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Venezuelan migrants in Peru and their entrepreneurial
intention during the Covid-19 pandemic

Shyla Del-Aguila-Arcentales, Aldo Alvarez-Risco, Diego Villalobos-Alvarez

ABSTRACT
Objective: The article aims to understand the influence of how attitude (ATT), the perception of country
support (PCS) for entrepreneurship, and entrepreneurship self-efficacy (ESE) support entrepreneurial in-
tention (El) among Venezuelan migrants living in Peru.
Research Design & Methods: In total, 305 migrants from Venezuela living in Peru completed the online ques-
tionnaire. It contained 21 items that evaluated the variables to explain the El. In the study, we employed the
partial least squares structural equation modelling (PLS-SEM) technique.
Findings: We found that ATT (0.591) and PCS for entrepreneurship (0.204) showed a direct and significant influ-
ence on ESE, while ESE showed a direct and significant influence (0.823) on the El. The research model explained
67.7% of the El. The analysis using bootstrapping technique showed the significance of the path coefficients.
Implications & Recommendations: Current research showed the effect of ATT and PCS on ESE, which govern-
ments and organizations can use to create plans to promote entrepreneurship among migrants.
Contribution & Value Added: Governments can use the study results to develop and improve new regulations
to encourage entrepreneurship. The novelty of this study is the use of the PLS-SEM technique.
Article type: research article
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INTRODUCTION

Latin America has had a long history of migratory flows; however, currently, it is experiencing an un-
paralleled exodus. The installation of a socialist model in Venezuela has been the root of this problem
in that country since 2004. Venezuela is a large oil producer, thus in the beginning, the socialist model
did not generate significant problems in the country’s economy. Due to stable oil prices, there were
no problems; however, in 2013, when oil prices fell, the current crisis began, generating a massive
exodus of people. According to Aron Said and Castillo Jara (2022), this displacement was forced by
severe human rights violations in Venezuela. Thus, since 2016, more than 4.6 million women, men,
and children have left Venezuela, searching for a better life (ACNUR, 2022). World Bank (2019) reports
that 57% of working-age Venezuelans in Peru have higher education, 8% of GDP growth in Peru in 2018
was thanks to the contribution of Venezuelans, and the productivity in Peru could increase by 3.2% if
adequate policies are implemented to integrate Venezuelans immigrants. This forced migration
changed the dynamic in South America, generating new workers with different backgrounds and skills.
It can be argued that context has a strong influence on the situation’s description; in this way, Covid-
19 is a perfect example of profound changes in the context.
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The world has changed its usual dynamics due to Covid-19’s significant impacts. First, by April
14th, 2022, the death of 6.2 million people had been reported. Likewise, people and companies
have suffered the adverse effects of Covid-19, causing damage to the health system (Rojas Roman
etal., 2020; Zhang et al., 2021), education (Agu, Stewart, McFarlane-Stewart, & Rae, 2021; Alvarez-
Risco, Del-Aguila-Arcentales, Yanez, Rosen, & Mejia, 2021), firms (Yan et al., 2021), population
(Quispe-Cafari et al., 2021; Yafez, Alvarez-Risco, & Delgado-Zegarra, 2020), and world economy
(McKee & Stuckler, 2020; Wang & Sun, 2021).

Apart from the sanitary crisis, there is also a migratory crisis in South America, with Venezuela
as the country with the highest number of migrations. Specifically, more than 1.5 million people
have migrated from Venezuela to Peru (Rostros Venezolanos, 2021). Migrants face various adver-
sities when trying to find a job to survive, because many times, they cannot find a job with their
occupation. Entrepreneurship emerges as an alternative for people with little chance of finding a
job in a company (Rey-Marti, Ribeiro-Soriano, & Sanchez-Garcia, 2016). There are requirements for
entrepreneurship developing in a country, including th.e attitude of the migrants, perception of
support by the country, and entrepreneurial self-efficacy

Venezuelan forced migration has been a challenge for Peru. The high volume and speed with
which these migratory waves arrived generated inevitable rejection of the population as they per-
ceive more threats than opportunities; however, the reality is that migration offers great potential
that could boost Peru’s economic development. One of the keys lies in promoting migrant entrepre-
neurship, so several non-governmental organizations (NGOs) are directing their efforts towards this
objective. Due to the significant exodus from Venezuela, Peru received more than 1.5 million mi-
grants searching for a better quality of life and economic and social development opportunities,
which they have not achieved in Venezuela due to the current humanitarian crisis. Many migrants
arrive in Peru in conditions that place them in a vulnerable position, being exposed to different dan-
gers; most migrants from Venezuela face such circumstances. At the same time, in 2020, the forced
migration of Venezuelans to Peru generated approximately 35 million dollars (USD 35 million). This
contribution came from consumption, that is, the collection of VAT and Income Tax (IR). This contri-
bution was made by formal workers (Ven Informado, 2021). In this way, Venezuelans’ role in the
economy is also explained by their efforts as entrepreneurs.

The authors were able to recognize in the literature that some variables have been able to explain
the intention of entrepreneurship; however, the literature does not present a quantitative correla-
tional study that proposes an explanatory model for the entrepreneurial intention of Venezuelan mi-
grants in the countries where more people have gone, such as Peru. Likewise, the partial least squares
structural equation modelling (PLS-SEM) is used to evaluate the significance of the model variables and
verify the value as a mediator of self-efficacy.

The PLS-SEM is used if the objective is predicting key target constructs or identifying key ‘driver’
constructs (Streukens & Leroi-Werelds, 2016), the structural model is complex (some constructs and
some indicators), or in the case of samples that do not have a normal distribution and require a non-
parametric analysis as our study (Shi, Yao, & Wu, 2019). Moreover, the PLS-SEM allows for testing the
relationship and significance of the model and the role of variables mediators in the model and can
handle many independent variables simultaneously (Wardana et al., 2020).

The next section will detail the literature review and, after that, the hypotheses. Furthermore,
we will explain the methodology, outcomes, and discussion. Lastly, we will present conclusions. It is
essential to point out that promoting entrepreneurship among migrants is an excellent strategy for
generating new jobs, allowing their individual and collective development, and positively contrib-
uting to the receiving country’s economy.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

Maj and Kubiciel-Lodzihska (2020) described the entrepreneurial trends of migrants that are workers
in the care sector in Poland. For this purpose, 42 migrants were assessed by snowball sampling. Some
of the people who answered also commented that they wanted to start their own business soon. There
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is also a study in which the formation of entrepreneurial identity was evaluated through qualitative
analysis of two types of migrant entrepreneurs: Polish migrants in the USA and Vietnamese migrants
in Poland. The study established that the cultural context plays a role in migrants’ entrepreneurship
development (Glinka & Brzozowska, 2015). Lee and Eesley (2018) found the importance of immigration
in breaking the persistence of entrepreneurship among certain social groups in the United States.
Moreover, it is relevant how countries can incorporate people who were already entrepreneurs in their
countries of origin and who have the persistence to develop entrepreneurship. Brzozowski (2017) an-
alysed migrant entrepreneurship in host countries. Three results of migrant economic adaptation
through entrepreneurship were found: segmented assimilation, transnationalism, and provisional
business project strategy. Yeasmin, Koivurova, and Kemppainen-Koivisto (2021) examined whether So-
cial Entrepreneurship could be a way to facilitate the integration of immigrants into the Finnish labour
market soon. Factors that can be considered for immigrants to realize their entrepreneurship under
the mentorship of a social enterprise in the northern part of Finland were analysed. The literature on
entrepreneurship among migrants is limited, but it is possible to recognize some critical articles. In
cases when people flee their countries due to extreme poverty, war, or violation of human rights, the
social capital that can serve as an input for the development of enterprises can be recognized in the
receiving countries (Bizri, 2017). It has been reported that business incubators for forced migrants play
a vital role in labour incorporation, contributing to the development of these displaced people and the
receiving country’s economy (Meister & Mauer, 2019). These studies allow us to contribute to policy-
makers and organizations that support forced migrants (Harima, 2022).

Variables:
Entrepreneurial Intention (GEI)

The entrepreneurial intention is a person’s situation that generates interest to develop a specific act
(Bird, 1988; Krueger, Reilly, & Carsrud, 2000; Lumpkin & Dess, 1996). The intention for the behaviour
has motivating factors over the behaviour, as the theory of planned behaviour explains (TPB) (Fishbein
& Ajzen, 1975). It is considered that the intention is the previous level of concrete behaviour. The
evidence shows that entrepreneurial intention directly affects the realization of entrepreneurship
(Krueger et al., 2000; Lumpkin & Dess, 1996).

This study considered the intention to develop entrepreneurship by Venezuelan migrants in
Peru. According to the literature, different factors were identified to explain entrepreneurial inten-
tion. The need to get money to survive impacts entrepreneurial intention that ultimately becomes
observable behaviour in the future. For this reason, the entrepreneurial intention must be the de-
pendent variable of this study.

The current research was based on the theory of planned TPB (Fishbein & Ajzen, 1975) to calculate
the effect of contextual variables and entrepreneurial self-efficacy. The TPB allows describing the
wishes of the people to do something. It is significant to mention that TPB includes the intention as a
previous step for behaviour. This research showed that if migrants perceived governmental support
for entrepreneurship, it affected the ESE and increases the intention to develop entrepreneurship.
Moreover, the research was based on the theory of social cognition (Bandura, 1986), which empha-
sizes that people’s behaviour is within the individual’s control. These aspects are shown in the attitude
and perception of the legislation that facilitates entrepreneurship.

Attitude (ATT)

The degree to which a person has a positive evaluation of a specific behaviour (Ajzen, 1991) is known
as attitude. There is evidence of a link between attitude and behaviour intention (Armitage, 2003;
Chatzisarantis, Hagger, Biddle, & Smith, 2005; Krueger & Carsrud, 1993; Tonglet, Phillips, & Read,
2004). This study analysed attitudes related to self-efficacy about entrepreneurship. It was evaluated
by measuring whether the person had a positive attitude towards entrepreneurial activity, whether
being an entrepreneur generated satisfaction, whether being a successful person was a consequence
of the activities as an entrepreneur, whether becoming an entrepreneur contributed to being their
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only boss, and whether they were determined to create a new. In other words, it evaluated the atti-
tude in favour of developing entrepreneurship.

H1: ATT has a direct and significant influence on ESE.

Perception of Country Support (PCS)

Itis the country’s initiative to support the beginning of entrepreneurship (Fichter & Tiemann, 2018). Each
country has different levels of support for entrepreneurship (Munir, Jianfeng, & Ramzan, 2019). Jafari-
Sadeghi, Nkongolo-Bakenda, Dana, Anderson, and Biancone (2020), Salisu (2020), and Pulka, Ramli, and
Mohamad (2021) showed that the entrepreneurial intentions of the countries had a positive and signifi-
cant impact on effective entrepreneurship creation. The perception of the country’s support for entre-
preneurship had already been described (Alvarez-Risco, Mlodzianowska, Zamora-Ramos, & Del-Aguila-
Arcentales, 2021; Peterson, 2020). The following study evaluated the perception of the support that the
country regulation provided for migrant entrepreneurship. Regulation would enable people to carry out
entrepreneurship plans. Furthermore, it was evaluated if migrants thought that the country’s economy
offered options for entrepreneurship such as obtaining loans for starting entrepreneurship.

H2: PCS has a direct and significant influence on ESE.

Entrepreneurial Self-efficacy (ESE)

A person’s thinking about performing a particular activity can include the daily agenda’s behaviour
(Bandura, 1992; Chen & He, 2011; Karlsson & Moberg, 2013; Schmutzler, Andonova, & Diaz-Serrano,
2018). The ESE is a person’s confidence to develop entrepreneurship and create new businesses (Dai,
Wang, & Teo, 2011; Ma, Zhang, Butler, Guo, & Bozward, 2021; Poblete & Mandakovic, 2021; Zhang &
Chun, 2018). Previous studies provide evidence that ESE has a direct impact on the intention of entre-
preneurship (Al-Ghazali & Afsar, 2021; Duan, Kotey, & Sandhu, 2021; Wennberg, Pathak, & Autio, 2013),
which represents that people with a high level of self-efficacy are more likely to create entrepreneurship.

H3: ESE has a direct and significant influence on EI.

The relation of the variables is shown in Figure 1.

r

Attitude Entrepreneurs Intention of
hip self- entrepreneurs
efficacy hip

Country
support

Figure 1. Model to be tested
Source: own elaboration.
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RESEARCH METHODOLOGY

Sample and Data Collection

We used an online questionnaire to collect data from Venezuelan migrants living in Peru. We used
non-probabilistic sampling. We used Google Forms for an online questionnaire from 25 November to
16 December 2021, obtaining data from 305 Venezuelan migrants. The survey distribution among mi-
grants was done using Facebook and instant messaging on WhatsApp. The questionnaire was an-
swered by 166 men (54.42%) and 139 women (45.58%) aged 18-58 (mean: 22.03; SD: 4.11 years). For
ethical aims, the participants accepted after reading sentences describing that participation in current
research is voluntary, confidential, and only used for research projects. It is not necessary approval
because it does not include any risks for respondents.

Measures

The five items for attitude (ATT) were adapted from A. Alvarez-Risco, Estrada-Merino, Rosen, Vargas-
Herrera, and Del-Aguila-Arcentales (2021). The a was 0.931. The four items measuring perception
country support (PCS) were adopted from (Alvarez-Risco, Mlodzianowska, Zamora-Ramos, & Del-
Aguila, 2021). The a was 0.816. The five items for entrepreneurial self-efficacy (ESE) were adopted
from A. Alvarez-Risco, Mlodzianowska, Garcia-lbarra, Rosen, and Del-Aguila-Arcentales (2021). The
a was 0.861. The seven items for entrepreneurial intention (El) were adopted from Moriano (2005)
and Alvarez-Risco et al. (2021). The a was 0.933. We used a five-point Likert scale from “strongly
disagree” (1) to “strongly agree” (5).

Data Analysis

For the data analysis, we used the SmartPLS software 3.3.3. The partial least squares structural equa-
tion modelling (PLS-SEM) allows the structural models’ evaluation. Internal consistency of each sub-
scale was calculated, construct validity, discriminant validity (Fornell & Larcker, 1981), and internal
consistency (Ringle, Wende, & Becker, 2015). A good fit needed the value of the average variance
extracted (AVE) to be more than 0.5.

Reliability

It could be seen that Cronbach’s alpha was more significant than 0.5 in an exploratory analysis (Ringle
et al., 2015). See Table 1.

Table 1. Evaluation of internal consistency

Variables Items Cronbach Alpha Range of item values
ATT 5 0.931 0.859-0.905
PCS 4 0.816 0.588-0.897
ESE 5 0.933 0.677-0.869
El 7 0.861 0.810-0.870

Source: own study.

Validation and Compound Reliability

The VIF values were less than 5. The PLS-SEM was used following the analysis of Lopez-Odar, Alvarez-
Risco, Vara-Horna, Chafloque-Cespedes, and Sekar (2020). The composite reliability coefficients oscil-
lated between 0.882 and 0.947 (see Table 2).

Discriminant Validity

Discriminant validity proves that constructs that should have no relationship do not; each construct is
different from the other. The data complies with the Fornell-Larcker criterion which the top value in each
column was more than the rest of the values in the same column (Lopez-Odar et al., 2020). See Table 3.
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Table 2. Construct validity evaluation

Variables — Items Fact'orlal VIF Corript?sjlte AVE
weight reliability
Attitude
ATT1. | have a positive attitude towards being an entrepreneur 0.859 |(2.896
ATT2. Being an entrepreneur would entail great satisfaction for me 0.905 (2.973
ATT3. Being an entrepreneur will make me a successful person 0.892 (3.544| 0.947 |0.783
ATT4. Being an entrepreneur will allow me to be my own boss 0.889 (3.581
ATTS5. | am determined to create a firm in the future 0.878 |3.010
Perception of country support
CSE1. My parents are positively oriented towards my future career as an entrepr{ 0.884 |3.591
CSE2. My friends value entrepreneurial activity above other activities and car| 0.897 |3.099 0882 |0.657
CSE3. The culture in my country is highly favourable towards entrepreneurial acti 0.836 |1.853
CSE4. In my country, entrepreneurial activity is worthwhile, despite the risks | 0.588 [1.189
Entrepreneurship self-efficacy
ESE1. | will be able to achieve all the entrepreneurial goals that | have set for mys{ 0.839 (2.225
ESE2. | will be able to deal with any unexpected events that | am confrontedy 0.825 |(3.002
ESE3. | am confident to engage in new ventures and ideas. 0.793 |(2.773
FSE4. I .re.maln calm when faced with difficulties because | can rely on my ¢ 0.869 |2.508 0.900 |0.646
ing abilities.
ESES. | am confident that when confronted with problems | can usually fing
eral solutions. i ! 0.677 11.355
Entrepreneurial intention
El1. My professional goal is to become an entrepreneur 0.818 (2.414
EI2. | prefer to be an entrepreneur rather than be employed in a company 0.836 |(2.576
EI3. | am interested in starting and running my own business 0.867 |(3.086 0.946 10714
El4. | am making efforts to start my own firm 0.810 (2.401
EI5. | have the desire and ambition to succeed in business 0.870 [3.172
El6. | want to open my own business to fulfil my family needs 0.846 |(2.890
El7. | want to start my own business to reach a higher social status 0.865 (3.111
Source: own study.
Table 3. Discriminant validity
Scales ATT PCS ESE El
ATT 0.885 - - -
PCS 0.570 0.811 - -
ESE 0.707 0.546 0.845 -
El 0.607 0.541 0.823 0.804

Source: own study.

RESULTS AND DISCUSSION

The presented results are made up of bootstrapping that shows the significance of the relationship of
the model’s variables. Likewise, the R Square was used to judge the model’s goodness of fit. Finally,
the specific indirect effects show the model’s variables that act as mediators.

Bootstrapping

It is demonstrated that the relationship between the variables is significant. For the current study, it
was bootstrapped 5000 resamples that allowed to demonstrate the significance of path coefficients
(see Table 4). The findings show that for each relation of scales, a p-value was less than 0.01.

Table 5 shows R Square and R Square Adjusted to judge the goodness-of-fit of the model tested.
The results showed that the model had very good goodness of fit.
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Table 4. Path coefficients

Scales Original sample Sample mean Standard deviation t-Statistic P
ATT - ESE 0.591 0.590 0.056 10.552 0.000
PCS > ESE 0.204 0.205 0.059 3.456 0.001
ESE > El 0.823 0.824 0.029 28.773 0.000
p-value <0.01.

Source: own study.

Table 5. R Square

Scales R Square R Square Adjusted
El 0.677 0.676
ESE 0.528 0.525

Source: own study.

Table 6 shows the specific indirect effects in the overall model. The ESE acted as a mediator
between PCS and ATT with El. These outcomes demonstrate increased ESE due to high PCS and ATT
increased El. In other words, it is essential to increase the ESE to make influence entrepreneurial
intention for future actions.

Table 6. Specific indirect effects

Scales Original sample Sample mean Standard deviation t-Statistic P
PCS - ESE = EI 0.168 0.170 0.049 3.406 0.001
ATT = ESE 2 El 0.486 0.486 0.051 9.494 0.000

Source: own study.

Through ESE, we confirmed that ATT and PCS had a direct and significant influence on El in Ven-
ezuelan migrants in Peru (see Figure 2).

The findings showed that the relationship between variables was positive and significant. The hy-
potheses described above were confirmed (Table 7).

Table 7. Hypothesis confirmation

Scales Outcome Evaluation
H1: ATT has a direct and significant influence on ESE ATT - ESE (0.591) (p<0.001) Confirmed
H2: PCS has a direct and significant influence on ESE PCS - ESE (0.204) (p<0.001) Confirmed
H3: ESE has a direct and significant influence on El ESE = EI (0.823) (p<0.001) Confirmed
Source: own study.
Discussion

We evaluated the ATT and PCS through ESE over El in Venezuelan migrants in Peru. It verified the
discriminant validity and reliability to trust in the outcomes of the questionnaire used.

The influence of ATT on ESE agrees with the outcomes of the study by Tyszka, Cieslik, Domurat,
and Macko (2011), who evaluated 117 entrepreneurs from Poland, Karlsson, the study by Moberg
(2013) who evaluated 26 participants in Denmark, and the study by Mawson and Kasem (2019), who
deep-interviewed nine Syrian refugees in the UK. The ATT was discussed both in previous studies
and this study, because it is a variable that can be influenced by activities in the receptor country
and then can influence self-efficacy. It is priceless to know if migrants have positive regulations that
allow the implementation of entrepreneurship for the government to know the factors that influ-
ence entrepreneurial intention. According to the national regulation, the policymakers need raw
data to create specific programs to promote entrepreneurship. The plans of the government to pro-
mote entrepreneurship need a different approach depending on the region. There are different pro-
grams to coach migrants in developing entrepreneurship in different regions.
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Figure 2. Model tested
Source: own elaboration.
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Globally, there are different programs aimed at generating entrepreneurship among migrants.
Knowing about PCS allows the creation of specific programs to promote more entrepreneurship in
migrants. Thus, there is the Immigrant Entrepreneur Program proposed by Diverse City (2021) in Can-
ada, the e-Learning Course on Entrepreneurship for Migrants and Refugees by UNCTAD (2020), the
Global Trade Activator Immigrant Program by World Trade Center Denver (2020), or Immigrant Busi-
ness Services by the City of New York (2022). Moreover, it is also relevant to confirm that migrants can
participate in initiatives of entrepreneurship that governments develop. Preliminary outcomes of en-
trepreneurship efforts can spread to migrants who can be new candidates to participate in the gov-
ernmental program. Furthermore, sharing successful entrepreneurship experiences is a good strategy
of the above programs through which governments can guide new entrepreneurs.

The effect of ATT on ESE was in line with the study developed by Wardana et al. (2020) with 390
participants in Indonesia, Jain and Ali (2013) with 134 participants in India, Bachmann, Maran,
Furtner, Brem, and Welte (2021) with 98 participants in Liechtenstein, Aydogmus (2021) with 520
participants in Turkey, Yousaf, Ali, Ahmed, Usman, and Sameer (2021) with 380 participants in Pa-
kistan. Also, the effect of PCS on ESE is like the study of Maritz and Brown (2013) with 50 partici-
pants in Australia, Elnadi and Gheith (2021) with 259 respondents in Egypt, Cavich, and Chinta
(2021) with 1246 participants in the United States. Finally, the influence of ESE on El was also de-
scribed by Mei et al. (2017) with 280 participants, Liu, Lin, Zhao, and Zhao (2019) with 327 partici-
pants in China. The model tested can be used to evaluate ATT in migrants in other regions. In this
way, when it is known what migrants think about the support of the receiving country, programs
can be developed that successfully promote entrepreneurship for migrants.

CONCLUSIONS

An essential contribution of the present study was to show that the analysed factors influence the
intention to engage in entrepreneurship in migrants. The scientific literature recognizes that there
are limited studies of entrepreneurship factors in migrants. The analysis technique was a strong
point of the article since the effects were evaluated in the multivariate model presented using struc-
tural equation partial least squares modeling (SEM PLS). The model’s independent variables had an
essential effect on the self-efficacy to undertake entrepreneurship, which was the previous step for
developing entrepreneurship in migrants.

Theoretical Implications

Research related to migrant entrepreneurial intention is limited in academic literature. Specifically,
there are few multivariate correlational studies on migrants to assess the variables of interest; the
current study is the first to assess entrepreneurship in Venezuelan migrants in Peru using the PLS-SEM
technique. In each country and region, the result may be different as there are different agendas for
supporting entrepreneurship development among migrants. Concerning other studies, the research
incorporated a model that included migrant perception of the support received from the government
based on its regulation and initiatives aimed at migrants. Using PLS-SEM modeling, we obtained out-
comes that can verify the relationship among the variables that measure the perception of government
support for developing entrepreneurship in migrants. Supported by the TPB, the dependent variable
was the El. The model had the great advantage of allowing the measurement of the potential for en-
trepreneurship in migrants. A significant percentage of migrants are professionals working in their
country and may be more likely to implement entrepreneurship to generate income for themselves
and their families. The objective of measuring the El in migrants was to confirm that this variable re-
mained constant even compared to previous studies about migrants in other regions. At the same
time, the research followed the social cognition theory with which we were able to demonstrate the
critical role of ESE as an essential predictor of El. The importance of this model lies in the fact that it is
possible to show which aspect should be considered solidly so that future research can incorporate
other factors that may be useful. In the case of PLS-SEM, we measured both the correlation among
variables and the pathway to explain entrepreneurship in Venezuelan migrants in Peru. It would be
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helpful to test the model in other countries that have many migrants, for example, Ecuador or Colom-
bia. Moreover, it is necessary to test other variables that can affect entrepreneurial intention.

Practical Implications

The present research results are a input for government to recognize the elements that have the most
significant impact on migrants, including startups and think tank initiatives that can transmit their expe-
rience to migrants who have developed entrepreneurship activities in their countries. From the evalua-
tion of this research model, it is possible to modify the offerings of government that seek, ideally, to
provide different development options to migrants interested in developing entrepreneurship. The sup-
port that public and private organizations can supply to migrants in developing entrepreneurship is a
crucial element for the propaganda towards the new migrants who arrive in the country and can recog-
nize the organizations that support entrepreneurship as their guide through its professors and specific
programs. Likewise, priorities have been recognized to promote the entrepreneurship of Venezuelan mi-
grants in Peru (Ven Informado, 2021) such as a) Developing government policies for the economic inte-
gration of migrants in the country, b) Strengthening the integration between migrants and the host com-
munity, highlighting the positive aspects of the arrival of skilled labour, c) Strengthen the work between
organizations to avoid duplication in the care of migrants d) Expand the scope and effectiveness of the
care provided, e) Follow up on companies migrants to verify the effectiveness, impact on entrepreneurs,
levels of growth, maintenance and desertion that are recorded after two years.

Limitations and Future Scope

The future development of entrepreneurship among migrants should be explicitly evaluated to know
the factors that affect the entrepreneurs and recognize the changes that the organizations should em-
phasize among migrants to develop entrepreneurship. This study was conducted only among Vene-
zuelan migrants in Peru. As the instrument of an online survey is not representative, it is necessary to
evaluate in the future a representative sample to confirm the current findings. Therefore, the conclu-
sions should apply only to this specific group of participants. It would be valuable to test the present
model in another group of migrants to check if the relationship among the variables changes. Addi-
tionally, this study should be replicated in other countries to help discern the most influential variables.
Therefore, it would be possible to generate a comparison of the influences of the variables.
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in SMEs’ pandemic survival strategies

Beata Stepien, Justyna Swiatowiec-Szczepariska

ABSTRACT
Objective: The article aims to find out what proactive or reactive actions of small and medium-sized enter-
prises (SMEs) helped them survive during the Covid-19 pandemic. This study focuses specifically on how the
use of public aid and the restrictions’ circumvention impacted the outcomes of SMEs adjustment strategies.
Research Design & Methods: Adjustment strategies of small and medium enterprises representing restau-
rant, spa & beauty, fitness, and hotel industries were investigated. The interviews with business owners
were analyzed using fuzzy set qualitative comparative analysis (fsQCA) to present non-linear interdepend-
encies between the applied measures and their outcomes.
Findings: Successful adjustment strategies were contained in a spectrum of proactive actions combined with
the circumvention of restrictions and the use of public aid. Strategies on the verge of survival were character-
ized by reactive measures accompanied by the use of public aid.
Implications & Recommendations: Proactivity significantly boosts the probability of successful survival, but it
can take both legal forms and those that by design circumvent the law.
Contribution & Value Added: This paper contributes to understanding the impact of public aid on adjustment
strategies of small and medium-sized enterprises in the B2C sector and deepening the knowledge on the
grounds of SMEs (non)compliance with restrictions. Proactive strategies can include an element of law circum-
vention with the simultaneous use of public aid measures.
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INTRODUCTION

In addition to tragic human consequences, the Covid-19 pandemic contributed to a drastic eco-
nomic slowdown and subsequent significant changes in the functioning of many industries (Ding et
al., 2021; Song et al., 2021; Mutinda Kitukutha et al., 2021). Some industries, due to being in con-
stant and close contact with consumers, experienced a prolonged blockade and significant reduc-
tion in their activities (Im et al., 2021; Song et al., 2021; Zak & Garncarz, 2021). Despite the state
and supranational introduction of many forms of help a large number of enterprises — especially
small and medium-sized ones — found themselves on the verge of bankruptcy. For many of these
enterprises, external aid was either unavailable or insufficient to survive the lockdown period with-
out undertaking additional actions to survive (Kryeziu et al., 2022; Zadeh, 2022). In order to survive,
some enterprises, in addition to legal adjustment measures of proactive (e.g. launching sales of
products related to the business, online communication with consumers, etc.) or reactive nature
(layoffs, sale of assets, etc.), also decided to circumvent the lockdown restrictions. The research
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gap analyzed in this article was the response of small and medium-sized enterprises to the pan-
demic crisis and the mandate to reduce operations for biological reasons. The combinations of the
adjustment actions used by SMEs remain unrecognized, both those permitted by law and those
prohibited by it. We also focused on the role of public aid as an instrument that was intended to
help enterprises survive the pandemic period and discourage the circumvention of restrictions

The aim of this article is to examine what types of adjustment activities in combination with the
use of public aid helped small and medium-sized enterprises in the fitness, wellness & spa, hotel, and
restaurant industries to adapt to the new rules of game enforced by the Covid-19 pandemic. The focus
is on the role of two factors, namely public aid and restriction circumvention in the survival and ad-
justment strategies of SMEs in the B2C sector. The choice of these two elements was deliberate. Firstly,
they are hardly analyzed in the entrepreneurship or SME literature through the prism of their impact
on survival strategies. Secondly, public aid, although aimed at mitigating the effects of restrictions, has
a number of serious side effects distorting the market (Friederiszick et al., 2007; Garcia & Neven, 2005;
Motta & Peitz, 2020). Taking it into consideration, it would be interesting to explore if there is any
relation between circumventing restrictions and using aid instruments, and how these two types of
actions contributed to the survival of firms during the Covid-19 pandemic.

The object of interest is small and medium-sized enterprises providing services to consumers in
the fitness, beauty and spa, restaurant, and hotel industries. The selection of these enterprises for
the study was also purposeful. Small and medium-sized enterprises are considered foundations of
any economy in terms of their number but at the same time labelled with the liability of smallness
(Eggers, 2020; Freeman et al., 1983) with their crisis vulnerability stemming from their limited fi-
nancial potential and access to external aid. Enterprises chosen for the study froze or significantly
reduced their activities for the longest period compared to other market participants. The research
was conducted in Poland: a country representing a group of catching-up economies, in which a
socialist legacy distorted the way the law is perceived and obeyed.

The theoretical basis here was the institutional theory. In a situation of sudden change (such as
the Covid-19 pandemic), new formal institutions are created to regulate the suddenly shaken social
and economic order (Dragoi, 2020; Kinnunen et al., 2021; Kope¢, 2021; Zochowski, 2021; Demen-
tiev, 2021; Androniceanu, 2021; Streimikiene, 2022). However, both the content and consequences
of these rules are difficult to predict.

The remainder of the article consists of the following sections. It will begin with presenting the
nature of restrictions and public aid from the institutional perspective in order to show how these
institutions impact enterprises and consumers’ behaviour. We will also present empirical findings on
the survival strategies of small and medium-sized firms during the crisis caused by the Covid-19 pan-
demic that show which actions (proactive/reactive) proved to be effective. The method section de-
scribes the surveyed enterprises and the way the data were gathered, coded, calibrated, and analyzed
with fuzzy set Qualitative Comparative Analysis. The results and discussion sections will present and
elaborate on a set of effective and failure adjustment strategies and analyze in detail the ‘winning and
losing’ configurations. The double-edged effect of public aid on SME enterprises’ survival success was
also discussed. Conclusions will contain both theoretical and practical implications of demonstrated
research and list the study limitations and further research directions.

LITERATURE REVIEW

The Covid-19 Pandemic and the SMEs Survival Strategies in a Catching-up Economy

The impact of the Covid-19 pandemic on business varied. While IT, pharmaceutical, or equipment/sup-
plies-producing enterprises appear to have been the beneficiaries of the disaster, firms providing ser-
vices in the B2C sector experienced severe lockdown-related constraints and were forced to operate
in entirely new and much more difficult settings (e.g. Abay et. al., 2020; Baldwin & Mauro, 2020; Sokol
& Pataccini, 2020; Zizek, 2020).

The most vulnerable to the crisis are small and medium-sized enterprises (Bartik et al., 2020; Bres-
san et al., 2021; Gittins et al., 2021; Herbane, 2010; Leiva-Leon et al., 2020; Marjanski & Sutkowski,
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2021; Zak & Garncarz, 2020; Teja Kusuma, 2022). Due to their liability of smallness (Eggers, 2020; Free-
man et al., 1983) in terms of financial and human capital at their disposal, sudden and prolonged freez-
ing of their activities puts them in danger of bankruptcy (tasak, 2021). On the other hand, their small
size and frequent retention of ownership and management in one hand allow for flexible and dynamic
turns in operations, including those that may circumvent the law.

Literature focused on SMEs strategies during the crisis on the actions of small and medium-sized
enterprises says little about the role the circumvention of state-imposed restrictions or public support
measures played in survival (Zadeh, 2022). However, many studies show that during the crisis, these
actors tend to employ mixed adaptation strategies involving a combination of i) activity/scope-reducing
measures (retrenchment), ii) those sustaining status quo (persevering) and iii) proactive actions, includ-
ing innovative ones that permanently change their business models and iv) exit strategies (see e.g. Gittins
etal., 2021; Kraus et al., 2020; Wenzel et al., 2020; Dankiewicz et al., 2020). Analyzing 68 papers reporting
SMEs behaviour during different types of crises, Eggers (2020) points out that successful survival strate-
gies in the majority of cases are those of proactive nature, with a strong focus on the market and entre-
preneurial orientation. This is aligned with the current strategies of competitiveness development using
different forms of entrepreneurial capital and managerial systems (Lewandowska, 2021; Mishchuk et al.,
2022; Pisar & Mazo, 2020). Such conclusions were also drawn by researchers analyzing survival alignment
strategies of enterprises during the Covid-19 pandemic (e.g. Dyduch et al., 2021; Gittins et al., 2021;
Androniceanu & Marton, 2021; Kraus et al., 2020; Marjanski & Sutkowski, 2021; Wenzel et al., 2020; Zak
& Garncarz, 2020). With this in mind, we formulated the following propositions:

Proposition 1: Proactive actions prevail in the successful alignment of B2C SMEs’ strategies during
the Covid-19 pandemic.

