businesses

in their new country of residence.

The question which seems to be essential in theoretical debates on immigrant
entrepreneurship is: “Why do some ethnic/immigrant groups have higher rates of
business participation than others?” (see for example Flap, Kumcu, & Bulder,
2000; Waldinger & Chishti, 1997). In different contexts researchers have
investigated the role of culture, social and human capital, discrimination, blocked
mobility, opportunity structure, or a combination of several. It has also been
suggested that especially “entrepreneurial” persons may be selected during the
migration process. However, due to the lack of theoretical underpinnings and
methodological problems, the last hypothesis remains understudied. Selectivity
question represents a major knowledge gap in the field of immigration studies
(Gans, 2000). The purpose of this paper is to test empirically whether selective
migration with respect to entrepreneurial characteristics does exist and to propose

explanations for the phenomenon under scrutiny.

This paper also seeks to contribute to the debate considering the flows of skilled

migrants from less to more economically developed countries. This process, also
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called “brain drain”, has received a gradually growing interest both in sending and
receiving countries. This paper compares Russian immigrants in Norway to a
representative sample of their stay-at-home peers, applying a previously
underutilized method on the rarely studied group of immigrants from a specific

country.
2. Conceptual framework and hypotheses

It has often been observed around the globe that immigrants of a certain origin are
under- or overrepresented among the self-employed. Cultural predisposition
(Weber, 1958), blocked mobility on the labour market (Zhou, 2004), middleman
minority position (Bonacich, 1973), extensive social capital (Caulkins & Peters,
2002; Fratoe, 1988; Portes & Zhou, 1992; Potocky-Tripodi, 2004; Saker, 1992),
use of ethnic resources (Light, 1984), and mixed embeddedness (Kloosterman, Van
der Leun, & Rath, 1998) have been proposed as possible explanations to this

phenomenon.

Waldinger’s interactive model (Waldinger, Ward, & Aldrich, 1990) emphasizes the
interaction between opportunity structures and ethnic group characteristics.
Opportunity structures include market conditions and the routes through which
access to business is obtained. Access to business ownership is defined by the
number of vacant business-ownership positions, the extent to which natives are
vying for these slots, and by government policy towards immigrants. Group
characteristics include resource mobilisation and predisposing factors such as
blocked mobility, aspiration levels and selective migration. It is argued that some
immigrant groups may be pre-selected, first of all, with respect to prior buying and

selling experience.

Indeed, immigrants do not represent a random sample of the population from
which they came (Feliciano, 2005). It has been reported that immigrants are
different from the home country population with respect to their average skills

(Borjas, 1999), education (Feliciano, 2005), health (Landale, Oropesa, & Gorman,

181



2000), personality factors (Silventoinen, Hammar, Hedlund, & Koskenvuo, 2007)
and occupational background (Suzuki, 2002). In some cases, the unskilled persons
endowed with relatively low human capital dominate the migration flows (Borjas,
1999). Alternatively, most skilled professionals are argued to migrate extensively
from Eastern Europe and the former Soviet Union (Mansoor & Quillin, 2006;
Ushkalov & Malakha, 2000). It is suggested in this paper that selective migration
may have an effect that has not sufficiently been taken into account by the existing

studies on immigrant entrepreneurship.

The human capital model (Sjaastad, 1962) assumes that migration occurs if the rate
of return on the investment in migration is greater than the interest cost of funds for
investment in human capital. The favourable selectivity of migrants occurs if the
wage differential between the destination and origin is greater for the high-ability
workers (Chiswick, 1999). Highly skilled immigrants are also likely to move from
countries where payoff to human capital is low to countries where the payoff is
high (Borjas, 1999). The inherent uncertainty associated with entrepreneurial
venturing violates the assumption about the return on migration which underpins
these models. It is therefore unclear to what extent this “wealth-maximizing” (word
used in Borjas, 1991) reasoning may be applicable to potential entrepreneurs. In
2007 only a few' Russians received permission to enter Norway based on their
documented intention to start a business. At the same year 254 professionals, 234
students and 658  family members received such  permission
(Utlendingsdirektoratet, 2008). It is therefore doubtful that many entrepreneurs
rationally choose to migrate to another country because they perceive that it is
more profitable to create a business abroad. Other theories of migration, such as

dual labour market theory, world system theory, and the “new economics of

" The exact number, which is less then 5, is not revealed here protecting respondents from

identification.
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migration” approach (for review see Massey et al., 1993) also fail to predict if (and

under which circumstances) self-selection of entrepreneurs occurs.

In the context of entrepreneurship studies, selective migration still lacks both
theoretically sound elaboration and empirical evidence. Clark & Drinkwater (1998,
p. 389) suggested that immigrants, as a self-selecting group, may be “in some sense
more entrepreneurial than the native-born”. However, based on the analysis of a
large sample of Britain’s ethnic minorities, the authors rejected this conjecture.
Based on ethnographic analysis, Kasdan (1965) suggested that dominating family
structure in the home country explains the differences in entrepreneurial behaviour
among immigrants to the United States. The author argues that the social structure
of a traditional Basque community maximizes the chances for entrepreneurial
personality types to immigrate. In this study, risk-taking and acceptance of change
were associated with entrepreneurial personality. Maxim (1992) suggested that
similar psychological processes underline both the decision to migrate and the

decision to become self-employed.

Levie (2007, p. 146) suggested that immigrants may be positively selected with
respect to their attitudes towards new business activity. Immigrants may be less
risk-averse compared to their stay-at-home peers because they have taken a bold
decision to move into a new unknown country. Indeed, low risk aversion is
associated with both higher propensity to migrate (see, for example, Heitmueller,

2005), and entrepreneurial behaviour (for the review see Shane, 2004).

In the same vein, Dana (2007) argued that the very act of emigrating may be
reflective of some entrepreneurial values, such as individualism, achievement,
competitiveness, risk taking and strong work ethics. Immigrants may also be more
confident of their own human capital and their ability to succeed in a new uncertain
environment. Utilising the UK GEM data the author arrived at inconclusive results

about the presence of self-selection. It seems that a proper assessment of the effects
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of selectivity requires data on both the population in the sending country and on

immigrants from this specific country (Feliciano, 2005).

Dissatisfaction is argued to play a central role both for migration and business
start-up decisions. On the individual level, dissatisfaction with previous work is
positively associated with self-employment (Brockhaus & Horowitz, 1985). At the
same time, immigrants (prior to migration) tend to be less satisfied with their jobs,
educational institutions and life in general (Hanna, Pearson, & et al., 1990;

Silventoinen, Hammar, Hedlund, & Koskenvuo, 2007).

Based on the conjectures cited, one may expect that relatively more
“entrepreneurial” individuals will choose to move abroad. It is suggested in this
paper that the presence of selective migration is easier to detect when comparing
early-stage entrepreneurial activities which are less influenced by particular post-

migration conditions. Thus, the following hypothesis was developed for this study:

Hypothesis 1: The proportion of persons involved in early-stage entrepreneurial
activities is higher among Russian immigrants in Norway than among the

population in their home country.

Immigrants may be pre-selected with respect to their human capital relevant for
entrepreneurship. Becker (1993) distinguishes between general and specific human
capital. General human capital, often measured as years of education and work
experience, relates to the factors expected to increase the individual’s productivity
for a wide range of work-related activities. Specific human capital, on the other
hand, is applicable only to a specific domain. In the entrepreneurship literature
specific human capital is usually measured as managerial, industry specific and
self-employment related experience (Bosma, van Praag, Thurik, & de Wit, 2004;
Cooper, Gimeno-Gascon, & Woo, 1994).

As far as entrepreneurship is concerned, the amount of specific human capital is
especially important. To actually start a venture is probably the most effective way
of learning specific entrepreneurial tasks such as initial organizing, establishing of
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relationships with key stakeholders, allocation of human resources, adjusting to
market changes, and facilitation of communication within the organization. It is
therefore argued that immigrants coming from countries with high rates of self-
employment will be overrepresented among the self-employed in the host
countries. Such immigrants are predisposed towards entrepreneurship because of
the home country traditions for entrepreneurship and because of the relevant
training they have received before migration. The relationship between the level of
self-employment in the country of origin and subsequent entry into self-
employment after migration has been empirically demonstrated (Cobas, 1986;
Ekberg & Hammarstedt, 1999; Yuengert, 1995). Others have failed to find support
for such a relationship (van Tubergen, 2005).

The validity of these conflicting results may be questioned if the process of
migration is selective with respect to entrepreneurial experience. Entrepreneurs (at
least the successful ones) may be more likely to migrate than the rest of the less
developed country’s population because they possess the necessary financial
capital. Successful entrepreneurs may also be more likely to travel abroad (as
tourists or on business). Their eventual travels perhaps provide them with
information facilitating the migration decision. This conjecture accords to the
theory of asymmetric information as applied to migration decision-making (see

Stark, 1991).
Summing up this discussion, the following hypothesis was formulated:

Hypothesis 2: Russian immigrants in Norway possess more specific human capital

relevant for entrepreneurial activities than their stay-at-home peers.

Not only the level of specific human capital, but also individuals’ awareness about
their abilities, may influence the decision to start a business. Both perceived self-
efficacy (Krueger, Reilly, & Carsrud, 2000) and perceived behavioural control
(Kolvereid, 1996) are important for prediction of entrepreneurial intentions. By the

same token, self-reported competences are predictive of entrepreneurial
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performance (Chandler & Jansen, 1992). The link between confidence in one’s
skills/abilities and entrepreneurship has been illustrated empirically using GEM
data (Arenius & Minniti, 2005; De Clercq & Arenius, 2006). It has been suggested
that immigrants may be self-selected with respect to their confidence in

entrepreneurial skills (Levie, 2007). Thus, the following hypothesis was developed:

Hypothesis 3: Russian immigrants in Norway are more confident in their abilities

relevant for entrepreneurial activities than their stay-at-home peers.

Social networks may be viewed as consisting of two components: the personal
networks (i.e. individual level relationships), and cultural embeddedness
(Fadahunsi, Smallbone, & Supri, 2000). Focusing on the individual level, this
paper emphasizes the importance of knowing other entrepreneurs when taking a
decision to start a business. It is argued that the presence of entrepreneurs among
parents (Constant & Zimmermann, 2006) and peers (Arenius & Minniti, 2005)
increases the individual’s likelihood of becoming a business owner. Immigrants
may be pre-selected with respect to the quality and quantity of their personal
networks relevant for entrepreneurial activities. It is well established in the field of
social psychology that friendship and peer affiliation are influenced by perceived
or actual similarity in attitudes, traits, and values (Byrne, 1971; Newcomb, 1956).
Particularly, friends are argued to demonstrate similar perceptions of need for
achievement and autonomy (Secord & Backman, 1964). Both these needs are
traditionally argued to predict entrepreneurial behaviour (for a review see Shane,
2004). It is possible that social groups characterized by relatively high needs for
achievement and autonomy will include relatively many potential entrepreneurs

and, simultaneously, many potential migrants. In this case, one may suggest that:

Hypothesis 4: Russian immigrants in Norway are more likely to report personally

knowing other entrepreneurs as compared to their stay-at-home peers.
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3. The context of immigration to Norway

The first years after World War II, when foreigners temporally displaced by war
left Norway, the immigrant population in the country was exceptionally small. In
1950-1960, the refugees of the war, former prisoners of the Nazi camps located in
Norway and citizens of other Nordic and OECD countries migrated to Norway. In
the beginning of the 1970’s , when other European countries began to close the
borders for working migrants, this group started coming to Norway, forming the
first significant wave of immigration. The initial intention of the policymakers was
to invite immigrant workers for short periods of time covering the cyclical
excessive demand for labour. However, appreciating the high standard of living in
Norway, the absolute majority of guest workers never left the country. As early as
in 1975 new laws restricting immigration of unskilled workers were introduced.
When these restrictive laws were applied, the immigration did not stop, but
continued through family reunion, international education programs and
employment of professionals. The families of working migrants formed the second
wave of immigration to Norway. In 1970-1975 Turks, Moroccans and Pakistanis
constituted the majority of not-Western immigrants in Norway. The third, and by
far the largest wave of immigrants, consists of refugees which started arriving in
the end of the 1970’s and still continues to fuel the migration process. Since
isolated local conflicts usually cause sporadic flows of refugees, this type of
migrants arrived to Norway in large ethnically homogenous groups. Evolution of
the Norwegian migration process from working migrants and family reunification
to refugees is much like the processes observed in Germany (Wilpert, 2003),

France (Ma Mung & Lacroix, 2003) and other European countries.

In 2007 there were 341 830 first generation immigrants in Norway (7.3% of the
population). When the persons born in Norway by two non-Norwegian parents are
included, immigrants account for 8.9% of population. When children with one

Norwegian and one foreign parent are added, the respective figure rises up to
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13.4% (SSB, 2007). The immigrants are unevenly distributed around the country

with the largest concentration in the Oslo region.