The Impact of Restrictions and Public aid on SMEs Performance:
The Institutional Theory Perspective

In a crisis, such as the Covid-19 pandemic, international groups, organizations, and states reveal
their major role in fighting disaster proliferation. The main instruments of the fight against the
pandemic involved restricting freedom and social contact. As a result, economies got frozen which
activated all sorts of aid instruments to assist businesses affected by the restrictions and help them
to survive the ‘freeze’ period. However, the pace, scope of restrictions, and launched aid instru-
ments have been different depending on 1) ideologies and political doctrines allowing a different
scope of state influence on the economy and regulation of civil rights; 2) wealth of states; 3) regu-
latory efficiency of states (Dragoi, 2020; Kinnunen et al., 2021; Motta & Peitz, 2020).

The institutional theory treats restrictions (both social and economic) as formal, albeit often
short-term, interventional rules of the game. The effectiveness of restrictions is influenced by: 1)
the content of the regulation itself describing the scope and conditions under which it applies; 2)
the efficiency of the law enforcement system in a given country; 3) the extent of public approval of
the restriction (Louka, 2006; Weber & Stepien, 2020).

States imposing restrictions have legal but limited influence on the behaviour of citizens and
enterprises. While restrictions prohibit certain behaviours and activities within a given area, they
do not regulate every aspect of social and economic activities and these outside the scope of re-
strictions may deform their purpose. If the content of restrictions leaves room for interpretation,
some enterprises may take advantage of these loopholes, especially when the benefits of avoiding
regulations outweigh the costs of violating them. This cost and loss calculus in turn depends, inter
alia, on the extent to which the survival of the company is threatened by compliance with re-
strictions (Weber & Stepien, 2020). In the case of a biological crisis, such as the Covid-19 pandemic,
regulations (both restrictions and public aid instruments) were introduced in a hurry, which under-
mined their cohesiveness, leaving room for interpretation and circumvention.

Those covered by restrictions (enterprises, citizens) bear their costs, level of which can be estimated
in two ways. The first one are present and future costs of the consequences regarding compliance. The
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second is the severity of the costs incurred as a result of restrictions’ avoidance (Bapat & Morgan,
2009). The propensity of economic actors to comply with restrictions is also socially determined
and reflected in the quality of the system of informal and normative institutions in a given place.
The greater the social disapproval of restrictions, the larger the tendency of enterprises to circum-
vent or violate restrictions, as their customers do not mind this practice. The greater the gap be-
tween the layer of formal regulations (here: restrictions) and their social acceptance, the lower
their effectiveness due to the lack of societal conformance.

In Poland, a somewhat contesting approach to Covid-19 restrictions has also its socialist legacy.
During a socialist period, the gap between what was publicly proclaimed and socially approved was
enormous and circumventing the formal rules served as common survival strategy for both busi-
nesses and citizens (Gruszewska, 2012; Kolodko, 2001; Stepienl, 2011; Tominc & Rebernik, 2007).
Considering the vulnerability of SMEs against the crisis, prompt (and therefore prone to inconsist-
encies) imposition of restrictions combined with the informal institutional embeddedness of legal
rules contestation in post-socialist economy such as Poland, the following is assumed:

Proposition 2: Circumventing restrictions is a common adjustment measure for small and medium-sized
enterprises during the Covid-19 pandemic in a country with socialist cultural legacy such as Poland.

In addition to bankruptcy prevention, aid instruments aimed also to induce enterprises to com-
ply with them. The condition for receiving some forms of aid in the case of Covid-19 was that en-
terprises refrain from reducing employment, maintain the scope of operations, etc. (Bolesta &
Sobik, 2020; Svabova et al. 2021). The receipt of aid should have discouraged enterprises from do-
ing so under the threat of reimbursement. In this article the following assumptions, being the logi-
cal consequence of the considerations presented above, will be analyzed:

Proposition 3: Using public support serves as a prerequisite and a necessary condition for a success-
ful adaptation strategy.

Proposition 4: The greater the extent of public support, the lower the level of reactive measures in
survival strategies of B2C SMEs during the Covid-19 pandemic.

Proposition 5: The greater the scope of public assistance, the lower the level of circumvention of
restrictions in survival strategies of B2C SMEs during the Covid-19 pandemic.

RESEARCH METHODOLOGY

Sample and Collected Data Nature

Given the explorative nature of the research objective, qualitative research was conducted in the form
of 20 in-depth interviews with owners of consumer service enterprises. The subjects were small and
medium-sized enterprises from: 1) fitness (five enterprises: three small ones, two medium-sized ones);
2) beauty and spa (four small ones, one medium-sized one); 3) restaurant (three small ones, two me-
dium-sized ones) and 4) hotel industry (three medium-sized ones, two small ones). All enterprises had
a fairly strong competitive position before the pandemic outbreak.

The choice of industries surveyed was deliberate. For all of them, the pandemic proved particularly
severe due to prolonged restrictions to operate. The worst situation was recorded by the fitness in-
dustry, which — with the arrival of successive waves of the pandemic — was closed first and opened
last. The three other industries were those which operations were frozen literally days after the closure
of the fitness clubs. The first table presents the characteristics of the sample.

The interviews were conducted in May—July, 2021 period, hence, the adjustment strategies of
investigated enterprises were no longer some chaotic moves typical to the initial stages of a disas-
ter. This time also allowed business owners to gain a fairly objective assessment of the actions they
had taken to save their businesses and survive the crisis.
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Table 2. Variables in the study

No Variables Description
‘| (Conditions/results) P

- launching new, mostly online forms of communication with customers about services
(e.g. online fitness classes; beauty tips, renovation information, or cooking tips.),

- opening online shops,

1. |Proactive actions - legally permitted start-up of hitherto offered off-premises services (e.g. catering
with delivery, outdoor exercise),

- launching a new activity (selling products, providing services not covered by the re-
strictions).

- redundancies,

- resignation/suspension of cooperation with natural persons employed in forms
other than an employment contract,

- the sale of certain assets,

- taking out unfavourable loans due to the need to survive,

- giving up part of the business to other parties,

- leasebacks, etc.

- the size and nature of the aid applied for,

- the size and nature of the aid received by the undertakings surveyed,

- the amount and nature of the aid which the firms under scrutiny are obliged to re-
imburse within the time limit set by the aid measure concerned.

Passive/reactive
actions

3. |External aid

Avoidance . . . .
4, . the degree and scope of efforts to circumvent or violate state-imposed restrictions.
of restrictions

- the financial situation of enterprises before the pandemic — February 2020 com-
pared to the financial situation at the time of the survey — May—July 2021,
- changes in the company’s competitive potential and position at the time of the
survey as compared to its competitors,
- assessing the impact of the measures applied, inter alia, on:
o the numerical and competence status of the current human potential compared
to the pre-pandemic period,
o the degree to which changes in organizational structure, operations, human po-
tential are maintained,
o strategic sustainability and effectiveness of newly launched activities, acquired
competencies, etc.

Strategic alignment
(outcome)

Source: own study.

Additionally, to collecting the necessary metrics (age, company size, industry, location, legal form
of business), the entities in the study were analyzed in terms of: the nature of the adjustment measures
they had applied, the extent to which they had used industry, national, and EU support measures and
the extent to which they had complied with the restrictions imposed on them. The effect of these
measures was also diagnosed in terms of the current strategic position in terms of survival and further
development. The collected data were the basis for the measurement of five variables, including four
explanatory variables (the so-called conditions): proactive actions, passive/reactive actions, the use of
public aid, circumvention of restrictions, and the response variable (so-called outcome), i.e. the stra-
tegic alignment of the company. The type of data collected in order to access each condition and out-
come were selected on the basis of emergency measures used by SMEs during crisis (e.g. Alonso-Al-
meida et al., 2015; Gittins et al., 2021; Herbane, 2010; Kraus et al., 2020; Marjanski & Sutkowski, 2021;
Wenzel et al., 2020). A description of the variables is presented in Table 2.

The Method of Analyzing Qualitative Data

The data were analyzed using qualitative fuzzy set Qualitative Comparative Analysis (fsQCA). This
method uses a configuration approach, fuzzy set theory, and Boolean minimization to determine what
combinations of case characteristics may be necessary or sufficient to produce a result (Ragin, 2018)
and is suitable for small research samples. Analyses using QCA have been successfully conducted in
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many studies in the social sciences (Kwiotkowska, 2014; Mello, 2021), as they allow configurational
analysis of the causal relationships between a group of antecedent conditions and the outcome. In this
study, the fsQCA was used to test the formulated research propositions by assessing the extent to
which four possible firm types of actions (causal conditions) affect the strategic alignment (outcome)
of SMEs from most pandemic-affected industries.

Data Calibration

FsQCA allows the use of continuous or interval scale variables, which must first be calibrated to be
transformed into fuzzy categories or variables. In the analysis presented here, the calibration pro-
cedure was performed using the direct method, in which the threshold values of 0.2; 0.4; 0.6, and
0.8 were adopted. All original data were calibrated using a five-point scale. Their operationalization
is presented in Table 3.

Table 3. Operationalization of variables

Measuring scale

Variables . . Operationalization
after calibration P
. 0-0.19 ranging from non-existent to very slight, of very short duration
Conditions — - - -
) existing but as minor, a form of side-effect, complementary, instru-
(proactive 0.2-0.39 . S
. mental, impermanent, insignificant, etc.
measures, passive — - -
. visible, relevant, important but not central/key, in some cases could
measures, public 0.4-0.59

be developed, expanded
0.6-0.79 used very frequently, widely, very important

aid, circumvention
of restrictions)

0.8-1.0 applied in full, everything possible, crucial, important, has been done
0-0.19 critical situation, total failure, on the verge of bankruptcy
bad situation, clearly worse than before the pandemic, survival possi-
0.2-0.39 ble but recovery will require a long time and a combination of positive

indicators, including rapid growth in demand

F:'zci:tigic align- 0.4-059 situation slightly worse than before the pandemic. but stable, no risk of
ment) bankruptcy, short-term (one year) recovery very likely
0.6-0.79 stable situation, in some areas even better than before the pandemic,
very likely rapid recovery and development
08-10 situation better than before the pandemic, developments already evi-

dent and seem long-lasting

Source: own study.

RESULTS AND DISCUSSION
Table of Truth

The truth table contains all possible combinations of actions introduced by investigated enterprises in
their alignment strategies during the Covid-19 pandemic. A value of 1 indicates a fuzzy set membership
score of 0.5 or higher, and 0 a score below 0.5. In this study, due to the small sample size, the frequency
threshold was set to 1. After removing combinations with zero frequency (‘logical reminders’), the
truth table was sorted according to raw consistency, where the minimum recommended threshold
value is 0.75 (Ragin & Davey, 2016). The Proportional Reduction in Inconsistency (PRI; relevant only for
fuzzy sets) scores below 0.5 indicate significant inconsistency. In this analysis, configurations with raw
consistency values below 0.945 and PRI consistency below 0.5 were assigned a value of zero (Table 4).
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Table 4. FsQCA results: truth table

ExterAid |AvoRestri|PassivAct|ProacAct |StratAdjust|Number|Case No. R?w con- | PRI coher- SYM con-
sistency ence sistency

1 1 0 1 1 3 16,17,18 |0.981 0.909 0.909

1 1 0 0 1 1 7 0.980 0.857 0.857

1 0 0 1 1 1 14 0.981 0.833 0.833

0 1 0 1 1 2 1,5 0.947 0.713 0.878

1 0 1 1 1 2 9,8 0.945 0.681 0.756

0 1 0 0 0 2 3,2 0.917 0.478 0.815

1 0 0 0 0 2 13,15 0.928 0.235 0.286

0 0 0 0 0 1 4 0.891 0.167 0.167

1 0 1 0 0 3 12,10,11 |0.812 0.018 0.02

0 0 1 0 0 1 20 0.841 0 0

Source: own study.

Measures Leading to the Effective Adjustment

The results suggest three effective strategies to survive and grow for B2C SMEs in Covid-19 pandemic
conditions (Table 5):

Strategy 1: high level of public aid, low level of passive actions, and high level of restriction avoid-
ance: this strategy was applied by four enterprises (three medium-sized, one small), with three
medium-sized enterprises additionally using proactive actions. Three of the four enterprises oper-
ated in the fitness industry.

Strategy 2: high level of public aid, low level of restriction avoidance, and high level of proactive
measures: this was the strategy of three enterprises, with two of the three also using reactive
measures; two of them were restaurants and two were medium-sized enterprises.

Strategy 3: low level of passive actions, high level of restriction avoidance, and proactive actions: this
was the strategy of five enterprises: three medium-sized enterprises mentioned in option 1 and two
medium-sized enterprises in the fitness and restaurant industries.

In the analysis presented here, both coherence and coverage were satisfactory, being 0.95 and
0.85 respectively. This means that the three configurations indicated above were sufficient to achieve
strategic fit in 95% of cases and coverage in 85% of cases.

Table 5. FsQCA results: Intermediate solution leading to strategic alignment

Configurations Raw coverage Detailed coverage Coherence
ExterAid*~PassivAct*AvoRestri 0.576 0.074 0.984
ExterAid*~AvoRestri*ProacAct 0.540 0.168 0.952
~PassivAct*AvoRestri*ProacAct 0.605 0.103 0.957
Coverage for the entire solution: 0.847

Source: own study.

Actions Leading to Potential Failure

The fsQCA technique is not symmetric unlike other quantitative estimation techniques (Ragin, 2000).
It is therefore worth investigating which combinations of factors led to a lack of strategic alignment.
The configurations for the negative outcome are shown in Table 6.

With 73% coverage and 84% consistency, three alternative combinations resulted in the lack of
strategic alignment. These were: 1) high levels of public aid together with low levels of restriction by-
pass and low levels of proactive action; 2) low levels of restriction bypass together with high levels of
passive action and low levels of proactive action; 3) high levels of public aid together with low levels of
restriction bypass and passive action. While public aid and either circumvention of restrictions or pro-
active actions were key to achieving high levels of strategic alighment, passive actions were a feature
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of low levels of strategic alignment. Public aid without bypassing restrictions also led to a lack of stra-
tegic alignment in the study sample.

Table 6. FsQCA results: Intermediate solution leading to low strategic alignment

Configurations Raw coverage Unique coverage Coherence
ExterAid*~AvoRestri*~ProacAct 0.669 0.064 0.922
~AvoRestri*PassivAct*~ProacAct 0.659 0.054 0.967
ExterAid*~AvoRestri*PassivAct 0.615 0.010 0.860

Coverage for the entire solution: 0.733
Consistency for the whole solution: 0.846

Notes: *, logical AND; ~, logical negation.
Source: own study.

The concept of equifinality characterizing QCA (Kwiotkowska, 2014) directly relates to the above-
described findings. They demonstrated several alternative and equally effective strategies for B2C
SMEs during pandemic which lie in the spectrum of proactive actions mixed with absence of reactive
measures or combination of proactive actions with bypassing restrictions or using public aid. These
findings (apart from bypassing restrictions) were in line of other research examining crisis strategies of
SMEs (Gittins et al., 2021; Kraus et al., 2020; Wenzel et al., 2020).

This research revealed that proactivity during the crisis (enhancing the chance of survival) can
take two forms: a legal and semi-legal one, such as restrictions’ circumvention. Legal actions man-
ifest themselves in the practical exploitation of potential and active sourcing and using available
forms of public aid, while those lying on the borderline of the law allow enterprises to provide
service for consumers under the umbrella of not restricted actions, such as e.g. providing training
services on fresh air (fitness clubs), visiting consumers in their homes (spa and beauty firms), and
organizing working areas in restaurants or short rehabilitation stays in hotels.

The findings demonstrated that bypassing restrictions did not necessarily exclude the use of public
assistance. Moreover, the use of public funds appears here as a ‘double-edged sword.” According to
all the enterprises which benefited from the aid, it warded off the spectre of bankruptcy, but then it
worked in two different directions. In the cases of enterprises that seem to be the winners of this crisis,
external aid (or impossibility to obtain it) acted as a trigger for managerial inventiveness and thinking
‘outside the box,” including bypassing restrictions. For the second group, the receipt of aid dulled their
adaptation efforts or limited them mainly to reactive actions.

The presence of activities circumventing the law together with the use of public funds appears to
have been one of the effective but most controversial strategies. It means that enterprises, on the one
hand, benefited from compensation for complying with restrictions and violated them at the same
time. Irrespective of the moral assessment, the combination of these two types of activities indicates
the weakness of the enforcement apparatus (none of the enterprises analysed was sanctioned for cir-
cumventing restrictions) and the great trust in consumers, who appear as ‘partners in crime’ in this
survival game. The research was conducted in Poland: a country where the perception and manner of
obeying the law is tainted by the legacy of socialism. The latter was associated with widespread con-
tempt for the system and its law and then social acceptance of civil disobedience. It can be assumed
that the identified strategies (especially those related to the avoidance of restrictions) collected in
Poland may have also occurred in post-socialist countries. However, it seems that in the so-called ma-
ture economies, solidified social systems with high levels of social capital and responsibility, corporate
adjustment strategies may have been different from that observed in Poland.

The article formulated several research propositions. The obtained results of the fsQCA analysis
allow referring to them and assessing their chances for empirical confirmation. Table 7 recalls the for-
mulated propositions and indicates the status of their confirmation in the conducted research.
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Table 7. Status of support for research propositions

Propositions Results

Proposition 1. Proactive actions prevail in  |Proactive measures have been key in achieving strategic align-
successful alignment B2C SMEs’ strategies |ment for many enterprises, with public support or avoidance of
during the Covid-19 pandemic. restrictions playing a complementary (peripheral) role.
Proposition 2. Circumventing restrictions
was an important behaviour of small and
medium-sized enterprises in achieving stra-
tegic alignment during the pandemic.
Proposition 3. Using public support serves |Public aid did not appear as a necessary condition to successfully
as a prerequisite and a necessary condition |adapt to Covid-19 pandemic reality. There are successful adapta-
for a successful adaptation strategy. tion strategies of SMEs studied that did not use this tool.
Proposition 4. The greater the extent of The important role of public aid (along with circumvention of re-
public support, the lower the level of reac- |strictions) occurred in the absence of passive actions, what im-
tive measures in survival strategies of B2C |plies that public aid discouraged reactive actions in the pursuit of
SMEs during the Covid-19 pandemic. strategic alignment under the new conditions.

Proposition 5. The greater the scope of pub-
lic assistance, the lower the level of circum-
vention of restrictions in survival strategies
of B2C SMEs during the Covid-19 pandemic.
Source: own study.

The results obtained indicate the importance of this factor. The
lack of circumvention of restrictions proved to be a causal condi-
tion in all combinations achieving low strategic alignment.

Results show the opposite relationship. Public aid together with
circumvention of restrictions has been an effective means of ad-
justment among some SMEs.

CONCLUSIONS

Summarizing, SMEs’ survival strategies in the face of demise took different combinations of proac-
tive and reactive measures, some of them regarded semi-legal. The research revealed several paths
leading to the strategic alignment of enterprises in pandemic reality but the probability to succeed
was much lower when SMEs employed only reactive measures in order to survive. Results clearly
demonstrate that proactivity significantly boosts the probability of successful survival and are in line
of other empirical research in this area (Alonso-Almeida et al., 2015; Gittins et al., 2021; Herbane,
2010; Kraus et al., 2020; Seeger et al., 2005; Wenzel et al., 2020; etc.). The added value of the pre-
sented research is the disentangling of proactivity strategies into a variety of measures, part of which
may take the form of circumventing or exploiting the law. This gives proactivity a different overtone;
albeit legal and effective yet, socially and morally questionable.

The research showed that the circumvention of restrictions, combined with the use of public aid,
was an effective adjustment strategy for the SMEs studied. In this respect, results suggest a more
nuanced approach to the discussion on the scope of legal regulations and their impact on business
activity, both from a neo-liberal and policy perspective (Williams & Martinez, 2014). The combina-
tion of activities circumventing the law with the simultaneous use of public aid by the surveyed en-
tities indicates that economic reality is a sphere where at the same time there can be too much
restrictive and too little supporting law for enterprises during crisis.

The research examined small and medium-sized enterprises that bypassed restrictions to in-
crease their likelihood of survival. In authors’ view, this is a good addition to the research presented
by Kubinec et al. (2021), in which large enterprises operating in the so-called catching-up economies
(Ukraine, Egypt, Venezuela) bypassed pandemic restrictions because they were politically favoured.
In this study, circumvention took place in SMEs and the rationale for this was not connections to the
authorities but an inefficient enforcement apparatus combined with consumer consent to partici-
pate in this semi-legal game.

The article adopted an institutional perspective of viewing the behaviour of enterprises during the
crisis, paying particular attention to the attitude of these entities to interventionist formal institutions
(restrictions and instruments of public aid). The results confirmed that enterprises’ behaviour towards
institutions was tightly conditioned by their historical legacy and cultural heritage (see e.g. Jepperson
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& Meyer, 2021). In countries that have undergone relatively recent major transformational changes
and social values and norms do not yet fit a formal institutional framework, bypassing the law will be
a phenomenon not only more common but not yet socially condemned.

Another contribution to the institutional theory is the insight into the complex face of public aid
impact on enterprises’ behaviour during crisis. In this research, it appears as a necessary but peripheral
tool of survival for the surveyed enterprises. Moreover, the receipt of aid does not unequivocally elim-
inate the circumvention of restrictions but deters reactive actions. The results of the survey clearly
indicated that public aid and assistance for small and medium-sized enterprises was inadequate; its’
level did not guarantee survival while adjusting to restrictions and freezing operations. Faced with in-
adequate or unavailable public assistance, enterprises faced the choice of complying with restrictions
and the real spectre of bankruptcy or seeking ways to circumvent the bans to survive.

Limitations, Future Research Areas, and Practical Implications

The study is not free from limitations. Firstly, results come from the small research sample and do
not allow for generalizations, but rather call for future, quantitative study in the areas of i) the role
of trust between the consumers and B2C SMEs in conducting semi-legal operations in catching up vs
mature capitalist economies, ii) comparative studies of the scope and nature of restrictions circum-
vention in these two groups of countries, iii) the interplay between the ease, scope of public aid and
the level of restrictions’ circumvention. Despite the evident limitation regarding the nature of qual-
itative explorative studies, the used method of data analysis (fsSQCA) made it possible to increase the
quality of analysis and conclusions.

Based on the obtained results, several managerial and political conclusions can be drawn. The main
managerial implication for SMEs is s the focus on innovative proactive measures in their strategies, as
they raised the probability of long-term survival and business model adjustment.

Research indicates that despite the limitations of the so-called liability of smallness, small and
medium-sized enterprises have the ability to react quickly to sudden changes and proactively adapt.
This agility is likely derived from simple and flexible organizational structures and the concentration
of managerial and ownership power. This is a hint to larger enterprises that in some of their divisions
directly cooperating with customers or other stakeholders, the management should resemble the
structures and way small enterprises operate.

At the level of law-making and enforcement, there is an urgent need for an effective mechanism to
design and implement economic and social constraints in crises at the level of states and international
groupings, as restrictions prove effective only when they are unambiguous, impossible to circumvent and
inevitable (i.e. the enforcement apparatus is functional). The restrictions enforcement should also go in
hand with the introduction of public aid but such assistance should reach those most affected and allow
these entities to survive without having to resort to actions that circumvent the law.
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ABSTRACT
Objective: The research aims to adopt a serial moderation mediation model to investigate the serial indirect
effects of entrepreneurial education and the moderation impacts of entrepreneurial government policies and
programmes on entrepreneurial attitude-intention-behaviour links and tighten the attitude-intention-behav-
iour gap in the entrepreneurial area.
Research Design & Methods: A sample of 802 master students from nine universities/institutions in Vietnam
and structural equation modelling (SEM) were employed to test developed hypotheses.
Findings: The research demonstrates that attitude towards entrepreneurship played a more important role
than entrepreneurial intention in sculpting start-up behaviour. Entrepreneurial education not only has direct
effects on entrepreneurial attitudes and behaviours, but it also has serial mediation effects on entrepreneurial
behaviour via two mediators, including entrepreneurial attitudes and intention. Moreover, entrepreneurial
government policies and programmes were found to significantly reinforce the entrepreneurial attitude-in-
tention-behaviour linkages.
Implications & Recommendations: The findings of this research offer valuable insights for policymakers and
practitioners who wish to encourage individuals’ entrepreneurial activities.
Contribution & Value Added: The research is expected to significantly contribute to entrepreneurship litera-
ture by indicating the serial mediation effects of entrepreneurial education on entrepreneurial behaviour, the
moderation impacts of entrepreneurial government policies and programmes, and closing the entrepreneurial
attitude-intention-behaviour gap.
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INTRODUCTION

Nowadays, new business venture creation has received widespread interest among scholars, edu-
cators, practitioners, and policymakers, because it has been determined as the crucial factor that
contributes to the social and economic development of a nation (Bach et al., 2022; Laouiti et al.,
2022; Skalickd et al., 2023). Thus, entrepreneurial education and entrepreneurial government pol-
icies and programmes have been advanced as important strategies to inspire individuals’ entrepre-
neurial activities (Cong et al., 2022; Duong, 2021; Elnadi & Gheith, 2021; ). While entrepreneurial
education inculcates start-up knowledge and practical start-up skills in students’ minds, thereby
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inspiring them to engage in entrepreneurial preferences (Maheshwari & Kha, 2021; Court & Arikek-
par, 2022; Uansa-ard & Wannamakok, 2022), entrepreneurial government policies and pro-
grammes can help foster the conversion of entrepreneurial attitude into start-up intentions and
then turn into actual entrepreneurial behaviours (Salisu, 2020).

The decision to create a new business venture, which is identified as the heart of the entrepre-
neurial process, is affected by a body of different factors (Duong, 2022; Maheshwari & Kha, 2021;
Civelek et al., 2021a). Indeed, while some studies argue that entrepreneurial behaviour is affected by
personal perception, such as entrepreneurial fear of failure (Duong, 2022), and big-five personality
traits (Laouiti et al., 2022), others claim that it is influenced by environmental and contextual factors,
such as university entrepreneurial environment (Calza et al., 2020), and organizational and environ-
mental factors (Meoli et al., 2021) and cultural values (Calza et al., 2020). However, almost all current
studies state that entrepreneurial attitude and intentions are considered the most important predic-
tors of entrepreneurial behaviour (e.g., Calza et al., 2020; Cui & Bell, 2022; Duong, 2022).

Even though the direct effect of entrepreneurship education on start-up attitudes and intentions
has been considered in recent studies (e.g., Duong, 2021; Maheshwari, 2022; Maheshwari & Kha,
2021), we have little knowledge about how it had a serial indirect effect on entrepreneurial behaviour
via two mediators, such as entrepreneurial attitudes and intentions. Moreover, entrepreneurial gov-
ernment policies and programmes relate to the provision of essential resources based on the govern-
ments’ capacity to offer the necessary support for fostering entrepreneurial activities, such as estab-
lishing and developing favourable entrepreneurial ecosystems, financial funding programmes, remov-
ing and decreasing the barriers for nascent entrepreneurs (Elnadi & Gheith, 2021). Yet, the critical role
of entrepreneurial government policies and programmes on the start-up process, which started from
a favourable attitude towards engagement in entrepreneurial activities to developing entrepreneurial
intention, and then becoming actual start-up behaviour, seems to be neglected by previous studies
(Androniceanu et al., 2022; Nguyen, 2021; Salisu, 2020).

Therefore, this research aims to adopt a serial moderated mediation model to make theoretical con-
tributions to the present literature in the entrepreneurial area. Firstly, our research is among the first to
estimate the serial indirect influence of entrepreneurial education on entrepreneurial behaviour via two
mediators, including attitude towards involvement in entrepreneurial activities and intention to become
entrepreneurs. Secondly, this research closes the entrepreneurial attitude-intention-behaviour gap in
the entrepreneurship area. Finally, the research tests the moderating impacts of entrepreneurial govern-
ment policies and programmes on the entrepreneurial attitude-intention-behaviour linkage.

LITERATURE REVIEW

New Venture Creation: The Attitude-intention-behaviour Gap

Although originating in social psychology, intention-based models have been widely adopted in en-
trepreneurship studies (Adelowo et al., 2021). Based on these models, future behaviour can be pre-
dicted, which is essential, not only for managers and economic analysts but also for policymakers in
charge of developing an adequate supporting system in favour of entrepreneurship. The concept of
general behavioural intention has been applied to the analysis of entrepreneurial intentions, defined
by Thompson (2009) as a self-perceived belief that one intends to create a new firm and consciously
plans to complete this process in the future. Very similarly, Krueger (1993) defines start-up intention
as the inclination and possession of the potential to create one’s own business. In our research, the
concept of entrepreneurial behaviour has been adapted from the research of Gieure et al. (2020),
which means that start-up behaviour refers to the capacity or knowledge about an enterprise’s con-
stituent dimensions. It is regarded as an individual’s know-how and essential understanding that will
enable him/her to carry out entrepreneurial actions. Thus, it reflects the attained ability and
knowledge that can drive a potential entrepreneur to the stage of developing a business and trying
to create a new venture (Duong, 2022; Dankiewicz et al., 2020).

Using the theory of planned behaviour (TPB) developed by Ajzen (1987; 1991), which is a grounded
psychological concept that dates back to the 1980s, enables us to comprehend mechanisms that drive
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the entrepreneurial intentions of a person. Following Ajzen’s (1987) concept, an individual’s behaviour
is predicted by their behavioural intention and their behavioural intentions originated from three an-
tecedents: (i) what attitude individuals have towards performing a specific action, (ii) what perception
individuals have regarding controlling of a particular action, and (iii) the social norms that mould the
perception of the specific action. Two factors, namely the attitude we have towards the behaviour (or
rather the outcomes associated with the behaviour) and our perception of social norms towards the
behaviour, capture the desirability of the behaviour occurring. On the other hand, the third factor ex-
presses personal perceptions of the ability to control the behaviour and is synonymous with self-effi-
cacy. The TPB is reported to be one of the most popular theoretical conceptualizations of entrepre-
neurial intentions. Most prior studies only endeavoured to explain the determinants of entrepreneur-
ial intentions (Duong, 2021; Maheshwari, 2022). That is a reason why the entrepreneurial attitude-
intention-behaviour gap existed in the entrepreneurship field (Duong, 2022; Wach & Bilan, 2021) and
why scholars called for further studies to close this research gap (Cui & Bell, 2022). However, meta-
analysis and longitudinal studies, which relied on the TPB framework, illustrate that attitudes and be-
havioural intentions can explain around 30-40% of the variation of actual behaviour (Ajzen, 2020).

Previous empirical studies in various areas, including entrepreneurship, produced evidence that
supported the prediction of intention about behaviour. Kautonen et al., (2015) demonstrated the
relevance of TPB in predicting business start-up intentions and subsequent behaviour based on lon-
gitudinal survey data. Some recent studies also showed that intention is an important predictor of
entrepreneurial behaviour (Cui & Bell, 2022; Duong, 2022). Additionally, although the TPB suggests
that entrepreneurial intention depends on these three mentioned variables (entrepreneurial atti-
tude, subjective norms, and perceived behavioural control), most empirical studies found that en-
trepreneurial attitude was the strongest predictor of entrepreneurial intention (Duong, 2022). When
individuals have a favourable attitude towards entrepreneurship, they increase their intention to
start a business (Meyer & Kriiger2021).

The relationship between attitude and entrepreneurial intention has been confirmed in many pre-
vious studies (i.e., Duong, 2022, Nowinski et al., 2020, Wach & Gtodowska, 2019). However, the nexus
between attitude and entrepreneurial behaviour has not received much attention. There is little
knowledge about how a positive entrepreneurial attitude translates into entrepreneurial behaviour
(Duong, 2022). According to the TPB (Ajzen, 1991), attitude towards behaviour is assumed as a function
of behaviour belief. It means that when an individual believes that the expected outcome of a specific
behaviour is valuable, they have a favourable attitude towards that behaviour, and therefore the like-
lihood of engaging in that behaviour is higher. Similarly, when individuals perceive that entrepreneur-
ship may bring them the potential for higher outcomes, their attitude toward engaging in entrepre-
neurial activities becomes more favourable, leading to an increase in entrepreneurial behaviours
(Duong, 2022; Valinurova et al., 2022). Based on this argument, we hypothesize that entrepreneurial
behaviour is significantly related to entrepreneurial attitude and intention. Moreover, the entrepre-
neurial intention is significantly correlated with attitude towards entrepreneurship.

H1: Entrepreneurial intention has a significant impact on entrepreneurial behaviour.
H2: Attitude towards entrepreneurship has a significant impact on entrepreneurial intention.

H3: Attitude towards entrepreneurship has a significant impact on entrepreneurial behaviour.

The Role of Entrepreneurial Education

Education in general and entrepreneurship education in particular play a crucial role in fostering entre-
preneurial attitudes, entrepreneurial skills, entrepreneurial competencies, and entrepreneurship cul-
ture. Thus, many countries have made entrepreneurial efforts in recent years to promote entrepreneur-
ship as a specific course taught at all educational levels, from the primary level (pupils up to the age of
14) to the university level (undergraduate and postgraduate students), with a particular focus on re-
search and doctoral studies in entrepreneurship (third level) (Wach & Gtodowska, 2019). In this respect,
both Europe and Asia are lagging behind North America (the USA in particular), where entrepreneurship
education has been implemented into secondary education curricula and the majority of American uni-
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versities offer compulsory or optional entrepreneurship courses (Guzman & Lifidan, 2005; Androniceanu
et al.,, 2021). However, entrepreneurship education is facing contemporary civilization challenges, includ-
ing economic challenges and facing new trends in green entrepreneurship and climate protection (Alva-
rez-Risco et al. 2021). To some extent, the challenging issues in entrepreneurial activity are covered
within entrepreneurial systems of managerial training (Mishchuk et al., 2022), particularly, due to the
reason of lack of entrepreneurial knowledge, sometimes even for the business owners (Civelek et al.,
2021b; Devkota et al., 2022). However, these activities are not a substitute for university entrepreneur-
ship education. The educational systems of many countries require the intensification of economic edu-
cation and this issue is raised by a growing number of experts and researchers.

The experiences of the recent global financial crisis, the debt crisis in Europe, and finally the Covid-
19 pandemic only confirm the too-low economic awareness of the society. Entrepreneurial education
is dominated by economics, but this should be viewed positively rather than negatively. The economic
content of education should in no way be eliminated or reduced. The ongoing crisis and media cover-
age of numerous cases of the gullibility of the public towards dishonest entrepreneurs and investors
unambiguously confirm the urgent need to educate the public precisely in the field of economic
knowledge. Of course, non-economic entrepreneurial education (such as various soft skills, creativity,
initiatives, or emotional competencies) should be expanded but not at the expense of economic edu-
cation. Very recently, the global Covid-19 pandemic has changed the landscape and shape of remote
education and e-learning, especially in favour of entrepreneurship (Gtodowska et al., 2022). The next
step, important to ensure the implementation of the set priorities, is to define the content of entre-
preneurship education. It should be stressed that entrepreneurship cannot be understood only as the
ability to start and run one’s own business or as synonymous with the small and medium-sized enter-
prises (SMEs), which is very often the case. Noteworthy, entrepreneurship education should ensure
the acquisition of knowledge and practical skills in starting and running a business and shaping entre-
preneurial attitudes, creativity, and innovation (Wach & Bilan, 2022). On the one hand, specialized
academic courses should therefore provide interdisciplinary knowledge about starting and running a
business (economics, management, finance, marketing, law). On the other hand, they should support
students’ ideas related to business activity, e.g. promote the ‘entrepreneurship spirit’ in contemporary
society (Basuki et al. 2021; Wach & Gtodowska, 2019).

Guzman and Lifidn (2005) distinguish four categories of education for entrepreneurship, namely
education to promote self-employment as an alternative career, start-up education, further education
for mature entrepreneurs and education for entrepreneurial dynamism which shapes entrepreneurial
attitudes such as own initiative, creativity, inventiveness or innovativeness in the workplace and in
one’s own business. Therefore, entrepreneurship education plays an important role in the develop-
ment of entrepreneurs and is one of the most basic tools to improve attitudes towards entrepreneur-
ship (Cui & Bell, 2022). Activities in the entrepreneurship education programme help arouse emotions
and trigger events that change students’ minds leading to a positive attitude towards entrepreneurship
(Duong, 2021). Therefore, they enhance the intention and behaviour to start a business. Additionally,
Cui and Bell (2022) argue that entrepreneurial educational activities not only have direct impacts on
entrepreneurial intention and actual start-up behaviour, but they also have an indirect effect on en-
trepreneurial behaviour via a behavioural entrepreneurial mindset. Moreover, entrepreneurial inten-
tion can act as a mediator in the relationship between entrepreneurial education activities and start-
up behaviour. Indeed, entrepreneurial education can foster the conversation of a positive attitude to-
wards corporate emergence and the intention to become an entrepreneur into an actual start-up ac-
tion (Duong, 2022; Maheshwari & Kha, 2021). Experiencing the process of equipping students with
knowledge and ability regarding organizational emergence, students often tend to behave based on
their target in their mind to apply equipped knowledge and skills (Maheshwari, 2022). Thus, in this
study, entrepreneurial education can be significantly associated with entrepreneurial behaviour. It is
hypothetical whether entrepreneurial education can have an indirect influence on entrepreneurial in-
tention and behaviour via attitude towards entrepreneurship and whether it has serial mediation ef-
fects on entrepreneurial behaviour via two mediators (attitude towards entrepreneurship and inten-
tion to engage in entrepreneurial action) in the context of Vietnam.
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H4: Entrepreneurial education has a significant impact on (a) attitude towards entrepreneur-
ship, (b) entrepreneurial intention, and (c) entrepreneurial behaviour.

H5: Entrepreneurial education has an indirect impact on entrepreneurial intention via atti-
tude towards entrepreneurship.

H6: Entrepreneurial education has an indirect impact on entrepreneurial behaviour via atti-
tude towards entrepreneurship.

H7: Entrepreneurial education has an indirect impact on entrepreneurial behaviour via en-
trepreneurial intention.

H8: Entrepreneurial education has an indirect impact on entrepreneurial behaviour via attitude
towards entrepreneurship and entrepreneurial intention.

Role of Entrepreneurial Government Policies and Programmes

(The importance of the interaction between people’s characteristics and their surrounding environment
has been increasingly interested in recent studies because this interaction extensively influences various
perspectives of entrepreneurial activities (EInadi & Gheith, 2021). Many scholars have emphasized the
importance of investigating entrepreneurial activities from wider settings, including government policies
and programmes for entrepreneurship in different countries or regions (Duong, 2021; Nowinski et al.,
2020; Wach & Bilan, 2021; Zygmunt, 2020; Bag & Omrane, 2021). Indeed, a study in Vietnam proved that
the regulatory dimension of the environment negatively influenced entrepreneurial intention while the
normative dimension of the environment positively fostered the entrepreneurial intentions of graduate
students (Duong, 2021). Nowinski et al. (2020) also emphasize that entrepreneurial intentions are shaped
by various institutional factors, including governmental policies and programmes. However, almost all
these studies only examine the direct relationship between entrepreneurial governmental policies and
programmes or entrepreneurial ecosystems and entrepreneurial intentions, few studies have considered
whether these policies and programmes can increase or weaken the transition from entrepreneurial at-
titudes into entrepreneurial intention and behaviour or not (Meoli et al., 2020).

Entrepreneurial government policies and programmes refer to the support and provision of nec-
essary resources for new business venture creations within the capacity of the government to enforce
entrepreneurial activities (Ahmad & Xavier, 2012; tasak, 2022). Salisu (2020) argues that policies and
programmes for entrepreneurship offered by the government can promote and encourage entrepre-
neurial activities However, we still do not know how entrepreneurial government policies and pro-
grammes can moderate the entrepreneurial attitude-intention-behaviour links. Previous studies
showed that the start-up attitude-intention-behaviour links can be increased or decreased by different
factors, such as Covid-19-related psychological distress (Duong, 2022), entrepreneurial fear of failure
(Duong, 2022), and cultural values (Calza et al., 2020). In the context of the emerging economy in Vi-
etnam, it is hypothetical that entrepreneurial government policies and programmes can positively
moderate the entrepreneurial attitude-intention-behaviour links among master students. When gov-
ernment policies and programmes are more favourable for entrepreneurship, individuals with positive
entrepreneurial attitudes are more likely to intend to start a business and display entrepreneurial be-
haviour. Likewise, when government policies and programmes for entrepreneurship are better, indi-
viduals are more likely to implement their entrepreneurial intention, therefore the relationship be-
tween entrepreneurial intention and behaviour is stronger.

H9: Government policies and programmes moderate the relationships between (a) attitudes to-
wards entrepreneurship and entrepreneurial intention; (b) attitudes towards entrepreneur-
ship and entrepreneurial behaviour; and (c) entrepreneurial intention and entrepreneurial
behaviour, to such an extent that when government policies and programmes for entrepre-
neurship are better, the linkages between attitudes towards entrepreneurship, entrepre-
neurial intention and entrepreneurial behaviour become stronger.

Therefore, based on the abovementioned arguments and the research gap, the theoretical model
has been developed and illustrated in Figure 1.
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Figure 1. The theoretical model
Source: own elaboration.

RESEARCH METHODOLOGY

Data Collection and Sample

Entrepre-
neurial be-
haviour

Almost all previous studies on entrepreneurship adopted the student sample rather than real entre-
preneurs in their studies (Duong, 2022), because students are considered as the population which has
a high inclination towards new business venture creations (Maheshwari & Kha, 2021). Moreover, to
examine the impacts of entrepreneurship education on entrepreneurial attitude-intention-behaviour
links, student samples are more appropriate rather than others (Maheshwari, 2021). However, most
undergraduate students lack real business experiences, which can lead to bias in examining entrepre-
neurial behaviour. Consequently, master’s students, who had work and business experiences, have
been selected as a targeted sample in our study.

Table 1. Socio-demographic profile of participants

Variables Criteria Frequency %
Gender Male 521 65.0
Female 281 35.0
Age From 22 to 25 years old 21 2.6
From 26 to 28 years old 390 48.6
Over 28 years old 391 48.8
Fields of education Economics and business management 502 62.6
Engineering and others 300 37.4
Business experiences Yes 339 42.3
No 463 27.7
Family business background Yes 329 41.0
No 473 59.0

Note: N=802.
Source: own study.

Data has been collected during the second semester of the academic year 2021-2022. The data
were collected in four stages of the stratified random sampling approach. Firstly, three historical and
geographic major regions of Vietnam were selected to recruit the data. Secondly, the authors classified
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universities into two groups: public and private universities. In each region, one private and two public
universities were randomly selected. A total of nine universities and institutions were selected to col-
lect the data. Thirdly, lecturers who hold PhD degrees at these universities/institutions were asked for
support during the data collection. Finally, with the support of lecturers, we delivered the question-
naire survey to master students. They were clearly informed that their participation was completely
voluntary and their responses were confidential. In total, 1500 questionnaires were delivered, how-
ever, only 861 students fulfilled the questionnaires while 59 questionnaires contained missing values.
To avoid bias, we decided to delete them from the final sample, which included 802 responses. Table
1 illustrates the demographic information of master’s students.

Measures and Questionnaire Development

All measures used in this research were developed and validated by prior studies. Especially, the seven-
item construct measured for “EB: entrepreneurial behaviour” was adjusted from Gieure et al. (2020)
(i.e., “I have experience in starting new projects or business,” and “l already save money to invest in a
business”). The six items measured for “El: entrepreneurial intention” was adopted from Lifidn and
Chen (2009) (i.e., “my professional goal is to become an entrepreneur.” The five-item construct, which
reflects “EE: entrepreneurial education,” was adapted from Walter and Block (2016) (i.e., “my school
education has equipped me with the necessary abilities and expertise to start my own business”). Fi-
nally, the eleven-item scale of “GPP: entrepreneurial government policies and programmes” was taken
from the study of Ahmad and Xavier (2012) (i.e., “In my country, the support for new and growing firms
is a high priority for policy at the national government level.” All items were marked in a seven-point
Likert format, which began from 1 (strongly disagree) to 7 (strongly agree). Detailed items were pre-
sented in Table 2. To avoid common method bias, a two-way translation from the original scale in
English into the Vietnamese language was carried out by two language experts. Additionally, all items
were mixed in the questionnaires to avoid bias during the response process.

Analysis Strategies

Structural equation modelling (SEM) was performed in our study to test the direct, indirect, and moder-
ating effects of entrepreneurial education and entrepreneurial government policies and programmes on
the entrepreneurial attitude-intention-behaviour links. However, before carrying out SEM analysis, the
reliability and validity of all scales have been examined via Cronbach’s alpha and confirmatory factor
analysis (CFA) (Hair et al., 2020). Additionally, Gaskin’s (2019) plugin with 5000 bootstrapping samples
was used to test indirect and serial mediation effects as suggested by Hayes and Matthes (2009).

RESULTS AND DISCUSSION

Measurement Model

Upon examining the appropriateness of the data and the validity and reliability of constructs in the
conceptual framework before testing hypotheses, both Cronbach’s alpha and CFA were simultaneously
carried out in our study. Firstly, Cronbach’s alpha of all variables was higher than the cut-off value and
amounted to 0.63 (Hair et al., 2020) (Table 2). Second, CFA results also reported that the five-factor
measurement model with 36 items represented a great fit: x2(500) = 1383.495; x%/df= 2.767; p < 0.001;
GFl = 0.903; AGFI = 0.885; CFl = 0.972; TLI =0.968; NFI = 0.956, and RMSEA = 0.047 (Hair et al., 2020;
Szostek et al., 2020; 2022) (Figure 2). Moreover, Figure 2 showed that the standardized regression
weights of all items were much higher than the cut-off values of 0.5 (Nguyen et al., 2022).

Table 2 illustrates the Pearson correlation matrix, composite reliability (CR), average variance
extracted (AVE), and the square roots of AVE of all variables. AVE and CR values were higher than
the threshold value of 0.5 and 0.7, respectively. Moreover, maximum shared variance (MSV) values
of all variables were found to be lower than their AVEs while all values of correlation coefficients
were less than their square root of AVE (in bold). Thus, the reliability and validity of all scales were
demonstrated and appropriate for processing to test hypotheses.
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Table 2. Correlation coefficients matrix, the reliability and validity of scales
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To examine the common method bias, Harman’s one-factor test (an unrotated factor solution) has
been implemented. The result showed an explained variance of 46.322% which was lower than the cut-
off value of 50%, therefore, common method bias was not an issue in our study (Podsakoff et al., 2003).

The Structural Model

The SEM results reported the goodness-of-fit of the model in the studied dataset. Particularly, x*(496)
=1310.966; x*/df= 2.643; p < 0.001; GFI = 0.974; AGFI = 0.892; CFl = 0.974; TLI =0.970; NFI = 0.959, and
RMSEA = 0.045 (Hair et al., 2020). The standardized coefficients of proposed paths obtained from SEM
analysis was illustrated in Figure 3 and Table 4.

Table 4. Results of the hypothesis testing of the study

Hypothesis Paths Standardized effects | P-value
H1 El > EB 0.151 *
H2 ATE > El 0.824 Hokx
H3 ATE > EB 0.449 HoAx
H4a EE > ATE 0.616 rox
H4b EE > El 0.004 0.910
H4c EE > EB 0.172 *Ex
H5 EE > ATE > El 0.503 *E*
H6 EE > ATE > EB 0.149 *k
H7 EE > El > EB 0.006 0.490
H8 EE > ATE > El > EB 0.503 *Ex
H9a GPP*ATE - El 0.061 *k
H9b GPP*ATE - EB 0.257 *
H9c GPP*EI > EB 0.228 *Ex

Notes: N=802, * p < 0.05; ** p < 0.01; *** p-value < 0.001.
Source: own study.

Results reported that both attitude towards entrepreneurship (B = 0.449; p-value < 0.001) and
entrepreneurial intention (B = 0.151; p-value < 0.05) were significantly associated with entrepreneurial
behaviour while the entrepreneurial intention was strongly correlated with attitude towards entrepre-
neurship (B = 0.824; p-value < 0.001). H1, H2, and H3 were thus supported by the data.

With regard to the direct effect of entrepreneurial education, our results revealed that entre-
preneurial education was positively associated with attitude towards entrepreneurship (f = 0.616;
p-value < 0.001) and entrepreneurial behaviour (B = 0.172; p-value < 0.001), yet it was not signifi-
cantly related to entrepreneurial intention (g = 0.004; p-value > 0.05). Therefore, while H4a and H4c
were supported, H4b was not supported by the data. Besides, serial mediation effects of entrepre-
neurial education on intention and behaviour engaged in entrepreneurial activities were tested in
this study. Results reported that entrepreneurial education indirectly affected entrepreneurial in-
tention (Bee-ate-m = 0.503; p-value < 0.001) and entrepreneurial behaviour (Bee-ate-es = 0.149; p-value
< 0.01) via attitude towards entrepreneurship while entrepreneurial education did not affect entre-
preneurial behaviour (Bee.r.es = 0.006; p-value > 0.05) via entrepreneurial intention. Interestingly,
entrepreneurial education had a serial mediation impact on entrepreneurial behaviour via attitude
towards entrepreneurship and entrepreneurial intention (Bee-ate-e1-e8 = 0.503; p-value < 0.001). Thus,
H5, H6, and H8 were supported while H7 was not supported by the data.

Finally, the moderation impacts of government policies and programmes on the entrepreneur-
ial attitude-intention-behaviour links were estimated. Results illustrated that government policies
and programmes positively moderated the entrepreneurial attitude-intention linkage (B = 0.061; p-
value < 0.01), the impact of attitude towards entrepreneurship on start-up behaviour (B = 0.257; p-
value < 0.05), and the impact of on entrepreneurial intention on entrepreneurial behaviour (B =
0.228; p-value < 0.001). Thus, H9a, 9b, and 9c were supported. The interaction plot of these links is
demonstrated in Figure 4.
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CONCLUSIONS

Prior studies tried to explore how a positive attitude towards involvement in organization emergence
and start-up intention turn into actual start-up behaviour (e.g., Calza et al., 2020; Meoli et al., 2020).
However, our extant understanding of entrepreneurial attitude-intention-behaviour linkages is still
limited (Duong, 2022) and further explorations are required (Gieurre et al., 2020). Moreover, the tran-
sition process from a positive attitude to becoming involved in organization emergence and start-up
intention into actual start-up behaviour can be moderated by contextual and environmental factors
(Calza et al., 2020). In our research, we consider organization emergence as a vocational behaviour
(Gieurre et al., 2020), which can be nurtured via entrepreneurial education (Duong, 2021) and training
and supported via government policies and programmes (Salisu, 2020).

Our results reported that a positive attitude towards involvement in organization emergence and
intention to start a business both play an important role in sculpting entrepreneurial behaviour. How-
ever, the direct influence of a positive attitude towards involvement in organization emergence was
stronger than that of intention on entrepreneurial behaviour. It means that the entrepreneurial be-
haviour of master’s students was strongly influenced by their attitude towards entrepreneurship in the
context of Vietnam. It also reflects that the entrepreneurial behaviour of master’s students in Vietnam
was largely shaped by how they perceived the outcome of a business career. A favourable entrepre-
neurial attitude made them more likely to start a business. Additionally, the results of this study indi-
cated that a favourable attitude towards entrepreneurship played an important role in shaping start-
up intention, which is in the line with many previous studies in other emerging economies (e.g., ElInadi
& Gheith, 2021; Nowinski et al., 2020). Moreover, attitude towards entrepreneurship not only had a
direct effect on entrepreneurial behaviour, but it also had a partial mediation impact on entrepreneur-
ial behaviour via entrepreneurial intention. Thus, our findings could help explain the key roles of both
entrepreneurial attitudes and intentions in developing entrepreneurial behaviour and significantly
contribute to extant entrepreneurship literature.

Concerning the role of entrepreneurial education, our results revealed that entrepreneurial edu-
cation positively contributed to sculpting entrepreneurial attitudes and behaviour directly. However,
entrepreneurial education was not found to have a significant impact on start-up intention, which was
consistent with some prior studies (e.g. Duong et al., 2021; Nowinski et al., 2020). Additionally, the
result of mediation testing reported that besides the direct effect on entrepreneurial behaviour, en-
trepreneurial education indirectly affected entrepreneurial behaviour via attitude towards becoming
entrepreneurs. In other words, the attitude towards becoming an entrepreneur served as a partial
mediator in the relationship between entrepreneurial education and entrepreneurial behaviour. Ad-
ditionally, serial mediation testing demonstrated that entrepreneurial education had a serial indirect
effect on start-up behaviour via two mediators, including entrepreneurial attitude and entrepreneurial
intention. These findings led to a general conclusion that when master’s students received entrepre-
neurial education, their attitude towards entrepreneurship became more favourable and they were
more likely to engage in entrepreneurial activities. Consequently, a serial mediation model can help us
understand why entrepreneurial education does not play a direct role in shaping entrepreneurial in-
tention, but it still enforces individuals to behave in an entrepreneurial manner, which was not clarified
in prior studies (Maheshwari, 2021; Nowinski et al., 2020).

With regard to the moderation effects of entrepreneurial government policies and programmes
on the start-up attitude-intention-behaviour links, most of the prior studies focused on the direct ef-
fects of entrepreneurial government policies and programmes on entrepreneurial intention (e.g.
Elnadi & Gheith, 2021; Salisu, 2020), but overlooking the moderation effects of government policies
and programmes on the entrepreneurial process (Maheshwari, 2021). Our results reported that entre-
preneurial government policies not only reinforced the translation from an entrepreneurial attitude
into entrepreneurial intention, but it also increased the conversion from attitude towards organization
emergence and start-up intention into actual entrepreneurial behaviour. It means that when entre-
preneurial government policies and programmes are better, the linkages between attitudes towards
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organization emergence, entrepreneurial intention and entrepreneurial behaviour become stronger.
In other words, there are more likely to transfer from a positive entrepreneurial attitude and entre-
preneurial intention into start-up action if government policies and programmes for entrepreneurship
are more favourable for new enterprises or nascent entrepreneurs.

Theoretical Contribution

Thus, our study made several significant contributions to the extant entrepreneurship literature.
Firstly, the study bridged the attitude-intention-behaviour gap when our results found that entrepre-
neurial behaviour can be significantly predicted by both attitudes towards entrepreneurship and en-
trepreneurial intention. Moreover, entrepreneurial attitude turned its influence on start-up intention
into actual entrepreneurial behaviour. Secondly, a serial mediation effect of entrepreneurial education
on actual start-up behaviour via two mediators (entrepreneurial attitude and start-up intention) was
significant in our study, which helps clarify why when individuals receive entrepreneurial behaviour,
their entrepreneurial intention does not become higher, yet they still behave entrepreneurially man-
ner. Last, our study contributed to entrepreneurship literature when it indicated that entrepreneurial
government policies and programmes can promote individuals by transferring their positive attitude
towards becoming entrepreneurs, and initial start-up intention into entrepreneurial actions.

Practical and Managerial Implication

Our findings provided some practical and managerial insights for policymakers and educators to inspire
individuals to engage in entrepreneurial activities. Firstly, our results revealed that a positive attitude
towards organization emergence and intention to start a business both play an important role in sculpt-
ing entrepreneurial behaviour. Especially the direct impact of attitude towards organization emergence
on entrepreneurial behaviour was stronger than that of intention on entrepreneurial behaviour. This
implies that promoting a favourable attitude towards entrepreneurship is a backbone issue of shaping
entrepreneurial behaviour. Moreover, the entrepreneurial process, which originated from a positive at-
titude towards creating a new business venture and ends with actual start-up behaviour, can be nurtured
by entrepreneurial education. Although entrepreneurial education does not directly affect entrepreneur-
ial intention, it directly affects entrepreneurial behaviour. Entrepreneurial education indirectly affects
entrepreneurial intention and behaviour through improving attitude towards entrepreneurship. Thus,
educational programmes for entrepreneurship should be taken account into fostering entrepreneurial
activities in the long-term strategies (Wach & Gtodowska, 2019), and even entrepreneurial education
programmes should be implemented at earlier stages of entrepreneurial education, such as primary,
secondary, and high schools (Alvarez-Risco et al., 2021). Educators should invite successful entrepreneurs
to come as guest speakers in entrepreneurial programmemes which could help students shape their pos-
itive attitude towards entrepreneurship. Additionally, pedagogical approaches orienting to real and ex-
periential learning, real business situation, or extracurricular activities should be concerned to increase
the effectiveness of entrepreneurial education programmes (Cui & Bell, 2022).

Secondly, entrepreneurial government policies and programmes can foster the transition of the
entrepreneurial attitude and intention into start-up behaviour, hence, encouraging a favourable en-
trepreneurial ecosystem for new enterprises is needed to foster individuals to behave entrepreneuri-
ally (Duong, 2021). Government and policymakers should provide policies which can foster individuals
to implement their entrepreneurial intention such as supporting the implementation of communica-
tion activities on creative start-ups and building entrepreneurship culture; implementing training pro-
grammes to develop human resources for innovative entrepreneurship; and developing infrastructure,
techniques, and premises for creative entrepreneurial activities (Linhartova, 2021; Tran et al., 2022).

Limitations and Avenues for Further Studies

Even though our study made the critical contributions to both theoretical, practical, and managerial
perspectives, some limitations should be mentioned to make suggestions for next studies. Firstly, our
study adopted a cross-sectional questionnaire and temporary aspect to investigate and close the start-
up attitude-intention-behaviour, thus, next studies should use longitudinal data, which observe the
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time-lags between attitudes towards organizational emergence, start-up intention, and actual behav-
iour over time. This longitudinal approach could bring the better insights into the organizational emer-
gence attitude-intention-behaviour linkages, especially in measuring actual entrepreneurial behaviour
more exactly. Secondly, our research model focuses solely on exploring the indirect influence of entre-
preneurial education and the moderating impacts of entrepreneurial government policies and pro-
grammes on the start-up attitude-intention-behaviour relationships, thus, next studies should expand
the research model to explore the impacts of internal and external factors on these relations.
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ABSTRACT
Objective: While research on entrepreneurial intention is popular around the world and relies mostly on data
from university students, a question open to academics is: ‘do working people’s perceptions of their employ-
ment affect their start-up intention?’. An answer to this question would be useful for employers and other
stakeholders, hence, this article aims to explore the impact of young employees’ perception of their current
paid jobs on their entrepreneurial intention via the mediator of job satisfaction.
Research Design & Methods: A sample of 272 working people aged 25 to 30 from all three regions of Vietnam
with a structure corresponding to the whole population was used to conduct a quantitative study utilising
structural equation modelling (SEM). The research model was established based on the entrepreneurship
event model (EEM), the theory of planned behaviour (TPB), and the job characteristics model.
Findings: Young employees’ perceptions of current job characteristics (perception of work meaningfulness,
responsibility, and results) positively impact their current job satisfaction. In turn, job satisfaction mediates
the relationship between the perception of current job characteristics and the entrepreneurial intention of
young employees, with its positive effect on the intention.
Implications & Recommendations: Employers should design jobs with many opportunities for learning, and
create an intra-entrepreneurial working environment to take advantage of the employees’ start-up inten-
tion and keep the talents.
Contribution & Value Added: The findings of this research challenge our long-held belief that job satisfaction
has a negative relationship with entrepreneurial intention. The explanation was found in the new employee
generations’ high need for learning opportunities. In addition, the study also investigated entrepreneurship
through a new lens combined of the entrepreneurship event model (EEM), the theory of planned behaviour
(TPB), and the job characteristics model and demonstrated the power of these theories.
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INTRODUCTION

According to Start-up Genome 2020 report on the global start-up ecosystem, the world entrepreneur-
ial economy is valued at USD 3 trillion, equivalent to the GDP of a G7 country (GEN, 2020). Entrepre-
neurial activities significantly influence the formation of a diversified and dynamic economy, create
more employment and critically contribute to international trade (OECD, 1998). Entrepreneurship is
the driver of economic growth and creates more employment. To entrepreneurs, starting up their own
businesses is a way to meet the high demand for personal career management and work capabilities.
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The wave of start-ups in Vietnam has accumulated its momentum since the beginning of the twenty-
first century and has surged over the last five years (Thi Hong Lien, 2021), with 72% of business owners
starting up in their 30s (VCCI, 2016), the most robust age for entrepreneurship after several years of
experience from paid jobs (Azoulay et al., 2020). Therefore, under 30 is the best time to learn and
experience to prepare for a business start-up.

However, most of the current studies on entrepreneurial intention focus on students to explore
the potential determinants of their entrepreneurial intention (Doanh, 2021; Nguyen Anh Tuan et al.,
2019; Nguyen Cuong, 2015; Nguyen Xuan Truong, 2020). Students’ lack of experience in the labour
market and the business environment makes the investigation of the determinants among this de-
mographic group not very practical and is exposed to a significant limitation. Meanwhile, the more
potential entrepreneurs with real experience at work and in the business environment, young work-
ing people have not been thoroughly examined in the literature. There has been some research on
this demographic group (Mihalcea et al., 2012; Blaese et al., 2021; Li et al., 2022); however, most
studies focused on examining the individual perception of characteristics suitable for entrepreneur-
ship as the precedents of entrepreneurial intention regardless of such objective external factors as
current employment. A possible explanation for this research gap is that students are more easily
accessed for data collection than working people.

This gap in the literature leads to the following research question: Do working people’s perceptions
of their employment affect their start-up intention? Understanding objective factors related to the
current paid jobs affecting individual entrepreneurial intention can assist organisations and businesses
in designing appropriate jobs to retain talents and policymakers in taking measures to promote the
start-up trend among highly potential entrepreneurs.

Theoretically, this study fills in the research gap and contributes to the literature on entrepre-
neurship by providing new and challenging insights into the relationship between job satisfaction
and entrepreneurial intention that are in contrast to traditional views. It also demonstrates the
usefulness of using combined theories to investigate the relationship of entrepreneurial intention
with both objective external factors related to the current paid jobs in coordination with well-re-
searched internal factors in previous studies.

The following sections will present the theoretical background, development of hypotheses, meth-
odology, findings, discussion and managerial implications, contributions, and limitations of the study.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

A career is a collection of individual choices throughout a person’s professional life with different
occupational possibilities (Costa et al., 2016), including paid jobs and self-employment. Adults can
also use their experience in career success as the basis for career transition planning (Gianakos,
1999). The transition from paid jobs to self-employment, such as starting up a business, is examined
under such theoretical models as the entrepreneurship event model, the theory of planned behav-
iour, and the job characteristics model which are briefly introduced below.

Shapero and Sokol (1982) developed entrepreneurship event model (EEM), a typical model for
entrepreneurial intention. They suggest that ‘inertia’ directs human behaviour until there are some
trigger events to disturb or displace it. In the case of entrepreneurs, ‘trigger events’ such as job
change or quit, marriage, divorce or migration, etc., are called ‘entrepreneurial events’ and can po-
tentially boost the entrepreneurship activities of individuals. In EEM, when the ‘entrepreneurial
events’ occur, the entrepreneurial intention can only arise when the entrepreneurial potential in-
cluding the perception of desirability, feasibility and propensity to act exists.

On the internal side of the intention, Ajzen’s theory of planned behaviour (1991) explores three
determinants of human behavioural intent: personal attitudes towards the behaviour’s outcomes,
subjective norms, and perceived behavioural control. In entrepreneurship, the expected outcomes
are well-being, autonomy, and community benefits (Jeno & Diseth, 2014). Ajzen’s perceived behav-
ioural control coincides with Shapero and Sokol’s views on feasibility.
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On the external side related to the paid job of employees’ intention, Hackman and Oldham’s (1980)
the job characteristics model stated that jobs can be designed with desirable characteristics to create
a work environment for high intrinsic motivation of employees. In this model, satisfied psychological
states play the mediation role, helping job characteristics to create expected outcomes of motivation,
satisfaction and work effectiveness and efficiency. Appropriate job characteristics may invoke three
psychological states: perceived work meaningfulness, perceived work responsibility and perceived
work results. To be motivational, a job must present at least one of the three characteristics of mean-
ingfulness, autonomy, and feedback. High intrinsic work motivation will promote job satisfaction and
then affect the behaviours of an employee at the workplace (organisation commitment).

The three theoretical models set the foundation for hypotheses connecting the following concepts:
entrepreneurial intention, job satisfaction, and attitude towards entrepreneurship.

Entrepreneurial intention is the psychological state of individuals that leads to their personal
choices of working for themselves rather than for someone else or organisations. From the psy-
chology science perspective, the entrepreneurial intention is the best predictor of start-up behav-
iour (Bagozzi & Bluedorn, 1989). An individual may have the potential to be an entrepreneur be-
cause of having competency and self-efficacy but may not transform such potential into entrepre-
neurship in the absence of start-up intention (Krueger Jr et al., 2000).

Job satisfaction is a combination of the psychological, physical, and environmental factors that makes
a person truthfully satisfied with his or her job (Hoppock, 1935). A person chooses a different job to seek
higher job satisfaction based on the compatibility between personal values and job characteristics. Ac-
cording to Douglas and Shepherd (2000), a person’s entrepreneurial choice occurs when one compares
starting a business with a best-paid job and concludes that the start-up can bring higher satisfaction based
on the coordination of income, risks, required efforts, and freedom. Other studies also present similar
findings on the predictability of job satisfaction on the entrepreneurial intention with proxies of intention
for quitting current jobs to start up a business (Eisenhauer, 1995; Lee et al., 2011; Watson et al., 1998).

With the view that attitude towards entrepreneurship is better at predicting entrepreneurial be-
haviours than personal traits or demographic features, Robinson et al. developed the entrepreneurial
attitude orientation scale (EAO) (Robinson et al., 1991). Generally, there are two approaches to the
nature of attitude. In the first approach, attitude is unidimensional and fully reflected in emotional
responses (Fishbein & Ajzen, 1977). The EAO was constructed based on the second view that attitude
is the combination of multi-faceted human reactions to things, including affection, cognition, and co-
nation. Cognition refers to the belief and thoughts of individuals about the target objects. Affection
includes either positive or negative emotions about the targets. Meanwhile, conation covers behav-
ioural intention and propensity to act in a particular manner toward the targets. Attitudes towards
entrepreneurship can change over time, depending on the personal perception of entrepreneurship-
related factors based on work experience and personal experience (Lee & Wilbur, 1985).

Relation Between the Perception of Current Job Characteristics and Job Satisfaction

Job satisfaction can be considered a measure of fitness between individuals and their jobs, for example
when the job characteristics match the values that employees seek. In the presence of fitness, employ-
ees are motivated at work and then satisfied with their job. According to Weiner (2000), job satisfac-
tion depends on the work’s nature including work challenges, work autonomy, variety of working skills,
and the scope of work. The finding is identical to the studies on job satisfaction based on the job char-
acteristics model of Hackman and Oldham (1980) with three groups of factors described below.

The perception of work meaningfulness includes positive meaning at work, meaning created from
work, and motivation to create more significant meaning. The experienced meaningfulness at work is
the primary driver of a worker’s psychological state (Spreitzer, 1995), which leads to current-job satis-
faction and other consequences such as occupational commitment and organisational commitment.
In contrast, jobs that do not either require skill variety or allow for recognizing contribution to the
whole will reduce the awareness of meaningfulness. The absence of meaningfulness creates negative
sentiment at work and decreases life well-being, then reduces job satisfaction and generates the in-
tention to find a new job as a replacement. The arguments result in the following hypothesis:
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H1: The perception of current work meaningfulness has a positive impact on the current job
satisfaction of young working people.