When immigrant entrepreneurship became an observable and significant
phenomenon in Norway remains unclear due to a lack of systematic historical and
statistical data. In the beginning of the 1980’s, immigrant owned shops and
restaurants in central Oslo started attracting the attention of the public. In 1986/87,
there were 127 “ethnic” shops owned by non-western immigrants in Oslo that
constituted 44% of all small shops retailing daily goods. Between 1989 and 1997,
non-western immigrants established 300 shops, 200 smaller outlets selling daily
goods and simple food and 160 restaurants (Tjelmeland & Brochmann, 2003, p.
216). Systematic national level statistics on self-employed immigrants first became
available in 2001. The level of self-employment among immigrants is constantly
growing, but still remains low compared to the average self-employment level in

the country.

Immigrants from Denmark, Sweden and Pakistan represented about 1/3 of all self-
employed immigrants in Norway in 2006. Together with immigrants from Great
Britain, Iran, Poland, Vietnam and Turkey, these groups accounted for almost 50%

of all self-employed migrants ("Statistics Norway", 2007).

Empirical evidence reveals striking intergroup differences with respect to the
percentage of self-employed (Vinogradov & Kolvereid, 2007). In 2004 as much as
12.7% of the immigrants from Faroe Islands and 10.2% of the immigrants from
Hong Kong were self-employed. At the same time just under 2% immigrants from
Tanzania, Thailand and Ghana were self-employed. When divided by the world
regions, immigrants from Western countries (West European countries, the USA,
Canada, Australia and New Zealand) demonstrated the highest average level of
self-employment while immigrants from Africa and Eastern Europe are

underrepresented among self-employed.
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Russians (11338 first generation immigrants), who are the focus of this paper,
constitute the 15th largest immigrant group in Norway ("Statistics Norway", 2007).
This group demonstrates one of the highest rates of population growth with twice
as many immigrants living in Norway in 2008 as compared to 2003. The absolute
majority of Russian immigrants belong to the first generation and over 85% of
them came to Norway during the last 10 years. Among Russians, the influence of
factors related to inter-cohort heterogeneity, intergenerational relationships and
long-term influence of the host country environment is considered to be relatively
weak. Thus, Russians in Norway represent an appropriate case for a quasi-

experimental research design.

3. Methodology
3.1 Data

In order to test the hypotheses, a representative sample of Russian immigrants in
Norway was compared to a sample of the Russian population. Despite the large
number of Russians residing abroad, entrepreneurship among immigrants from
Russia, and more broadly speaking, from the former USSR, is not often described
in the literature. Rare exceptions are studies conducted on immigrants from the
former Soviet Union in Israel (Lerner & Hendeles, 1996; Mesch & Czamanski,

1997).

In entrepreneurship studies, gender is one of the most frequently used control
variables. Men are reported to have higher propensity to become self-employed
both among natives (see for example Cowling & Taylor, 2001) and immigrants
(Bates & Dunham, 1993; Butler & Herring, 1991; Razin & Scheinberg, 2001). In
Norway only 34% of immigrants from Russia are men while the gender proportion
in Russia is nearly 50/50. Because of the skewed demographic of the immigrant
population in Norway and the expected differences in entrepreneurial activities,
male and female respondents were analyzed independently.
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Data from Russia came from the GEM study conducted in 2008 (for
methodological details see Bosma, Jones, Autio, & Levie, 2007). A regionally
stratified representative sample of adults was approached for face-to-face
interviewing. The response rate was about 40% in Russia. Data on Russian
immigrants in Norway were collected using a specially designed mail survey. The
battery of questions considering entrepreneurial behaviour and intentions was
borrowed directly from GEM, ensuring comparability of the two datasets.
Additional questions on home country and host country education, citizenship,
migration time, settlement intentions and migration motives were presented to the

immigrant respondents.

In order to identify potential respondents phonetic analysis of names was applied to
the Yellow Pages database. This method of sampling has previously been used in
research on immigrants (Bruder, Neuberger, & Rathke-Doepner, 2007; Chaganti,
Watts, Chaganti, & Zimmermann, 2008; Dassler, Seaman, Bent, Lamb, & Mateer,
2007; Kasdan, 1965; Light, Sabagh, Bozorgmehr, & Dermartirosian, 1994; Min &
Bozorgmehr, 2000; Shin & Yu, 1984; Shinnar & Cheri, 2008; Smallbone, Ram,
Deakins, & Baldock, 2003). In sum, 1330 female and 635 male respondents were

identified as having Russian-like names and contacted.

Within six weeks after initial sending 488 questionnaires were returned because the
address was not valid, 120 respondents reported that they could not read Russian,
and 21 returned questionnaires were not filled. All these respondents are
considered to be non-contacts. Given that 543 questionnaires (of totally 1357 that
apparently reached the respondents) were returned, the response rate was 40%; that
is within the frames of normality for comparable surveys. As many as 406 (75%)

respondents reported coming to Norway from Russia.

For the purposes of this paper, immigrants younger than 18 years of age at the time
of migration were excluded, as this exclusion increases the probability that the

destination country was chosen by an immigrant and not by immigrant’s parents.
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The final sample included 796 male and 865 female non-migrants as well as 41

male and 302 female immigrants aged 18-64. Descriptive statistics are presented in
Table 1.

Table 1. Descriptive statistics.

Female respondents

Nonmigrants Immigrants
Std. Std.
N  Mean/% Deviation N = Mean/% Deviation
Age 864 40.06 13.205 302 41.3 9.046
Married/Cohabiting 864 52.5 302 77.2
Higher education 865 20.0 302 60.9
Male respondents
Nonmigrants Immigrants
Std. Std.
N  Mean/% Deviation N = Mean/% Deviation
Age 796 38.77 12.619 38 37.84 11.573
Married/Cohabiting 795 60.1 38 84.2
Higher education 796 16.1 38 71.1

Note: for nominal scales mean simply represents percentage of “’yes” responses.

With regard to demographic characteristics, immigrants are much better educated
and more likely to be married or cohabiting then their stay-at-home peers. Male
immigrants are slightly younger and female immigrants are somewhat older than
non-migrants. In order to assess the possible response bias, 280 out of 729 non-
respondents were randomly selected and an attempt to contact them via telephone
was made, resulting in 64 interviews. No differences with respect to age and
geographical distribution were observed between respondents and non-respondents.
However, non-respondents appeared to be significantly more likely to be single,
and were also more likely to report entrepreneurial intentions and previous

business ownership experience. This difference may be at least partly explained by
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the fact that telephone interviews provided less “don’t know/refuse to answer”
responses as compared to the mail survey. Since non-respondents are even more
“entrepreneurial” than respondents, this response bias does not jeopardize the
hypotheses on positive selection of immigrants with respect to entrepreneurial

characteristics.

3.2 Measures

A respondent was categorized as being involved in the early entrepreneurial

activities when responding positively to at least one of the following two questions:

(1) “Are you, alone or with others, expecting to start a new business within the next
three years, including any type of self-employment or selling any goods or services

to others?”

(2) “Are you, alone or with others, currently trying to start a new business,

including any type of self-employment?”

The presence of specific human capital was measured by asking the following

questions:

(1) “Have you, in the past 12 months, sold, shut down, discontinued or quit a
business you owned and managed, any form of self-employment, or selling goods

or services to anyone?”

(2) “Have you, alone or with others, ever started a business in the past that you

owned and managed?”’
Self-reported confidence was assessed through the following two questions:

(1) “Have you the knowledge, skills and experience required to start a new

business?”

(2) “Do you agree that a fear of failure would prevent you from starting a

business?”
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Finally, the respondents were asked if they “personally know anyone who started a
business in the past two years.” For these and the other previously discussed items,
included in the questionnaire, the following three alternative answers were

EE TS

available for respondents: “yes”, “no”, and “don’t know/refuse to answer”.

3.3 Control variables

The following three control variables were included into analysis: age, education
and family status. Age is suggested to have a curvilinear relationship with the
likelihood of entrepreneurial behaviour because age incorporates the positive effect
of experience, wealth and credibility and the negative effect of growing
opportunity costs and resistance to change - all increasing with age (see Shane,

2004 for the review).

In the general population, the level of education is usually demonstrated to be
positively related to self-employment (see Shane, 2004 for a review). In
immigration studies, education obtained in the home-country, the host-country, as
well as the total educational endowment has been measured. Empirical tests
provide inconsistent results with regard to the relationships between these three
measures of education and propensity of self-employment among immigrants (see
Vinogradov & Kolvereid, 2007 for the review). In this paper education level was
operationalized as the presence/absence of higher education from the home

country.

Being married or cohabiting has in previous studies shown to increase the
likelihood that a person is self-employed both among natives (see Shane, 2004 for
the review) and among immigrants (Borjas, 1986; Clark & Drinkwater, 1998; Le,
2000; van Tubergen, 2005).
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4. Analysis

Chi-square statistics (Table 2) indicate that female immigrants are significantly
more likely to report intentions to start a business, being in a process of business
initiation, recently shutting down or previously owning a business, possessing
relevant knowledge and personally knowing an entrepreneur. Female immigrants
are also less likely to express fear of failure. Thus, all the hypotheses developed in

this text are preliminary supported.
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Table 2. Chi-square statistics, female respondents.

Nonmigrants Immigrants Sig.
Chi- (two-
Hyp Count % Count % square tailed)
H1 Intention to start a
business
Yes 28 3.2 49  16.2
No 797 922 209 92 10269 0000
Trying now to
start a business
Yes 34 3.9 30 10.0
No 818  94.7 262 87.6 1743 0.000
H2  Inthe past 12
month shut down
a business
Yes 405 11 37
No 838 97.0 279  93.6 18.17  0.000
Have ever owned
a company
Yes 30 3.7 65 215
No 781 96.2 234 775 95.14  0.000
H3  Possess relevant
knowledge
Yes 80 154 100 334
No 359 693 113 378 77.60  0.000
Fear of failure
would prevent
from staring a
business
Yes 250 483 143 47.8
No 125 241 96  32.1 8.80  0.012
H4  Personally knows
an entrepreneur
Yes 171 33.0 143 48.0
No 298 39.5 146 49.0 24.60  0.000

However, as considering male respondents, the significant differences between
immigrants and their stay-at-home peers were revealed only with respect to

previous entreprencurial experience and self-reported knowledge and skills (see
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Table 3). Thus, the hypothesis on selection with respect to the relevant specific
human capital is supported also for males. The third hypothesis, regarding self-
confidence, receives mixed support. On the one hand, immigrants, compared to
non-migrants, are more likely to report possessing relevant knowledge (42.1%
against 22.6%). On the other hand, differences in reporting fear of failure were not
significant. The hypotheses on intergroup differences in early stage entreprencurial
activities and personal contacts with other entrepreneurs are not supported for

males.
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Table 3. Chi-square statistics, male respondents.

Non-migrants Immigrants Sig.
Chi- (two-
Hyp Count % Count % square tailed)
H1 Intention to start a
business
Yes 54 6.8 2 53
No 686 86.2 30 789 4.08 0.130
Trying now to
start a business
Yes 44 5.5 2 53
No 744  93.6 35 921 117 0.557
H2 In the past 12
month shut down
a business
Yes 14 1.8 3 7.9
No 764  96.0 33 86.8 8.38 0.015
Have ever owned
a company
Yes 36 5.0 9 237
No 690 949 29  76.3 22.92 0.000
H3  Possess relevant
knowledge
Yes 108 22.6 16 42.1
No 297 62.1 12 316 1373 0001
Fear of failure
would prevent
from staring a
business
Yes 191  40.0 14 37.8
No 174 364 13 35.1 0.22 0.896
H4  Personally knows
an entrepreneur
Yes 176  36.8 18 474
No 251 525 18 474 2.22 0.329

In order to assess the influence of control variables on the relevant differences
between immigrants and non-migrants, seven logistic regressions were carried out

(Table 4). In the majority of the cases, introduction of control variables did not
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remove the statistical significance of the differences between female immigrants
and their stay-at-home peers. The only exception is the difference in self-reported
fear of failure, which was not successfully predicted by the regression. Thus, for
the female respondents the suggestion that demographic variables solely explain
the intergroup differences in entrepreneurial intentions, relevant human capital,

self-confidence and peer affiliation may be rejected.

In the male sample, the regression results suggest that immigrants are more likely
to report possessing relevant knowledge because they are relatively young and
highly educated. Young people may be generally overconfident and higher
education may provide a ground for additional self-confidence. Thus, the relevant
hypothesis on selection is not supported by the regression analysis of male
respondents. The only hypothesis that is supported by this analysis is the one
suggesting that male immigrants have more specific human capital than their stay-
at-home peers and the control variables included into the analysis do not explain

this difference.

Several factors may explain why some hypotheses supported by the analysis of
female respondents were not supported by the analysis of the male sample. First,
the number of male immigrant respondents is low (41 against 302 female
immigrants) that may disturb the results. Second, the paths to migration and entry
modes may be very different for men and women. However, the results for females
are considered to be somewhat more reliable and generalisable than the results for
males in this study, because females constitute the majority of the Russian
immigrants in Norway, and also because the female sample is of better quality than

the sample of males.
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Table 4. Logistic regression results.