The perception of work responsibility is related to autonomy at work. An individual with a high
perception of control can have high expectations of autonomy at work, reflected in the assigned au-
thorities during operations. The perception of control is regarded as one of the potential variables with
impacts on entrepreneurial intention in many studies in various contexts over different demographic
groups. Perception of control overlaps with one of the aspects of perceived personal performance
(Jeno & Diseth, 2014). A job with low responsibility and no empowerment can reduce work motivation
and job satisfaction. It leads to the following hypothesis:

H2: The perception of current work responsibility has a positive impact on the current job satis-
faction of young working people.

The perception of work results refers to the degree to which a job provides directional and trans-
parent information about employees’ work effectiveness and efficiency. The more specific and trans-
parent the goals are, the easier it is to appraise work performance (Locke & Latham, 1984). Through
work results, individuals can assess if they have achieved critical milestones, and such achievements
promote job satisfaction in general. Besides, the perception of work results is related to work feedback.
Perception of job satisfaction is established based on a comparison between individual self-defined
objectives and actual performance recognised in a feedback process. A well-feedbacked job with the
results that can be perceived clearly will improve the employees’ intrinsic motivation by satisfying their
needs for achievement, increasing their job satisfaction. It results in the following hypothesis:

H3: The perception of current work results has a positive impact on the current job satisfaction
of young working people.

The Relationship Between Current Job Satisfaction and Entrepreneurial Intention
of Young Working People

Job satisfaction can be identified as an ‘entrepreneurial event’ in the EEM. Current job dissatisfac-
tion can trigger potential desires and capabilities of entrepreneurship and urge individuals to com-
mit entrepreneurial acts (Gilad & Levine, 1986). Eisenhauer (1995) confirmed that employees have
motivation for a start-up when the current job provides lower satisfaction than the potential start-
up. Besides, entrepreneurship is considered a risky career choice that can produce greater gains.
However, based on the human psychology of comparing gain and loss, Kahneman (1979) found that
low current job satisfaction can be interpreted as a loss due to not meeting the values that individ-
uals seek, and this induces individuals to choose riskier career choices such as entrepreneurship.
Many other studies on entrepreneurial intention share the conclusions on the adverse impacts of
job satisfaction on entrepreneurial intention (Jeong & Choi, 2017; Noorderhaven et al., 2004;
Werner et al., 2014). These lead to the following hypothesis:

H4: Current job satisfaction has a negative effect on the entrepreneurial intention of young
working people.

Moderation Effect of Attitude Towards Entrepreneurship on the Relationship
Between Job Satisfaction and Entrepreneurial Intention

According to the EEM, job satisfaction can be considered a potential entrepreneurial event. Current
job dissatisfaction will be followed by such behaviours as the loss of organisational commitment
and job commitment, quitting a job, and finding an alternative. Then start-up can be an alternative
professional choice; it replaces the inertia of the current job. However, in that case, the entrepre-
neurial intention arises only when young people already have entrepreneurial potential, in which a
positive attitude towards entrepreneurship or entrepreneurial desire is one of the most critical po-
tential factors. Therefore, the attitude towards entrepreneurship is expected to moderate and en-
hance the transition from current job dissatisfaction to the entrepreneurial intention of young
working people. It results in the following hypothesis:
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H5: Attitudes toward entrepreneurship moderate the relationship between the current job sat-
isfaction and entrepreneurial intention of young working people.

The five hypotheses mentioned above form the proposed research model in Figure 1.

Perception of Attitudes to
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current work Yy » Entrepreneur
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current work
results (KQ)

Figure 1. The proposed research model
Source: own elaboration.

RESEARCH METHODOLOGY

Measurements

To measure factors in the research model, the authors utilised scales developed in previous studies
with similar target respondents and contexts. The scale of perception of work meaningfulness (YN)
was selected from the research by Steger et al. (2012). It includes six observable variables of the posi-
tive meaning of the job itself (a meaningful career), the meaning created by the job (contribution to
personal growth, contribution to life’s meaning, help in understanding self) and the motivation to cre-
ate greater meaning (make sense of the world around).

Perception of work responsibility (TN) was measured by Walsh et al. (1980) scale with three
variables about respondents making many decisions, having a say in decisions affecting their jobs,
and right to decide how to do with the jobs.

Perception of work results (KQ) was measured by four observable variables on the scale of
Zondag (2004). Examples are having a good idea of whether one person is doing a good job, being
confident about results, and being aware of the performance. One statement was in the reversed
form of ‘I regularly wonder whether this work produces any results.’

The current job satisfaction (HL) scale with three items is referred to Lee et al. (2011). The items
were ‘satisfied with current job,” ‘look forward to going to work every morning,” and one in reversed
form of ‘often think about quitting current job.’

Attitude toward entrepreneurship (TD) was measured by five observable variables. The statements
referred to entrepreneurship as ‘beneficial,” ‘pleasant,” ‘worthy,” ‘good,’ and ‘enjoyable.” The meas-
urement was about the expectation of the potential outcomes of entrepreneurship.

Entrepreneurial intention (YD) included three observable variables from the scale of Yang et al.
(2015). The variables were ‘start my own business in the near future,” ‘have established an entre-
preneurial plan and going to execute it in the near future,” and one reversed statement of ‘not
engage in activities related to entrepreneurship in the near future.’ The scale reflects respondents’
capability to conduct behaviours in the future.

The final questionnaire included observable variables in the format of statements. Respondents were
asked to assess their levels of agreement with the statements on a five-point Likert scale (1 — totally
disagree, 5 — totally agree). The reverse technique was used for three variables of KQ2, HL3, and YD2.
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Demographic information as control variables consisted of education, areas of occupation, gender,
family background, and regional culture. These variables were selected based on findings from previ-
ous studies with the same dependent variable and compatible target respondents. For example, en-
trepreneurship-related education has a positive effect on the entrepreneurial intention of young peo-
ple (Doan Xuan Toan & Phan Thi Thu Hien, 2020; Hunjra et al., 2011). Moreover, higher education
specialisation influences entrepreneurial intention. Based on social identity theory, Maresch et al.
(2016) found that people with an education background in science, engineering, and technology have
lower intention to establish businesses than people in economics and business. The current area of
occupation has a similar effect. In terms of gender, men are more likely to start-up businesses than
women, especially in Vietnam, where Asian ideology is prevalent, and there are many psychological
and social barriers to women doing business (Nguyen Cuong, 2018). Moreover, a family business back-
ground is a booster for young people to start up because of their inheritance and early-life experience
with family business interaction (Schoon & Duckworth, 2012).

Moreover, regional culture also influences entrepreneurial intention as community values affect
the individual perspectives of entrepreneurship (Nguyen et al., 2009). In particular, people in the South
of Vietnam are more generous and open-minded; the Southern culture is strongly Westernised and
inclusive. Therefore, values favourable to entrepreneurship, such as autonomy, achievement, and in-
dividual performance, are well respected, which makes people have sympathetic views of business
start-ups. In contrast, the Northern and Central regions have a long tradition of agriculture cultivation;
people there respect collectivism, avoid uncertainty and highly appreciate the ‘Yin character’ (Tran
Ngoc Them, 2001). Such a culture is not a suitable environment for entrepreneurial intention.

Sample and Data Collection

Data were collected by convenience sampling technique with an online questionnaire for respondents
from Ho Chi Minh City within a month (from April to May 2021). The authors sent out the online link
to the prepared questionnaire to their professional networks in Ho Chi Minh. The respondents had to
sign up using an email address to access and complete the questionnaire.

Data Analysis

After data preparation, the authors conducted descriptive statistics, measurement reliability tests,
confirmatory factor analysis (CFA) and structural equation modelling (SEM) analysis for the research
model. Although there are no significant differences in analysis between AMOS and PLS-SEM in
SmartPLS (Purwanto et al., 2020), PLS-SEM is more appropriate for less stringent data. Moreover,
AMOS with CB-SEM encounters an issue of auto-splitting data in the case of continuous moderating
variables, which reduces the significance of moderating effect. This problem is solved by PLS-SEM in
SmartPLS (Aguinis, 1995). Besides, because of the better capacity for illustration of moderating varia-
ble analysis in SmartPLS 3.0, the study used both AMOS and SmartPLS 3.0 to ensure cross-checking for
analysis reliability and visual presentation of results.

RESULTS AND DISCUSSION

The survey received 430 responses, with 310 respondents (72%) among the targeted group of young
working people, of which 272 were valid responses. The demographic description of the respondents
is presented in Table 1. In the sample, women (175 people, accounting for 64.3%) were double the
number of men (97, equivalent to 35.7%). Participants from Southern provinces accounted for 61%,
and 39% from the North and the Central regions. The sample structure was representative of the
actual population of Ho Chi Minh City, the most significant metropolitan in Vietnam, with immigrants
from around the country. In total, 43% of participants had family members running businesses. Par-
ticipants with an education background in natural sciences and engineering/technology or business,
economics, and finance accounted for the most considerable proportions of 43.8% and 38.6% re-
spectively. This structure is in line with official statistics of university students’ structure in the year
2016-2017 published by the Ministry of Education and Training; the two sectors account for 35.3%
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and 30.1%, respectively. Significant numbers of participants worked in business, economics, finance
or engineering and manufacturing sectors, accounting for 40.4% and 31.3% respectively, which is in
line with the labour demand structure in Ho Chi Minh City in the year 2020 according to official
statistics. Therefore, the research sample is representative.

Only 20.2% of the participants were already attending entrepreneurship courses. Therefore, it
was evident that entrepreneurship training was not widely implemented in the post-high-school
education system in Vietnam.

Table 1. Demographic description of the research sample

Description Values Percentage Comments
Male 35.7% |The number of women is nearly
Gender
Female 64.3% |double that of men.
The North 11.0% |Appropriate with the survey in
The South 61.0% |Ho Chi Minh City with a large

Regions of origin L
g J number of immigrants from all

1 0,
The Central region 28.0% over the country of Vietnam.
Natural sciences and engineering /technology 43.8% |Relatively compatible with the
Social sciences and humanities, education 12.1% |structure of formal university
Qualifications/ Business — Economics — Finance 38.6% |students in the academic year
Education Arts 0.4% |2016-2017 in statistics by the
Ministry of Education and Train-
Health 51% |. . .
ing in Vietham.
Public administration — Public services 7.0%
Education and training 8.1% A it ith the lab
IT (Information Technology) 2.9% ppropriate WI, € 'a 9ur
Sectors - - - market demand in Ho Chi Minh
. Business — Economics — Finance 40.4% S
of current jobs Engineering/Manufacturin 31.3% City in the 2020 Report on La-
&l Ing, utacturing =2 __lbour Market.
Law 7.4%
Environment/ Agriculture 2.9%
Entrepreneurial Attended 20.2% |Entrepreneurship training has
P o yet to be implemented in the
courses Never attend 80.1% . .
higher education.
Family back- Family members doing business 43.0% _
ground No family members doing business 57.0%

Source: own study.

The assessment of scale reliability shows that most scales had Cronbach’s alpha over 0.7 (from
0.742 to 0.905) and the corresponding corrected item-total correlations of over 0.5. Only variable KQ1
had a low corrected item-total correlation value (0.462 < 0.5), and its drop does not significantly affect
Cronbach’s alpha and the significance of the scale of work result perception. Therefore, it was removed
(then Cronbach’s alpha changed from 0.742 to 0.722). Consequently, the set of scales after dropping
KQ1 was qualified to implement confirmatory factor analysis (CFA).

Confirmatory Factor Analysis (CFA)

Figure 2 shows the qualified goodness of fit of the research model with the sample size of over 200 and
12-30 observable variables (Hair, 2019) with x2/ df. = 2.093 < 3; TLI =0.913 > 0.9; CFl = 0.933 > 0.9; 0.03
< RMSEA =0.052 < 0.08. Therefore, the proposed model was appropriate for the collected data.

The quality of observable variables was guaranteed with standardised regression weights of over
0.5 (from 0.505 to 0.916) and statistically significant (P-value < 0.05).

Standardised factor loadings of observable variables of each factor were all over the recommended
threshold of 0.5. The composite reliability (CR) of the factors ranged from 0.769 to 0.909, greater than
0.7 (Table 2). Therefore, the six factors in the proposed model were qualified for reliability.
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Figure 2. The CFA analysis results
Source: own elaboration.

The average variance extracted (AVE) values of the six latent variables ranged from 0.529 to
0.693, greater than the threshold of 0.5 (Table 2), so the six factors of the research model were
qualified for convergent validity.

The maximum shared variance (MSV) of the factors were lower than their corresponding AVE. Be-
sides, the square root of the AVE of each factor was higher than its inter-construct correlations (Table
2), which showed the discriminant validity of the six latent variables in the model.

Therefore, the proposed model was appropriate with the collected data and valid to test hypoth-
eses with the results below.
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Table 2. Factor validity in CFA analysis
Factor CR | AVE | MSV | MaxR(H) YN D YD HL TN KQ

YN 0.869 |0.526 |0.504 |0.873 0.725

TD 0.909 |0.667 |0.498 |0.918 0.184** 0.817

YD 0.869 |0.688 |0.498 |0.878 0.199** |0.706*** |0.830

HL 0.871 |0.693 |0.504 |0.881 0.710*** |0.198** |0.292*** |0.833

TN 0.769 |0.529 |0.324 |0.788 0.569*** |0.414*** |0.361*** |0.559*** |0.727

KQ 0.773 |10.544 10.395 |0.870 0.478***|0.151* |0.183* |0.628*** |0.492*** |0.738

Note: T p <0.100; * p < 0.050; ** p <0.010; *** p < 0.001
Source: own study.

Model Test by PLS-SEM

Figure 3 presents the testing results of the structural equation model using PLS-SEM by SmartPLS 3
(Ringle et al., 2015). According to which, the model is fit with valid indicators surpassing critical thresh-
olds: SRMR = 0.065 < 0.08 (Hu & Bentler, 1999); x2/ df. =3.27 < 5; NFI=0.812 (approaching 1) (Lohmal-
ler, 1989). Constructs of YN, TN, and KQ explain 49.9% of the variance of job satisfaction (HL), and the
model can explain 44.5% of the variance of entrepreneurial intention (YD) (Table 3).

An estimation utilising Bootstrapping technique with 1,000 sub-samples showed that the modera-
tion of attitude (TD) was not statistically significant (p-value = 0.943>0.05), therefore, the hypothesis
H5 was rejected. In an SEM analysis with a moderation effect, the moderator appeared twice: firstly,
in the form of an independent variable with a direct effect on the dependent variable (TD) and sec-
ondly, in the form of an interaction between the moderator and the other independent variable
(HL*TD). However, the direct impact of attitudes on the entrepreneurial intention of young working
people was significant (p < 0.05) with an estimated coefficient of 0.623.

Constructs of perceived meaningfulness YN, responsibility TN, and the results KQ of current jobs
have a direct and positive effect on job satisfaction HL. Among which, the perceived meaningfulness
YN had the most significant impact (0.418), followed by perceived results KQ (0.316) and perceived
responsibility TN (0.129). Consequently, hypotheses H1, H2, and H3 were accepted.

Table 3. Parameters of PLS-SEM model and research hypothesis testing

Hypothesis testing results Model parameters

Relation Estimates P Values Hypothesis C.onclusmn Adjusted R? HL 0.499
HL->YD 0.263 0.000 H4 Rejected YD 0.445
HL*TD -> YD -0.002 0.943 H5 Rejected SRMR 0.065
KQ -> HL 0.316 0.000 H3 Accepted d_ULS 1.181
TD->YD 0.623 0.000 - - d_G 0.441
TN -> HL 0.129 0.014 H2 Accepted Chi-Square 704.611
YN -> HL 0.418 0.000 H1 Accepted NFI 0.812

Source: own study.

Moreover, the relationship between job satisfaction HL and entrepreneurial intention YD was
also significant (0.263, p-value = 0.000). Table 4 presents the significant mediating relations (p-value
< 0.05). Therefore, the current job satisfaction HL mediates the positive effects of perception of
meaningfulness YN, responsibility TN, and the results of KQ of current jobs on entrepreneurial in-
tention YD of young working people. However, with the hypothesis of a negative effect of job satis-
faction on entrepreneurial intention, hypothesis H4 was rejected, and this significant relation invited
explanation in the discussion.

Control variables of entrepreneurship education and family’s business background had no im-
pact on entrepreneurial intention, with T-test p-value of 0.474 and 0.685, respectively. However,
gender had a significant effect with higher entrepreneurial intention among men over women (p-
value = 0.022 < 0.05).
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Table 4. Assessment of indirect effect in the research model

Relation Original Sample Mean | Sample Mean |Standard Deviation | T Statistics | P Values
YN = HL-> YF 0.110 0.110 0.031 3.517 0.000
TN > HL-> YD 0.034 0.034 0.017 2.022 0.043
KQ - HL-> YD 0.083 0.083 0.027 3.111 0.002

Source: own study.

Data of regions of origin, qualifications, and sectors of current jobs were re-organised to ensure
the minimum of 30 items in each subgroup (Ross, 2019). The ANOVA test showed that regional culture
and qualification in terms of higher education majors had no effect on entrepreneurial intention (with
a p-value of 0.876 and 0.143, respectively). Nevertheless, the Welch test showed a significant differ-
ence (Sig. = 0.003 < 0.05) among different work sectors; post hoc analysis with the Tamhane test with
a significance of 0.05 indicated that the entrepreneurial intention of workers in engineering, manufac-
turing, and technology was higher than that of other groups. Thus, the sector of current jobs impacts
the entrepreneurial intention of young working people.

Thus, the constructs of perception of work meaningfulness, results, and responsibility positively
affect current job satisfaction with the explanation of nearly 50% of variance, just as suggested by
Hackman and Oldham (1980). The perception of work meaningfulness has a positive effect on job sat-
isfaction (B = 0.418), which is similar to previous studies on the work values that generation Y (1980-
1999) desire. Berkup (2014) and Hershatter and Epstein (2010) suggest that people of Generation Y
have working motivation when they can feel meaningfulness and responsibility at work. The values go
beyond professional qualifications toward a work-life balance (Hershatter & Epstein, 2010).

Perception of work results had a positive effect on job satisfaction (f = 0.316), which is in line with
one of the outstanding characteristics of the young generation as reported in the study by Berkup
(2014). Young people expect work feedback as a guarantee that they are going in the right direction
and making progress (Hershatter & Epstein, 2010). Moreover, the under-30 age group is used to struc-
tured and guiding feedback like scores, comments on their education (Jusoh et al., 2011). They con-
sider feedback as a sign of being recognised by the community (Korn, 2010), and it helps meet their
demand for precise appraisal and a competitive work environment (Berkup, 2014).

Perception of work responsibility has a positive effect on job satisfaction (B = 0.129), similar to the
findings of Berkup (2014), in which young people demand autonomy in their jobs and companies’ is-
sues and expect that their personal opinions are needed to handle tasks related to them. Schawbel
(2012) stated that Generation Y wants to work for a good cause and contribute to the organisation’s
development. The research findings with a high average score (greater than 3.5) of work responsibility
support the idea that young people want to work in an environment with a certain autonomy.

Current job satisfaction has a positive impact on the entrepreneurial intention of young working
people, in contrast with the findings of previous studies (Blaese et al., 2021; Li et al., 2022). Using
data from 39,394 employees from 27 countries and in a variety of occupations, Li et al. (2022) confirmed the
negative relationship between job satisfaction and entrepreneurial intention through the lens of new institu-
tional theory. Blaese et al. (2021) strengthened this support with research on academics and their
spin-off intention in Switzerland. However, the unexpected result corresponds with the findings of
Schjoedt and Shaver (2007), in which first-time entrepreneurs were more satisfied with their previ-
ous paid jobs than those who do not start up a business. Entrepreneurs or potential entrepreneurs
are usually more optimistic and active than others; they have to adapt to risks and uncertainty
brought about by creating a new business (Busenitz & Barney, 1997). In other words, optimistic and
active people tend to experience higher job satisfaction (Isen & Baron, 1991).

With the aspects reflected by the scale used in this study, the current job satisfaction construct
also represents the personal perception of respondents’ start-up competencies. The high perception
of personal competencies can strengthen and enhance entrepreneurial intention by the mediation
of the perception of behavioural capabilities, which is corresponding to the theory of planned be-
haviour (TPB) (Ajzen, 1987).
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According to Orlando et al. (2021), entrepreneurial intention originates from the search for oppor-
tunities for employment with higher status in emerging economies. In Vietnam, an emerging country,
it is certain that competent individuals can choose start-up business to achieve a higher career status.

Besides, high current job satisfaction in the survey shows that respondents were ‘over-satisfied’
with what their current jobs bring. It may mean that young people think they have ‘overcome’ chal-
lenges and are ready to replace their current jobs with new ones to seek new challenges. As D’Amato
and Herzfeldt (2008) concluded, young generations (Generations X and Y) will only be committed to
organisations in the presence of learning and personal development opportunities. After that, en-
trepreneurship, which offers more learning potential as it is highly challenging and risky, will be the
most suitable alternative. Besides, generation Y has lower organisational commitment than older
people (Hoole & Bonnema, 2015); and they even have the idea of ‘no company’ (Dries et al., 2008).
Despite jobs with high satisfaction, young people still desire to be their own boss with a self-secured
career instead of being dependent on organisations.

The attitude toward entrepreneurship had no moderating effect on the relationship between
current job satisfaction and entrepreneurial intention, but it had a direct and positive impact on the
entrepreneurial intention of young people. The findings are consistent with Ajzen’s theory of
planned behaviour (1987).

CONCLUSIONS

The research findings show that perception of work meaningfulness, responsibility, and results posi-
tively affect job satisfaction. In turn, current job satisfaction is the mediator among positive effects of
perception of job characteristics on entrepreneurial intention. The findings contribute to the
knowledge background on factors promoting job satisfaction and entrepreneurial motivation of young
working people. Managerial implications are recommended for employers, organisations assisting the
start-up ecosystem, and training institutions to reach their corresponding managerial goals.

Managerial Implications

As the results of the three predictors of job satisfaction show, to increase employees’ satisfaction, organ-
isations should design meaningful jobs with appropriate empowerment and frequent, transparent work
appraisal. Jobs ought to include in their design many opportunities for learning, professional develop-
ment, and life-skill-development as young people appreciate the values that jobs bring to the community
and society. Leaders and managers should apply a democratic style, listen to opinions to make final de-
cisions, assign jobs together with specific authorities, and appraise based on job performance. Feedback
for jobs should be clear and transparent. However, an organisation should also create an intra-entrepre-
neurial working environment to take advantage of the employees’ start-up intention and keep the tal-
ents. Employees should have opportunities to start-up ventures in the workplace.

For the education sector and organisations responsible for promoting the start-up ecosystem, it is
necessary to provide entrepreneurial knowledge in the education system to gradually improve the
attitudes toward entrepreneurship. In parallel, organisations can build orientation programs and train-
ing courses on entrepreneurial skills for this group to develop suitable entrepreneurial qualities.

Contributions, Limitations, and Further Studies

This research answered the research question ‘do working people’s perceptions of their employment
affect their start-up intention?’ in a way that challenges the theoretically and empirically supported
notion that higher job satisfaction decreases employees’ intention to start up and vice versa. Apart
from determining the impacts of work-related factors on job satisfaction, the study discovered the
positive effect of current job satisfaction on the entrepreneurial intention of young working people.
This finding can be explained by the characteristics of personalities, needs, and job orientation of the
respondents who were part of Generation Y. However, it is recommended to conduct further studies
with carefully selected and more representative respondents to test the relationship.
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The research made some significant contributions; however, limitations are unavoidable in
terms of the gender structure of respondents and the survey scope of Ho Chi Minh City, which
affected the generalisation capacity. Nonetheless, it was consistent with the fact that women are
more likely to respond to the survey than men. Further studies should utilise a large sample with a
more balanced gender structure.

Personality attributes greatly affect entrepreneurial determination (Ciavarella et al., 2004). There-
fore, in the presence of opportunities, some people will have the motivation to transition to a start-
up, while others choose to stay with their paid jobs for their whole working life (Wijethunge et al.,
2020). The participation of those with no entrepreneurial motivation in the study can create bias in
the findings. Future studies should focus on respondents with entrepreneurial transition potential to
well-isolate the effects of current job satisfaction on entrepreneurial intention.
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ABSTRACT
Objective: To contribute to a better understanding of the factors that influence university students’ confi-
dence in their ability to engage in entrepreneurial behaviours.
Research Design & Methods: Participants were 1741 first-year students (792 women, 949 men) from two
Spanish universities (Mage = 18.76, SD = 1.82). They were enrolled in degree programmes in two broad fields:
engineering and architecture, and social sciences and law. Using a quantitative cross-sectional design, we ob-
tained measures of creative self-efficacy, leadership self-efficacy, and entrepreneurial self-efficacy.

Findings: Results showed that both leadership self-efficacy and creative self-efficacy predicted entrepreneurial
self-efficacy, although creative self-efficacy was the variable that contributed most to the expected change in
entrepreneurial self-efficacy. There were also differences in entrepreneurial self-efficacy according to gender and
field of study, with students enrolled in a technical field and men in general scoring higher. Mediation-modera-
tion analysis showed that creative self-efficacy mediated the relationship between gender and entrepreneurial
self-efficacy, and also that the field of study buffered the effect of gender on entrepreneurial self-efficacy.

Implications & Recommendations: The results of this study showed that entrepreneurial self-efficacy is pre-
dicted by creative self-efficacy and leadership self-efficacy, and hence both these variables should be ad-
dressed by training initiatives aimed at promoting entrepreneurship among undergraduates, particularly
among young women. Moreover, our results highlighted the importance of taking into consideration individ-
uals’ educational backgrounds when analysing students’ entrepreneurial self-efficacy.

Contribution & Value Added: This research contributes to the literature on entrepreneurship by identifying
factors that influence the entrepreneurial self-efficacy of university students. The findings highlight the im-
portance of considering creative self-efficacy when analysing students’ entrepreneurial development. Further-
more, we show that creative self-efficacy has a mediating effect on the association between gender and en-
trepreneurial self-efficacy, and also that this relationship is moderated by students’ fields of study. Overall,
these results suggest that reinforcing the creative self-efficacy of women could help to close the gender gap
in entrepreneurial self-efficacy. It might also be useful to design specific training initiatives for undergraduates
enrolled in social sciences, the aim of which would be to foster an entrepreneurial culture and encourage them
to recognize their potential role as entrepreneurs.
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INTRODUCTION

Entrepreneurial competence is regarded as one of the key factors underpinning self-realization, em-
ployability, citizen participation, and social inclusion (European Union, 2019). It is defined as the ability
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to transform opportunities and ideas into products and services of value, and it has been linked to
innovation and socioeconomic growth (Nowinski et al., 2019). As a result, there is growing interest
among researchers in understanding what leads individuals to pursue an entrepreneurial career (Nabi
et al., 2015; Newman et al., 2019). Identifying variables that may influence the development of entre-
preneurial competence is especially important in the case of young adults who are embarking upon
higher education (Newman et al., 2019; Obschonka et al., 2017). A better understanding of the factors
influencing university students’ entrepreneurial competence would help to institutionalise entrepre-
neurial culture and to inform emerging research on entrepreneurship (Al-Mamary & Alshallaqi, 2022).

One issue of particular interest concerns students’ beliefs about their entrepreneurial capabilities,
that is to say, their entrepreneurial self-efficacy (Newman et al., 2019; Nowinski et al., 2019). The no-
tion of entrepreneurial self-efficacy is informed by social cognitive theory and it refers to the degree
of confidence that individuals have in their ability to perform tasks and roles associated with entrepre-
neurship (Chen et al., 1998). Research suggests that people who are more confident in this respect are
more likely to pursue an entrepreneurial career (Newman et al., 2019). A close relationship was simi-
larly found between high levels of entrepreneurial self-efficacy and behaviours associated with entre-
preneurship (Dempsey & Jennings, 2014; Hmieleski & Corbett, 2007).

Regarding the variables that may influence the development of entrepreneurial self-efficacy
among university students, it is important to recognise that this capability is underpinned by different
kinds of self-efficacy (Fuller et al., 2018). For instance, research found that creative self-efficacy is an
important precursor of creative effort and performance (Mathisen & Bronnick, 2009), and in the en-
trepreneurial context, it was shown that a person’s creative confidence beliefs play a key role in deci-
sions about whether or not to embark on an entrepreneurial career (Fuller et al., 2018). Furthermore,
a number of recent studies (Fuller et al., 2018; Naz et al., 2020) examined the relationship between
leadership and stronger entrepreneurial self-efficacy. In the education context, albeit the variables
capable of influencing entrepreneurial activity (Skare et al., 2022), were generally studied separately.
The present study seeks to address this gap by analysing the influence of both creative self-efficacy
and leadership efficacy on students’ confidence in their ability to engage in entrepreneurship.

In addition to examining how students’ confidence in their ability to become entrepreneurs may be
shaped by different types of self-efficacy, it is also necessary to consider the role of their field of study
(Teixeira & Forte, 2015). One of the most influential models for studying educational and occupational
choices is the social cognitive career theory (Lent & Brown, 2019). According to it, people’s professional
and academic decisions are determined by various contextual factors, one of which is self-efficacy (Ban-
dura, 1997; Lent & Brown, 2019). However, studies of entrepreneurial intentions conducted in the higher
education setting tend either to include business students only or fail to consider (and therefore control
for) the possible influence of the field of study (Teixeira & Forte, 2017; Tsang, 2019).

Furthermore, in view of the considerable evidence of a gender difference in the intention to become
an entrepreneur, with women being less likely than men to report such intentions (Dempsey & Jennings,
2014), another aim of the study was to analyse gender differences in students’ entrepreneurial self-effi-
cacy. A recent report by the Global Entrepreneurship Monitor (GEM, 2019) highlighted the gender gap
that exists in the early stages of business development, which in the European Union is reflected in the
fact that women are less likely than their male peers to embark upon an entrepreneurial career
(OECD/European Union, 2019). This inequality was linked to sex-role stereotypes within the entrepre-
neurial world (Ahl, 2006; Alsos et al., 2013), a phenomenon that has been observed among European
MBA students (Mueller & Conway Dato-on, 2013) and which has the potential to affect women’s entre-
preneurial self-efficacy and intentions. In recent decades, various studies have examined gender differ-
ences in entrepreneurial self-efficacy. Some of these studies, carried out in a higher education context,
found that women have on average lower levels of entrepreneurial self-efficacy than men (Dempsey &
Jennings, 2014; Wilson et al., 2009), a finding replicated in a Spanish context (Diaz-Garcia & Jiménez-
Moreno, 2010). However, other studies have observed no gender differences in entrepreneurial self-
efficacy among university students (Mueller & Dato-On, 2008; Zhao et al., 2005). It has been suggested
that these inconclusive results are due to insufficient consideration of context (Ng & Fu, 2018), as well as
to the multifaceted nature of entrepreneurial self-efficacy (Fuller et al., 2018; Nowinski et al., 2019).
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With the aforementioned issues in mind, the primary goal of this study was to explore different
factors that might influence university students’ confidence in their ability to engage in entrepreneurial
behaviours. Understanding more about these relationships would help in designing specific training
initiatives aimed at improving students’ entrepreneurial competence.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

Entrepreneurial competence is one of the basic meta-skills that young people need to develop to suc-
ceed in modern society (Halberstadt et al., 2019). It is important to note that this competence goes
beyond the ability to create innovative organizations. As the European Union indicates (2019), entre-
preneurship also implies the development of other skills such as creativity and the sense of initiative,
skills that play a key role in a person’s professional development (Lans et al., 2014) and which are
crucial to fostering an entrepreneurial culture (Edwards-Schachter et al., 2015). The importance of
these skills is further underlined by the impact that technology has on our ways of working (OECD,
2019a), a tendency that has intensified during the COVID-19 pandemic (Giones et al., 2020). As several
authors point out (Newman et al., 2019; Obschonka et al., 2017), entrepreneurial competence could
help future generations to manage these social changes. Similarly, the OECD (2019b) considers that
fostering entrepreneurial behaviours among students can help them not only to be better prepared
when confronted with uncertainty but also to develop a greater sense of self-worth. Accordingly, and
given the implications that entrepreneurial competence has for a person’s future performance at work
and as a member of society, there is growing interest in how it might be developed within the educa-
tional setting, especially within higher education (Nowinski et al., 2019).

An important aspect to consider here concerns people’s self-perception beliefs, which according
to social cognitive theory play a key role in motivation and goal attainment (Bandura, 1997). These
self-efficacy beliefs have been defined as the degree to which a person has confidence in their ability
to perform a task successfully in a given context (Bandura, 1997). When faced with an academic or
professional challenge, the person’s level of self-efficacy will influence their decision to confront the
challenge, as well as their level of motivation, preparation, and perseverance in doing so (Bandura et
al., 1997). This is why the aforementioned social cognitive career theory (Lent & Brown, 2019) high-
lights the central role that self-beliefs play in occupational development.

Entrepreneurial Self-efficacy

Entrepreneurial self-efficacy refers specifically to person’s confidence about their ability to perform
the various tasks and roles relevant to entrepreneurship (Newman et al., 2019; Zhao et al., 2005).
Research found that people with higher entrepreneurial self-efficacy show stronger entrepreneurial
intentions and are more confident in their ability to develop viable business ventures (Gubik, 2021;
Newman et al., 2019; Zhao et al., 2005). This pattern of relationships was also observed among uni-
versity students (Diaz-Garcia & Jiménez-Moreno, 2010; Lanero et al., 2016), in the case of whom stud-
ies have specifically found that self-efficacy promotes an entrepreneurial mindset (Wardana et al.,
2020) and mediates the impact of entrepreneurial education on intentions (Nowinski et al., 2019). A
close relationship between high entrepreneurial self-efficacy and social entrepreneurial intent was
also reported in college students (Barton et al., 2018).

Creative Self-efficacy

Creativity has been considered the key factor in the development of entrepreneurial competence,
because of its role in the identification of possible business opportunities (Ko & Butler, 2007) and in
driving organizational innovation (Ip et al., 2018). In this context, the notion of creative self-efficacy,
defined as a person’s beliefs about their ability to produce creative outcomes (Tierney & Farmer,
2002) became the topic of increasing interest among researchers (Karwowski & Lebuda, 2018), not
least following the Covid-19 pandemic (Gonzalez-Tejero et al., 2022). This relatively recent line of
research has revealed associations between creative self-efficacy and creative development at both
the individual (Robbins & Kegley, 2010) and team level (Shin & Eom, 2014). Importantly, this rela-
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tionship was observed in different contexts, including education (Mathisen & Bronnick, 2009; Rob-
bins & Kegley, 2010), where there is empirical evidence of differences in perceived creativity across
students from different degree programmes (Alvarez-Huerta et al., 2019). In the field of entrepre-
neurship, studies found that individuals high in creative self-efficacy are more likely to explore cog-
nitively the idea of becoming an entrepreneur (Fuller et al., 2018).

Leadership Self-efficacy

In addition to creativity, research also highlighted the importance of leadership as a precursor to entre-
preneurial activity (Fuller et al., 2018; Obschonka et al., 2017; Redmond et al., 2017). Although a consid-
erable body of research produced numerous definitions of leadership (Gandolfi et al., 2017), it is gener-
ally viewed as a social process through which one person exerts influence over others in order to guide,
structure, and facilitate goal achievement and interactions (Yukl, 2006). According to Huszczo and Endres
(2017), leaders need a high level of self-awareness. As for leadership self-efficacy, this has been identified
as one of the key variables regulating leader functioning in a dynamic entrepreneurial environment
(McCormick, 2001). Leadership self-efficacy refers to a person’s confidence in their ability to lead others
(Dwyer, 2019), and in general, higher leadership self-efficacy has been linked to better leader perfor-
mance and to more interest and effort towards becoming a better leader (Huszczo & Endres, 2017).

Therefore, given that different kinds of self-efficacy beliefs appear to underlie entrepreneurial
self-efficacy (Fuller et al., 2018), one of the hypotheses we examined in the study was that both
creative self-efficacy and leadership self-efficacy will predict entrepreneurial self-efficacy among
first-year undergraduates.

Self-efficacy, Entrepreneurship, and Gender

Currently, there is a clear gender gap when it comes to entrepreneurial activity (Wieland et al., 2019)
and within the European Union women are less likely than men to embark upon an entrepreneurial
career (OECD/European Union 2019). Research in this field found that lower entrepreneurial self-
efficacy is associated with less propensity towards entrepreneurship and vice versa (Newman et al.,
2019), hence it was hypothesised that women engage in fewer entrepreneurial activities, because
they have less entrepreneurial self-efficacy than men (Kickul et al., 2008). Furthermore and in addi-
tion to the role played by low entrepreneurial self-efficacy, various studies have shown that men tend
to report higher creative self-efficacy than women (Karwowski, 2011; Zhou et al., 2012). However,
not all authors have found differences in this respect (Zhang & Zhou, 2014). Similarly, some authors
reported that women are less confident than men about their leadership capabilities (McCormick et
al., 2002; Sheppard, 2018), whereas others found no gender differences in this area (Huszczo & En-
dres, 2017). As noted earlier, it was suggested that these inconclusive results are due to insufficient
consideration of context (Ng & Fu, 2018). Accordingly, the primary goal of the study was to address
the need for research in this field beyond the English-speaking world. In Spain, the stereotype of the
male entrepreneur appears to persist (Lifian et al., 2022), therefore, we hypothesised that male stu-
dents in the Spanish universities where this study was carried out will score higher than women on
entrepreneurial self-efficacy, creative self-efficacy, and leadership self-efficacy.

Given that various studies (Diaz-Garcia & Jiménez-Moreno, 2010; Lanero et al., 2016) found a pos-
itive correlation between students’ entrepreneurial self-efficacy and their entrepreneurial intentions,
and in light of the well-documented gender gap in entrepreneurial activity (GEM, 2019), it is important
to understand more about gender differences in entrepreneurial self-efficacy, especially as the findings
to date are inconclusive. As noted earlier, entrepreneurial self-efficacy is underpinned by other types
of self-efficacy, such as creativity and leadership (Fuller et al., 2018; Tantawy et al., 2021), Moreover,
there is recent evidence that women’s perceived confidence to discover, create and use entrepreneur-
ial opportunities can influence their decision to start an entrepreneurial career (Huang et al., 2022). It
is therefore of interest to examine the extent to which students’ confidence in their ability to generate
new ideas and to take the lead in implementing them is influenced by sex-role stereotypes that persist
within the entrepreneurial context (Mueller & Conway Dato-on, 2013). Accordingly, we hypothesise
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that the relationship between gender and entrepreneurial self-efficacy will be partially explained by
the mediation effect of creative self-efficacy and leadership self-efficacy.

A related issue to consider here is that entrepreneurship has traditionally been associated with
the so-called hard sciences (natural science or physics), as opposed to the soft sciences (social sci-
ences) (Pilegaard et al., 2010; Rafiei et al., 2019). Given that perceived self-efficacy plays a decisive
role in career choice (Lent & Brown, 2019), this association may also be reflected in different levels
of self-efficacy among students from different fields of study. In this regard, some authors have
noted that students’ entrepreneurial potential is rarely addressed outside of business or manage-
ment programmes (Vazquez-Burguete et al., 2012). However, very few studies have examined the
relationship between the field of study and students’ confidence in their creative, entrepreneurial
and leadership abilities (Teixeira & Forte, 2017). Some hypothesise here that students enrolled in a
technical field (engineering and architecture) will score higher than their peers from the social sci-
ences on entrepreneurial self-efficacy, creative self-efficacy and leadership self-efficacy.

Importantly, this issue of field of study interacts with gender, insofar as women are less likely
to pursue STEM subjects (i.e. science, technology, engineering, and mathematics) in higher educa-
tion (Wegemer & Eccles, 2019). It has been argued that this is partly a consequence of the negative
impact that gender stereotypes have on women’s self-perceptions of their ability to follow certain
career paths (Tellhed et al., 2017). Interestingly, studies conducted in what have traditionally been
regarded as male subject areas, such as engineering, have found that women students in these
fields score higher on self-efficacy than women from other degree programmes (Sax & Newhouse,
2019). Accordingly, one would also expect to find greater entrepreneurial self-efficacy among
women who enrol in science, mathematics, or engineering degrees, in comparison with their peers
studying within the social sciences. If this proved to be the case, it would suggest that the field of
study has a moderator effect on the relationship between gender and entrepreneurial self-efficacy,
and this is the fifth hypothesis examined in the present study.

This Study

Fostering the kinds of self-efficacy required for entrepreneurial competence is clearly an important
task for higher education systems (Vazquez-Burgete et al., 2012) and given that this competence has
been associated with more skilled and more successful professionals, as well as with higher life sat-
isfaction, it is important that we understand more about the variables that underpin its development
(Al-Mamary & Alshallagi, 2022). However, despite its importance for young people and their future,
there have been few initiatives within universities aimed at promoting entrepreneurial competence
among students, especially from a gendered perspective and in those subject areas that have not
traditionally been linked to entrepreneurship, that is, social sciences, law, and humanities. In our
view, this is in part due to an insufficient understanding within higher education of the variables that
may lead to greater entrepreneurial competence. With regard to our own cultural context, strategies
to promote entrepreneurship are not yet implemented across the board at Spanish universities, alt-
hough there are increasing calls to promote entrepreneurship as a competence among the country’s
higher education students (Vicens et al., 2022).

The present study aims to make three main contributions to the literature on entrepreneurship.
The first is to elucidate in more detail how entrepreneurial self-efficacy is influenced by both creative
self-efficacy and leadership self-efficacy. As Newman et al. (2019) point out, it is crucial to identify the
factors that underpin entrepreneurial self-efficacy, a variable that has been shown in recent studies to
play the key role in students’ entrepreneurial development (Gubik, 2021; Doanh, 2021). Our second
goal here is to analyse gender differences in entrepreneurial self-efficacy and to examine whether this
relationship is mediated by creative self-efficacy and leadership self-efficacy. The acknowledged gen-
der gap in the field of entrepreneurship underlines the importance of understanding more about why
women engage less than men with entrepreneurial ventures (Reissova et al., 2020). Finally, we will
examine whether the relationship between gender and entrepreneurial self-efficacy is influenced by
the field of study. Analysing how the development of entrepreneurial self-efficacy is shaped by these
different factors is an essential first step towards designing strategies aimed at encouraging students
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to follow an entrepreneurial career or to exhibit entrepreneurial behaviour in different work contexts.
The specific study hypotheses were as follows:

H1: Creative self-efficacy and leadership self-efficacy will both predict entrepreneurial self-effi-
cacy among first-year undergraduates.

H2: Male students will score higher than their female peers on entrepreneurial self-efficacy, cre-
ative self-efficacy, and leadership self-efficacy.

H3: Therelationship between gender and entrepreneurial self-efficacy will be partially explained
by the mediation effect of creative self-efficacy and leadership self-efficacy.

H4: Students enrolled in a technical field (engineering and architecture) will score higher than
their peers from the social sciences on entrepreneurial self-efficacy, creative self-efficacy,
and leadership self-efficacy.

H5: The field of study will have a moderator effect on the relationship between gender and
entrepreneurial self-efficacy.

RESEARCH METHODOLOGY

Participants were 1741 first-year students (792 female, 949 male students) from two universities in
northern Spain. They were aged between 17 and 27 (mean = 18.76, SD = 1.82) and were enrolled in
degree programmes in either a technical field (engineering and architecture, n = 683) or the social
sciences (social sciences and law, n = 1058).

Measures

Entrepreneurial self-efficacy. It was assessed using four items developed by Zhao et al. (2005) to measure
self-efficacy in relation to specific entrepreneurial tasks. Respondents are asked to indicate on a five-
point Likert scale how confident they are (1 = no confidence; 5 = complete confidence) in their ability to
identify business opportunities, create new products, think creatively, and commercialize an idea or new
development (e.g. ‘How confident are you in your present readiness for successfully identifying new busi-
ness opportunities?’). In the present sample, McDonald’s w coefficient of reliability was 0.68.

Creative self-efficacy. It was measured using the three-item instrument developed by Tierney
and Farmer (2002) to assess employees’ perceived capacity for creative work. Each item (e.g. ‘I
have confidence in my ability to solve problems creatively’) is rated on a seven-point Likert scale
ranging from 1 (Totally disagree) to 7 (Totally agree). The instrument has been widely used in edu-
cational settings and it has shown good psychometric properties (Robbins & Kegley, 2010). Internal
consistency in the present sample was 0.65 (McDonald’s w).

Leadership self-efficacy. It was assessed using three items developed originally by Singer (1991)
and employed subsequently in studies by Paglis and Green (2002) and Bobbio and Manganelli (2009),
showing positive correlations with other measures of leadership self-efficacy. Each item (e.g. ‘If you
were in a leadership position, how effective do you think you would be as a leader?’) is rated on a
seven-point Likert scale. Internal consistency in the present sample was 0.88 (McDonald’s w).

Procedure

In order to maximize statistical power for detecting effects of reasonable magnitude, we first determined
the optimum sample size using G*Power (Faul et al., 2007). The calculation indicated that for linear bi-
variate regression: two groups, with a difference between slopes of 0.015 and power of 95%, a minimum
sample of 1446 participants (723 men and 723 women) would be needed. We then used convenience
sampling to recruit students from the aforementioned two universities during the 2018-2019 and 2019-
2020 academic years. This approach means that the study design was cross-sectional.

Data were then collected using the three instruments described in the previous section, each
of which was hosted online in the form of a single survey. The research team explained to students
the nature of the study and how to access the survey. It was made clear to them that participation
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was voluntary and that all data would remain confidential in accordance with current Spanish leg-
islation to this effect. The study protocol was reviewed and approved by the research ethics com-
mittees of both universities.

Data Analysis

The statistical analysis involved four steps. Firstly, we performed descriptive and bivariate correlation
(Pearson) analyses for all variables of interest. We then conducted a linear regression analysis to ex-
amine the effect of creative self-efficacy and leadership self-efficacy on entrepreneurial self-efficacy
(H1). Next, we performed a multivariate analysis of variance to determine whether gender and the
field of study had an influence on creative self-efficacy, leadership self-efficacy, and entrepreneurial
self-efficacy (H2 and H3). Finally, we developed a moderated mediation model to test the possible
mediator effect of creative self-efficacy and leadership self-efficacy on the relationship between gen-
der and entrepreneurial self-efficacy (H4) and to examine whether this relationship was moderated by
field of study (H5). The model was tested using maximum likelihood estimation and 10000 bootstrap-
ping samples at 95% confidence intervals. All data analyses were performed using Mplus 7.4 (Muthén
et al., 2016). The conceptual framework of the moderated mediation model is shown in Figure 1.

Creative self-
efficacy

Field of study

Entrepreneurial
self-efficacy

Gender

Leadership self-
efficacy

Figure 1. Conceptual framework of the moderated mediation model
Source: own elaboration.

RESULTS AND DISCUSSION

The results of the descriptive analysis are shown in Table 1.

In the bivariate correlation analysis, entrepreneurial self-efficacy showed positive and significant
correlations of moderate magnitude with both creative self-efficacy (r = 0.50; p < 0.01) and leadership
self-efficacy (r = 0.33; p < 0.01). The analysis also revealed a positive and significant correlation of
moderate magnitude between creative self-efficacy and leadership self-efficacy (r = 0.35; p < 0.01).
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Table 1. Descriptive statistics for the total sample and by gender

Variables Total - N =1741 Female - N =792 Male - N =949
Age, M (SD) 18.76 (1.82) 18.44 (1.60) 19.03 (1.94)
Entrepreneurial self-efficacy, M (SD) 14.46 (2.38) 14.21 (2.46) 14.67 (2.29)
Creative self-efficacy, M (SD) 15.45 (2.04) 15.21 (1.98) 15.65 (2.06)
Leadership self-efficacy, M (SD) 15.07 (2.97) 15.02 (2.96) 15.10 (2.99)
Field of study, % (N)
Social sciences and law 60.77 (1058) 74.37 (598) 25.63 (203)
Engineering and architecture 39.23 (683) 49.42 (469) 50.58 (480)

Source: own study.

In order to test whether creative self-efficacy and leadership self-efficacy predicted entrepre-
neurial self-efficacy, we performed a multiple linear regression analysis; firstly, in the total sample
and then for male and female students separately. In the total sample, the linear model obtained
after testing the assumptions of linearity, non-collinearity, independence, normality, and homosce-
dasticity explained 28% of the variance in entrepreneurial self-efficacy. The results showed that both
creative self-efficacy (6 = 0.443, z = 22.278, p < 0.0001) and leadership self-efficacy (8 = 0.170, z =
7.881, p < 0.0001) predicted entrepreneurial self-efficacy, thus confirming, as expected, that the
higher the creative self-efficacy and leadership self-efficacy, the higher the entrepreneurial self-ef-
ficacy. The standardized regression coefficients indicated that creative self-efficacy was the variable
that contributed most to the expected change in entrepreneurial self-efficacy. Accordingly, creative
self-efficacy accounted for more of the overall fit (17.14%) than leadership self-efficacy, which had
a minimal impact in terms of reducing prediction errors (0.25%).

The same pattern of results was observed when performing the analysis by gender. Among male
students, both creative self-efficacy (6 = 0.417, t = 15.186, p < 0.0001) and leadership self-efficacy (8 =
0.213,t=7.798, p < 0.0001) predicted entrepreneurial self-efficacy. Female students’ scores on entre-
preneurial self-efficacy were likewise predicted by both creative self-efficacy (6 = 0.457, t = 15.728, p
< 0.0001) and leadership self-efficacy (6 = 0.130, t = 4.049, p < 0.0001).

We then performed a multivariate analysis of variance to determine whether gender and the field of
study had aninfluence on creative self-efficacy, leadership self-efficacy, and entrepreneurial self-efficacy.
The results of the MANOVA showed that gender had a statistically significant effect on the scores ob-
tained on both entrepreneurial self-efficacy, F (1,1735) = 4.362; p = 0.037, and creative self-efficacy, F
(1,1735) = 11.434; p = 0.001. No significant effect was observed for leadership self-efficacy. The effect
size associated with gender differences in all three cases was low (Hedges’ g male-remale = 0.19, 0.22 and
0.03, respectively). These results indicate that although male students showed more entrepreneurial
self-efficacy and creative self-efficacy than their female peers, the differences were small in magnitude.

Regarding the field of study, scores on entrepreneurial self-efficacy differed significantly according
to whether students were enrolled in engineering and architecture or social sciences and law, F
(1,2735) =10.123; p = 0.001. However, the field of study did not have an effect on creative self-efficacy
or leadership self-efficacy. The effect size associated with the difference in means was small in all cases
(HedgeS’ g Engineering and Architecture-Social Sciences and Law = 0.16,0.13 and 0.07, respectively).

In order to examine the fit of the measurement model derived from the set of instruments used,
we performed a confirmatory factor analysis (CFA), using the robust maximum likelihood method for
parameter estimation. The proposed model yielded acceptable fit indices: y*[32] = 402.411; p < 0.001;
CFl = 0.933; TLI = 0.905; RMSEA [90% CI] = 0.082 [0.075; 0.089]; SRMR = 0.053. Measurement invari-
ance by gender was also confirmed.

Regarding mediation effects, it can be seen in Figure 2 that gender had a statistically significant
indirect effect on entrepreneurial self-efficacy via creative self-efficacy, 8 = 0.25, 95% CI [0.111;
0.408]. These results indicate that the difference between male and female students in entrepre-
neurial self-efficacy is partially explained by the higher creative self-efficacy of males. It should be
noted that neither the main effect of gender on leadership self-efficacy nor the main effects of the
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field of study on creative self-efficacy and leadership self-efficacy were statistically significant. Nei-
ther was there an interaction effect of gender and field of study on creative self-efficacy or leader-
ship self-efficacy. Non-significant results were similarly obtained when analysing possible interac-
tion effects of creative self-efficacy and field of study on entrepreneurial self-efficacy, and of lead-
ership self-efficacy and field of study on entrepreneurial self-efficacy. These effects were therefore
eliminated from the final model as they did not improve the overall fit (4y2 = 7951.371, Adf = 3).
The resulting model showed a good fit: x?[2] = 4.405; p > 0.05.; CFl = 0.966; TLI = 0.984; RMSEA
[90% CI] = 0.026 [0.000; 0.060]; SRMR = 0.009.

Creative
self-efficacy

b =0.44,p =0.0001 b =0.58, p=0.0001

b=1.07, p = 0.0001

Entrepreneurial
Path ¢’ g self-efficacy

Gender

b=0.62, p=0.0001

b =-0.68, p =0.001
Field of study

Gender*Field
of study

Figure 2. Statistical form of the conditional process model (moderated mediation)
Note: total effect, b = 1.33, 95% Cl [0.194; 0.693]; indirect effect, b = 0.25, 95% CI [0.111; 0.408].
The direction of the arrows represents the direction of the assumed causal flow.

The total effect of gender is the difference observed between the means
for entrepreneurial self-efficacy in the two groups (men/women).

The indirect effect of gender on entrepreneurial self-efficacy is part
of the difference in entrepreneurial self-efficacy between men and women
resulting from the mediation process that is captured by the product
of the non-standardized regression coefficients of Path a and Path b.

The direct effect, Path c’, estimates the difference in entrepreneurial self-efficacy
between males and females on average, independent
of the mediation process captured by the indirect effect.

Source: own elaboration.

Finally, the analysis showed a negative and statistically significant interaction effect of gender
and field of study on entrepreneurial self-efficacy (b = -0.68, z = -3.404, p < 0.001). As visible in
Figure 3, female students enrolled in engineering and architecture degrees scored higher on entre-
preneurial self-efficacy than did their female peers in social sciences and law, whereas the opposite
effect was observed among male students. This indicates that the field of study buffers the effect
of gender on entrepreneurial self-efficacy.
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Figure 3. Interaction effect of gender and field of study on entrepreneurial self-efficacy
Source: own elaboration.

CONCLUSIONS

The study aimed to contribute to a better understanding of the factors that influence the entrepre-
neurial self-efficacy of university students. Firstly, we examined whether creative self-efficacy and
leadership self-efficacy predicted entrepreneurial self-efficacy. As expected, the analysis revealed a
positive correlation between these three variables and more specifically that creative self-efficacy and
leadership self-efficacy predicted entrepreneurial self-efficacy. This result is consistent with the litera-
ture on the role played by creativity and leadership in shaping a person’s entrepreneurial profile (Gon-
zalez-Tejero et al., 2022; Skare et al., 2022). It also supports research showing how students’ confi-
dence in their entrepreneurial capabilities is underpinned by other types of self-efficacy (Fuller et al.,
2018; Tantawy et al., 2021), specifically in this case, creative self-efficacy and leadership self-efficacy.
Overall, our results suggest the need to address both creative self-efficacy and leadership self-efficacy
within training initiatives aimed at promoting the entrepreneurial competence of undergraduates. Im-
portantly, however, our analysis also showed that of the two variables it was creative self-efficacy that
contributed most to the expected change in entrepreneurial self-efficacy. This finding, in what to our
knowledge is the first study of its kind to be conducted outside the North American context, is in line
with previous reports that have emphasized the importance of creative self-efficacy as a driver of in-
novative behaviour and entrepreneurial confidence, as well as its influence on entrepreneurial deci-
sions and intentions (Fuller et al., 2018; Tantawy et al., 2021), suggesting that creative self-efficacy
should be considered the key competence of entrepreneurs.

As to why leadership self-efficacy was a less important predictor of entrepreneurial self-efficacy
than creative self-efficacy, the relative contributions of these two variables to perceived entrepre-
neurial competence have not, to our knowledge, been explored previously in undergraduates. An
interesting topic for future research would therefore be to explore how students understand lead-
ership within the entrepreneurship context.

Regarding gender differences, our findings support the notion that women have on average lower
levels of self-efficacy than men, which is in line with previous studies involving students from different
fields or at different stages of education (Dempsey & Jennings, 2014; Wilson et al., 2009), including
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students from Spain (Diaz Garcia & Jiménez Moreno, 2010). Although the effect size of these differ-
ences was fairly low, it is nonetheless an important finding, insofar as perceived self-efficacy is known
to play a decisive role in career choice (Lent & Brown, 2019). A more important fact is, perhaps, the
fact that the students we surveyed were already beginning their degree studies, which suggests that
not enough has been done to foster these young women'’s creative and entrepreneurial skills and
self-perceptions prior to university entry. In this respect, our results support the conclusions of a re-
cent report showing that, despite decades of efforts, there continues to be a gender gap in relation
to entrepreneurship (OECD/European Union, 2019). This underlines the importance of identifying not
only the factors that may influence the development of entrepreneurial competence among univer-
sity students but also the extent to which their confidence in their ability to generate new ideas and
to take the lead in implementing them might be influenced by sex-role stereotypes within the social
context (Mueller & Conway Dato-on, 2013; Ng & Fu, 2018).

Another objective of this study was to analyse the potential mediating role of creative self-
efficacy and leadership self-efficacy in the relationship between gender and entrepreneurial self-
efficacy. As far as we are aware, this has not previously been examined in the entrepreneurial lit-
erature. The results showed that the differences between men and women in entrepreneurial self-
efficacy are partially explained by the higher creative self-efficacy of men. According to Huang et
al. (2022), women’s entrepreneurship can be supported by strengthening their perceived capacity
to discover, create and make use of entrepreneurial opportunities. In this respect, our empirical
findings here suggest that promoting women’s confidence in their ability to engage in creative tasks
could go some way to closing the gender gap in entrepreneurial self-efficacy.

Contrary to expectations, we did not observe a mediation effect of leadership self-efficacy. Alt-
hough other authors found leadership to be a factor in the choice of an entrepreneurial career
(Obschonka et al., 2017), our results — in what to our knowledge is one of the first studies to spe-
cifically explore the relationship between leadership self-efficacy and entrepreneurial self-efficacy
— suggest that leadership self-efficacy is not the key variable when it comes to explaining gender
differences among undergraduates in entrepreneurial self-efficacy.

Moreover, the results support our fourth hypothesis regarding the influence of the field of study on
levels of self-efficacy, suggesting the need to include this variable in future analyses of students’ entre-
preneurial self-efficacy. Given that perceptions of self-efficacy play a role in career choice (Lent & Brown,
2019), the possible explanation for our findings is that social science and law students do not regard
entrepreneurship as being essential to their field. In this regard, it should be noted that research on en-
trepreneurship suggests that entrepreneurial activity has generally been ignored in non-technical fields
of study (Pilegaard et al., 2010), which could have a negative impact on the entrepreneurial vision and
attitudes of students (Vazquez-Burguete et al., 2012). In a similar vein, Rafiei et al. (2019) argue that
entrepreneurship has been more readily incorporated into technical disciplines such as engineering, as
opposed to the social sciences, despite the fact that the concept of entrepreneurship has emerged from
more socially oriented disciplines such as sociology, psychology, and economic and cultural anthropology
(Carlsson et al., 2013). These factors may explain, at least in part, why perceptions of entrepreneurship
differ across students from different fields of study (Schediwy et al., 2018). Whatever the case, the nature
of work in all productive sectors is changing (Giones et al., 2020; OECD, 2019), and hence it is important
to ensure that students from all backgrounds gain and recognize the value of confidence in their entre-
preneurial abilities. For students in fields not traditionally associated with entrepreneurship, this will
likely require the design and implementation of specific training initiatives aimed at fostering an entre-
preneurial culture and helping them to recognize their potential role as entrepreneurs.

A further contribution of the present study is that we examined whether the field of study had a
moderator effect on the relationship between gender and self-efficacy. The analysis revealed that
women enrolled in engineering and architecture degrees had similar scores on entrepreneurial self-
efficacy to their male peers, whereas women enrolled in social sciences and law degrees scored lower
on this variable. This illustrates how gender differences in entrepreneurial self-efficacy depend on the
field of study. These findings may partly be explained by the negative impact of gender stereotypes on
women’s self-perceptions of their ability to follow certain career paths (Tellhed et al., 2017), and in
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this respect, it should be noted that our results are consistent with previous studies showing that
women students who enter what has traditionally been regarded as male subject areas score higher
on self-efficacy than do their female counterparts from other disciplinary fields (Sax & Newhouse,
2019). The role of perceived self-efficacy in career choice (Lent & Brown, 2019) could also be relevant
here, insofar as female students who enrol in social sciences and law degrees may not perceive entre-
preneurial competence to be necessary for their future professional development.

The aforementioned findings have a number of practical implications. Unlike previous studies, we
have explored multiple factors that might influence university students’ future entrepreneurial activity,
providing a reference for research and relevant policy development. More specifically, we show, in a
sample of first-year undergraduates, that fostering students’ creative confidence may, in addition to be-
ing a relevant educational objective in itself, be a plausible strategy for promoting their entrepreneurial
self-efficacy. Our results also suggest the need to design specific educational interventions to improve
women’s confidence in their entrepreneurial capacity. Efforts should also be made to highlight the value
of entrepreneurship in academic fields with which it has not traditionally been associated.

The present study has a number of limitations. Firstly, the sample was recruited from just two Spanish
universities and hence it is unclear to what extent the results are generalizable. Although we sought to
address this limitation by including a considerable number of students from different disciplines, further
studies in other knowledge areas, universities and countries are required to confirm the validity of our
findings. A related limitation and possible source of bias is the fact that our data were derived from two
cohorts of first-year undergraduates. Future research would therefore need to gather data from a wider
variety of groups. In this respect, a longitudinal design would be useful not only to confirm the validity of
the present findings but also to examine how students’ perceptions of their entrepreneurial abilities
evolve across the course of their university studies. It would also be interesting to explore the contextual
factors associated with higher entrepreneurial self-efficacy. The research focused on observing the real
entrepreneurial behaviours of undergraduates is likewise important for examining the role of self-effi-
cacy in predicting their actual behaviour in non-professional contexts.
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ABSTRACT
Objective: The objective of the article is to identify challenges and success factors related to the imitation of
the digital platform business model in other industries.
Research Design & Methods: We based our research on a single case study of an extra-industry imitation per-
formed by a digital platform operating in Poland that connects confectionery shops and final customers. The
case study was based on direct interviews conducted with the co-owners of the platform.
Findings: The results indicated that successful extra-industry imitation faced certain challenges, including the
different requirements of the new target industry and the related know-how, and attracting cooperating com-
panies and customers. The success of an extra-industry imitation was determined by specific success factors
linked mainly to prior experience regarding the digital platform business model, business relationships with
technology/IT suppliers and companies from the new target industry, and personal competencies.
Implications & Recommendations: Formal and informal business relationships and cooperation are crucial for
extra-industry digital platform business model imitation. Moreover, specific personal relational competencies,
including willingness to learn and take risks, allow managers to respond successfully to market opportunities
and imitate digital platform business models in new industries.
Contribution & Value Added: The main contribution of the article lies in assessing the challenges managers
face during extra-industry business model imitation. In our model, we proposed a novel set of factors that
impacts the successful implementation of the imitation business model process in a new industry.
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INTRODUCTION

The emergence and proliferation of digital technologies have allowed, and sometimes even forced,
existing companies to innovate new ways of conducting business (Bouwman et al., 2018; Matarazzo et
al., 2021) by establishing increased connectivity between people, organizations, resources and across
entire industries (Rohn et al., 2021). This creates pressure on companies to revisit their business mod-
els —i.e. the way they operate and create value (Casadesus-Masanell & Zhu, 2013) — or even to develop
entirely new ones (Baden-Fuller & Haefliger, 2013). However, with new business models such as the
digital platform business model, which is emerging and rapidly gaining popularity across different in-
dustries (Simsek et al., 2022), it seems that in many cases the key to business model innovation is
imitation (Casadesus-Masanell & Zhu, 2013; Frankenberger & Stam, 2020). In other words, rather than
developing new digital business models from scratch, companies can utilize the existing solutions of
companies from other industries as recipes or blueprints of sorts, and adjust them to the specific con-
ditions of their field of business (Baden-Fuller & Haefliger, 2013). According to Enkel and Mezger
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(2013), extra-industry imitation is based on deconstructing and aligning the elements of the current
business model with their potential contribution to the new model value proposition in the new indus-
try. Business model imitation can serve as a method of business model innovation (Baden-Fuller &
Haefliger, 2013; Casadesus-Masanell & Zhu, 2013), particularly when it occurs between different in-
dustries, as in such cases the imitation is more likely to result in the development of novel, distinctive
business models (Amit & Zott, 2015; Frankenberger & Stam, 2020).

The existing scarce research on business model imitation tends to focus on methods of prevent-
ing imitation, rather than utilising it for innovation and developing new ventures (Frankenberger &
Stam, 2020; Shenkar, 2010). Existing research also does not provide examples of imitation which
tend to benefit both the imitating and the imitated side. As Frankenberger and Stam (2020) add,
‘there has been little research on whether business model imitation is a performance-enhancing
strategy in its own right’ (p. 101872). For such a question to be answered, the challenges and suc-
cess factors specific to this form of innovation development have to be explored.

To the best of our knowledge, no studies have tackled this subject, in particular with regard to
digital platforms. As a business model, digital platforms have been gaining a foothold in an ever-
increasing number of industries (Tauscher & Laudien, 2018), and revolve around creating value by
connecting independent actors through digital interfaces (Parker et al., 2016). Their absence in the
literature regarding business model imitation is surprising, as due to their digital nature, digital
platforms facilitate the transfer of applied technical solutions and business models to other com-
panies and even industries. In particular, research conducted so far has not yet tackled the subject
of the challenges and success factors of extra-industry digital business model imitation, which is
key if imitation is to lead to growth in new ventures.

To fill the above research gap, the article aims to identify the challenges and success factors
needed for the imitation of the digital platform business model in a new industry. Our article re-
sponds to calls by Frankenberger and Stam (2020) for further investigation in terms of ‘how entre-
preneurs search for and evaluate pre-existing business models before deciding which elements to
adopt’ (p. 101872). Additionally, by identifying the challenges and success factors that managers
may encounter during extra-industry digital platform business model imitation, we provide mana-
gerial recommendations for the successful implementation of digital platforms.

We based our research on the analysis of a single, exploratory case study (Eisenhardt & Graebner,
2007) of a digital platform provider that imitated its business model and adapted it from another in-
dustry that the co-owners had previous experience with. We used a qualitative approach as it allowed
for an in-depth analysis of the problem under investigation (Rajala & Tidstrom, 2017). The data was
collected through direct interviews conducted in the years 2015 and 2020-21.

We contributed to existing research on extra-industry business model innovation and imitation
(Enkel & Mezger, 2013; Frankenberger & Stam, 2020; Shenkar, 2010), and responded to calls for fur-
ther examination of the problem. Our main contribution lies in assessing the challenges managers face
during extra-industry business model imitation. In our model, we proposed a novel set of factors that
impact the successful implementation of the imitation business model process in a new industry.

The article is structured as follows. In the first section, we will discuss the subject of imitation as a
method of business model innovation and relate it to the digital platform business model. Then, we
will present the methodology of our study. The following section will be dedicated to the case analysis
and the results of our research. Next, we will provide a detailed discussion of the results and their
theoretical and practical implications. The article will end with concluding remarks.

LITERATURE REVIEW

Business Model Innovation

The concept of the ‘business model’ is an important part of business jargon and has garnered a great
deal of attention from scholars in the management literature (Amit & Zott, 2015; Casadesus-Masanell
& Zhu, 2013). Business models can either serve as model organisms utilised in the process of scientific
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investigation or as recipes or blueprints that companies can use to experiment with, change, refine, or
re-invent the way their businesses operate (Baden-Fuller & Haefliger, 2013).

Business model innovation constitutes the implementation of a business model that is new to the
firm (Bjorkdahl & Holmén, 2013; Rachinger et al., 2019), and which changes the way it creates and cap-
tures value (Berends et al., 2016). Therefore, consistent with the dominant understanding of innovation
derived from The Oslo Manual (OECD, 2005), such innovation does not need to introduce changes new
to an entire industry or the whole world; it is sufficient for the novelty to pertain only to a particular
company. That being said, it does not exclude the possibility that business model innovation entails the
development of brand-new solutions that are revolutionary on a wider scale (Foss & Saebi, 2017). More-
over, just as the scale of the innovation can differ between cases, the degree of changes to a company’s
business model resulting from business model innovation can also vary (Rachinger et al., 2019).