Entrepreneurial Self-reported
intentions Specific human capital confidence

Female respondents

Fear of
Trying  Inthe past Have Possess  failure Knows
Intention now to 12 month  ever relevant  would an
tostarta starta shutdown owneda know- prevent  entrepre-
business business abusiness company ledge neur
Immigrant
(0=no, 1=yes) 1.88*** 1.07*** 2.(07%** 2.02%**  0.95%%*  -0.09 0.55%**
Age -0.03*** -0.03**  -0.01 0.02%* -0.01 0.01 -0.03%**
Higher
education
(1=yes, 0=no) -0.15 0.00 -0.09 -0.23 0.20 0.24 0.28*
Married
(1=married or
cohabiting,
O=otherwise) 0.05 0.02 0.02 0.17 -0.03 -0.19 0.08
Model chi- 38.179**
square 59.81%%*  21.14%** 14 71***%  823]*** 3738*** 549 *
Nagelkerke
R’ 0.129 0.052 0.095 0.162 0.069 0.009 0.062
Male respondents
Immigrant
(0=no, 1=yes) -0.84 -0.78 1.86%* 1.63%** (.14 -0.11 0.08
Age -0.06%**  -0.04*** (.00 0.01 -0.02%*  Q.02%%*  -0.03%**
Higher
education
(1=yes, 0=no) 0.74**  0.70**  0.16 0.66* 1.28*%**  -0.05 0.43*
Married
(1=married or
cohabiting,
O=otherwise) 0.54* 0.29 -0.86 -0.68**  0.34 0.03 0.50%*
Model chi-
square 23.05%*** 12.79*%*  7.95% 20.91*** 35.093*%¥* 9 67** 17.41%%*
Nagelkerke
R’ 0.070 0.044 0.053 0.074 0.101 0.025 0.045

Notes: B values reported. *p<0.1; **p<0.05; ***p<0.01. Dependent variables in

columns.
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5. Conclusions

This study demonstrates that at least female immigrants (as compared to non-
migrants) are more likely to report intentions to start a business. Moreover, they
possess relatively large amount of specific human capital, social capital and self-
confidence relevant for entrepreneurship. Male immigrants are also likely to
demonstrate relatively large amounts of the specific human capital relevant for
entrepreneurship. Since the absolute majority of Russian immigrants have spent
only a few years in Norway, it is unlikely that these striking intergroup differences
can be explained by the context of the receiving country. Unless the context of the
host-country changes the personality dramatically within a few years after arriving,
one may conclude that immigrants represent a self-selected group with respect to

entrepreneurial characteristics.

These results cast doubt on the use of home-country self-employment level as a
predictor of self-employment among immigrants in a particular destination country.
The presence of selective migration jeopardise the implicit assumptions on the
representativeness of immigrants used in some comparative studies on immigrant
self-employment (see for example Cobas, 1986; Ekberg & Hammarstedt, 1999; see
for example Hammarstedt, 2001; van Tubergen, 2005; Yuengert, 1995).

The amount of immigrants’ “skills” (Borjas & Bronars, 1989) and “quality of
migrants” (Borjas, 1987) have attracted much attention in the existing economic
literature. Earnings differential after correction for observed human capital

G

characteristics is usually used as a proxy of immigrants’ “quality”. This thesis
suggests that there is at least one more dimension characterising immigrants. Even
earning less than equally educated natives, immigrants may have skills that match
those of natives if we take into account the preferences for particular types of self-
employment. In this context, the economists’ assumption that immigrants are

income maximizers (Borjas, 1987, p. 551) appears to be markedly simplistic.
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The findings regarding selective migration are not supportive for the “model of
brain circulation” proposed by Schmitt & Soubeyran (2006). This simple two-
country, one-sector model differentiates individuals according to two types of
talent (entrepreneurs vs. workers). The countries have different endowments of
talent and all individuals choose to be workers or entrepreneurs. Allowing
migration generates incentives for the relatively abundant type of individuals to
move to the other country. Thus, entreprencurs are expected to migrate to the
countries where their entreprencurial talents are relatively rare. However, our
findings indicate that entrepreneurs tend to migrate disproportionally from Russia
(relatively low level of business ownership and entreprencurial aspirations) to
Norway (higher level of business ownership and entrepreneurial aspirations'). It is
therefore possible that migration of potential entrepreneurs leads to an even larger
gap between countries rather than leading to the equilibrium on the international

labour market, at least in its sector including entrepreneurs.

In immigrant sending countries, the problem of “brain drain” becomes an
increasing issue. This study suggests that the process of brain drain has more
dimensions than has so far been depicted. In addition to “scientific immigration”
(Tascu, Noftsinger, & Bowers, 2002; Ushkalov & Malakha, 2000) and immigration
of skilled workers (Mansoor & Quillin, 2006), entrepreneurs tend to be
overrepresented among immigrants. In countries suffering from low levels of
entrepreneurship development, such as Russia (Aidis, Estrin, & Mickiewicz, 2008;
Astrakhan & Chepurenko, 2003), the outflow of potential entrepreneurs should

attract more attention.

This study indicates that Russian immigrants are both willing and able to establish
new businesses. However, Russians have so far been underrepresented among the

self-employed in Norway. Thus, from the host country’s perspective, it is important

! According to GEM reports.
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to pay attention to the entrepreneurial intentions of immigrants. It is possible that
relatively small interventions may cause a significant increase in the number of

immigrant owned new businesses.

This paper does not reveal the mechanisms underling the selection of potential
entrepreneurs in the process of migration. However, several suggestions may be
made. First, entrepreneurial immigrants may be pre-selected because immigration
and business venturing are associated with the same type of personality. Second,
persons actively seeking new opportunities through migration may affiliate with
peers who actively seek opportunities through business venturing. Thus, the
relevant social networks may facilitate both immigration and entrepreneurship.
Third, previous self-employment in the home country may provide the financial
capital needed in order to migrate. The failure to be able to identify the reasons
why immigrants are more entrepreneurial than their stay-at-home peers appeals for

more research in this area.
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Abstract

While numerous empirical studies on entrepreneurship among immigrants and
ethnic minorities have been conducted all over the Western world, virtually no
attention has been paid to ethical aspects of such studies. The purpose of this paper
is to identify ethically ambiguous issues regarding research on ethnic/immigrant
entrepreneurship, as well as propose methods for addressing such issues. The
ethical issues and relevant solutions have been derived from empirical studies on
immigrants and ethnic minorities in the fields of medicine, psychology,
anthropology, sociology, and marketing, as well as from interviews with five of the

leading contributors to the field of ethnic/immigrant entrepreneurship.

The results of this study indicate that research on immigrant and ethnic
minority entrepreneurs requires specific methodology that differs from the
approaches applied in the mainstream entrepreneurship research. Evidence against
ethical universalism has been found in the literature reviewed. The review of the
empirical studies revealed a number of potential ethical problems which are
important for conducting research on immigrants and ethnic minorities. Lower
average levels of education, unfamiliarity with local culture and social context,
economic dependency, links to the home country and coethnic community, special
legal position, and linguistic disadvantages have been identified as potential
sources of ethical ambiguity. Methods for ethical research conduct have been
proposed. The need for explicit discussion of the ethical issues in the articles

published in international journals has been highlighted.
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Introduction

“Research design, implementation, and
interpretation that fail to take into account the
unique cultural values, expectations, and
interpersonal interactions of participant
populations will lack the scientific validity
necessary to produce beneficial knowledge
and the protections necessary to avoid

individual and group harm”

(Chin, Mio, and Iwamasa, 2006, p. 122).

There is a growing recognition among scientists, government officials, and
research institutions that ethical conduct is an important part of research. Standards
of conduct in research play a key role in advancing the goals of science; in
promoting cooperation, collaboration, and trust among researchers; and in attaining
the trust and support of the public (Shamoo and Resnik, 2003, p. 3). The research
community is increasingly becoming more sophisticated in the manner in which it
considers ethical issues (Oliver, 2003). Research ethics has been extensively
investigated from the general philosophical and theoretical perspective. In turn,
practitioners have incorporated ethical decisions into the entire research process
paying attention to the specific requirements of different disciplines. It seems,
however, that the degree to which ethical insights are taken into account varies

across different fields of research.

A number of researchers, especially in the countries with long traditions of
immigration, have focused on immigrant business owners. While numerous
empirical studies have been conducted all over the Western world, virtually no

attention has so far been paid to the ethical aspects of such studies. James and
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Platzer (1999, p. 73) have articulated that “it is rare to find honest accounts of the
difficulties and dilemmas encountered when conducting sensitive research with
vulnerable research populations”. The purpose of this paper is to identify ethically
ambiguous issues regarding research on ethnic/immigrant entrepreneurs and to

propose methods for addressing such issues.

The study of ethics can be subdivided into (1) theoretical (or normative) ethics,
which studies general theories, concepts, and the principles of ethics, (2) meta-
ethics, which studies the meaning and justification of ethical words, concepts, and
principles and (3) applied (or practical) ethics, which studies ethical questions that
arise in specific situations or areas of conduct (Frankena, 1973). Research ethics is
a branch of applied ethics that studies the ethical problems, dilemmas and issues
that arise in the conduct of research (Shamoo and Resnik, 2003). In accordance
with its practically-oriented research objective, this paper will focus on applied

research ethics rather than on theoretical ethics or meta-ethics.

The results of this study indicate that research on immigrant and ethnic
minority entrepreneurs requires specific methodology that differs from the
approaches applied in the mainstream entrepreneurship research. Evidence against
ethical universalism have been found in the literature reviewed. The review of the
empirical studies revealed a number of potential ethical problems which are
important for conducting research on immigrants and ethnic minorities. Lower
average levels of education, unfamiliarity with local culture and social context,
economic dependency, links to the home country and coethnic community, special
legal position, and linguistic disadvantages have been identified as potential

sources of ethical ambiguity.
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General ethical principles

Several ethical theories providing the guidelines for choosing a moral way of
action have been proposed. Teleological ethics, including virtue ethics and
utilitarianism, are concerned with the goal or end of the act (White, 1994).
Deontological ethics, including ethics of duty and discourse ethics, focus on moral
principles. However, taking a point of departure in one of the basic theories is often
problematic when dealing with practical tasks (Street and Luoma, 2002). In this
paper, it is, therefore, decided to appeal to the experience of practicing researchers,
rather than to theoretical frameworks. The intention behind this study is to provide

methodological rather than theoretical contributions to the research field.

Because the social sciences are both scientific and humanistic, a fundamental
ethical dilemma exists: how are we to develop systematic, verifiable knowledge
when research procedures may infringe on the rights and welfare of individuals
(Frankfort-Nachmias and Nachmias, 1996)? Most professional codes of ethics
stress the importance of five ethical responsibilities towards survey participants:
voluntary participation, informed consent, no harm, confidentiality/anonymity and
privacy (de Vaus, 2002). Studying vulnerable populations and diverse cultures with
distinctive definitions of what is ethical, researchers confront dilemmas that cannot
be easily resolved with guidance from existing ethical principles and guidelines
(Birman, 2006). However, some guidelines pay more attention to multicultural

aspects of research ethics than others.

Researchers should pay attention to the local ethical norms because the
research process is usually embedded into the social context. Under the conditions
of growing internationalization of the research community, the recommendations
of the ethical committees may play the role of the cross-cultural harmonizer
enabling collaboration between the local academic community and the foreign
scientists who do not share the same cultural background. The last point may be

especially relevant in the field of immigrant entrepreneurship where a large

213



proportion of studies have been conducted by researchers with minority

backgrounds.

Some ethical norms may also be laid down in legislation, so that research
ethics and legislation overlap. In many cases it will be a legal requirement for those
who are participating actively in a research project to give their consent. In
addition, a researcher should pay attention to the requirements considering
systematic storing of personal information. For example, the Data Protection Act
(1998), the Human Rights Act (1998) and the Freedom of Information Act (2000)

regulate the processing of personal data by, among others, researchers.

The analysis of interviews with experts in ethnic/immigrant entrepreneurship
revealed that the utilisation of general ethical principles varied in different
countries. While all the experts were clearly aware of the importance of ethical
research conduct, the institutional frameworks were different in the three countries
investigated. In the United States and Australia the researchers are obligated to get
approval of their research plans and, especially, questionnaires prior to data
collection. In the Netherlands such approval is not mandatory, but the ethical
committees act in the case of suspicion in unethical behaviour. Both models seem
to have certain advantages and shortcomings. In the countries where each and
every research project involving human subjects has to be evaluated by the ethical
committee, the researchers interviewed expressed the feeling of self-confidence
with respect to the ethical aspects or their research. Being supported by the
committee’s approval, the authors felt secured against possible accusations. On the
other hand, some additional paperwork becomes a prerequisite to each project. In
cases when the ethical evaluation of the research projects is voluntary, some
unnecessary paperwork may be avoided while the risk of conducting unethical
studies increases. However, the members of ethical committees may not be
specialists in all the research fields. Therefore, the next section of the paper
addresses the ethical issues specific to the research on ethnic/immigrant
entrepreneurship.
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Research method

Two basic approaches can be applied for developing an ethically solid
methodology. The “top-down” approach relies on resolving situations through the
application of governing principles, while the “bottom-up” approach refer to
deriving principles from an examination of the situation at hand (Loue, 2000).
“Top-down” approaches are represented, for example, by principlism and
communitarianism. Principlism is often associated with the Nurenberg Code and
the Helsinki Declarations which call for respect for autonomy, nonmaleficence,
beneficence and justice (Beauchamp and Childress, 1994). Communitarianism is
premised on several themes: the need for a shared philosophical understanding
with respect to communal goals and communal good, the need to integrate what is
now fragmented ethical thought, and the need to develop intersubjective bonds that
are mutually constitutive of individuals’ identities (Kuczewski, 1997). Both
principlism and communitarianism are limited in the recognition of various
religious and cultural frameworks, which seems to be essential for multicultural
studies. Moreover, it is unclear whether the universal governing principles are
applicable to all immigrants and ethnic minorities. On the contrary, “bottom-up”
methods of ethical justification are capable of incorporating the diversity of
cultural contexts. Casuistry represents a relevant example of the “bottom-up”
approach. Casuistry refers to a case-based system of ethical analysis (Jonsen,
1995). Developing of principles from cases, rather than the reverse, requires the
utilization of real cases, rather than hypothetical ones (Arras, 1991). Following this
approach, the ethical issues and relevant solutions specific to immigrant population
have been derived from the experience of researchers focusing on immigrant
entrepreneurship, as well as from empirical work in medicine, psychology,
sociology, anthropology and marketing. Data collection was undertaken in two

steps.