The Digital Platform as a Business Model

Business model innovation can be tied to broader technological innovations. This relationship works
in two ways. On the one hand, the choice of business model largely determines which technologies
are developed, applied, and monetised by the company, and how it is done. On the other hand,
technological innovations themselves determine and outline the possible directions for business
model innovation (Baden-Fuller & Haefliger, 2013) leading to the optimisation or transformation of
existing business models and sometimes to the emergence of entirely new ones (Loebbecke & Picot,
2015). A prominent example of the latter is the digital platform business model enabled by digital
technologies (Simsek et al., 2022; Tauscher & Laudien, 2018).

Digital platforms rely on digital technologies to connect independent actors (people, organisations
and resources) to provide consumers with access to products and services (Bartosik-Purgat, 2019;
Parker et al., 2016), giving rise to constantly evolving business ecosystems (Teece, 1997). Whereas
traditional businesses achieve competitive advantage through control over scarce, valuable, inimita-
ble, and organisation-specific resources, in the digital platform business model, a company does not
require direct control over such assets, instead facilitating transactions through its network of actors,
the interactions between them, and the exchange of information (Rohn et al., 2021). The value
emerges from different resources — those owned by the company, and those shared, or from outside
the ecosystem — coming together in various combinations (Liu, 2017; Yablonsky, 2018).

Digital Platform Business Model Imitation

One way of conceptualising business models is to treat them as recipes that companies can use to
develop their businesses — either by implementing some aspects of a given model or incorporating it
in its entirety (Baden-Fuller & Haefliger, 2013). As such, the existing business models of one company
can be imitated by other organisations — either from the same industry or a completely different one.
Thus understood business model imitation can serve as a valid method of business model innovation
(Baden-Fuller & Haefliger, 2013; Casadesus-Masanell & Zhu, 2013; Frankenberger & Stam, 2020). In
the case of extra-industry imitation, the imitating company does not have to face the additional chal-
lenge of differentiating itself from the competitor it is imitating (Frankenberger & Stam, 2020),
whereas intra-industry business model imitation can make it hard for a company to achieve a clearly-
defined competitive advantage (Frankenberger & Stam, 2020; Porter, 1991).

Despite the above, as noted by Frankenberger and Stam (2020), existing research on business
model imitation tends to focus on methods of preventing imitation (Pisano & Teece, 2007), rather
than utilising it to innovate and develop businesses. To remedy this, they proposed and tested a
theoretical model of extra-industry business model imitation, which posits that business model imi-
tation leads to business growth if two conditions are met: 1) the imitating company utilises novel
technologies, and 2) its founders possess some degree of experience in the (new) industry, which
allows them to adjust the business model to its unique growth opportunities.

A digital platform as a business model may prove somewhat unique in terms of imitation. As stated
by Frankenberger and Stam (2020): ‘to understand when business model imitation increases venture
growth, we need to consider how new ventures combine replicated business models with other re-
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sources and capabilities’ (p. 101872). This can potentially be less challenging in the case of digital plat-
forms, as these do not have to rely exclusively on their resources, but rather facilitate transactions be-
tween distinct actors that provide resources of their own. This in turn creates a competitive advantage
that is hard to imitate (Rohn et al., 2021). At the same time, digital platforms themselves rely on fairly
uniform and standardised technology, such as mobile payment solutions (which themselves are often
provided through other digital platforms), which in turn can make it easier to ‘follow the recipe’ while
establishing the architecture of the new digital platform (Pil & Cohen, 2006; Tiwana et al., 2010). This
potentially limits the importance of technological innovativeness during the imitation process of the dig-
ital platform business model. Last but not least, the advantage of business model imitation partially stems
from stakeholders potentially already being familiar with and understanding business models that al-
ready exist in other industries (Frankenberger & Stam, 2020). This is particularly relevant concerning dig-
ital platforms due to their presence in various industries (Tauscher & Laudien, 2018) making it substan-
tially easier for potential business partners or consumers to understand this business model and accept
it within the context of a new industry. Conversely, due to the uniqueness of the digital platform as a
business model in terms of its reliance on independent actors and their resources, the disruptiveness of
the adoption of such a business model can be fairly high. The need to switch from managing one’s re-
sources to orchestrating inputs from different actors may require a different set of competencies from
managers and employees, thus, making the process potentially more challenging for the company.

RESEARCH METHODOLOGY

We based our analysis on an exploratory case study (Rajala & Tidstréom, 2017), which is advised for the
analysis of phenomena that previous research provides little or no knowledge on. We used a case study
as it allowed for an in-depth investigation of the problem and observation of the holistic (e.g. single-
unit ) phenomena in detail (Dubois & Gadde, 2014) and provided an understanding of processes that
are embedded in a specific context (Ratajczak-Mrozek et al., 2018). Case studies are especially recom-
mended for industrial marketing research (Easton, 1998) as they allow the researcher to investigate
the in-depth, complex, and constantly changing interactions that take place in business relationships
during cooperation (Dubois & Gadde, 2014). This is enabled by comparing, using, and adopting differ-
ent data or insights on the issues investigated (Kamalaldin et al., 2020), as well as by using ‘the unique
advantage of getting insight into the internal logic of a group, organization or culture’ (Ciechanowski
et al., 2020, p. 323). The case selection was purposeful as we wanted to investigate the extra-industry
imitation of a digital platform business model. We analysed Alpha digital platform provider set up by
managers who used to work for Omega digital platform provider but in a different industry.

The data for the case study came from six semi-structured interviews. The first interview was con-
ducted in 2015 with the CEO of Omega platform. The interviewed CEO set up a new platform in 2015
already after conducting the first interview. We decided to investigate the process of business model im-
itation in 2020. The time gap allowed us to grasp and assess the whole process of business model imita-
tion, including the decision, the initial phase of developing and the later phase of running the platform. As
a result, in the years 2020-2021, we conducted five more interviews with two co-owners of the analysed
digital platform (one being the former CEO of Omega platform). We stopped the interviews when we
reached data saturation, meaning that additional interviews would not bring any new information to our
study. As we wanted to determine the challenges and success factors that are needed to imitate the digital
platform business model in a new industry, we focused our questions on the specifics of the particular
digital platform and its business model, as well as elements of the platform and business model that were
imitated and/or newly developed by the Alpha co-owners when setting up the new venture.

The interviews were conducted personally (face-to-face) or via an internet communicator (for de-
tails see Table 1). All the interviews were conducted by at least two members of the research team.
The interviews were recorded, transcribed, and used as the basis for further analysis. To decrease sub-
jectivity, the transcripts were read separately by each researcher and then discussed. Additionally, we
applied data triangulation (Kamalaldin et al., 2020) by using an array of different sources of infor-
mation, including the interviews themselves, external data (e.g. information from company profiles)
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and internal data (financial statements of the analysed company, internal instructions and a network
picture prepared by the co-owner of one of the analysed companies).

Table 1. Overview of interview details

Company name Position of interviewee Method of interview | Interview time | Year
Omega digital platform |CEO (now co-owner 1in Alpha) |personal (on-site) 2 hrs. 10 mins 2015
Co-owner 1 personal (on-site) 1hr 30 mins 2020

Co-owner 1 Skype 1hr 50 mins 2020

. Co-owner 1 Skype 1hr 20 mins 2020

Alpha digital platform Co-owner 2 Skype 2 hrs. 2020
Co-owner 2 Skype 33 mins 2020

Co-owner 1 Skype 1hr 40 mins 2021

Source: own study.

As part of the analysis, we coded the transcripts based on common words, phrases and terms
used in the interviews (Kamalaldin et al., 2020). Initially, we coded the challenges mentioned during
the process of digital platform business model imitation, as well as the elements of the Franken-
berger and Stam (2020) model of extra-industry business model imitation needed for business
growth, that is (1) utilisation of novel technologies by the imitating company and 2) founders’ expe-
rience in the new industry. However, we then conducted a second round of coding as we identified
success factors of extra-industry digital platform business model imitation that were not mentioned
in the Frankenberger and Stam (2020) model (Table 2).

RESULTS AND DISCUSSION

The unit of analysis was Alpha, a digital platform from Poland that is an intermediator between confec-
tionery shops and end customers. Via the platform, customers may order a cake (from a standardised
offer) and add personalised elements (such as a candle or an inscription on the cake). After payment, the
order is sent to the nearest (in terms of place of delivery), formally independent confectionery shop. After
two days in most cases, the cake is delivered in boxes labelled with Alpha logo to the order destination.

The Alpha platform was set up in 2015 by two co-workers: a former CEO and former Omega’s
manager. Omega is the Polish branch of a Swedish digital platform offering flower delivery. Platform
customers choose a bouquet from a standardised offer and customise it with personal dedication.
When payment is confirmed, the order goes to the nearest (in terms of place of delivery) formally
independent flower shop. The order is realised within two hours (if it is placed before 5 p.m.). The
letter cards attached to the delivered bouquets and any additional documents are labelled with the
Omega logo. It took Omega some time to convince customers to order bouquets on the internet.
The same was true for convincing the owners of flower shops, but as the Omega CEO at that time
(and now co-owner 1 of Alpha) underlined, ‘florists also see that the phone is already a channel that
is dying out.” Moreover, digital solutions offer reliability, as an order that is put into the system pro-
vided by the digital platform provider is always there, and authorised employees have access to it at
any time. On the technical side, the digital platform business model included solutions connected to
accepting orders from customers, distributing orders to florists, providing the method of payment
and issuing collective invoices for florists. On the florists’ side, using the platform is highly intuitive
and there is no need to have a good knowledge of IT solutions.
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Table 2. List of codes used for the analysis

1st circle codes

(from . 3rd circle
2nd circle codes
Frankenberger & codes
Stam, 2020)
o Relationships with previous technology/IT suppliers when imitating plat- Business re-
The utilisation of . P P gv/ PP &P . .
. form business model lationships
novel technologies —— - - - .
e . Similar technologies (e.g., programming language, IT processes) applied in |with tech-
by the imitating . L .
compan the imitated and imitating business model nology/ IT
pany Personal relationships with previous IT suppliers suppliers
The utilisation of similar technology in the imitated and imitating business
model Pri .
Self-confidence due to the experience gained in imitated digital platform rior experl-
, . TR - - ence regard-
Founders’ experi- |Fundamental similarities between the foundations of both business models ing digital
ence in the new in- |(reliance on emotions and symbolism) g dig
- - - - P - —platform
dustry Experience with overcoming cooperating partners’ resilience during the dig- business
itisation of a traditional business model model
Experience with overcoming end customer’s resilience to buy online tradi-
tional products
Learning from the companies from the new target industry Business re-
Knowledge sharing with business partners on market trends and business Ia?lonshlps
. with compa-
- solutions X
nies from
Cooperative approach towards conflict resolution and day-to-day opera- |the new tar-
tions get industry
Assistance in case of unexpected problems, also outside of the usual work-
i Personal
ing hours
- competen-

Ability to develop business relationships with limited face-to-face contact
Ability to resolve tensions and day-to-day problems
Differences in the production cycle and standards of production (impossibil- |Different re-

cies

ity of on-demand production and delivery) quirements
— of the new
Differences in the product durability/freshness target indus-
try
Unwillingness towards learning about a new industry Difficulty in
- Lack of business partners willing to share their know-how acquiring
knowledge
Lack of direct contact — reliance on trust Sourcing of
B The reluctance of business partners towards new distribution channels coopera.tlng
companies

Interacting with customers via digital challenges (need for a change in busi- |Difficulty in
- ness partner’s behaviours) acquiring
Final customers’ reluctance towards buying certain types of products online |customers

Source: own study.

The idea of offering cakes as an alternative to bouquets via a digital platform came to the Alpha
co-owners spontaneously, when they saw no suitable offer for men on the Omega digital platform.
Additionally, it was an opportunity to expand the offer as ‘even if you deliver the most beautiful bou-
quet to your mother on Mother’s Day, after some time, year after year, it ceases to be such a big
surprise’ (Alpha co-owner 2). The first orders of cakes were done via the Omega platform for Father’s
Day. The response exceeded expectations. The promising cake sales results via the Omega flower de-
livery digital platform, and previous experience with the digital platform was crucial element that
pushed the Alpha co-owners to set up a new business. As co-owner 2 admitted, ‘[working at Omega]
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gave me a lot of confidence and that’s why | was sure it was doable,” and co-owner 1 added, ‘we had
experience and know-how in a specific business model, which allowed us to launch the project quickly.’

Not long afterwards, the Alpha co-owners decided to imitate the Omega business model. This was
well accepted within Omega. Selling cakes (from the Alpha platform) on the Omega platform was seen
as an opportunity to expand the Omega offer. For Alpha, the possibility of offering cakes on the Omega
platform was seen as a new distribution channel. However, each platform wants to develop its main
products (flowers or cakes) as their core offer, as ‘the strength of our companies is in the specialization.
We want to be specialists in baking, they want to be specialists in flowers’ (co-owner 2). As co-owner
2 further explains, both platforms cooperate only to the extent that they consider effective and finan-
cially efficient, but they ‘do not get in each other’s way.’

From the technical point of view, the experience and know-how that the Alpha co-owners had
from the Omega digital platform allowed them to effectively create a new digital platform in a very
short time, as well as take effective action when promoting it on the internet. As co-owner 2 stressed,
‘the basic barrier for people who have an idea is how | will set up a website, who will do it, how much
it will cost me, what payments should | expect, how should | promote it, via which channels, whether
to hit Google Ads or organically promote the website... We already had answers to all these questions.’
The imitation of the digital platform business model involved technical solutions connected to accept-
ing orders, distributing orders, providing the method of payment and issuing collective invoices.

The business relationship and cooperation between the IT supplier (named Beta in the case study)
and the Alpha co-owners was valuable in the business model imitation. The same Beta IT supplier pro-
vided services for the Omega digital platform and Alpha wanted to use similar internet solutions to the
ones employed by Omega. The well-functioning cooperation framework that already existed (stem-
ming from the cooperation history in Omega) allowed for time-saving when discussing problems or
new solutions (‘if we say one word, one sentence, one phrase, this person (Beta) will know exactly
what we want’ co-owner 2). As underlined by both co-owners, some adaptations to the system were
induced by its use in a new industry, including different products, prices or new partner confectionery
shops. To manage the process of ordering cakes, co-owner 1 along with Beta created an IT system
which allowed confectionery shops to see the status of an end customer’s order, whether it is ac-
cepted, processed, sent to the confectionery or already realised.

Both Alpha co-owners stated that it was not only the digital or technical core of the business model
— offering products via a digital platform — that remained the same between their two companies. First
of all, the similarity between the business models lies in the fact that both industries are characterised
by high seasonality, as bouquets and flowers are popular gifts for occasions such as Mother’s Day. Sec-
ondly, both Omega and Alpha rely to a great extent upon trust in partner flower shops and confection-
eries, as the providers of the digital platform do not see the end products delivered via the platform.
Therefore, the ability to maintain informal relationships and personal contact was important in both
business models. According to co-owner 1, the personal relationships between the platform and confec-
tionery shop employees were more important than formal rules of cooperation. Despite the advanced
digitalisation, there is always a person to talk to via telephone in case of emergencies or when there is a
need to conduct negotiations. As Omega CEO added, ‘technology is technology, but somewhere behind
it there is a human factor. | have a lot of friends and acquaintances among the florists, and they always
emphasize that it [the possibility of personal contact] was the biggest advantage.’ Finally, as sending both
bouquets and cakes is linked with emotions and special feelings, Alpha is responding to the same cus-
tomer needs and core values as Omega. As Alpha co-owner 1 underlined: ‘Buying cakes or bouquets is
not only about buying the product itself, but rather to express gratitude, appreciate someone, make the
other person smile or to thank business partners.’ Based on the imitated technical solutions of the digital
platform, as well as other elements of the business model, it seemed that the exact imitation by Alpha
of the Omega digital platform business model was possible.

Although the sale of flowers and cakes seems very similar, there are differences between the two
industries that have made the analysed extra-industry digital platform business model imitation chal-
lenging. As co-owner 1 stated: ‘It turned out along the way that it is not so easy, that it is definitely easier
with flowers than with such a physical product as a cake or any pastries at all.” The major challenge Alpha
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faced was the production cycle, which was different in the Alpha and Omega business models. Flowers
are long-lasting as they may stand for a few days in water without losing their charm. Moreover, a bou-
guet can be prepared very quickly. In contrast to the flower business, where a bouguet may be prepared
with slightly different flowers, changing the fruit in a specific cake or its flavour is not usually possible
without other people noticing it, as customers most often buy a specific type of cake. Additionally, many
recipes require time (e.g. soaking a sponge cake overnight). When they started the digital platform, the
co-owners of Alpha were not aware that in some cases it takes much more time to complete an order,
especially if a customer asks for an artistic cake with decorations that are hand-made and on-demand,
from fresh ingredients, and therefore may not be stored too long in advance. Hygienic conditions are
also important. As opposed to flowers, preparing cakes requires maintaining high standards of hygiene.
As the Alpha co-owners were not initially aware of all the challenging requirements that prevented the
possibility of fast delivery of the product after an order (which was possible in the case of flowers), they
initially started cooperation with a local confectionery shop. The owner of this confectionery shop taught
the co-owners all the processes involved in the professional production of cakes.

Another important initial challenge when establishing the Alpha platform was to find confectionery
shops that wanted to enter into cooperation. When choosing the confectionery shops, the co-owners
looked for those with more than one premises (this meant that they had transport options), suitable
production capabilities (which could respond to demand at peak times, e.g. Father’s Day), and the nec-
essary skills for preparing the cakes. For the vast majority of confectionery shops, selling their products
on the internet was a novelty. Therefore, they were reluctant to join this new sales channel but as co-
owner 1 explained, ‘when we started to send orders [to the confectionery shops] and at the same time
intensively educate the confectionery shops, it turned out that they would gladly accept the orders.’

An additional challenge was to create a strong brand and find customers who want to buy cakes from
the digital platform. Alpha needed to ensure traffic on the platform using different digital promotion
tools. The Alpha co-owners placed more attention on digital marketing than they had previously done at
Omega. As co-owner 1 added: ‘Because consumers are now digitally very advanced, every brand that is
a B2C brand must have very well-developed digital channels.” Alpha promotes the brand actively on social
media and they also use Google Ads, newsletters, and cold mailing. Obtaining customers was even more
difficult as cakes are highly customised in terms of preferred taste and filling, and some customers expect
direct personal contact and advice when placing an order. For this reason, Alpha opened a helpline to
assist end customers in their choices. The financial cost/benefit relationship is not profitable for Alpha,
however, as co-owner 2 stated, these customers become very loyal to the company.

Additional challenges that the company faced were connected with order completion. Customers
who were accustomed to the swift delivery of items purchased online expected the same from the
confectionery shops. The challenge was to reconcile these two sides of the platform — internet-em-
powered customers and confectionery shops with their traditional baking processes.

Our research confirmed that business model imitation may be a source of innovation and growth
in new ventures (Casadesus-Masanell & Zhu, 2013; Frankenberger & Stam, 2020). We showed that this
was especially true in the case of a digital platform business model as it is easier to imitate.

The Alpha platform imitated many elements of the digital platform business model already used
on the Omega platform. These were mainly standardized and broadly used solutions, such as mobile
payments, product presentation and order processing, but also included the company’s core value
(‘selling emotions’) and the informal approach towards relationships with partner companies.

Imitation mainly embraces operational activities such as cooperation standards within the plat-
form, order processing, elements linked with fees, etc. However, the imitation of activities does not
entail copying them directly. Some activities require varying degrees of adjustment due to the differ-
ences between the respective industries (such as the time sensitivity of the products). This is one of
the main limitations of business model imitation as a method for innovation.

The analysis of success factors allowed us to reveal the specific challenges faced by companies
undertaking extra-industry digital platform business model imitation. First of all, when approaching a
new industry, a good knowledge of its specificity and both production and delivery processes is
needed. Although industry knowledge is not a hard and fast requirement for initiating new market
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entry, it can instead be developed during the entry process itself, as long as managers display the will-
ingness to learn from their mistakes. Secondly, when conducting extra-industry business model imita-
tion, one of the main challenges is to source business partners (in the case of Alpha: confectioneries)
and attract the customers themselves. While in more innovative industries, similar innovation would
most likely be met with understanding, if not enthusiasm, in more traditional industries, as our case
study shows, potential partners might require not only convincing but also educating. Word-of-mouth
and the diffusion of information may be instrumental in overcoming this challenge. In our case, con-
fectioneries that saw their competitors successfully cooperating with Alpha and thus reaching new
customers treated this as a proof-of-concept and requested to join Alpha’s platform.

Similar challenges pertain to customers. While in some industries, such as digital goods and ser-
vices or those that deal with relatively simple and cheap physical products, a digital platform business
model can be seen as suitable or even preferable to the more traditional way of carrying out business
operations, the same solution applied to a more traditionally-oriented industry can encounter cus-
tomer resistance. On the one hand, in industries where abiding by traditional methods of production
can be perceived by customers as synonymous with high quality or even prestige, the adoption of
innovative business models such as digital platforms may undermine or be downright incompatible
with the carefully cultivated brand or company image, thus potentially decreasing a company’s existing
competitive advantage (Matarazzo et al., 2021). On the other hand, an important barrier that limits
the customers’ willingness to make their purchases via a digital platform or on the internet in general
is the limited ability to examine products beforehand. While this factor is less important for cheap
products, or those where seeing a photo is sufficient for making a decision, for products where factors
that cannot be conveyed through visuals alone are important (such as a taste for cakes or fit for
clothes), this creates a significant barrier. While some industries, such as the clothing industry, can
counteract this with extensive return policies designed to convince customers that purchasing via a
digital platform is safe, for others, such as the confectionery industry, similar solutions are not available
due to the customizable and fast-spoiling nature of the product itself. This can potentially limit the
degree to which customers will accept companies that utilise this particular business model.

Innovation through imitating business models such as digital platforms and incorporating them
into traditional industries also creates another problem concerning customers. As stated in the litera-
ture review, an advantage of business model imitation is the fact that customers are likely to already
be accustomed to this particular way of carrying out business transactions, and thus potentially more
accepting of the innovation (Frankenberger & Stam, 2020). However, our case study shows that this
can potentially be a disadvantage in certain situations. While it is true that customers are already fa-
miliar with ordering products or services via digital platforms in other industries, which made it easier
for them to understand and accept their application in the confectionery industry, this simultaneously
has led to some unrealistic expectations and misconceptions about the nature of the service. Many
digital platforms (including the one owned by Omega) can boast very fast order processing and reali-
sation times. Customers become accustomed to this convenience and grow to expect this level of ser-
vice from all digital platforms, fuelling the so-called on-demand culture (Epps et al., 2009). While such
effectiveness concerning order processing is relatively easy to achieve when dealing with digital goods
and services, and distributing goods that have already been manufactured, or goods that can be as-
sembled quickly on the spot (as was the case with Omega’s flower bouquets), for more traditional
industries such as confectioneries, it remains unfeasible. This placed a burden on the platform owners
in terms of educating customers and partner confectioneries alike, as the particularities of the cake
production process needed to be explained to them to temper their expectations with regard to the
delivery time and to avoid potential conflicts. Therefore, customers’ familiarity with the business
model, while it may be beneficial in some regards, can also very well become a source of additional
challenges if innovations are based on imitation of solutions from different business industries.

Our research identified success factors that facilitate the process of digital platform business model
imitation. First of all, contrary to Frankenberger and Stam (2020), our results showed that the industry
experience of the founders is not necessarily required for the successful imitation of the platform busi-
ness model. In our case, the co-owners did not know the industry. To fill this gap, they gradually learned
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how to prepare cakes, as well as the particularities of their production. However, after initial setbacks,
Alpha managed to adjust its operations to the specific characteristics and quirks of the confectionery
industry and close the experience gap. The initial lack of industry experience can, at least in some cases,
be compensated by a willingness to self-develop and engage in the lengthy learning process. Our re-
sults also point to an important factor that influences the outcome of business model imitations based
on digital platforms, namely business model experience. Contrary to the Frankenberger and Stam
(2020) model, in which the imitating company required experience in the industry it is operating in to
successfully implement an innovative business model it lacks experience with, in our case the situation
was reversed: existing experience with the imitated business model was used to facilitate the transi-
tion to a new industry that the company itself did not have experience with. This suggests that while
experience is an important factor influencing the outcome of the business model imitation process,
this experience does not necessarily have to be tied to the industry.

Moreover, our research did not confirm that the imitating company has to use novel technology
to be successful in the imitation of the platform business model (Frankenberger & Stam, 2020). As
already stated, Alpha’s success was partly founded on the continuation of the relationship with the
Beta IT company, using the same technology as they used at Omega. That being said, this technology,
while relatively widespread in other industries, was nevertheless a novelty in the confectionery indus-
try. Relying on Beta’s resources allowed Alpha to quickly start and expand the platform.

Another factor which surfaced in our case as potentially important for business model imitation
based on a digital platform was the presence of already established business relationships. If we follow
Baden-Fuller and Morgan’s (2013) metaphor of the business model as a recipe, then the business re-
lationships that the Alpha co-owners carried over from their time working at Omega can be viewed as
acquired thanks to the help of the original cooks who came up with the recipe in the first place and
thus know how to successfully follow its every step. This can be beneficial in two major ways. Firstly,
such partners can be an additional source of experience with the inner workings of the imitated busi-
ness model. Secondly, since not every company is capable of developing all the technology required
for the adoption of the innovative business model, such relationships can be a way of accessing these
technologies and associated competencies indirectly. This concerns relationships both with partners
from the target industry as well as relationships with technology/IT suppliers. This confirms that the
platform’s competitive advantage is determined by resources that the platform may not directly pos-
sess but has access to through its co-operators (Rohn et al., 2021).

All the above-mentioned elements are closely linked with managers’ competencies. These embrace
both digital competencies in managing a digital platform, as well as relational competencies for starting
and/or developing relationships with companies cooperating with the platform (Ratajczak-Mrozek et al.,
2021). As far as relational competencies are concerned, the willingness to learn and self-develop is also
important, including regarding the way the new industry functions. One also has to underline the im-
portance of the informal approach towards cooperation as dedicating time to the education of cooper-
ating companies as well as building trust in the relationships cannot be overestimated.

Based on our analysis we propose a conceptual model presented in Figure 1.

In the literature, business model imitation is seen as a negative phenomenon that threatens the
imitated company (Frankenberger & Stam, 2020; Shenkar, 2010). Our case study showed that under
specific conditions, including the mutual agreement of both platforms’ owners and industry speciali-
zation, extra-industry imitation may lead to the growth and success of both the imitating new venture
and the imitated company. Extra-industry imitation was successful for both platforms; Omega ex-
panded its potential market (by offering cakes on its platform) and Alpha could develop its platform
with the experience acquired at Omega. Nevertheless, both platforms remained focused on their in-
dustry and core competencies, allowing them to maintain leadership in their respective industries.
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Digital platform
business model > New venture success
imitation

SUCCESS FACTORS:
- prior experience regarding digital platform business model
- business relationships with technology/ IT suppliers
- business relationships with companies from the new
target industry
- personal competencies

A

CHALLENGES:
- different requirements of the new target industry
- acquiring knowledge and experience on the different
industry
- sourcing cooperating companies offering their
products/services via the digital platform
- acquiring customers

Figure 1. A model of successful implementation of the extra-industry business model imitation
Source: own elaboration.

CONCLUSIONS

Our research showed that extra-industry business model imitation may be successful if managers pos-
sess prior experience with a specific digital platform business model, as well as having prior business
relationships with crucial partners (in terms of the new business model) or developing these relation-
ships at the beginning of the imitation process. These business relationships provide the missing
knowledge on the industry. Additionally, specific personal competencies such as willingness to learn
and self-develop, trust building, readiness to take risks, mitigate challenges and allow the same busi-
ness model to be successfully imitated in the new industry. Our results, contrary to Frankenberger and
Stam (2020), showed that successful extra-industry business model imitation does not require
knowledge of the new industry or novel technology. Therefore, our research set a basis for further
investigation of digital platform extra-industry business model imitation and the challenges that may
be faced during this process. We find this issue to be of great relevance as we are observing a continual
emergence of digital platform business models in different industries. As some of these industries
share similarities (such as reliance on emotional value in our case), business model imitation can be a
way for businesses to learn from others and thus increase their chance of success.

The results of our research are also of practical importance. Firstly, business relationships and
cooperation are crucial for extra-industry digital platform business model imitation. Importantly,
these relationships should not only be based on formal agreements but managers should also dedi-
cate time to developing more informal contacts with business partners. Only in such a situation will
there be enough trust for the sharing of tacit knowledge. Secondly, managers should maintain and
utilise the business relationships that have been already developed for the imitated business model.
These relationships will empower them in the further development of the imitating business model.
Thirdly, the development of specific personal relational competencies is important. These include a
willingness to learn and take risks. Thanks to this personal trait, along with know-how of the existing
digital platform business model, managers may respond successfully to market opportunities and
imitate digital platform business models in new industries.
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Our research is not free of limitations, however, it outlines directions for further research. First
of all, the analysis is based on a case study with no hypotheses being tested and is limited to a specific
company, time and location, which in our case is Poland, which does not allow to draw generaliza-
tions. Further research conducted in a different setting could identify additional factors for success-
ful business model imitation. Therefore, future research should focus on other industries (e.g. med-
ical) or other countries to investigate whether the extra-industry imitation challenge and success
factors differ from the ones indicated in our research. Moreover, we call for quantitative research
to analyse the specifics of extra-industry business model imitation to test our model and measure
the impact of the success factors and challenges that we identified on the success of new business
ventures. This would allow more general results to be obtained and would set a new direction for
further research into extra-industry business model imitation.
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ABSTRACT
Objective: The objective of the article is to investigate whether the impact of innovativeness and compet-
itiveness of small and medium-sized enterprises (SMEs) on their financial risks differ depending on the
countries where SMEs are located.
Research Design & Methods: The researchers created an online questionnaire and gained data from 1221
Czech, Slovak, and Hungarian SMEs. Moreover, the researchers applied ordinal logistic regression analyses
to achieve the goal of this study.
Findings: According to the results, the impact of competitiveness on the bankruptcy risk perception of
SMEs differ depending on the countries where they operate. Concerning the impact of innovativeness on
financial performance and financial risk management, this article also proves that international differences
between SMEs exist.
Implications & Recommendations: The developments in the financial literacy of company executives and
their managerial experiences and the improvements in credit access conditions, intellectual property rights,
and tax legislation can make SMEs reduce their concerns about their financial risks. Thus, policymakers’ im-
plementations are crucial to providing equal opportunities for SMEs even if they operate in various markets.
Contribution & Value Added: This current research does not only make international comparisons among the
investigated variables but also analyses the impacts of entrepreneurial competencies on various indicators of
financial risk. These facts not only make this research become a unique study in the literature but also the reason
why it should garner the interest of prospective readers such as policymakers, academicians, and SME owners.
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INTRODUCTION

Small and medium-sized enterprises (SMEs) have been called the main driver of labour creation (Klju¢ni-
kov et al., 2022) and export activities (Civelek & Krajcik, 2022; Pini & Tchorek, 2022) that cause economic
development in countries (Abdulrab et al., 2020; Zadeh, 2022). However, most SMEs are not successful
as larger businesses when managing their financial risks, because they usually lack the financial re-
sources, assets (Toulova et al., 2016), access to finance, and knowledge regarding risk management
(Dvorsky et al., 2020; Kusa, 2020). Because they lack tangible financial resources to manage their financial
risks, they have to be effective when using their intangible assets that increase their financial perfor-
mance. This is because firms indicating higher financial performance are less likely to face financial risks.
Financial risk is also related to how firms can manage their debt repayment to not face bankruptcy prob-
lems. Bankruptcy occurs when debtors are not able to pay back their liabilities and face insolvency issues
(Bi¢, 2022). In this regard, it is a very costly process for SMEs and owners can be reluctant to establish a



108 | Mehmet Civelek, Lukas Durda, Zuzana Vincurova, Tomds Dudas, Ivan Brezina

new firm again (Dvorsky et al., 2020). Thus, SMEs’ effective financial management is also crucial for their
survival. However, their capabilities to manage financial and bankruptcy risk and better financial perfor-
mance also depend on their entrepreneurial characteristics which are intangible assets of those busi-
nesses. In this regard, firms’ entrepreneurial capabilities that belong to the Resource-based view such as
innovativeness and competitiveness might provide solutions for SMEs to overcome the major financial
issues that they face (Abdimomynova et al., 2021). These entrepreneurial characteristics that are based
on the Resource-based View enable firms to develop different capabilities, receiving competitive ad-
vantages (Jalali et al., 2013) and indicating better financial performance (Deku et al., 2021). Innovative-
ness and competitiveness are also crucial factors that affect firms’ entrepreneurial orientation and firms’
revenues (Anwar & Shah, 2021; Jalali et al., 2013).

The continuous development of new technologies creates new methods for businesses to use
(Kljucnikov et al., 2020a; Teja Kusuma et al., 2022), because firm executives have gained easier access
to required information for their operations (Klju¢nikov et al., 2020b), including financial risk manage-
ment (Kotaskova et al., 2020). Innovativeness also makes smaller enterprises compete with their larger
rivals (Civelek et al., 2021), because innovativeness positively affects the performance and income of
those enterprises (Kljucnikov et al., 2021). Moreover, innovativeness increases the ability of companies
to expand their operations in foreign markets (Martinez-Roman et al., 2019) and to fulfil the demand
of their foreign customers (Kreiser et al., 2013). In this regard, when companies determine effective
factors that increase their customers’ satisfaction, they can also gain a competitive advantage (Stefko
et al., 2020a). Moreover, firms having competitiveness not only indicate better performance (Stefko
et al., 2019) in sustainability practices (Pereira-Moliner et al., 2021), but also decrease the costs of
production, gain higher returns from their investments (Csapi & Balogh, 2020), and perceive the finan-
cial risks less intensively compared to their less competitive rivals (Dvorsky et al., 2020).