First, the electronic databases ISI (Web of Science) and ProQuest were
systematically searched for the peer-reviewed articles which focused on ethical
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issues of research on immigrants and ethnic minorities. The articles which

considered relevant issues as a part of methodology were also regarded as relevant.

Second, leading experts in the field of ethnic/immigrant entrepreneurship were
interviewed. The interview guide was developed based on the review of the
existing articles. Twenty widely cited authors were initially contacted through e-
mail and five of them later agreed to be interviewed. In addition, two experts
expressed their opinion in written form. Five in-depth semi-structured interviews
with respondents from the United States (2 cases), the Netherlands (2 cases) and
Australia (1 case) were conducted via telephone in January — February 2007. The
respondents were asked about their perception of ethical issues and the way they
cope with the relevant moral dilemmas. The interviews, which lasted for between

10 and 40 minutes, were tape-recorded and then transcribed.

Ethical issues specific to immigrants and ethnic minorities
Sources of ethnic ambiguity

Vulnerable participants or vulnerable subjects are persons who may be
incapable of giving fully informed consent or may be at higher risk of unintended
side effects due to their circumstances (Polit and Beck, 2004). The majority of the
ethical codes underline that vulnerable populations should be approached with a
special consciousness. Thus, the research strategy regarding studies on immigrants
depends on whether the immigrants are more vulnerable compared to the natives.
The differences between immigrant and mainstream entrepreneurs is one of the
fundamental themes within the area of immigrant entrepreneurship research (Ram,

1997, p. 149).

Unlike the Norwegian Guidelines for Research Ethics in the Social Science,
Law and the Humanities (NESH, 2001), the International Ethical Guidelines for

Biomedical Research Involving Human Subjects (World Health Organization and
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Council for International Organizations of Medical Sciences, 1993) recognise
ethnic and racial minority groups, refugees, and displaced persons as vulnerable
groups. Research always takes place within a social context. Various economic,
cultural, religious, and political interests influence research goals, resources and
practices (Shamoo and Resnik, 2003). When conducting study on immigrants to a
country, a researcher will inevitably notice intergroup cultural differences as well
as differences between immigrants’ and host-country cultures. To begin with, even
the suggestion that ethnic entrepreneurs are different from the mainstream
entrepreneurs may be judged abusive and unethical by respondents. One of the
ethnic entrepreneurs reacted in the following way when being interviewed: “I am a
professional businessman, ..., not a professional Pakistani. I make money, not
gestures” (cited in Ram, 1997, p. 149). However, referring to the reasons that
follow, this paper argues for regarding immigrant entrepreneurs and ethnic

minority entrepreneurs as an under-privileged group or vulnerable population.

Several sources of immigrants’ vulnerability have been identified in the
literature. Cooper et al. (2004) defined migrant farmworkers in the US as being
economically, educationally, and linguistically disadvantaged. On the other hand,
Kissell (2005) pointed out that the vulnerability emanating from economical and
educational disadvantage applies only to selected groups and to selected
individuals within any group. Undocumented migrants were observed to have the
most severe situation (Cooper et al., 2004). The same is definitely confirmed by the
experts in ethnic/immigrant entrepreneurship. However, undocumented and
therefore illegal migrants are usually beyond the scope of the immigrant
entrepreneurship studies. Jacobson (2005) suggests that any individual can be
considered vulnerable at a given time. In the first months after arriving to a
country, the migrants may be especially easily confused by a researcher because at
this point of time they probably lack fluency in the host country’s language, and

familiarity with the local culture and social practices.
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It is argued in this paper that immigrant entrepreneurs should be treated

differently from mainstream research objects as far as these two groups are

different with respect to their cultures, legal status, educational levels, economic

position, languages and migration experiences. The distinction between the

respective sources of ethical ambiguity provides a framework for further analysis

of ethical aspects of research on ethnic/immigrant entrepreneurs (Table 1).

Table 1. Ethical issues in research on ethnic/immigrant entrepreneurs: sources

and possible solutions.

Sources of Ethical issues Practical solutions

ethical

ambiguity

Cultural Perception of Personal, verbal communication, co-
differences informed consent ethnic interviewers

between the
researcher and
the subject

Perception of
investigator’s position
and authority

Underlining researcher’s independence
from immigration authorities and
voluntary participation.

Interpretation of age,
gender and dress code

Preliminary research on social norms
within the ethnic group. Selecting
interviewers with respect to age and
gender.

Perception of personal
autonomy

Dialogue with community members
and object’s relatives

Religious dogmas

Consultations from religious leaders.
Respect to dogmas.

Links to ethnic
community

Dialogue with ethnic community

Group’s self-image

Show respect to the group’s self-
image. Present results in a non-
diminishing way

Legal
differences
between the
subject and the
mainstream

Attitude to
immigration
authorities

Underlining researcher’s independence
from immigration authorities and
confidentiality

Restricted freedom of
movement

Avoid, wherever possible, asylum-
seekers
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Sources of

Ethical issues

Practical solutions

ethical
ambiguity
population Restricted economic Avoid, wherever possible, asylum-
freedom seekers
Educational Comprehension of Explaining the concept of informed
differences informed consent consent. Use of experienced
between the interviewers. Verbal communication.
subject and the
researcher Comprehension of the | Explaining the goals of the research.
concept of social Use of experienced interviewers.
research
Perception of Use broad categories in questionnaires.
education as a
sensitive topic
Economic Income sources Use broad categories in questionnaires.
differences Anonymity. Underlining researcher’s
between a independence from tax authorities
subject and
mainstream Employment practices | Underlining researcher’s independence
population from authorities
Linguistic Linguistic barrier Use of bi-lingual interviewers.
differences Translations into mother language.
between the
subject and the
researcher
Object’s links Concern about stay-at- | Underlining researcher’s independence
to the home home relatives and from the object’s home country
country peers authorities

Traumatic pre-
migration experience

Avoiding triggering traumatic
memories

219



Cultural differences

One of the key questions of meta-ethics is whether ethical standards are
universal (Frankena, 1973). According to the school of thought known as
objectivism, the same ethical or moral standards apply to all people in all times in
all situations. A contrasting school of thought, known as relativism, holds that there
are no universal moral rules or values. The body of research within the area of
culture and ethics has produced mixed results (for a review see Mukherji and
Mukherji, 2002). However, Segal and Giacobbe (1995, p. 111) conclude that “on
balance, a review of cross-cultural literature suggests that there are international

differences in perceptions of what constitutes ethical business conduct.”

Culture can be defined as “the collective programming of the mind which
distinguishes the members of one group or category of people from another”
(Hofstede, 1997, p. 5). The essential core of culture consists of traditional ideas and
especially their attached values (Kluckhohn, 1951). Accepting that values differ
between ethnic minority groups, a researcher may expect that the same actions can
be judged differently by the participants belonging to other cultures. Shamoo and
Resnik (2003) point out that different countries have different views on human
rights, including the right of informed consent. These authors believe that “there
are some universal standards of research ethics”, and recognize simultaneously that
“difficult problems and issues can arise in applying those standards to particular
situations” (Shamoo and Resnik, 2003, p. 10). Research on entrepreneurs with
different national, ethnical, and cultural backgrounds seems to be such a “particular

situation.”

In the area of marketing, the connection between immigrants culture and
moral judgments has been generally recognised (Pires and Stanton, 2002). The
universality of application of Western ethical principles to human studies has also
been questioned in medical science (Barry, 1988; Cooper et al., 2004; Levine,

1991). A researcher can pose risks to participants though the entire research
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process as a result of ignorance or a lack of understanding of a particular culture or
language and inability to reflect on the participants’ values and beliefs (James and
Platzer, 1999). On the contrary, the experts in ethnic/immigrant entrepreneurship,
all affiliated with western research institutions, have not expressed any doubt about

the universalism of the ethical principles.

Research ethicists and investigators have recognised that members of
vulnerable populations may unwillingly agree to participate in studies because of
their assumptions about an investigator’s position and authority over them, which
are based in part on culturally influenced perceptions of class, education, and
occupation, and cultural interpretations of age, gender, and dress (see Cooper et al.,
2004, p. 33 for additional references). None of the entrepreneurship experts
reported cases of involuntary participation. However, some of the respondents
agreed that a Ph.D. degree and perceived high status of the researcher make the

interviewees feel uncomfortable.

Cultural values and assumptions lie at the very heart of informed consent
(Cooper et al.,, 2004). In Western countries it seems natural to consider an
individual research participant to be in focus. Kissell (2005) argues that imposition
of ethical standards from the developed world, such as patient or subject autonomy,
may be viewed as a kind of cultural colonialism or imperialism. Implementation of
the informed consent principle can be ethically ambiguous in the societies where
persons do not consider themselves to be “self-determining” (Levine, 1991). As
exemplified in medical research, in Mexican and Mexican-American society the
family or community leader may take on the sick person’s responsibilities (Cooper
et al., 2004). Moreover, family and community leaders may expect to play a role in
their members’ decisions to participate in medical research. In some cultures an
investigator may enter a community to conduct research or to approach prospective
subjects for their individual consent only after obtaining permission from a
community leader, a council of elders, or another designated authority (World
Health Organization and Council for International Organizations of Medical
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Sciences, 1993). Notably, none of the experts on minority entrepreneurship
expressed any need to ask the community leaders for permission to study the
individual minority entrepreneurs. Moreover, this suggestion led to a range of
counterarguments. One respondent claimed that the validity of research would be
seriously questioned if a community leader would judge who may participate in the
research. Another respondent suspects some community leaders in monopolizing
and channelling the information for their own interests. However, the majority of
respondents claimed that community leaders may be important for the purpose of

identifying the ethnic entrepreneurs and introducing the researcher to them.

Religion is an essential part of what we can broadly describe as “culture”.
Unlike North America and Europe, religious practices and beliefs have a
significant effect on daily life and general worldview in some Islamic, Hindu, Sikh
and Buddhist societies (Oliver, 2003). Religious beliefs play a pivotal role in
maintaining a sense of collectivity in many immigrant and ethnic minority
communities. Since moral systems vary between religions, research on
multireligious populations may evoke a number of ethical issues. A researcher
should keep in mind that the entrepreneurship practices of immigrants are directly
and indirectly influenced by their religions (Rafiq, 1992; Weber, 1958). It is
important to assess how the potential ethnic minority respondents view their
business practices in the light of their religions. In Islam, for example, the concept
of calculating interest may appear inconsistent with religious requirements for
virtuous behaviour (Hofstede, 1997). Thus, referring to the literature reviewed, in-
depth investigation of the entrepreneurial actions related to borrowing and lending
financial capital may be judged unethical by some Islamic respondents. However,
none of the experts in minority entrepreneurship agreed upon the latter proposition.
While recognising that the Muslims see the interest payments in a special way,
those experts working closely with Islamic respondents disregard the sensitivity of

the subject.
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Entrepreneurs with an ethnic minority background may particularly be
dependent on an ethnic community which often provides them with the critical
capital, labour-force, and business expertise (Basu, 1998; Chotigeat, Balsmeier,
and Stanley, 1991; Light and Gold, 2000). A researcher should be concerned with
the community’s opinion with regard to revealing such formal and informal

entrepreneurial networks.

Legal differences

Special entrepreneurial opportunities are accessible for immigrants while some
opportunities available for natives are closed for them. Government policies
enforced by laws and regulations, such as the Chinese Exclusion Act of 1882 in the
United States (Wong, 1998), may directly prohibit immigrants to occupy certain
positions, at least for some restricted period after migration. New-arriving potential
entrepreneurs face legal restrictions in modern Italy (Magatti and Quassoli, 2003),
Germany (Wilpert, 2003), South Africa (Peberdy and Rogerson, 2003), Norway,
and many other countries. In this way, the legal status and time since migration
influence the amount and scope of entrepreneurial opportunities which are legally

viable for immigrants.

The issue of the relationships between authorities (especially immigration
authorities) and immigrants is particularly important for the persons waiting for a
response to their applications considering residence permits and citizenship. Only
46% of immigrants in Norway have Norwegian citizenship (SSB, 2006). It is,
therefore, important to reduce the respondents’ stress level stating explicitly that
the researcher has absolutely no relationship with the national directorate of

immigration.

In the period prior to granting a refugee or humanitarian status, asylum-seekers
in Norway have no other real option than living in reception centres. At this time,
asylum-seekers’ freedom of movement is restricted. This group of people depends
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entirely on relevant authorities. In practice, the decision process with respect to
granting the refugee or humanitarian status can take up to several years. In this
way, asylum-seekers have much in common with prisoners, which have also been
named as a vulnerable group (Shamoo and Resnik, 2003). Although prisoners and
asylum-seekers can make free choices, most people would agree that the highly
coercive environment undermines their ability to do so. In this situation, when
persons of different origin are concentrated in a few reception centres, the bulk of
information about them is available to authorities, the persons are economically
dependent, and boredom in the absence of work permit is prison-like, many can
agree to participate in interviews. It may be a very favourable situation for
studying, for example, attitudes towards entrepreneurship among different ethnic
groups. On the other hand, the use of asylum-seekers restricted in their freedom of
choice may result in an ethical issue. Moreover, involuntary or incorrectly

motivated respondents are likely to provide misleading responses.

Educational differences

The percentage of persons with no education admitted is somewhat higher
among immigrants to the Western countries compared to the natives. Such
instruments as informed consent forms may be considered ethically questionable
and inappropriate when the educational levels of participants are low and when
some respondents are illiterate (Meisenberg et al, 2005). In the case of low
educated subjects of research, the informed contents should be given verbally
through face-to-face communication and no special paper forms should be applied.
For recent immigrants participation in research may be an alien concept on which
they have no previous experience (Miskimen et al., 2003). Yu and Liu (1986, p.
486) argue that “the vast majority of the Asian ethnic minorities in the USA,
especially Indochinese refugees who fall outside the mainstream of American life,

are not yet informed of the concept of social surveys, nor do they fully understand
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the role of research interviewers.” This lack of awareness makes it more difficult
for immigrants to fully comprehend various components of the research process.
Miskimen et al. (2003) argue that for members of minority populations the general
perception of a “research project” can be one of mistrust, including fears of being
used as a “guinea pig.” Some of the experts interviewed share the concern about

the immigrant entrepreneurs’ understanding of the concept of social research.

One of the experts on immigrant entrepreneurship stated that for the ethnic
group he focuses on the issue of education may be sensitive'. For the members of
this ethnic group, inability to complete secondary or higher education is associated
with “the loss of face”. As a consequence, the respondents tend to overstate their
educational level. Moreover, any researcher’s attempts to verify the educational

attainment of the respondents may be unethical.

Economic differences

Empirical studies on entrepreneurship inevitably involve questions about the
occupation and income sources of the subjects. Some groups of immigrants,
especially refugees, may dislike questions about their occupation, income, and
sources of initial capital because some of them “committed welfare fraud or
engaged in the marketing of gold, diamonds and other jewellery to raise cash for
survival” (Yu and Liu, 1986, p. 485). As all the experts interviewed stated, the
question of income was the most sensitive. As reported by the experts, immigrants
tend to be involved in informal economic activities and to underreport their
income. Thus it would be unethical to force the respondents to reveal their income

sources given that they are very reluctant to do so.

" The group is not specified in order to avoid identification of the informant.
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Questions concerning the employment practices of immigrant entrepreneurs
may also be ethically ambiguous. Several of the experts believe that immigrant
entrepreneurs are relatively likely to use undocumented employees paying less than
an official wage minimum. Asking for in-depth information on such employment

practices may be unethical.

Linguistic differences

Some immigrants are less fluent in the host country’s official language or
in the English language compared to others. One of the respondents underlined the
group differences in language abilities. He advises researchers to adapt their

language to the interviewees’ abilities.

Forcing the participants to speak a language they are not fluent in may be
considered unethical. Moreover, the situation when the researcher is more fluent in
speech widens the perceived gap between the interviewer and the interviewees. The
ideas and feelings which the interviewees wish to convey may be very complex
and subtle and they may be realistically conveyed only in their mother language. It
is an ethical issue that all respondents should have an opportunity to explain their
personal experiences (Oliver, 2003). According to the experts in ethnic/immigrant
entrepreneurship, bilingual interviewers are often used in order to overcome
linguistic barriers. In cases when the respondents are required to fill the
questionnaires, the documents should be presented in their mother language alone

or in combination with the translation into the host country’s official language.

Links to home country

An anecdotal case reported by Yu and Liu (1986) illustrates that research may

have a devastating effect for some migrants. When a family of Vietnamese
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refugees to the US was approached for interviewing, the family members with
minimal education began to suspect that the interviewers were communist agents.
Neither police nor investigators’ supervisors have managed to overcome this
misunderstanding. The question considering refugees’ relatives left in Vietnam
triggered fear for being followed by the home-country communists. Two months
after the incident the family sold its house and moved, leaving no forwarding
address. Whether or not the move was caused by the survey, the authors conclude
that asking about pre-migration experience may harm the Vietnamese refugees.
One of the experts interviewed confirmed that migration experience might be a
sensitive topic, especially in case of illegal/undocumented immigrants. Another
expert, on the contrary, stated that many immigrants were willing to talk about

their pre-migration and migration experience.

Traumatic pre-migration experience may influence the object’s perception of
research. For some immigrants who have experienced persecution in their home
countries, “asking for a signature on a consent form that contains foreign legal and
technical terms can potentially place them at risk for secondary traumatization as
some were persecuted, tortured, and forced to sign documents in their homelands”

(Yick, 2007).

Linking ethical issues to the research process

Accumulated experience of practitioners as well as available research ethics
guidelines provide a number of solutions to the potential ethical problems in
research on ethnic and immigrant entrepreneurs (summarised in Table 1). Ethical
aspects should be considered throughout the entire research process, starting with

goal setting and closing with knowledge dissimilation.

It seems that existing ethical guidelines suffer from the common problem:
while reinforcing universal ethical principles, they ignore the cultural diversity of
modern society. Such abstract universalism, associated with Kantian ethics, was
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broadly criticised by Hegel. Since the categorical imperative separates the
universal from particular, the respective moral judgements remain external to
individual cases and insensitive to the particular context of a problem which needs
a solution. Moreover, focusing on questions of justification, Kant’s moral theory
does not contain instructions for implementation. Discourse ethics (Habermas,
1990), though being close to Kantian tradition (Eriksen and Weigard, 2003), may
overcome this criticism. The central principle of discourse ethics is that for a norm
to be valid, its consequences for the satisfaction of everyone’s interests must be
acceptable to all as participants in a practical discourse. Thus, a dialogue with
minority ethnic communities should be initiated by a researcher in order to

illuminate potential ethical incongruence between a researcher and the respondents.

The need for the consent of the individuals who are to participate in research
must be combined with knowledge of and respect for local traditions and
established hierarchies. Local wishes for a voice in decision-making may come into
conflict with the demands of research for quality and independence. This places
great demands on project planning. In research into foreign cultures great care
should be taken to avoid divisions or labels which can give grounds for unfounded

generalisations and in practice lead to the stigmatization of particular social groups.

The scholar must weigh regard for the recognition of foreign cultures against
regard for general human rights. Respect for and loyalty towards the cultures where
research is being carried out does not necessarily entail acceptance of violations of
human rights or culturally founded encroachments on life and health. As one expert
in ethnic/immigrant entrepreneurship pointed out, the ethical committee at his
institution would not approve the interview questions that may potentially lead to a

disclosure of cruel human rights violations.

Discussing research ethics in bioscience, Kissell (2005) argues that discord
between the world the immigrants have left and the world they now enter produces

among some immigrants a “vulnerability” unique to groups who do not share the
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cultural values of the majority of host-country population. Therefore, a researcher
should reflect upon the dissonance Western research techniques might cause in the
world views of some groups of immigrants. In the introduction letter sent to the
expected research participants, Birman (2006) emphasised that some of the
research team members were from immigrant/refugee background. It was supposed
that this action helped to gain trust and, consequently, to boost the response rate. In
their article on Asian entrepreneurs and managers Crick and Chaudhry (1998)
underline that the Asian origin of one of the authors was a key to addressing cross-
cultural methodological issues. In both cases knowledge about several cultures and

bilinguism also contributed to the research design, interviewing and interpretation.

Addressing ethical principles when conducting a research with, for, and among
indigenous peoples, Menzies (2001) underlines that: (1) a dialogue with the ethnic
group should be initiated by the researcher; (2) the research plan should be shaped
in consultation with a minority group under investigation; (3) community members
should be included into the research team whenever possible; (4) the research
results should be discussed with minority group members. Under a proposition that
studying immigrants and ethnic minorities requires the same ethical approaches,
the research process should be developed in a close contact with the members of
immigrant communities. Based on the experience of the researchers interviewed,
the disproportional involvement of the community members other than the

entrepreneurs considered may jeopardise the validity of the study.

Responding to the numerous ethical challenges, asylum-seekers should be
treated with special caution - also conducting research on immigrant
entrepreneurship. In practice, the majority of experts in ethnic/immigrant

entrepreneurship avoid researching asylum-seekers.

As it stems from the literature, some questions that should be included into the
questionnaire are ethically ambiguous. While asking about someone’s ethnicity and

race is a normal practice in the United States, these questions can be stamped
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abusive in other societies. It is stated in the British Data Protection Act (1998) that
the information about a person’s race is classified as sensitive personal data.
Classifying minority group one should draw attention to the modern interpretation
of particular labels by public. For example, “black” as a term used to be regarded
as offensive (Saunders et al., 2003). On the other hand, “black” is an important
official term in the United States statistics. Thus, applying scientific and official
terms for the field research may become unethical with respect to the growing
tendencies towards antiracism. It is also important to avoid using such broad
categories as “Asian” and “Oriental” without reference to the internal
heterogeneity. Wherever possible, the individual groups within these categories
should be identified separately (Saunders et al., 2003). In opposition to the latter
statements, the experts in ethnic/immigrant entrepreneurship reject that the
questions of race and ethnicity may be sensitive while being asked by a skilled

interviewer.

Income is an especially sensitive topic in the case of immigrant entrepreneurs.
One expert deliberately avoids asking immigrant entrepreneurs about income. The
others are concerned with this issue. Broadly speaking, the experts report that the
issue of financial administration is sensitive. One expert prefers financial questions
based on the broad categories. For example, instead of asking about the exact
amount of money invested into the immigrant’s business, he asks respondents to
choose between several categories: from EUR 10 000 to 30 000, from 30 000 to
60 000 etc. This reduces the stress induced by the question and increases the

chances for an adequate answer.

Asking about the legal status of immigrant entrepreneurs and their employees,
one of the experts aggregates answers into such broad categories as 1) resident, and
2) non-resident. This allows the undocumented immigrants to feel safe because the
“non-resident” category may include all from students to tourists. One may suggest
that the experience of the social scientists working with minorities in a particular
region should be studied, and, possibly, some tests on local immigrants should be
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conducted before taking a decision on including some particularly sensitive

questions into the research agenda.

Presenting research results on immigrants and ethnic minorities is another
ethical challenge. Klein and Naccarato (2003, p. 1611) examined how “local

B

television news has been shown to misrepresent minorities.” These authors
concluded that minorities have been shown to be out of proportion to crime
statistics, that both audiences and news directors are aware of this
misrepresentation, that the nature of media coverage should be changed, and that
audiences can be better prepared to react to biased reporting. The researcher is
responsible for supplying properly contextualized and statistically balanced data to

the media.

Researchers have a special responsibility for safeguarding the interests of
underprivileged groups throughout the research process. Researchers are under a
special obligation to shed light on the situations of underprivileged social groups.
However, minorities are not always equipped to protect their interests in relation to
researchers. Marginalised groups may also desire not to be made the subjects of
research, for fear of being viewed by the public in an unfavourable light. In such

cases, the demands concerning information and consent are particularly important.

The experts in ethnic/immigrant entrepreneurship emphasise that
confidentiality is the most important issue when preparing the publication of
research results. All the experts agree that making it impossible to identify
individual respondents is an important moral obligation. As one expert highlights,
it is often difficult to provide non-identification within an ethnic community. It is,
for example, easy to identify an individual entrepreneur if there is only one Chinese

computer shop owner in the area.

However, one of the experts reported that some immigrant entrepreneurs agree
to be revealed in the publications because they feel need to contribute to their

ethnic community or because they expect some other benefits. Under some
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circumstances the researcher requires relevant written statement from the
respondent. In some cases the immigrant entrepreneurs may be mentioned in
acknowledgment, without identifying them in the article/book’s text. This
recognition of individual immigrant’s contribution considerably improves the

collaboration between a researcher and his or her subjects.

Both the experts interviewed and the literature reviews confirm that the
intergroup differences should be reported in such a way that no ethnic group
appears to be ranked over another one. The diversity may (and should) be
presented as a value, rather than an undesired gap between people of different

origins.