However, these entrepreneurial capabilities might differ depending on the environment, in which
SMEs are located, because different countries have various financial, economic, political, and legal
conditions that affect entrepreneurial activities (Kocisova et al., 2018). In this regard, this empirical
research aims to investigate the differences between SMEs from different countries concerning the
impacts of their innovative and competitive attitudes on their financial risk management, bankruptcy
risk, and financial performance (Virglerova et al., 2021). Hence, the research question was: “do the
innovativeness and competitiveness of SMEs have an impact on their financial risk management, bank-
ruptcy risk, and financial performance differ depending on the countries where they are located?’ In
line with this selected purpose, this research analysed SMEs from the Czech Republic, Slovakia, and
Hungary. Even though those countries have similar cultural and socio-economic conditions, finding
differences among SMEs of those Visegrad countries concerning the impacts of their entrepreneurial
abilities on financial risk management, might make a valuable addition to academic literature.

Although many studies investigate the impacts of innovativeness or competitiveness on the finan-
cial risks of SMEs, they mostly focus on SMEs in a country-specific context (Aftab et al., 2022; Li et al.,
2021; Lépez Salazar et al., 2012). Moreover, some studies compare innovative or competitive attitudes
of SMEs and their impacts on financial risk management, financial performance, and bankruptcy
(Civelek et al., 2020a; de Araujo Lima et al., 2021; Mason et al., 2015). However, these articles analyse
only the impact of innovativeness on risk management or competitiveness on financial performance
and so on. For these reasons, this current research did not only include international comparisons
between the investigated variables, but also analysed the impacts of entrepreneurial competencies on
various indicators of financial risk. These facts not only make this research a unique study in the liter-
ature, but also the reason why it should garner the interest of prospective readers such as policymak-
ers, academicians, and SME owners might be interested.

The remaining parts of the study are structured as follows: Literature review will give details re-
garding the theoretical background of the study with the development of the hypotheses. The research
methodology will highlight the methodological approaches that the researchers have used to perform
data collection and data analysis. The results of the study and hypotheses testing will be presented in
the results section. The researchers will discuss the results of the study, recommend some policy im-
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plications, and compare their findings with other studies in the discussion section. Finally, the re-
searcher will summarize crucial facts, describe the limitations of this research, and make some recom-
mendations for further studies in the conclusions section.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

Innovativeness is one of the crucial resources of SMEs that enables competitive advantage (Martinez-
Romadn et al., 2019). The innovative abilities of SMEs stimulate them to create new products and ser-
vices or develop the existing goods (Kliuchnikava, 2022; Bartolacci et al., 2022). Innovativeness also
increases income (Kljucnikov et al., 2020c) and value-creating operations of SMEs that have a positive
impact on their survival (Kreiser et al., 2013). For instance, Civelek et al. (2020b) analysed the usage of
innovative marketing tools by SMEs such as technology-enabled marketing tools and revealed that the
usage of those tools increases SMEs’ sales, revenue, and performance, thus, they might overcome the
negative outcomes of bankruptcy issues. Thus, firms need to observe the developments in those new
technologies to get more opportunities (Stefko et al., 2022a). They became more available due to the
steep development of IT products and innovative solutions in business process support (Roshchyk et
al., 2022; Strakova et al., 2022). Although there are many factors including social, cultural, or economic
ones that affect expenditures (Stefko et al., 2022b), firms having more R&D productivity and high value
become less likely to go bankrupt (Bai & Tian, 2020). Furthermore, firms lacking innovative abilities are
more likely to go bankrupt than innovative firms (Donkor et al., 2018). Some studies also find that
innovation carries high importance for the long-term survival of SMEs (Bigliardi, 2013) and innovative
activities such as creating new ideas enable firms’ survival (Aftab et al., 2022), especially if to consider
certain types of innovations linked with technological and market behaviour issues (Lewandowska,
2021). Thanks to this empirical evidence, we can hypothesize that:

Hla: A negative relationship exists between innovativeness and bankruptcies of SMEs.

Moreover, bankruptcies might be explained by firms’ competitive attitudes. This is because SMEs
usually have less financial power which makes them less competitive and more likely to face failures
(Ktcher et al., 2018; Abu Salma et al., 2021; Karas & ReZnakova, 2021). Some competitive strategies
such as cost leadership, differentiation, and focus enable SMEs to overcome economic crises and the
implementation of those competitive strategies by SMEs is positively related to their survival (Ulubeyli
et al.,, 2018). Moreover, competitive firms increase their profit and fulfil the demands of their custom-
ers, thus, they become more likely to survive (Csapi & Balogh, 2020). Similarly, when SMEs differentiate
their goods and services from their rivals, they can increase their profits and become more likely to
survive long-term (Sebestova et al., 2020; Anwar & Shah, 2021). Firms’ technological competitiveness
also determines their bankruptcy risk. Firms that are less competitive in technological developments
and have fewer patents are more likely to face bankruptcy problems (Eisdorfer & Hsu, 2011). Further-
more, firms focusing more on niche markets can also gain competitive advantages against their rivals
and this increases their probability of survival. Although SMEs have more limited abilities and resources
than their larger rivals, applying competitive strategies in their operations increases their competitive
power and reduces their bankruptcy issues (Ulubeyli et al., 2018). The results of the studies that are
mentioned above lead to another hypothesis:

H1lb: A negative relationship exists between competitiveness and bankruptcies of SMEs.

Innovativeness is a crucial capability of firms to continuously create new ideas, products, and
services and to develop existential goods, organizational routines, technological procedures, and
production processes (Kreiser et al., 2013). Having such ability also increases firms’ chances to pen-
etrate markets, increase their market shares, and access new markets (Deku et al., 2021), therefore,
innovative firms achieve more improvement in growth (Li et al., 2021), and increase profits (Stefko
et al., 2020b). Innovative firms also have high technological creativity (Deku et al., 2021) to provide
efficient and quick responses against changing market conditions and customers’ demands (Kreiser
et al., 2013). In this regard, innovative firms can create business opportunities, differentiate their
products, and apply more research and development activities that increase their competitive
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power against their rivals (Anwar & Shah, 2021). Therefore, a positive relationship exists between
innovativeness and the financial performance of firms (Anwar & Shah, 2021; Deku et al., 2021). This
positive relationship between innovativeness and the financial performance of SMEs has been also
substantiated by some studies that investigate SMEs from Pakistan (Aftab et al., 2022; Anwar &
Shah, 2021), Ghana (Deku et al., 2021; Li et al., 2021), and Iran (Jalali et al., 2013). Due to having
those arguments, a research hypothesis might be presented as follows:

H2a: A positive relationship exists between innovativeness and the financial performance of SMEs.

On the other hand, firms become competitive when hitting their targets regarding market share
such as reducing their prices and increasing their profits (Ulubeyli et al., 2018). By doing so, firms draw
out their rivals and give quick responses to their competitors’ actions (Mason et al., 2015). Moreover,
firms implementing competitive strategies such as differentiation (Anwar & Shah, 2021) and cost lead-
ership strategies (Ulubeyli et al., 2018) can maintain their positions in the markets where they operate
and get competitive advantages against their rivals. For these reasons, their competitive attitudes have
positive impact on their financial performance (Anwar & Shah, 2021; Csapi & Balogh, 2020). The positive
relationship between competitiveness and financial performance was also confirmed by some studies
that investigate SMEs from Saudi Arabia (Abdulrab et al., 2020), Pakistan (Anwar & Shah, 2021), and
Ghana (Li et al., 2021). Considering those arguments, we may hypothesize:

H2b: A positive relationship exists between competitiveness and the financial performance of SMEs.

Risk management consists of some activities such as reducing costs, financial shocks, and distress
(Yang et al., 2018), utilization of financial resources, and management of financial operations (Kara-
dag, 2018). Firms lacking financial risk management abilities face different financial problems (Kara-
dag, 2018). Since SMEs lack resources, they need effective financial management strategies. In this
regard, innovation enables strategic flexibility and minimizes risk for SMEs (Martinez-Roman et al.,
2019). Moreover, firms having more innovative initiatives get higher returns and face reduced finan-
cial risk compared to their less innovative counterparts (Zhang et al., 2020). De Araudjo Lima et al.
(2021) analysed some SMEs in Italy and Spain and provided evidence that innovation leads firms to
adopt more risk management strategies. Innovativeness also makes firms reduce and correctly eval-
uate their financial risks including credit, liquidity, operational, market risk, and solvency risks
(Olalere et al., 2021). For these reasons, innovativeness is an efficient tool for the financial risk man-
agement of SMEs. In this regard, we may hypothesize:

H3a: A positive relationship exists between innovativeness and financial risk management of SMEs.

Financial risk management is another vital issue for SMEs to increase their performance
(Dvorsky et al., 2020). This is because SMEs having issues with risk management can lose their com-
petitive power and face more issues while trying to survive (Olah et al., 2019) such as encountering
more costs in their operations (Yang et al., 2018). In this regard, their competitive strategies such
as aggressive management of their businesses might be an approach to managing this risk (Toulova
etal., 2016). For instance, Liu et al. (2021) analysed SMEs in China and found that competitive firms
can reduce the risks that they face during their operations. Yang et al. (2018) also examined SMEs
in Pakistan and stated that competitive firms can use enterprise risk management practices more
effectively than their less competitive counterparts. Yang et al. (2018) also vindicated the positive
relationship between risk management and the competitiveness of firms. Moreover, Lopez Salazar
et al. (2012) examined Mexican SMEs and substantiated that competitive firms are effective in fi-
nancial management. The positive relationship between competitiveness and financial manage-
ment of small enterprises has been also proved by the study by Karadag (2018) that analysed Turk-
ish firms. This empirical evidence allows us to hypothesize that:

H3b: A positive relationship exists between firm competitiveness and financial risk manage-
ment of SMEs.
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RESEARCH METHODOLOGY

The purpose of this empirical research was to discover the differences in the impact of innovative-
ness and competitiveness on the perception of financial issues by SMEs in various countries. In this
regard, this study analysed SMEs from three countries, namely the Czech Republic, Slovakia, and
Hungary. The research team applied the random sampling method to create research samples from
the Cribis database. Moreover, the researchers generated an online survey and the links to the
same questionnaire were directed to the randomly selected respondents by e-mail. Finally, 454
managers or owners of Czech SMEs, 368 managers or owners of Slovak SMEs, and 399 managers or
owners of Hungarian SMEs filled out the online questionnaire.

To measure one of the independent variables of the research models, namely the innovativeness
of SMEs, the following statements were directed to the survey participants: ‘We place great emphasis
on the innovation of our products and services, and it is positively reflected in the performance of the
company.” Moreover, another independent variable of the research models, namely competitiveness
was evaluated as follows: ‘Business competition motivates us to perform better.” Corresponding to the
measurement of the dependent variables, namely bankruptcy risk, financial performance, and finan-
cial risk management, the following statements were included in the online survey: ‘There is no risk of
bankruptcy for our (my) company within 5 years,’ ‘I evaluate the financial performance of our (my)
company positively,” and ‘l can adequately manage the financial risk in my (our) company.’

The researchers employed a five-point Likert scale as ‘1- completely disagree’,’ ‘2 — disagree’,” ‘3 —
neither agree nor disagree’,’ ‘4 — agree’,” and ‘5 — completely agree’ to scale the responses of the survey
participants for the statements that are explained in the previous paragraph. In this regard, lower ratings
by survey respondents in innovative and competitive attitudes of SMEs were related to lower financial
performance and financial risk management capabilities. On the other hand, lower values from the bank-
ruptcy variable represented a higher probability of facing bankruptcy issues for SMEs.

To investigate the impact of independent variables on the dependent variables, the researchers
ran Ordinal Logistic Regression Test. The reason is that all dependent and independent variables in this
research were ranked and measured by a five-point Likert scale. Moreover, the researchers used the
Logit function in the SPSS program to analyse this research. Some studies also applied this method
when evaluating the innovativeness, competitiveness, and financial conditions of businesses (Camp-
bell et al., 2008; Civelek et al., 2020a; Eisdorfer & Hsu, 2011).

The created research models that are based on Ordinal Logit Regression are as follows:

1st Research Model:

Logit (P(Y <j)) = Bj0 + Bj1 X1 + Bj2 X2 (1)
Y1= Dependent variable (bankruptcy risk)
2nd Research Model:
Logit (P(Y <j)) = Bj0 + Bj1 X1 + Bj2 X2 (2)
Y2= financial performance
3rd Research Model:
Logit (P(Y <))
Y3: financial risk management;
J = categories;
X1 — Independent variable (Xi: innovativeness in the 1st, 2nd and 3rd research models);
X2 — Independent variable (X2: competitiveness in the 1st, 2nd and 3rd research models);
B:1 — Regression coefficients;
Bo — Constant or intercept term;
P- predictor.
This research also considered the volumes from the model fitting, goodness of fit, and test of par-
allel lines analyses to investigate whether the assumptions of ordinal logistic regression were fulfilled.
The values from these analyses are illustrated below in Table 1. If the values that are presented under

Bi0 + Bj1X1 + Bj2 X2 (3)
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‘Sig.” column of model fitting are less than 5% significance level, it can be stated that the created mod-
els fit with the data. According to the table, p values were significant at the 5% significance level (Model
1 Czech sample= x2(8) = 32.866, Sig, p < 0.05; Slovak sample= x2(8) = 29.549, Sig, p < 0.05; Hungarian
sample= x2(8) = 71.005, Sig, p < 0.05; Model 2 Czech sample= x2(8) = 67.665, Sig, p < 0.05; Slovak
sample=x2(8) = 66.098, Sig, p < 0.05; Hungarian sample=x2(8) = 95.832, Sig, p < 0.05; Model 3 Czech
sample=x2(8) = 61.918, Sig, p < 0.05; Slovak sample=x2(8) = 79.612, Sig, p < 0.05; Hungarian sample=
x2(8) = 95.958, Sig, p < 0.05). For this reason, the models fit with the data and the inclusion of inde-
pendent variables, namely innovativeness and competitiveness into the research models increased the
ability of these new models to make better predictions for the dependent variables. Moreover, the
overall model fit was also developed by adding those independent variables.

On the other hand, the values from Cox and Snell and Nagelkerke indicators that are presented in
Table 1, clarified the percentage of changes that independent variables (innovativeness and competi-
tiveness) made on the outcome variables of the research models. The inclusion of innovativeness and
competitiveness into the first research model for various research samples represents 7.4%, 8.2%, and
13% changes in bankruptcy risk, respectively. Furthermore, 14.9%, 17.7%, and 23.5% variations in fi-
nancial performance (of Czech, Slovak, and Hungarian SMEs, respectively) might be explained by the
inclusion of the innovativeness and competitiveness in the second research model.

Table 1. Test results for the assumptions of Ordinal Logistic Regression

Ass?ump- Model fitting Goodness of fit Test of parallel lines
tions Pseudo R-square
Country -2 Log likeli-|  Chi- . |Cox& -2 Log like-| Chi- .

Models hood Square df | Sig. Snell Nagelkerke lihood |Square df | Sig.
Czech Model 1 263.355 32.866 | 8 [0.000|0.070| 0.074 236.162 |27.193|24|0.296
Slovakia Model 1 220.772 29.549 | 8 |0.000|0.077| 0.082 176.483 |44.288 |24 |0.388
Hungary |Model 1 222.216 51.609 | 8 [0.000|0.121| 0.130 148.267 |73.948 |24 10.761
Czech Model 2 260.858 67.665 | 8 [0.000|0.138| 0.149 315.421 |26.594 |24 (0.283
Slovakia Model 2 214.302 66.098 | 8 [0.000|0.164| 0.177 175.299 |39.004 |24 |0.354
Hungary |Model 2 277.110 95.832 | 8 [0.000|0.214| 0.235 181.277 |16.707 | 24 |0.143
Czech Model 3 298.205 61.918 | 8 [0.000|0.127| 0.139 146.213 |90.075 |24 |0.852
Slovakia Model 3 262.305 79.612 | 8 |0.000|0.195| 0.213 127.987 |54.706 | 24 |10.491
Hungary |Model 3 252.828 92.958 | 8 [0.000|0.208| 0.235 152.782 |17.088 |24 |0.152

Note: Sig. — significance.
Source: own study.

To analyze the similarities between the slope coefficients of the cut-offs, the researchers considered
the results from the test of parallel lines. Because the variables in the research models were measured
on a five-point Likert scale, there were four levels (cut-offs) in those variables. Therefore, cut-off ‘1" indi-
cated the cut-off value between the answers of ‘completely disagree’ to “disagree’,” cut-off 2’ showed
the cut-off value between the replies of ‘disagree’ to ‘neither agree nor disagree’,” cut-off ‘3’ represented
the cut-off value between the responses of ‘neither agree nor disagree’ to ‘agree’ and cut off ‘4’ demon-
strated the cut-off value between the responses of ‘agree’ to ‘completely agree.” The P volumes that are
greater than 5% enabled the fulfilment of this assumption of Ordinal Logistic Regression. Because all p
values illustrated in Table 1 (‘Sig.” column under Test of Parallel Lines) are higher than the 5% level of
significance, this assumption is also fulfilled by the analyses. As already confirmed by the assumption
testing, this study did not violate any assumptions of ordinal logistic regression. Hence, it was convenient
to use the ordinal logistic regression test to achieve the goal of this research. Moreover, the details re-
garding the sample profile are also depicted in Table 2 which is presented below.

Corresponding to the hypotheses testing, this study used 5% significance. In this regard, p values
smaller than 0.05 prove that this study supported the research hypotheses and vice versa. On the other
hand, null hypotheses declared the nonexistence of positive and negative effects of innovativeness
and competitiveness on bankruptcy risk, financial performance, and financial risk management.
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Table 2. Sample profile

Criteria Czech Slovak Hun

n Share N Share N Share
micro 290 63.88% 216 58.70%| 268 67.17%
Firm size small 107 23.57% 106 28.80% 73 18.29%
medium 57 12.55% 46 12.50% 58 14.54%
Total 454 100% 368 100%| 399 100%
up to Syears 55 12.11% 53 14.40% 85 21.30%
Firmage |6to 10 years 64 14.10% 52 14.13% 62 15.54%
more than 10 years 335 73.79% 263 71.47% 252 63.16%
Total 454 100% 368 100%| 399 100%
manufacturing 135 29.74% 70 19.02% 109 27.32%
Firm sector retailing 266 58.59% 76 20.65%| 240 60.15%
service 34 7.49% 152 41.30% 18 4.51%
others 19 4.18% 70 19.02% 32 8.02%
Total 454 100% 368 100%| 399 100%
Age of firm Young (max. 45) 175 38.55% 145 39.40% 193 48.37%
executives Old (more than 45) 279 61.45% 223 60.60%| 206 51.63%
Total 454 100% 368 100%| 399 100%
Educational |Less than university 231 50.88% 76 20.65% 67 16.79%
Status of firm |Minimum university 223 49.12% 292 79.35% 332 83.21%
executives Total 454 100% 368 100% 399 100%

Source: own study.

RESULTS AND DISCUSSION

Results

As already mentioned in the Methodology section, this study employed a five-point Likert scale to
measure the volumes of the dependent and independent variables. For this reason, there were four
levels (cut-offs) in these ordinals and ranked independent and dependent variables of the research
models. Those cut-offs were also depicted in the tables in the Results section.

Table 3 is presented below to illustrate the results of this study regarding the 1st research model.
According to the table, p-values (‘Sig.” in the Table) for innovativeness are not significant at the 5% sig-
nificance level for all of the research samples. For this reason, innovativeness is not a significant predictor
of bankruptcy and there is not any significant relationship between innovativeness and bankruptcy. Thus,
this study failed to support the Hla hypothesis. Because this fact is valid for all the research samples, this
study found no differences among SMEs of various countries regarding the investigated variables.

Concerning the impact of competitiveness on bankruptcy, while the cut-off values for competi-
tiveness were not significant at the 5% level of significance in the Slovak sample, these values for
Czech and Hungarian samples were significant at this significance level for the cut-offs of ‘3’ and ‘4’
(p values for ‘competitiveness=3" and ‘competitiveness=4’ for Czech and Hungarian samples were
0.011, 0.008, 0.020, and 0.000, respectively). Therefore, competitiveness was a significant predictor
of bankruptcy predictions of Czech and Hungarian SMEs.

As indicated in Table 3, the volumes of coefficients (the ‘Estimate’ column in Table 3) for the 3rd
and 4th cut-offs of competitiveness in the Czech and Hungarian samples are negative (-1.480, -1.690,
-1.584, -2.610, respectively). In this regard, a one-unit decrease in Czech and Hungarian SMEs’ com-
petitiveness enables them to perceive the bankruptcy risk less intensively compared to their more
competitive counterparts. Thus, there is a positive relationship between the competitiveness of Czech
and Hungarian SMEs and their more intensive perception of bankruptcy risk. Because this study does
not find any significant relationship between the competitiveness of Slovak SMEs and their bankrupt-
cies and finds a positive relationship between the competitiveness of Czech and Hungarian SMEs and
their bankruptcies, this research does not support the H1b hypothesis.
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Table 3. The results regarding the 1st research model

Country | Variable ‘Estimate‘ S.E. ‘ Wald ‘ df | Sig. ‘ 95% Cl [Lower Upper]
MODEL-1
Czech Bankruptcy =1 -3.593 0.802 20.093 1 0.000 [-5.164 2.022]
Republic [Bankruptcy =2 -2.678 0.787 11.576 1 0.001 [-4.220 -1.135]
Bankruptcy =3 -1.187 0.779 2.320 1 0.128 [-2.715 0.340]
Bankruptcy =4 0.268 0.777 0.119 1 0.730 [-1.255 1.792]
Innovativeness = 1 0.932 0.631 2.179 1 0.140 [-0.305 2.169]
Innovativeness = 2 0.410 0.622 0.433 1 0.510 [-0.810 1.630]
Innovativeness =3 0.405 0.626 0.417 1 0.518 [-0.823 1.632]
Innovativeness = 4 -0.252 0.674 0.140 1 0.708 [-1.572 1.068]
Competitiveness=1 | -0.757 0.564 1.802 1 0.179 [-1.861 0.348]
Competitiveness =2 | -1.192 0.560 4.532 1 0.033 [-2.289 -0.095]
Competitiveness =3 | -1.480 0.581 6.481 1 0.011 [-2.619 -0.341]
Competitiveness =4 | -1.690 0.637 7.036 1 0.008 [-2.939 -0.441]
Slovakia |Bankruptcy =1 -3.842 1.510 6.472 1 0.011 [-6.803 -0.882]
Bankruptcy =2 -2.607 1.498 3.028 1 0.082 [-5.543 0.329]
Bankruptcy =3 -0.831 1.492 0.310 1 0.577 [-3.756 2.094]
Bankruptcy =4 0.635 1.492 0.181 1 0.671 [-2.290 3.559]
Innovativeness = 1 -0.061 1.309 0.002 1 0.963 [-2.625 2.504]
Innovativeness = 2 -0.828 1.299 0.406 1 0.524 [-3.374 1.718]
Innovativeness = 3 -1.179 1.300 0.823 1 0.364 [-3.727 1.369]
Innovativeness = 4 -1.658 1.358 1.492 1 0.222 [-4.319 1.003]
Competitiveness = 1 0.216 0.768 0.079 1 0.779 [-1.289 1.721]
Competitiveness =2 | -0.054 0.759 0.005 1 0.943 [-1.541 1.433]
Competitiveness=3 | -0.143 0.773 0.034 1 0.853 [-1.658 1.372]
Competitiveness=4 | -0.291 0.813 0.128 1 0.720 [-1.885 1.302]
Hungary |[Bankruptcy =1 -3.044 0.776 15.389 1 0.000 [-4.565 -1.523]
Bankruptcy =2 -1.980 0.757 6.847 1 0.009 [-3.463 -0.497]
Bankruptcy =3 -0.804 0.750 1.149 1 0.284 [-2.273  0.666]
Bankruptcy =4 1.215 0.750 2.622 1 0.105 [-0.256 2.685]
Innovativeness = 1 1.836 0.694 6.994 1 0.008 [0.475 3.196]
Innovativeness = 2 1.134 0.660 2.954 1 0.086 [-0.159 2.428]
Innovativeness =3 1.405 0.672 4.365 1 0.137 [0.087 2.723]
Innovativeness = 4 0.409 0.740 0.305 1 0.581 [-1.042 1.860]
Competitiveness =1 | -0.644 0.673 0.917 1 0.338 [-1.963 0.674]
Competitiveness =2 | -0.913 0.651 1.968 1 0.161 [-2.189 0.363]
Competitiveness =3 | -1.584 0.678 5.454 1 0.020 [-2.914 -0.255]
Competitiveness =4 | -2.610 0.716 13.305 1 0.000 [-4.013 -1.208]

Note: Sig.: significance.
Source: own study.

The results of this study regarding the 2nd research model are provided below in Table 4. According
to the table, the volumes of cut-offs were all significant at 5% significance level for innovativeness of
Hungarian SMEs (Innovativeness: 1 p=0.000; Innovativeness:2 p=0.000; Innovativeness: 3 p=0.000; In-
novativeness:4 p=0.004). Hence, innovativeness is a significant predictor of the financial performance
of Hungarian SMEs. Concerning the values of the coefficients for each of the cut-offs, they were all
negative (The values from the ‘Estimate’ column for Innovativeness 1: -4.259, Innovativeness 2:-3.531,
Innovativeness 3:-2.681, Innovativeness 4: -2.229). Therefore, a one-unit decrease in Hungarian SMEs’
innovativeness makes them have greater financial performance than more innovative Hungarian
SMEs. However, since p values were not significant for the cut-offs of the innovativeness for Czech and
Slovak SMEs, innovativeness (all p values were greater than the 5% significance level) is not a significant
predictor of the financial performance of Czech and Slovak SMEs. Thus, the financial performance of
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Czech and Slovak SMEs does not depend on their innovativeness. In this regard, Hungarian SMEs differ
from their Czech and Slovak counterparts. Due to the existence of a negative association (in the Hun-
garian case) and the nonexistence of any associations between innovativeness and financial perfor-
mance (in both Czech and Slovak cases) this study failed to support H2a hypothesis.

Corresponding to the impact of competitiveness on financial performance, there was no significant
result in any of the research samples. This was because p values for competitiveness were greater than
the 5% level of significance. Thus, competitiveness is not a significant variable to predict the financial
performance of SMEs. In this regard, this study did not support the H2b hypothesis. Within this context,
Czech, Slovak, and Hungarian SMEs did not differ.

Table 4. The results regarding the 2nd research model

Country Variable |Estimate| S.E. ‘ Wald | df | Sig. ‘ 95% Cl [Lower Upper]
MODEL-2
Czech Fin. perf.=1 -1.578 0.777 4.123 1 0.042 [-3.101  -0.055]
Republic |Fin. perf. =2 0.568 0.774 0.540 1 0.462 [-0.948  2.084]
Fin. perf. =3 2.165 0.783 7.641 1 0.006 [0.630 3.700]
Fin. perf.=4 3.408 0.812 17.618 1 0.000 [1.817 5.000]
Innovativeness = 1 -1.198 0.643 3.474 1 0.062 [-2.459 0.062]
Innovativeness = 2 -.0562 0.634 0.787 1 0.375 [-1.804 0.680]
Innovativeness = 3 -0.034 0.636 0.003 1 0.957 [-1.282 1.213]
Innovativeness = 4 0.458 0.685 0.448 1 0.503 [-0.884 1.801]
Competitiveness =1 | -0.210 0.544 0.149 1 0.699 [-1.275 0.855]
Competitiveness =2 | 0.279 0.539 0.267 1 0.605 [-0.778 1.335]
Competitiveness =3 | 0.852 0.562 2.294 1 0.130 [-0.250 1.954]
Competitiveness =4 | 1.384 0.622 4,950 1 0.026 [0.165 2.603]
Slovakia |[Fin. perf.=1 -4.945 1.575 9.862 1 0.002 [-8.031 -1.859]
Fin. perf. =2 -2.516 1.567 2.578 1 0.108 [-5.587  0.555]
Fin. perf. =3 -1.281 1.563 0.672 1 0.412 [-4.344 1.783]
Fin. perf.=4 1.092 1.557 0.492 1 0.483 [-1.960  4.144]
Innovativeness = 1 -3.859 1.390 7.709 1 0.005 [-6.582  -1.135]
Innovativeness = 2 -3.035 1.376 4.863 1 0.027 [-5.732  -0.337]
Innovativeness = 3 -2.633 1.375 3.670 1 0.055 [-5.328  0.061]
Innovativeness = 4 -1.745 1.423 1.503 1 0.220 [-4.534 1.045]
Competitiveness=1 | -0.855 0.786 1.183 1 0.277 [-2.395  0.686]
Competitiveness=2 | 0.076 0.774 0.010 1 0.922 [-1.440 1.592]
Competitiveness=3 | 0.119 0.788 0.023 1 0.880 [-1.425 1.664]
Competitiveness=4 | 0.397 0.827 0.230 1 0.631 [-1.225 2.019]
Hungary |Fin. perf.=1 -3.858 0.780 24.484 1 0.000 [-5.386  -2.330]
Fin. perf. =2 -1.081 0.767 1.987 1 0.159 [-2.585  0.422]
Fin. perf. =3 0.755 0.758 0.991 1 0.319 [-0.731 2.241]
Fin. perf.=4 2.819 0.863 10.661 1 0.001 [1.127 4.511]
Innovativeness = 1 -4.259 0.735 33.570 1 0.000 [-5.699 -2.818]
Innovativeness = 2 -3.531 0.698 25.600 1 0.000 [-4.899 -2.163]
Innovativeness =3 -2.681 0.700 14.675 1 0.000 [-4.053 -1.309]
Innovativeness = 4 -2.229 0.770 8.386 1 0.004 [-3.738 -0.720]
Competitiveness=1 | 0.164 0.685 0.058 1 0.810 [-1.179 1.508]
Competitiveness =2 | 1.045 0.663 2.481 1 0.115 [-0.255 2.345]
Competitiveness=3 | 1.764 0.693 6.468 1 0.111 [-0.404  3.123]
Competitiveness=4 | 1.028 0.726 2.005 1 0.157 [-0.395 2.451]

Note: Sig.: significance.
Source: own study.

The findings of this study concerning the impacts of innovativeness and competitiveness on
financial risk management are depicted in Table 5. As illustrated in Table 5, competitiveness is not
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a significant independent variable to predict the financial risk management of SMEs. The reason is
that all p values (‘Sig.”) were higher than the 5% level of significance. Thus, the competitiveness of
SMEs does not have any significant effect on their financial performance. Therefore, this study
failed to support H3b hypothesis. Because Czech, Slovak, and Hungarian SMEs indicated similar
patterns in this relationship, they did not differ.

Regarding the effect of innovativeness on financial risk management, the cut-off values in the Hun-
garian sample were significant at the 5% significance level (Innovativeness: 1 p=0.000; Innovativeness:
2 p=0.000; Innovativeness: 3 p=0.000; Innovativeness: 4 p=0.001). Moreover, the coefficients for the
cut-offs were negative (The values from the ‘Estimate’ column for Innovativeness 1: -4.120, Innova-
tiveness 2: -2.826, Innovativeness 3: -2.604, Innovativeness 4: -2.736). The volumes for the p-values
and the coefficients confirmed that Hungarian SMEs with lower ratings in innovativeness were more
likely to manage their financial risk compared to their more innovative counterparts.

Table 5. The results regarding the 3rd research model

Country Variable |Estimate| S.E. | Wald | df | Sig. 95% Cl [Lower Upper]
MODEL-3
Czech Risk man. =1 -1.793 0.784 5.225 1 0.022 [-3.330 -0.256]
Republic |Risk man. =2 0.371 0.780 0.226 1 0.634 [-1.158 1.900]
Risk man. =3 2.298 0.793 8.388 1 0.004 [0.743 3.853]
Risk man. =4 3.487 0.838 17.315 1 0.000 [1.845 5.130]
Innovativeness = 1 -1.846 0.650 8.072 1 0.004 [-3.120 -0.573]
Innovativeness = 2 -0.703 0.638 1.214 1 0.270 [-1.953 0.547]
Innovativeness = 3 -0.681 0.642 1.128 1 0.288 [-1.939 0.576]
Innovativeness = 4 -0.452 0.691 0.428 1 0.513 [-1.806 0.902]
Competitiveness =1 | -0.095 0.551 0.030 1 0.864 [-1.174 0.985]
Competitiveness =2 | 0.351 0.546 0.413 1 0.521 [-0.720 1.422]
Competitiveness=3 | 1.046 0.570 3.365 1 0.167 [-0.072  2.163]
Competitiveness=4 | 0.802 0.629 1.623 1 0.203 [0.432 2.035]
Slovakia |Risk man. =1 -3.734 1.537 5.900 1 0.015 [-6.747  -0.721]
Risk man. =2 -1.086 1.527 0.506 1 0.477 [-4.080  1.908]
Risk man. =3 0.862 1.527 0.319 1 0.572 [-2.130  3.855]
Risk man. =4 3.479 1.664 4.369 1 0.037 [0.217 6.740]
Innovativeness = 1 -2.568 1.339 3.677 1 0.055 [-5.193  0.057]
Innovativeness = 2 -1.651 1.325 1.554 1 0.213 [-4.248  0.945]
Innovativeness = 3 -0.932 1.323 0.496 1 0.481 [-3.524  1.661]
Innovativeness = 4 -1.025 1.382 0.550 1 0.458 [-3.734  1.684]
Competitiveness=1 | -1.325 .802 2.734 1 0.098 [-2.896  0.246]
Competitiveness =2 | -0.187 .787 0.056 1 0.813 [-1.729 1.356]
Competitiveness =3 | -0.037 .802 0.002 1 0.963 [-1.609 1.534]
Competitiveness =4 | -0.149 .844 0.031 1 0.860 [-1.802 1.504]
Hungary |Riskman.=1 -4.530 0.798 32.210 1 0.000 [-6.094 -2.965]
Risk man. =2 -1.095 0.777 1.986 1 0.159 [-2.617  0.428]
Risk man. =3 0.509 0.770 0.436 1 0.509 [-(1.001  2.018]
Risk man. =4 2.723 0.911 8.936 1 0.003 [0.937 4.508]
Innovativeness = 1 -4.120 0.738 31.196 1 0.000 [-5.566 -2.674]
Innovativeness = 2 -2.826 0.695 16.549 1 0.000 [-4.187 -1.464]
Innovativeness = 3 -2.604 0.705 13.639 1 0.000 [-3.985 -1.222]
Innovativeness = 4 -2.736 0.794 11.870 1 0.001 [-4.292  -1.179]
Competitiveness=1 | -0.684 0.722 0.897 1 0.343 [-2.099 0.731]
Competitiveness=2 | 0.197 0.698 0.080 1 0.778 [-(1.170  1.564]
Competitiveness=3 | 0.959 0.727 1.738 1 0.187 [-0.467  2.384]
Competitiveness=4 | 1.225 0.759 2.604 1 0.107 [-0.263  2.713]

Note: Sig.: significance
Source: own study.
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However, this result from the Hungarian sample was not compatible with the other research sam-
ples. This is because p values for the levels of innovativeness (especially for the 2nd, 3rd, and 4th cut-
offs) in Czech and Slovak samples were higher than the selected significance level. Hence, innovative-
ness was not a significant predictor of financial risk management of Czech and Slovak SMEs. This result
confirmed that a difference exists between Czech or Slovak SMEs and Hungarian SMEs concerning the
relationship between innovativeness and financial risk management. Because this study confirmed the
negative (in the Hungarian sample) or non-existent relationship between innovativeness and financial
risk management of SMEs (in Czech and Slovak samples), this study failed to support H3a hypothesis.