Studying immigrants with spinal cord injury, Jacobson (2005) observed that
the participants were strongly against being labelled as vulnerable individuals.
Despite the initial assumption that the injury would result in vulnerability, the
participants viewed themselves as being actively engaged in their communities
who lived and travelled independently, held employment, and often cared for other
family members. Taking this example into account, a researcher should avoid

emphasizing the immigrants’ vulnerability during the interviews.

Conclusions and implications

Due to specific ethical dilemmas, research on immigrant and ethnic minority
entrepreneurs requires specific methodology that differs from the approaches
applied in the mainstream entrepreneurship research. Alternatively, principles of
ethical research with ethnocultural populations found in different social sciences
should be adjusted with regard to the particular challenges associated with the field

of entrepreneurship.
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Evidence against ethical universalism has been found in the literature
reviewed. In research into foreign cultures there are particular needs for a dialogue

with the representatives of and participants from the culture being studied.

This paper appeals for somewhat more explicit discussion of ethical issues in
the entrepreneurship journals. First, most of the readers of international journals are
not aware of the ethical practices and committees in other countries. Therefore,
moral decisions of the researchers are not self-evident to the audience. The readers
should be informed about the rules and procedures that have been applied in order
to secure the ethical conduct of research. Second, information on ethical issues may
be of a great importance in case of ethnic/immigrant studies. The research design is
often influenced by ethical committees, community leaders and other external
stakeholders. Thus, reporting on the relevant peculiarities is essential for the

replicability of the research results.

Lower average levels of education, unfamiliarity with local culture and social
context, economic dependency, links to the home country and coethnic community,
special legal position, and linguistic disadvantages have been identified as potential
sources of ethical ambiguity. In the cases when educational level of respondents is
particularly low, informed consent should be given verbally rather than by means
of special paper forms. The use of native language by interviewers and in bilingual
questionnaires is essential when collecting data on immigrant entrepreneurs.
Asylum-seekers with no refugee or humanitarian status granted have to be treated

as the most vulnerable group.

In the phase of data collection, language used by the researcher should be
carefully adapted to particular ethnic/immigrant group requirements. In addition,
moderately unofficial dress-code, informal everyday language, and explicitly
articulated distance from the immigration authorities are ethically desirable due to
the expected reduction in the respondents’ stress level. Providing information on

the research purposes and methods, a researcher should make an endeavour to
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overcome participants’ lack of comprehending and mistrust regarding social

research.

In order to pay attention to the ethical issues discussed in this paper, the
researcher should collect secondary information about the community leader’s role,
groups’ average educational level, underlying cultural values, obstacles of
migration, and dominating religion. The way in which the results of research on
ethnic and immigrant entrepreneurship are to be presented should be carefully
planned. A researcher should avoid misrepresentation of minorities and present the

research results within the social context.

Our knowledge about the perception of social research by different immigrant
groups is modest. Additional empirical studies are required in order to develop
ethically solid research methods for conducting studies on immigrant end ethnic
minority entrepreneurs. However, researchers should reflect upon the ethical issues
pointed out in this paper. From the researcher’s perspective, it will expectantly
improve the response rate and the quality of data. From a broader point of view,
ethical conduct of research on immigrant and minority entrepreneurs will
contribute to the improvement of social conditions and promotion of the

humanistic goals of science.
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Appendix A. Empirical studies on immigrant entrepreneurs: an overview
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5_. Q = % Explained with differences
o S © g in pre-migration
8 Addressing the o 2 £ £ _|experiences, politico-
§ limitations of -‘.c: *uc')' S =g 2 institutional process and
[T existing theoretical = © % S E 'g structural development in
~ models. < & multiple ™ =X X O S = economies.
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B35 Nk
et o
® 598 o o 2
= +—
G/Research goal /| 5 o g £ a 9 53
£ problem / 252 Simmigrant g BES
< question Fod  Sgroups n =T O
(]
(@]
£ 0
3 3
-é =
IS o
0 Q
. Distinguishing g S
§ immigrants from c @
= refugees with 39 = z
5 respect to 55 © =
(3 entrepreneurial 32, SovietJews, o 2
~— activities. O Jvietnamese ~ =
ol .
2
= 2
3 3 = 5 g
& Considering the 2 n2 8 9
(o)) . o 0 %)
— process of business 5 s 045
- . . (] £ c -0
@ creation in an 3] 23 T3
@ ethnic community 3 5 28 £3 7
(5 through a resource- 3 3 " Ismaili- g 2 % 5
~ based lens. x> Ipakistani 0L <E&c

R. design

|Cross.
|Lonqn

|Qua|it.
|Qant.

Method of
analysis

Findings / conclusions

Refugees have relatively
small and informal
networks. Entrepreneurship
allows refugees to limit
contacts with native culture.
Their financial resources
are limited. US-based
business experience is
crucial for success.
Generally, differences
between refugees and
immigrants are small.

Ethnic community provides
labor, capital and business
advice. Difficulties with
generalizing the competitive
advantages of the ethnic
community to business
outside a community are

® reported.
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g Research goal /
£ problem /
< guestion

Theoretical

perspective /
explanation

ntry

S Immigrant
G groups

Sample size*

Method of
data

collection**

(Hansen & Cardenas,

Analyzing how
perceptions of
economic roles of
Mexican immigrant
workers differ
among three
employer groups:

& hative ethnic,

X limmigrant ethnic

—and non-ethnic.

0 .
5 Mexicans

963 business owners

and managers

Survey forms and

follow-up interviews

(Hout &

Rosen,

Assessing the
reasons for
S intergroup
8 differences in self-
N'employment.

Individual
characteristi

D Multiple

a

Interview

(Kalnins &

(o]

8 Assessing the

N effect of local social
2 capital on

2 immigrant

O entrepreneurship.

Social capital

" Indian
) (Gujarati)

1457 hotels

Official

statistics,
interview

R. design

|Qua|it.

|Qant.

|Cross.

|Longit.

Method of
analysis

Findings / conclusions

Immigrant ethnic employer
group depends more on
Mexican immigrants as
workers and as customers
= than do the native ethnic
@ group and non-ethnic
2 group. Differences between
S hon-border and border
Oljocations are discussed.

Logit

re

= Aspects of family

2 background explain under-
representation of African-
o Americans and Latinos
among self-employed.

res

Likelihood of survival of
immigrant owned hotels

& increases when surrounded
& of other co-ethnic owned

T hotels.

d Models

r
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~ * R. design
— 0 Cc o x
28 ® 5 < 5
° 298 o & 2 52
—_— +—
5/Research goal /| 5 %c_% - s 2 % g
E problem / 252 Simmigrant E B = 3 2 2% B S
- 3 2 . .
question Fod  Sgroups w Z2oo 3 858 = & Findings / conclusions
Portraying how
Iranians, whose _ "
§ social space has 3 5 9
& been destroyed by g o 7 )
! displacement 2 o ®=5 =5
& contrive to o2 c o 287%F ? %_(Q
@ reconstruct this in 5 O [} IS .g S5 2 & £ Ethnic resources and
£ the Swedish s% B O EEQ E £ 'S blocked mobili
< the Swedis gg a;) © ucz)mg 6 £ & blocked mobility are
= setting. = & Iranian A 2 Ox x X O @ @ emphasized.
= S5 <4
£ S2 S¢g
Examining when, - S ) S gz 9
how and why S g E c 0 g Q In the context of economic
Korean employers < g5 g2 g restructuring of ethnic
@ have turned away FiN 2 o o £8E economy, the benefits of
& from employing ‘_3 3 823 Sw< co-ethnic employment are
- Koreans and T > cow S EZ no longer viable in the face
g instead .optc_aq for 3 % " o E ¢ SEZ _of retention problems an
~— other minorities. = = Koreans Nowc ==X ®increased labor costs.
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~ * R. design
— 0 c o x
2 5 = »n O S o
o T @ > L T = -2
o Researchgoal/ 5o S £ s 2 _ S o9
E problem / 252 Simmigrant E B = = 2 4% B S
question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
c
0 3 S
—~ L 9 0
9 R EQ g
=] o E‘ ® a g = o
Q : LE EE 2 o L
-~ Debating the 8823 © oo S Enclave participation is
E enclave econom 282 c 27T o) % rewarding for self-employed
< . y 582 = = = g ploy
~— hypothesis © £ G Koreans ~ — X_ X Koreans.
® 2
) e g
< . . 3 c 3 ;
5  Exploring the ethnic 2 < O 5 Korean entrepreneurs rely
+— . .
T resource o g A 2 @ heavily on ethnic resources.
°§ 5 mobilization by g ¥ .GE) > 2 |t has both negative (intra-
o X limmigrant £ " S 9 g o ethnic competition) and
~ ! entrepreneurs. W ZKoreans — = X X Olpositive sides.
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~ * R. design
525 N3 -
558 o g & =y
S Research goal / g a5 2 s 2 © o9
€ problem / © 23 Simmigrant % TS= =2 _4% TS
< guestion Fad S groups ® =58 § §¢8 5 = Findings / conclusions
@) O 00 a
Contrasts and similarities
between Chinese and
5 i @ - African—American_business—
i g IS Q c owners r_eported: in
S 3 § % D " ownership characteristics,
S S0 g 2 Q start-up capital, social
g .- Empirically testing ' @ 3 _5 2 s, < networks, and economic
8 & social resources | £ g g 2., 5z @ significance. Neither the
< % < and class ] 0 S 6 ‘g g S 2 social nor the class
e ‘5 & resources 8 s & " o = S % G resources alone provide a
= 9 = explanations. Yo o JiChinese © o O= x x| satisfactory explanation.
At what rate do
. limmigrants aspire Immigrants’ higher self-
E and patrticipate in employment aspirations
2  [self-employment. 3 steam from negative
S What 3 employment experience
T characteristics g' = and prior business
°f differentiate self- 2 % ‘<7> experience. Immigrants lack
2 o employed from _ © = 2 relevant experience and
E S others? Aspiring g g g G resources actually to start a
=~ ' from others? 2 o FsuU ~ = X X business.
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~ * R. design
— 0 Cc o x
g 5 ;% g o S ° .,
o 0 O > L T = - 2
o Researchgoal/ 5o S £ s 2 _ S o9
£ problem / 252 Simmigrant E B = S 2 =4% B 8
< question Fod  Sgroups w Z2oo 3 S_S_E’ = & Findings / conclusions
Immigrant entrepreneurs
facing changing level of
market challenges and
o policy controls, adopt
§ < strategies including the
£ " % modification of their
@ 5 o business operations and
— k=) . 1) c
o 3 Chinese from = S0 range of products as well as
S| lllustrating the g PRC, Taiwan, g @ 15 tapping their resourceful
- policy context in @ > Hong Kong, 8 q% § ethnic social networks for
< which the Chinese 3 @ Singapore, 4] s 5 venture capital, necessary
@ restaurants are é % Malaysia, ~ g z information and other forms
= embedded. o Vietnam. N = Ox_ x_x © of support.
~. Exploring Chinese Diversification is
& (5 businesses’ g o widespread and increasing.
) . g ; > . . e .
— S strategies of - 74 ® £ .2 Motives for diversification
§ N vertical, horizontal, T .GE) S % 2 reported: braking out, a
o £ and unrelated D o 8 g S & spirit of adventure, risk
= 93 diversification. 2 ZChinese N =X O & diversification, and others.
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~ X R. design
828 Nk -
Tk o g & =y
g Research goal / g :)-’_c_% 2 s 2 _ S o9
£ problem / 252 Simmigrant E B = S 2 =4% B 8
< question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
Seeks to explain Business performance was
the self-reported 7 weak for immigrant
business 2 entrepreneurs, despite
performance of § ) significant pre-migration
entrepreneurs who 3 2 resources. Human capital,
(g entered Canada -g g 55 though not the scale of
o|through the @ ) ‘% o investment capital,
N . © = — :- .
- Business 3 3 s S 2 influenced business
& Immigration § = Hong Kong, o % S success. Interethnic
~ Program. ¢ Taiwan, Korea o X X variations reported.
Neither the blocked mobility
no the cultural thesis alone
S provide a satisfactory
% explanation for the
o formation of Chinese
< businesses. Four types of
2 Chinese businesses
] . . g 55 prqposed. E)_(par_lsion of
&3 Exploring Chinese =z > " » Chinese capital into
9 investments and = = -‘.c: § 2 Canada is predicated by
— business in S0 c Chinese, Hong [} & political and economic
— Canada. O E {_)5 Kong, Taiwan O ' X X factors.
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employed in them?

%)
5 Salvadorans.

° ©
— O
T > 5 N R
25 o o S
[} L O > L 7T =
5 Researchgoal/ 528 £ a 2 ©
= bl o L35 c ; e = © =
£ problem/ 252 S Immigrant T O%T
< question Fod  Sgroups n =T O
<
(2]
(o]
—
g &
%’ .0 g 2]
358 3 &
© = L c 0
n g £ Distinguishing @ c z
£ & g ethnic enclave 2 = >
2 3 © economy and s, 3 £
=0 O gthnic economy. w 5 Iranians o -
é Estimating earnings 0
i & of self-employed 2
Y c
© 8 and waged 0]
— 8 . X © [92) . O
~ N immigrants. = multiple '
. Cubans, Puerto
< —~ Ricans,
2 g What are the Koreans,
=N impacts of ethnic Chinese, "
© » economies for the Dominicans, §
S 2 people who are Mexicans, [}
()] o] O 1

R. design

|Qua|it.

|Qant.

|Cross.

|Longit.

Method of
analysis

Findings / conclusions

stat.

S Ethnic enclave economy is
G a special case of ethnic
economy.

I

9 Self-employed immigrants

—l/do substantially better in the
labor market.

Multiple

Self-employed immigrants
work longer hours but in
€ many cases at lower hourly
2 rates. The effects of self-
@ employment are the same
QE;« in ethnic sectors as in the
= mainstream economy.
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~ X R. design
828 Nk -
2% = w o § o

5 Research goal /| 35 %c_% = s 2 _ S o9

£ problem / 252 Simmigrant E B = S 2 =4% B 8

< question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
Entrepreneurs, over a
period of 8-18 years
generally achieved a high
level of political awareness,

2 maintained weak

_ g =\ transnational ties, and

S . = S naturalized at an

Q Analyzing patterns o v extraordinary high rate.

5 of sociopolitical b= q% & Respondents relied primary

S incorporation 5 -‘.c: S -% on human capital, rather

g among immigrant g = _ o g S thar_1 on ethnic social

~ entrepreneurs. = O/ Multiple ™~ —IX _x capital.

i Individualistic business

3 _ g |strategy is employed by

9 Examines class s o o % /Indian entrepreneurs in

. +— .

= and ethnic = 3 o % » which class resources are

Siresources used by |, 2 g % 3] S 2 more consequential than

] i 2] = Q i

= East Indian c_g % g = _ © = G ethnic netvv(_)rks or

entrepreneurs. O East Indians = X X communal ties.
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~ * R. design
— o c [ %
g 5 % n o ° o .
o (] > L T = -2
o Researchgoal/ 5o S £ o 2 S o2
£ problem / 252 Simmigrant E B8 2 =42 B 8
< question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
Hong Kong Chinese
%) dominance among
~ 3 immigrant entrepreneurs is
o S attributed to strong push
P . .
Al o factors in the sending
S = society and the existence of
E [} " an institutionally complete
o \ :
° = = Chinese community,
< Examines class S 2 < /supporting a well-developed
5 and ethnic S = » ethnic subecomunity that
Siresources, -c.‘: £ g 2 takes on many of the
g opportunity c Hong Kong & b= 6 features of an ethnic
structure. O Chinese X X enclave.
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~ X R. design
< 2 €< N %
g 5 ;% g o S ° .,
o (] > L T = -2
5 Research goal /| 35 %c_% = _ s 2 _ S o9
£ problem / 2 £2  Slimmigrant E Bg= 2 4% TS
< - L X o s O ® t© g 2 S S -
guestion Faoo G groups n © O 3 85 s ® Findings / conclusions
First-generation ethnic
entrepreneurs are more
= motivated by discrimination,
g 2 © non-recognition of degrees,
8 L 9 2 ini
3 25 g’ and the goal of obtainin
N
. £ £ = status. The second-
() = . . .
£ g 3 c generation is motivated by
8 What are the S5 -% blocked promotion. The
1= . H — O 2] i
= motlvatlonal ols 5 S _\new support policy based_
3 differences Sy 2 52 % on the need to pay attention
— . - .
@ between first- and Sg S o0 2 » both to the motives for
§ secqnd generation _c_g = S g @ > 2 starting up business and to
ethnic o0 = = 2 o the necessary preparatory
b3 ng 2 ® o = O Aetivitios i
~ entrepreneurs? = Z | Turks = X_ X activities is proposed.
Assessing variation o
-~ -O - —
¢ Aiin business S8 2
< O c D >
7O = 8 2 s
@ & success across T 5 £ = N
[ I ups. o S L]

.+ -z three ethnic groups 3l 9 o 8 -3 © Performance conditions
ooz Se S 20 2 = © © S vary across ethnic groups.
352 s .2 G Turks, =3 S S 2 2 c Informal networks are
I=> 8 € <Indian/Pakistan| o, £ L £ & © 3 crucial for business
£EZQ " o Q. SIS k= <g e

=i, Moroccan X X success.
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P k)
BN Nk
S2E » 5§
o v O > L T 5
5 Researchgoal/ 528 £ a 2 ©
< problem / © 23 Simmigrant E g S=
£ problem 252 S Immigran S %S
< question Fod  Sgroups n =T O
Does governmental
intervention in the
S form of
o .
S occupational
_-retraining, "
L subsidized salaries €
c ; @
i and support in 5
«4 business creation €
g improve I=
2 immigrants’ s z
& occupational _ c S
< opportunities as o =] 2
f -
= self-employed? © & FSU o =
&
c
g - 8 & s £ n
& Explaining SEQ 5 a2 g
_- overrepresentation = 3 5 v 2 s
< of Koreans in small ‘'@ 2 £ Q94 =
E EE — o k=

~ business sector.

(3 Koreans

R. design

|Qua|it.
|Qant

|Cross.
|Lonqn

X X

Method of
analysis

Findings / conclusions

Government support was
beneficial for immigrants
« intending to start a
5 business. Retraining is the
Z most effective form of
intervention.

Neither Korean immigrants’
< /sojourning orientation nor
0 their perception of host
S discrimination is an
& important factor in their

© decision to start a business.
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~ * R. design
— 0 Cc o x
c > (@] E y— * y—
0SS n O < o
o $gT S| o - 2 -2
—_— +—
G|Researchgoal/ |5 o g £ s 2 % g
= v 3 c i S 8= & 4= T
Z proble;m / 2 5 2 S Immigrant 8§ O0%T = § 5 0 g o _
question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
Are ethnic or class
. resources more
< central to the "
£ |establishment of o 7
S immigrant/ethnic £ S
N businesses? Ithere, @ © = Intergroup differences in
. . - .
@ acausal connection ¢ 8 2 » use of ethnic resources are
. p— r— o -
°g & between ethnic 93 S 2 reported. Only middleman
< 8 business and ethnic S @ 2 G businesses strengthen
=< o3 n c
~ N'solidarity? O = S/lranian, Korean © X X X ethnic solidarity.
The enclave economy that
has developed in Brooklyn
o is significantly different from
2 other such economies. With
3 federal cash assistance,
T > credit, and business
28 training, FSU immigrants
S £g 9 have been able to use their
2 Sy G human capital to establish a
— =3 g I </ growing number of small
N .. . - . .
9 Examining ethnic g S . w » businesses. A hypothesis
§ entrepreneurship g S g -g 2 on cultural propensity
S among FSU 5.2 9 " & S toward entrepreneurship is
< immigrants. TOo=  ZFsy O YX XX O supported.
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3 < X . R design
2 5 = »n O S o
o Researchgoal/ 5o S £ s 2 _ S o9
 problem = i == =2 4% oy
€ problem / 252 Simmigrant E B = g 2 T
< K x o s o ] c 8 & s c . . .
~ O
uestion Foo G groups n O 3 85 s @ Findings / conclusions
While some of the salient
G values are clearly traceable
= to the entrepreneur’s native
S culture, it appears that
o ] .
2 5 entrepreneurs share certain
5 2 Q core values regardless of
»  |Explores core 2 Japanese, g < cultural origin. Linkages
o ©
. - -
°g values held by in = Korean, o 2 » between values and
‘E m growth-oriented = Filipino, % S 2 specific operational
2 8 firms belonging to 3, Chinese, o 2 G practices within the
~ Nlimmigrants. O S Vietnamese. « - X X ventures reported.

o Rather than assuming the
§ 2 existence of social solidarity
= ° among immigrants, it is best
2 ; to delineate those historical,
Q 5 social and cultural factors

| 2 2 which facilitate or impede
9 < =3 its development. The

=t Explori_ng the role it 2 0 55 forging of ethnic solidarity is
= of ethnic and class S £ S 2 » not at all an easy

@ resources for @ 2 E b 2 accomplishment nor is it
Slimmigrant oy " 0 2 g & necessarily desired by alll
~ entrepreneurs. O 5 Multiple Latino ™~ = = X X immigrants.
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o X . R. design
© > o N X “—
=28 E 25 5 oo
g Research goal / g :)-’_c_% g s 2 _ S o9
Eproble_zm/ 252 Simmigrant E B = S 2 24% 3% _
question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
Motives were influenced by
family-linked aspirations
and role models, need to
achieve through business
ownership, and by
personally and situationally-
rooted propensity to accept
risk of entrepreneurial
action. Entrepreneurial
Analyzing the abilities came through
motives, abilities, 2 family mentors, education
g and resources that g = and business experience,
© most successful Q S and language skills.
= immigrant g o Resources included
Q entrepreneurs 3] % Z resources brought from
@ brought and ‘5 = -(_ts‘ Cuba, but more significantly
& developed in the " < g S resources developed in the
~U.S. 2 > Cubans N =X Qu.s.
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~ X R. design
828 Nk -
558 s 5 & g
S Research goal / g a5 2 s 2 © o9
€ problem / Q % e SImmigrant % D % = 2 543 TS
< ' Fod R w =598 § &8¢ = & Findings / lusi
guestion G groups 3. 83558 Findings / conclusions
- 2 Transnational
Q2 s £ entrepreneurs represent a
g Q -g @ large proportion of the self-
s € Empirical test on Colombia, = z ‘E .« employed immigrants.
g 8 & existence of Dominican N S 5 £ There is considerable
£ © 8 transnational Republic, El < 2 @ 8 variability depending on the
= % N entrepreneurship. < 5 salvador - XX 0 ® historical context.
__Economic returns )
© to immigrants = 2
ﬁ S engaged in self- Cuban, " @ -2
£ 5 employment. Chinese, ? g § Mixed results depending on
g 2 " Japanese, o S immigrant group and the
=N < 3 Korean © X X © = methodology applied.
__Explaining the
& significance of = Alternative
ﬁ © community-level " ‘5 conceptualization is
£ s factors and, in Dominican, 2 2 proposed. Bounded
g 2 particular, sources Cuban, o S solidarity and enforceable
~ N of capital. 2 > Chinese O YIX XX trust.
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~ X R. design
828 Nk -
558 s 5 & g
g Research goal / g :)-’_c_% 2 s 2 _ S o9
£ problem / 252 Simmigrant E B = S 2 =4% B 8
< question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
Informal economy is a
) ., common pathway to steady
g . @ = S(-;-If-em.ployment for
S |Providing 2 2 = Hispanics, whereas entry
i= comparative 3 @ = through employment in a
3 | perspective of g Q % < co-ethnic firm was more
& _ pathways to o 8 " 2 © -2 common among Koreans.
£ 8 business ownership % P > g @ Koreans see business
& S among several o Mexican, s 2 S Sownership as a way to
~ N groups. @ > Korean O o X X O = overcome blocked mobility.
. —Mexican business owners
5 -2 who previously worked in a
3 s 4 coethnic firm were exposed
S g 8 ;‘jt(? training opportunit_ies that
« < 2 5 S differ from the experiences
S “m’_ £z |of their coethnic
S Q ERS ‘g counterparts vv_ho did not.
= 5 - Q — /However, Mexican
3/ Investigates if 2 8 £ = immigrants’ chances of
S ethnic economies O =3 2 » entering the world of
£ operate as training 2 3 = % b S pusiness through
& sector for future £ 8 " S8 g & employment in a coethnic
~ entrepreneurs. W o > Mexican — = = X X firm are low.
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~ * R. design
— 0 Cc o x
g g '% n O S ° .,
o Researchgoal/ 5o S £ s 2 _ S o9
£ problem / © 23 Simmigrant E gE= =2 Lg% TS
< - £ 0 X 2 © s © o ® € g8 = Sle .
guestion Faoo G groups n © O 3 85 s ® Findings / conclusions
C
o < § Korean and Mexican
S LE> E = business owners draw on
N £S5 ¢ o © thinner ethnic social
{E‘; o5 -% _‘; = networks and do not reap
S § T 5 = g similar advantages from co-
i= ldentifying S % g c g ethnic business dealings.
«3/circumstances that | 3 2 = 838, % Until Mexicans consolidate
S help and hinder Lge s % z @ a market niche, their
E entrepreneurship |2 RS =23 S 2 opportunities to benefit from
& among two £275 " Mexican, & @ % 2 & ethnic vertical integration
~—immigrant groups. woc S Korean — .= - X X O will remain limited.
> The employment
g © relationship is an outcome
< - 2 of the fluid interaction of
3 9 S @ 'social, economic and
g - 3 % S geographical contexts. This
= & Examining the g 2 v _ renders problematic both
= ™ management of @ % n % =28 Culturalist and purely
e S employee relations ° Bangladeshi, EQ = £ oleconomic approaches to
s e ; . o < 5 T 5 o
g © in independent § Pakistani, m O g S g ethnic minority
— B restaurant sector. 5 Indian N = =X O« entrepreneurship.
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3 < X . R. design
® >0 N X “—
0SS n o < o

o 8% . s g g8

G Researchgoal/ 52 &S _ s 29 o2

Eproble_zm/ 252 Simmigrant E B = = 2 4% 3% _

question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions

Highlights the importance of
the small ethnic minority
accountancy practice as a
stepping-stone for ethnic
minorities seeking to
establish themselves in the
profession. Ethnic minority

%) accountants are important

3 -2 for their ethnic minority

‘:h East African " % clients as a business

2 Asians, ‘g S resource. Although ethnic

8 Explores the case Pakistani, < v minority accountants

« Of ethnic minority Indian, Greek- 3 % & appear to be operating

£ accountants Cypriots, § = -(EU successfully, continued

$ operating as « Bangladeshi, o g S/ reliance on such firms may

~ entrepreneurs. < S Chinese N =X o prove problematic.
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° k)

RS Nk

L5 = w o §

o D 0 > 9 T S

o Researchgoal/ 5o s Z s 2 _ S

£ problem / 252 Simmigrant g BES

< question Fod  Sgroups 0w =T O
2 (o
= g [0}
o] g < =
() = = 0
2 % 52
S ™ & , S5
=9 g African- pol=
g & Examining the % Caribbean, N E

v ¢ experience of firms g Bangladeshi, 2w z

£ ¢ attempting to break e Chinese, 25 =

& ~lout from the ethnic g Indian, g Es £

— % market. W 3 pakistani. © © O =

R. design

|Qua|it.

|Qant.

|Cross.

|Longit.

Method of
analysis

Findings / conclusions

Break-out entails a shift
from labor-intensive to
capital-intensive activities
o requiring external financing.
‘= Access to bank credit

£ continues to be

S problematic. Discrimination
reported.

analysis

ativ
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T % . R. design
o 5 '% n O S o
o T @ > L T = -2
o Researchgoal/ 5o s Z s 2 _ S o9
e 0 L0 c i E 8= 5 R =
= proble;m / 252 S Immigrant S O0®T 2 = § 5 v & _
question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
Examining whether
immigrants from
g
=/FSU tend to
Q gravitate into self-
o employment and
P -
o whether the Propensity of new FSU
£ characteristics of immigrants to engage in
% these immigrant business is low because
() entrepreneurs =/they lack developed ethnic
. e
o3 resemble those in n » networks and relevant
< prominent ethnic ? S experience in marketing.
. T c . .
S economies & o & Occupational concentration
@ ©
f -
— elsewhere. < v FSU O : X X O reported.
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o X . R. design
© > o N X “—
558 o g & =y
g Research goal / g :)-’_c_% 2 s 2 _ S o9
£ problem / 252 §Imm|grant = g g9l 2 443 g s .
guestion Faoo G groups n co 3 86§68 ® Findings / conclusions
Most immigrant groups
showed higher rates of self-
< employment in the Los
2 Angeles area than in San
& Francisco SCSA. However,
GB; due to the dominance in
& Examining the = Los-Angeles of Mexicans
X association < with low tendency to
! between location " ?77 engage in entrepreneurial
- and entrepreneurial 2 2 activities, the total rate of
g activity among " S o self-employment was equal
~—immigrants. < 2 multiple © : X X in two metropolitan regions.
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o X . R. design
© > o N X “—
=28 E 22 5 oo
S Research goal / g a5 2 s 2 © o9
£ problem / 2 % 2 5immigrant E 3 % S 2 =4% B 8
< question Fod  Sgroups w 2vo 3 &85 = & Findings / conclusions
The interaction effect of
g location and ethnicity on
Q ethnic entrepreneurship is
g evident not only in self-
ol 2 employment rates but also
R & in niche concentrations and
! o niche competition.
% Exploring £ Compared to mainstream
5 interaction effects 2 < /groups, non-mainstream
o3/ of group > » » groups are more context
= characteristics and % 2 S resistant. They concentrate
g opportunity g " o & on few entrepreneurial
~ structures. ) Multiple O : X X O niche concentrations.
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° ©
NG Nk
255 w o §
o T O > L T 5
5 Researchgoal/ 528 £ a 2 ©
s o235 c i E = 8=
£ problem/ 252 S Immigrant T O%T
< question Fod  Sgroups n =T O
Examining
relationships
& between social a
‘% embeddedness, = 2
. immigrant ¥t IS
§ entrepreneurship, S v
€ and upward social ko Lithuanian, 3
& mobility of ethnic 3 4| Polish, Irish =
= groups. V' SiGerman. o '
—
(o]
(2]
(o]
—
g))" Examining how Chinese,
Z immigrant self- Koreans,
3lemployment is Filipinos,
S affected by family Indians, ”
© composition and Cubans, §
& human capital/class Mexicans, )
o @) '

~—resources.

()] R
= Puerto Ricans.

R. design

|Qua|it.

|Qant.

|Cross.

|Longit.

Method of
analysis

Findings / conclusions

Social embeddedness
eased the entry into the
business, but restricted
immigrant businesses’
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Appendix B. English translation of the
guestionnaire for Paper 2 (originally in
Norwegian)

Only the questions relevant for Paper 2 are included.

This survey takes aim on investigating aspects regarding the founding of new
businesses. The questions are concerned with the business that recently was
registered in the Brenneysund Register Centre.

Al. Which role do you have in the newly registered business? Are you the:
(Please tick any of the boxes that are applicable)

1[_] Founder of the business 2[] Principal owner
3] Manager 4[] Chairman
5[] Other, please specify

A2.  Are you responsible for the founding of the new business?
1[] Yes, alone 2] Yes, together with partner(s) 3[] No
A3. Is the business a subsidiary of another business?
1] Yes 2[ ] No
A4. How was this business founded? (Tick one box)
1[_] Started from scratch
2[] Purchased
3[_] Inherited
4[] Continuance of business that went bankrupt
5[] Other, please specify
AS What Industry does your business belong to?

1] Agriculture 9 [] Sail and service of vehicles
2[] Fishery 10[_] Transportation and storing
3[] Mining, electric power, oil and gas 11[] Hotels, restaurants etc.

4[] Construction 12[_] Services in consumer sector
5[] Computer systems 13[_] Services in business sector
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6[_] Production of equipment and tools 14[] Banking, finance and
insurance

7] Other production 15[ ]
Other:

8[_] Transportation and storing
A13. How many owners established the new business? Total people.
F5. How much money has the business taken up in loans?

Approx. NOK

F11.1 How much equity has the owner(s) invested in the new business?

Approx. NOK

Gl.  Please indicate your disagreement/ agreement with the following
statements.
(Tick one box on each line) Strongly Neither
Strongly
disagree agree or
agree
disagree
1 2 3 4 5
6 7

1. Customers will experience our product

or services as new and unknown [] ] L] ] ]
L1 O

2. Few or no competing businesses offer

a similar product or service [] [] [] [] []
0 O

3.The technology or the production

process of the product/ service is not

easily accessible [] [] [] [] L]
O

306



I1. Age: years

12. Gender: 1[_] Male 2[ ] Female

I3. Was you born in Norway: 1] Yes 2[]No
13. Was you father born in Norway: 1] Yes 2[ ] No
3. Was you mother born in Norway: 1] Yes 2[ ] No

I8. What is your highest level of education? (Tick one box)
1 [] Elementary/primary school

2 [] Junior high school

3 [_] Senior high school

4[] University, college 1-3 years

5[] University, college 4 years +

113. How many years of work experience do you have? years, of this
management experience years

(please write ”0” if do not have work experience or management
experience)

Thank you very much for your participation!

Please put the completed questionnaire in the enclosed

return envelope and mail it today
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Appendix C. English translation of the
guestionnaire for Paper 3 (originally in
Russian)

Bodo Graduate School of Business conducts a survey of Russian-speaking
immigrants in Norway. Answering this questionnaire you may contribute to
improving a position of immigrants on the labour market. This study focuses
specifically on self-employment intentions. Please, answer the questions even if

they seem irrelevant to you.
If you are interested in getting a summary of the research results, tick this box:
[J - Yes, I would like to get a summary of the research results in the end of 2008.

The data will be treated strictly confidentially. No personal data will be published
or made available to any third part. When data are collected (01.07.2008) the
information on names and addresses will be deleted, indirect identifying
information will be aggregated, data will be made anonymous, and returned
questionnaires will be destroyed. Participation is voluntary. The respondent may
withdraw any data with no explanation required (possible before 01.07.2008). The
project has been approved by Personvernombudet for Forskning, Norsk

Samfunnsvitenskapelig Datatjeneste AS.

Thank you in advance,

With any questions contact the following persons:

1) Evgueni Vinogradov, Research fellow at Bode Graduate School of
Business, tlf. (47)75517694, (47)97156233, e-mail:
Evgueni.vinogradov@hibo.no.

2) Prof. Lars Kolvereid at Bode Graduate School of Business, tlf.
(47)75517276, e-mail: lars.kolvereid@hibo.no.
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1. Please, answer the following questions about your background:

a) How old are you? years.

b) The highest level of education acquired outside Norway (categories
according to Russian standards):

0 High school;

[J Unfinished high school;

[J College;

[J Professional Education;

O Primary school;

[1 Unfinished primary school; [J Never studied outside Norway.

¢) The highest level of education acquired in Norway (categories according to
Norwegian standards):

[ hegskoler, universiteter;

[J videregdende;

[J grunnskole; [J Never studied in Norway.

d) Family status:

0J unmarried;

[J married;

[0 cohabiting;

[J married, but not cohabiting;
[J divorced;

(1 widow/-er ;

e) Since when you have been living permanently (over 6 months) in Norway?
[l since year [1 I do not live permanently in Norway;
[0 don’t know/refuse to answer.

f) How long are you going to stay in Norway:
[J under 6 months;  [] from 6 months to 3 years; over 3 years; don’t
know/refuse to answer;

g) In which country have you resided before coming to Norway:
[J Russia; [J Ukraine; [ White Russia;
U other: 0J don’t know/refuse to answer;

h) Your current citizenship:
[J Norwegian; [1 Russian; [J Ukrainian; [J White Russian;
[J other: [J don’t know/refuse to answer;
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i) What was the primary reason for you to come to Norway:

[J family reason (moving to the husband, relatives);

0 study;

[J asylum seeking;

[ working for a Norwegian employer;

(] other: [] don’t know/refuse to answer;

j) What is your occupational status for a moment?
[J full time employment;
[ part time employment;
[J unemployed;
[ retired;
[] student;
[J housewife/husband;
[ other:
[J don’t know/refuse to answer;

k) Your ethnicity: [J don’t know/refuse to answer;

2. Are you, alone or with others, expecting to start a new business within the
next tree years*?
[J No [0 Yes ] don’t know/refuse to answer.

3. Are you, alone or with others, currently tying to start a business "?
[0 No 00 Yes 1 don’t know/refuse to answer.

4. Are you, alone or with others, currently the owner of a company you help
manage?
J No O Yes [J don’t know/refuse to answer.

5. Have you, in the past 12 months, shut down, discontinued or quit a
business?

[1 No [] Yes [1 don’t know/refuse to answer.

6. have you ever owned a company you helped to manage?
[1 No [1 Yes [1 don’t know/refuse to answer.
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7. If you have ever owned a company, was self-employed, or you are going to
do so, please answer to following questions:

A) Why have you started a business?

[J to take advantage of business opportunity;

[J no better choices for work;

[J combination of both of the above;

[J have a job but seek better opportunities;

[J other:

[] don’t know/refuse to answer;

B) What kind of products and services have you
provided/provide/will provide?
Brief

description:

[J don’t know/refuse to answer;

" Business includes any self-employment or selling any goods or services to others.
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8. Do vou personally agree with the following statements?

a) You know someone personally who started a business in the past 2 years
[0 No O Yes [J don’t know/refuse to answer

b) In the next six months there will be good opportunities for starting a
business in the area where you live
[J No [ Yes 1 don’t know/refuse to answer

¢) You have the knowledge, skill and experience required to start a business
[0 No O Yes [ don’t know/refuse to answer

d) Fear of failure would prevent you from starting a business
0 No O Yes [ don’t know/refuse to answer

e) In Norway most people would prefer that everyone had a similar standard
for living
[0 No O Yes 1 don’t know/refuse to answer

f) In you home country most people would prefer that everyone had a similar
standard for living
[J No [ Yes [J don’t know/refuse to answer

g) In Norway most people consider starting a new business as a desirable
career
[ No [ Yes (1 don’t know/refuse to answer

h) In your home country most people consider starting a new business as a
desirable career
[0 No O Yes 1 don’t know/refuse to answer

i) In Norway those successful in starting a new business have a high level of
status and respect
J No O Yes [J don’t know/refuse to answer

j) In your home country those successful in starting a new business have a high
level of status and respect
[0 No O Yes [ don’t know/refuse to answer

k) In Norway you will often see stories in the public media about successful

new businesses
[l No [] Yes [1 don’t know/refuse to answer
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1) In your home country you will often see stories in the public media about
successful new businesses
[J No 00 Yes [0 don’t know/refuse to answer

Thank youl
Please, remember fo post the questionnaire in
the enclosed envelope.
Postage is pre-paid.
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