Discussion

Concerning the impact of innovativeness on the bankruptcy perception of Czech, Slovak, and Hungar-
ian SMEs, this study found no country-level differences. This result is compatible with the study of
Civelek et al. (2020a) since those researchers did not confirm the differences between countries re-
garding the impact of innovative actions of SMEs on their bankruptcies. Regarding the relationship
between the competitiveness of SMEs and their perceptions of bankruptcy risk, this study explored
the differences between Czech and Slovak, and Slovak and Hungarian SMEs. On the other hand, Khan
et al. (2020) confirmed the differences in the perception of bankruptcy risk by Czech and Slovak SMEs.
Hence, the results of this study regarding the bankruptcy perception of Czech and Slovak SMEs are in
line with the findings of Khan et al. (2020).

When it comes to the impact of innovativeness on financial performance, this study confirmed
the differences between Czech and Hungarian, and Slovak and Hungarian SMEs. In this regard, this
study found similar results to the studies of Lindman et al. (2008), Klju¢nikov et al. (2020c), because
these researchers also declared the differences between the innovative performance of SMEs from
various countries including Czech and Turkish (Klju¢nikov et al., 2020c) and Spanish, Finnish, and
Italian SMEs (Lindman et al., 2008).

Corresponding to the effects of competitiveness on the financial performance of SMEs, this study
revealed no differences between various countries’ SMEs. However, Mason et al. (2015) compared
competitive attitudes on the performance of Italian and Austrian SMEs and found differences among
those SMEs. While competitiveness negatively influenced the performance of Italian SMEs, it positively
affected the performance of Austrian SMEs. Thus, the result of this article regarding competitiveness
and performance is not consistent with the study of Mason et al. (2015).

While innovation affects the financial management of Hungarian SMEs, it does not have any
impact on the financial risk management of Slovak and Czech SMEs. Thus, Czech and Hungarian,
and Slovak and Hungarian SMEs indicated various attitudes in this manner. Martinez-Roman et al.
(2019) also highlighted the differences between 13 different European countries regarding the ef-
fects of innovation in risk management. For this reason, the result of this research is compatible
with the study of Martinez-Roman et al. (2019).

This study also found some other similarities among Czech, Slovak, and Hungarian samples, be-
cause the competitiveness of Czech, Slovak, and Hungarian SMEs does not influence their financial risk
management practices. Toulova et al. (2016) also compared the risk management approaches of SMEs
from various European countries including the Czech Republic, Slovakia, Germany, Austria, and Poland
and substantiated the differences between them (Halaskova et al., 2022). Thus, the result of this study
regarding financial risk management differs from the study of Toulova et al. (2016).

As already mentioned above, this research confirmed the nonexistence of the differences between
Czech, Slovak, and Hungarian SMEs regarding the impact of their competitiveness on financial perfor-
mance and financial risk management and innovativeness on bankruptcy. The reason for these results
might stem from the common historical, social, and economic characteristics that these countries have
(Olah et al., 2019). Therefore, these factors might have made SMEs from these countries show similar-
ities concerning the effects of innovativeness and competitiveness on bankruptcy, financial perfor-
mance, and financial risk management, respectively.
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On the other hand, this study proved the differences between Czech, Slovak, and Hungarian SMEs
concerning the effects of their innovativeness on financial performance and financial risk management
and their competitiveness on bankruptcy. According to Statista (2021), the number of insolvencies in
both the Czech Republic (11500) and Hungary (5200) is higher than the number of insolvencies in Slo-
vakia (2186). Since SMEs in both the Czech Republic and Hungary might be aware of this situation, they
might behave less competitively in performing their operations. By doing so, SMEs behaving less com-
petitively might think that they are less likely to go bankrupt. This fact might be the reason, why less
competitive Czech and Hungarian SMEs less intensively perceive bankruptcy risk.

Regarding the differences in innovativeness among those countries, financial performance and fi-
nancial risk management, political risk, competition in a specific market (Dvorsky et al., 2020; Toulova
et al., 2016), and cultural differences (Klju¢nikov et al., 2020c) might be strong arguments to explain
why Hungarian SMEs differ from their Czech and Slovak counterparts. The Global Competitiveness In-
dex might be a good indicator to highlight the differences in the market competitiveness in various
countries. According to the Global Competitiveness Report, the score of Hungary on the competitive-
ness index is lower than the Czech Republic and Slovakia (Trading Economics, n.d.). Being located in a
less competitive environment might make SMEs behave less innovatively and this fact might be a rea-
son why less innovative Hungarian SMEs have higher financial performance and are good at managing
financial risk in comparison with their more innovative counterparts. Corresponding to cultural differ-
ences, due to being formerly Czechoslovakia, the Czech Republic and Slovakia indicate more similari-
ties in values and norms (Civelek et al., 2020b) compared to Hungary. In this regard, Hofstede’s Uncer-
tainty Avoidance dimension can be considered to compare risk perception of individuals from various
countries. This is because Hofstede created an uncertainty avoidance index (UAI) that enables us to
evaluate risk perception (Stefko et al., 2022c). Moreover, Hofstede et al. (2010) declared the fact that
SMEs in countries with higher uncertainty avoidance have fewer propensities to take a risk and per-
form innovative operations. According to Hofstede Index (Hofstede Insights, n.d.), uncertainty avoid-
ance is higher in Hungary than in Czechia and Slovakia, thus, Hungarian firms behave less innovatively
and are risk-averse against risky circumstances. By doing so, less innovative Hungarian SMEs could get
better financial performance and financial risk management. Regarding political risk, it is higher in
Hungary than in Czechia and Slovakia (Regional Political Risk Index, PRS Group, 2020). This political risk
in Hungary can make SMEs in Hungary risk less, therefore, they might not apply risky innovative ac-
tions. In this regard, they can have better financial performance and manage risks more effectively.

Financial literacy has crucial importance for the financial risk management, performance, and com-
petitiveness of SMEs. Thus, educational courses that increase the awareness and knowledge of firm ex-
ecutives might provide solutions to reduce the financial concerns of SMEs. Even if they are newly estab-
lished, firms having educated executives might become more capable of overcoming potential financial
problems. By getting such information, executives can also know how to find suitable financing options
for their companies. On the other hand, lacking managerial experience can cause SMEs to perceive fi-
nancial issues more intensively and face difficulties to find effective solutions for them. Therefore, stu-
dents in business, entrepreneurship, economy, international trade, and similar departments need to be
supported by training that increases the responsibility of these students in a practical manner. Although
governments stimulate collaboration between universities and businesses to provide training for stu-
dents, the time that students spend in such organizations might be increased (Wach & Bilan, 2021).

On the other hand, the stability in the legal environment (Stefko et al., 2021) and the quality of the
institutional environment are very crucial for the development of some industries (Stefko et al., 2022d).
In this regard, the costs of borrowing for innovative initiatives and R&D activities can be reduced by the
regulations of governments to increase the innovativeness of competitive industries or some sectors that
have imperfect competition causing limited financing options (Stefko et al., 2018). Governments can also
provide some VAT exemptions or corporate tax exemptions for financial institutions that stimulate the
innovative posture of SMEs. On the other hand, governments can impose sanctions to protect intellec-
tual property that is guarantee of creative and innovative ideas of SMEs. Because patents, trademarks,
and copyrights are costly for SMEs, policymakers can also give some subsidies or incentives to SMEs to
protect their intellectual property at lower costs. These incentives also motivate both managers and
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workers of SMEs (Stefko et al., 2017). If these targets are achieved, SMEs might become more competi-
tive and innovative to overcome bankruptcy risk, financial risk, and performance issues.

CONCLUSIONS

Since most SMEs have higher financial risks than their larger rivals, their main problem is access to
bank funding. To overcome this issue, their perception of financial risk and their entrepreneurial capa-
bilities might provide solutions. But depending on the countries where SMEs are located, these abilities
and perceptions might differ. In this regard, this article aimed to find whether the effects of innovative
and competitive attitudes of SMEs on their perceptions regarding financial risk differ depending on the
countries where they operate or not. Thus, the research team created an online survey and 1221 SMEs
from the Czech Republic, Slovakia, and Hungary took the survey. Moreover, this study investigated
whether there was a positive or negative association between innovativeness, competitiveness, bank-
ruptcy, financial performance, and financial risk management. To achieve the research aim, the re-
searchers performed Ordinal Logistic Regression analyses in the SPSS statistical program.

According to the results, this research did not find negative associations between innovative-
ness, competitiveness and bankruptcy. Moreover, positive relationships between innovativeness,
competitiveness, financial performance and financial risk management did not emerge. Thus, this
research failed to support all research hypotheses. On the other hand, this study confirmed the sim-
ilarities among Czech, Slovak, and Hungarian SMEs regarding the impact of innovativeness on their
bankruptcy concerns and the impact of competitiveness on their financial performance and financial
risk management. Having similar socio-economic conditions in those markets might be the reason
for those similarities among SMEs. However, this research also proved the differences between
SMEs from the Czech Republic, Slovakia, and Hungary corresponding to the influences of competi-
tiveness on their bankruptcy concerns and innovativeness on their financial performance and finan-
cial risk management. The differences among those SMEs might stem from the number of insolven-
cies, political risk, competition, and cultural differences in those various markets. The developments
in the financial literacy of company executives and their managerial experiences and the improve-
ments in credit access conditions, intellectual property rights, and tax legislation can make SMEs
reduce their concerns about their financial risks. Thus, policymakers’ implementations are crucial to
providing equal opportunities for SMEs even if they operate in various markets.

Although this study analysed SMEs from various countries and with various financial perspectives,
it has some limitations. One of the limitations of this article is the lack of data that consists of financial
statements. Moreover, this study analysed only the financial conditions of SMEs from their evaluation.
This study also investigated SMEs from only some European countries and focuses on only some en-
trepreneurial characteristics. To overcome those limitations, new research should include some indi-
cators from the financial statement of SMEs. By doing so, it would focus not only on the self-evaluation
of the financial conditions of SMEs or their executives. The SMEs from other European countries can
also be analysed to indicate more variations in this specific topic. Other components of entrepreneurial
orientation such as proactiveness, risk-taking, and autonomy can also be examined by further studies
to clarify the effects of more entrepreneurial abilities on the financial conditions of SMEs.
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ABSTRACT

Objective: The objective of the article is to examine the causality between material well-being indicators of all the
EU-27 countries and sustainable consumption behaviour indicators of the corresponding consumers. The authors
assumed that the material well-being construct is determined by net income and actual individual consumption
variables. In contrast, the sustainable consumption construct captures five selected behavioural variables.

Research Design & Methods: The hypothesis was that material well-being significantly determines sustaina-
ble practices in European countries. The research model was tested by structural equation modelling (SEM)
using path coefficients and developed construct predictors. Two sets of statistical data were used. The first
was data on material well-being from Eurostat 2019, and the second was a public opinion poll covering the
EU-27 countries as stated in the 2019 ‘Special Eurobarometer 501.

Findings: Consumers in countries with lower material well-being indicators had a lower capacity for imple-
menting consumers’ sustainable practices.

Implications & Recommendations: The reported causality is essential for policy decision-makers to regulate
measures more reliably according to specific countries and distribute scarce resources relevant to their sus-
tainable consumer practices capability.

Contribution & Value Added: The article contributes to the sustainable consumption theory by developing
new theoretical construction that combines the different sustainability featured variables. Introducing policy
measures for sustainable consumer behaviour, which simultaneously require sacrifice, will depend on con-
sumer income and the ability to meet the costs of environmentally friendly activities.
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INTRODUCTION

Struggling for sustainability has been supported by political (e.g., European Green Deal, Circular Econ-
omy Action Plan) and voluntary initiatives (e.g., Fairtrade, Forest Stewardship Council) that seek to
change the current ecological footprint affected by negative consequences of consumer habits, not
promising long-term existence (Zysk, 2020). The European Union has several policies relevant to con-
sumers’ sustainable choices. Studies on the impacts of consumption on the environment show that
environmentally friendly choices poorly saturate the market (Sajn, 2020). The European Union leader-
ship, with its sustainability policy, regulates and creates new rules and opportunities for consumers to
change their consumption patterns to be more environmentally friendly. Not all countries can achieve
sustainable consumption goals equally, effectively, and quickly.
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The latest survey of consumer attitudes on different aspects of sustainability in the European Un-
ion shows significant differences between the Member States. Only 12% of Hungarians and 20% of
Croatians have bought products marked with an environmental label in the past six months, while 65%
of Swedes have done so (EC, 2020). The lagging countries are trying to catch up with the more devel-
oped ones. The presumption is to prove that the level of material well-being of consumers is a signifi-
cant enabler for achieving better effectiveness of sustainable consumption policy implementation at
the national level. Policymakers allocate resources to raise the country on the ranking scale, but the
material capabilities of the population limit these efforts.

Consumer purchasing power, signalled by real household expenditures, and determined by their
household income per capita, limit the practice of sustainable consumption that requires more valua-
ble resources (e.g., consuming pesticide-free organic food, purchasing electric vehicles) so that con-
sumers in less developed countries cannot afford all that is needed to effectively implement the na-
tional sustainability policy and the disparity of income distribution in the European Union (Pileliené &
Tamuliené, 2021). Research needs to include more on the impact of household income on sustainable
consumption as well as the disparity of income distribution in the European Union (Duarte et al., 2021).
There are disparities in income and lifestyle within and among countries which is the starting point for
each country in achieving its sustainability goals (Filauro & Parolin, 2018). These identified discrepan-
cies motivated the authors of this article to examine the econometric causality between the two com-
bined sets of data. One set of data represents material well-being, while the second set consists of
indicators related to sustainable consumption. Material well-being is assumed to be one of the causes
of poor performance and below-average indicators of sustainable consumption practices, mainly in
CEE countries. A confirmatory factor analysis method using SPSS AMOS was used to identify causation.

The article is organised as follows: a literature review and hypothesis development will be pre-
sented in the second section. The methodology will be explained in the third chapter. Empirical find-
ings and a discussion of the results will be discussed in the fourth section. Finally, the last part will
cover policy implications, study limitations, and further research potential.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

According to the neoclassical economics paradigm, people’s needs are unlimited and insatiable, and
humans always choose alternatives to maximise their well-being (Guillen-Royo & Wilhite, 2015). It
is a broad and complex construct, generally describing the quality-of-life satisfaction level, both from
an objective perspective (measured by economic growth, for instance) and a subjective one (ex-
pressed by a self-reported feeling of happiness). Therefore, it consists of both material and non-
material components. However, it must be stressed that material well-being is widely recognised as
a critical determinant of overall well-being (Ferriss, 2002). For this reason, in most countries world-
wide, individuals strive to increase their material well-being, closely related to their consumption
level. But the more people consume, the higher their material well-being becomes, and conse-
guently, the more products are delivered to the global market, the higher carbon footprint emission
it causes (Duarte, Miranda-Buetas, & Sarasa, 2021; Subova, 2022). That is potentially more harmful
to the environment and finally presents a more significant threat of climate catastrophe for the en-
tire civilisation. On the other hand, the higher the level of material well-being, the more other as-
pects of life, like clean air and a restored natural environment, become important issues for wealthy
societies in the future. A key to such a future is the rejection of personal consumption beyond what
is needed to fulfil a ‘good life,” as stated by Kates, Parris, and Leiserowitz (2005).

Sustainability is a normative mechanism, and according to Baumgartner and Quaas (2010), it rep-
resents how people behave and relate to nature and how responsible they are to each other for future
generations. Kates, Parris, and Leiserowitz (2005) argue that many scholars and practitioners have
made massive interdisciplinary efforts and developed hundreds of indicators to measure sustainability
dedicated to nature, the environment, economic development, or the human condition (Potoczak,
2021). The authors of this article listed essential factors to be sustained in the long term: reducing toxic
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emissions, energy, and healthy foods. These three factors served as a guideline for selecting sustaina-
bility factors in designing the research framework.

Many articles have already contributed to developing the theory of sustainable consumption, but
additional research still needs to be carried out. It is crucial to analyse the relationships between indi-
vidual variables and constructs to predict which ones have the power to influence sustainability (Tam
& Chan, 2018; Krepl et al., 2020; Makarenko et al., 2022). The connection between sustainability and
country development has always been uneasy (O’Riordan et al., 2020; Chovancova & Tej, 2020; Sulyova
& Kubina, 2022). In a recent article, by using the clustering method, Ulman et al. (2021) show how
development patterns in the European context strengthen capacities to achieve sustainable goals. The
authors determine two components, human well-being and economic well-being, to test their relation
to environmental well-being in EU countries. Their concept of economic well-being includes organic
farming, savings, employment, and others. The result shows that the different level of well-being
throughout the EU reflects sustainability as a function of environmental well-being. Most developed
countries such as Austria, Belgium, and Finland significantly improved environmental well-being in
2019 — unlike in 2006 — compared to the less developed Romania, Poland, and Croatia (Androniceanu,
A.-M. et al., 2020). Rahman & Koszewska (2020) surveyed in Poland and conclude that pro-environ-
mental behaviour is also a concern in other aspects of consumption, such as clothing.

We used official Eurostat statistics on net income and expenditure per capita to build a material
well-being construct. Following the research call of Tam and Chan (2018), this article seeks to explain
how material well-being elevates the sustainable consumption construct. In earlier research (Strau-
ghan & Roberts, 1999; Pagiaslis & Krontalis, 2014; Saari et al., 2021), some mechanisms have already
demonstrated the impact of consumer well-being on sustainable consumption. A previous study by
Magazzino and Leogrande (2021) assessed the relationship between well-being and other constructs
such as education, income, and social relationships. To this end, the researchers used the social well-
being index as a levelled composite measure of happiness, referring to 21 regions in Italy.

Eurobarometer is a systematic instrument of the European Commission for surveying the pop-
ulation of the European Union, which has been carried out since 1974 to gather views on various
social, political, and economic topics and issues. It can be used as a methodologically reliable data
source for scientific research purposes (Aldrin, 2011). No similar survey has been cited so many
times in such scientific works as Eurobarometer, the results of which are often reported in high-
ranking journals. Kaase and Saris (1997) consider Eurobarometer a means of collecting data on
population attitudes that can help create certain social groups prone to political initiatives of the
European Union (e.g., sustainable policy). Eurobarometer questionnaire is structured to process
results as transnational for comparing data between countries. Google Scholar highlights the term
‘Eurobarometer’ in 218 peer-reviewed articles in 2021, while ScienceDirect specifies it as a keyword
in 60 research articles in social sciences published in 2020.

Numerous studies have been conducted in the past on the relationship between material well-being,
environmental concern, and pro-environmental behaviour, both at the societal and the individual level
(Franzen, 2003; Egea & Garcia-de-Frutos, 2013; Richterova et al., 2021; Ulman et al., 2021). In general, it
was proved that country wealth is positively related to mitigating climate change behaviour (Ortega-
Egea, Garcia-de-Frutos, & Antolin-Lopez, 2014). One of the explanations for this fact comes from Ingle-
hart’s (1997) theory. According to it, post-materialist environmental concerns leading to more sustaina-
ble consumption may appear as an indirect consequence of wealth mediated by post-materialist values,
like self-expression and the quality of life. Another explanation is the prosperity/affluence hypothesis,
which assumes a direct relationship between material well-being and environmental concern (Franzen
& Meyer, 2009, Ortega-Egea et al., 2014). Dynamic analysis was also applied to examine the relationship
between economic well-being and pro-environmental attitudes and behaviour. It was discovered that
environmental degradation also increases at the first stage of income growth. However, after a turning
point, this degradation starts to decrease with an increase in income level. This effect, known as the
inverted U-shaped environmental Kuznets curve, was confirmed in some studies (Shahbaz, Lean, & Shab-
bir, 2012). However, other research showed that the relationship between the abovementioned varia-
bles should be described with an N-shaped curve (Ozokcu & Ozdemir, 2017).



128 | Dario Dunkovi¢, BlaZzenka KneZevi¢, Barbara Borusiak

Several articles pioneered the operationalisation of theoretical environmental and sustainabil-
ity constructs (Buttel & Johnson, 1977; Hines, Hungerford, & Tomera, 1987). Sustainable consump-
tion research focuses on behaviours and attitudes in which the authors mainly use structural mod-
elling to illustrate direct and indirect relationships between environmental constructs (Fraj-Andrés
& Martinez-Salinas, 2007; Saari et al., 2021). Consumers who care about environmental pollution
problems (i.e., environmentally friendly behaviour) mainly express this by choosing organic prod-
ucts and undertaking recycling activities (Minton & Rose, 1997).

The environmental impact on consumers can be direct or indirect. Following Stern’s (2000) theory
of environmentalism, consumers act directly on the environment when sorting waste for recycling,
consuming organic food, or using solar energy for heating, thereby significantly changing the environ-
ment. The indirect impact of consumers on changes occurs when their actions or references affect
others to change their behaviour (Firlej & Stanuch, 2022). Stern (2000) concludes that personal capa-
bilities are an essential causal variable in the implementation of sustainability policy, including
knowledge (smart choice), skills (comparison), and material capacities (money) to undertake certain
activities in time. Individual contribution of the household is not enough, because positive changes can
arise only through aggregate efforts when many undertake the same activities. Consumers who are
convinced that their environmentally friendly behaviour is valuable will be further encouraged by their
efforts if they see others doing the same, if not more. Income inequality and uneven personal con-
sumption levels among the national markets of the European Union currently exist (Eurostat, 2021;
Androniceanu, 2020). This signals that consumers have different material capacities when selecting
and purchasing certain more expensive products and that lower-income consumers sacrifice more
when buying products with higher prices. This could be why consumers in some markets can align their
income and consumption with sustainable consumption guidelines more than in other national mar-
kets. The sustainable consumption scheme should ensure national prosperity so that all the resources
consumed that impoverished the natural system can be returned ecologically. The Green Deal sustain-
ability framework was offered to the Member States to implement it equally (EC, 2019).

A hypothesis and research model were set about the relationship between the two constructs
where ‘sustainable consumption’ is contingent on ‘material well-being.” Accordingly, we hypothe-
sized the following:

H1: Consumers’ material well-being is positively related to the sustainable consumption be-
haviour of Europeans.

The statistical significance of correlations is often used to assess the strength of such a relationship.
The two constructs framework was examined by the path diagram method. Research data included
secondary Eurostat statistics and Eurobarometer survey results. According to Mueller and Hancock
(2019), it is appropriate to use structural equation modelling (SEM) to analyse such conceptions, be-
cause it can explain the simultaneous causality between the latent and observed variables. The re-
search model was structured with two constructs, as illustrated in Figure 1.

H1

Material Sustainable

wellbeing consumption

Figure 1. The research model
Source: own elaboration.

Applying the political concept of sustainability requires introducing new rules into consumer be-
haviour and nudging their habits around food and energy consumption and sustainable clothing while
also considering sorting out waste as well. It is typical for food or electrical appliances that are top-
ranked on an environmentally friendly scale (e.g., organically produced milk, an ‘A-class’ freezer, or
dryer) to have above-average prices compared to conventional products of similar functionality. To
afford such more advanced products, consumers are required to set aside more disposable income.
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Material Well-being Conceptualisation

The concept of material well-being may be defined as the possibility of fulfilling the current material
needs of consumers by achieving the intended standard of living. It covers aspects of consumer well-
being or consumer material opportunities in the marketplace. Namely, Eurostat (2021) defines ‘ma-
terial well-being’ as an individual standard of living expressed through three indicators: income, ex-
penditures, and material conditions (i.e., place of living). There are multiple conceptualisations of
material well-being (Sirgy, 2018) that mainly include the financial situation, the adequacy of personal
income, satisfaction with satisfying needs, and fulfilling wishes. This assumes the level of satisfaction
with the possibility of obtaining the desired goods and services, as well as the desire to own valuable
assets (Aliyev, 2022). If someone asked or encouraged consumers to buy more valuable things than
they could afford, it would create frustration for consumers, because it is unlikely that they would
opt for the purchase. Because in these cases well-being was a subjective estimate (e.g., level of sat-
isfaction) and each person judged their well-being, subjective impressions were not taken for the
research model; instead, material data was used.

The research of Bruggen et al. (2017) shows that financial well-being has a strong and positive
correlation with overall well-being, so revenue and expenditure variables can be viewed as aggregating
nationally. Promoting well-being has become a central political goal for social and public policy (Taylor,
2011). Social policy is the study of human well-being. Dean (2005) argues that the advantage of well-
being as a term is that it can turn our attention to the positive aspects of social policy instead of the
negative aspects of social problems. Well-being should provide answers to questions of human mean-
ing, happiness, personal experience, social recognition, and access to material goods and resources. In
this research, ‘material well-being’ was treated as a measurement model predicted by ‘net income’
and ‘expenditure’ variables, as illustrated in Figure 2.

Net Income \

Expenditure

Material

well-being

Figure 2. Empirical variables composing the ‘material well-being’ measurement model
Source: own elaboration.

What consumers can afford depends on their net income and how much they spend. Suppose
income is limited so that they have to spend less. In that case, they are unable to obtain more ex-
pensive goods and services that correspond to higher quality and more functional features (i.e., an
automatic change from petrol to electric cars). Hayo and Seifert (2003) confirmed individual in-
come’s positive and significant impact on personal well-being.

In statistical methodology, material well-being represents the volume of goods and services that
households consume to satisfy their needs. Material well-being can also be referred to as economic
welfare or economic well-being (Eurostat, 2012). It is common to take the gross domestic product
(GDP) as a benchmark for national economic wealth and the GDP per capita to compare the material
well-being of its residents. Although GDP is a good indicator of economic power, it is not a sufficiently
precise measure of material well-being since material well-being is defined as the personal consump-
tion of goods and services per household member — consumption that arises only to meet individual
needs. To obtain as high a macroeconomic variable of material well-being per capita as possible, the
most accurate statistical indicators that were related only to households were used for this study. Ac-
cording to Eurostat (2012), the best measure of material well-being is the actual individual consump-
tion (AIC), which comprises expenditures on goods and services that households consume to satisfy
their individual needs, including individual spending on public services.
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Sustainable consumption construct

‘Sustainable’ means a level and pattern of consumption that meets the current needs without com-
promising the possibility of future generations being able to meet their needs as well (Thggersen,
2005). The European Green Deal aims to reduce people’s negative impact on nature. This is only pos-
sible if changes are encouraged in their economic and social behaviour (EC, 2019), as the negative
consequences of the current behaviour towards nature rise. At the behest of the European Commis-
sion, an opinion poll was conducted throughout all Member States to collect attitudes and behavioural
data of residents towards the environment and the practice of the sustainability scheme. This is where
aggregated data can be obtained on how the population (consumers) views activities encouraged by
the sustainability policy (e.g., discussions about sustainability topics) and how much they practice it, if
at all (e.g., recycling, consuming local, and organic food). Each of the five selected observed variables
used in the research model as predictive variables is presented in Figure 3.

Recycling Environmenta
| chat

Sustainable Environmenta

consumption | label
Local food Organic food

Figure 3. Empirical variables composing the ‘sustainable consumption’ construct
Source: own elaboration.

The corresponding labels are used to characterise each of the observable variables. The following
section describes all variables related to the sustainable consumption construct.

Environmental Label and Environmental Chat

An environmental label is a pictogram to tackle customers about the effects of products before they
start to consume them. Purchasing products marked with an environmental label (research variable la-
belled: ‘environmental label’) reveals consumers’ preferences and lifestyles in terms of the protection of
nature (e.g., the ozone layer consideration), the environment (e.g., biodegradability), and health (e.g.,
less carbon dioxide inhalation), but also reveals the product’s material capabilities as it signals that they
are more technologically advanced and innovative. In most cases, products whose properties are to meet
the new standards include innovative production activities, thereby raising costs and the retail price. En-
vironmental labelling facilitates and accelerates purchasing decisions for consumers prone to sustainable
consumption (Stern, 2000). They are keen on different products featuring different functionalities, tastes,
and appearances, considering them more favourable than conventional ones. Labelling is a marketing
incentive to encourage consumers to change the market in this direction. Environmentally friendly labels
indicate which products’ production and consumption have an estimated less harmful impact on carbon
footprint, greenhouse gas generation, and climate change. The greater the political drive towards sus-
tainable consumption, the greater the presence of relevant labels on the market. Labelling is quite sim-
ple, however, it signals one complex mechanism that is not only related to ecology but also to the health
of the population (e.g., nutrition, food safety) and social well-being.

The representation of environmental problems in everyday conversation reveals how much con-
sumers are concerned about the topic, how much they care about the opinions of others, and how
interested they are in promoting sustainability through their consumer habits and behaviour. Consum-
ers can improve the practice of the overall mechanism by exchanging experiences and knowledge with
each other. If consumers can participate in these activities and processes, they will also be more en-
thusiastic to talk about them. Discussing environmental issues with others (research variable labelled:
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‘environmental chat’) signals the willingness and interest of consumers to engage in the process and
also shows curiosity about the information in this area that other institutions or academic circles have
addressed. It is difficult to assume that the goals set to face the problem of environmental pollution
will be achieved if experiences, proposals, critical thinking, and knowledge are not exchanged. The
proportion of consumers talking to others about this topic signals the issue’s relevance, as this in-
creases the likelihood that they will encourage others to undertake sustainable activities (e.g., recy-
cling and energy-saving actions).

Recycling Waste

Recycling is part of the European Union’s circular economy policy (EC, 2019). Examining whether con-
sumers separate most of the waste for recycling (research variable labelled: ‘recycling’) reveals the
share of consumers undertaking activities driven directly by the sustainable consumption goals in the
national market. The European sustainability policy includes recycling the following items: electronic
devices, batteries, vehicles, packaging, article, plastics, textiles, water, construction structures, and
food waste. However, a recent European Commission survey (EC, 2020) shows that less developed
countries lag in circular economy policy implementation (Figure 4).
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Figure 4. The recycling rate of municipal waste
Source: Eurostat Browser, Tables on EU policy, online data code: CEI_WMO011.

Although all consumers have the discretion to decide how to behave and what lifestyle they will
lead, their behaviour is expected to respond and contribute to the prevention of resource scarcity
and environmental degradation (Th@ggersen, 2005). Introducing recycling standards and other initi-
atives can support changes in consumer behaviour.

Organic Food and Local Food

Sustainable consumption is part of the farm-to-fork (F2F) strategy that needs to contribute to the
realisation of a circular society and economy. The European Green Deal aims to change how food
is consumed (EC, 2019) and includes a sustainable products policy to support the circular design.
The practice of organic food consumption (research variable labelled: ‘organic food’) promotes sus-
tainable consumption of food, as well as the consumption of food products of local origin with low
environmental impact. Recent research (Vandevijvere & Anderle, 2019) reveals how healthier or-
ganic food products raise the value of the retail assortment offered by increasing the price so that
more organic food products are available in countries with higher incomes. Furthermore, they be-
lieve that the impact of higher organic food quality on the price increase mainly creates a negative
effect on reshaping consumer habits to a circular economy.

Food produced in the local climate tastes better and fresher than food treated to preserve fresh-
ness since it is transported from remote locations (Simonetti, 2012). The nutritional properties of or-
ganic food are also better (i.e., biodiverse food’s antioxidant content is higher than conventional
food’s). The habit of consuming local food and drink has fewer negative impacts on gas emissions in
general. The share of consumers who have bought local food products (research variable labelled: ‘lo-
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cal food’) agrees that these products are more suitable for their health, more controlled, and thus
superior to food produced in other countries, which imposes proneness to a circular economy. Con-
sumers are more confident in local food than global distribution flows (EC, 2020).

RESEARCH METHODOLOGY

As the first part of the desk research, we analysed data sourced from the Eurostat tables covering
material living conditions and standards in 2019 throughout the EU-27 Member States without ex-
ception. There are several topics that the Organisation for Economic Co-operation and Develop-
ment (OECD; 2020) considers essential in assessing the well-being concept in terms of material
living conditions (e.g., housing, income, jobs) and quality of life (e.g., community, education, envi-
ronment, governance, health, life satisfaction, safety, and work-life balance). The OECD uses the
statistical indicator Net adjusted disposable income as a part of the Better Life Index methodology
intended to measure well-being. This index serves to help determine the living conditions and qual-
ity of life of the residents. This way, they can get more information when it comes to better engag-
ing in tailoring the social policy that shapes their daily lives (OECD, 2020).

Disposable household net income per capita includes income from economic activity (i.e.,
wages and salaries), property income, social benefits, and transfers and has several variants. One
of the variants is the median equalised disposable net income per inhabitant which represents the
population’s median amount of money available per capita for spending on goods and/or services.
It is a material measure of the national living standard (Eurostat, 2012).

Table 1. Statistics on material living conditions and standards (2019, in PPS)

Member State (EU-27) Net income Expenditure®
Belgium 22.100 23.600
Bulgaria 8.371 12.100
Czechia 14.035 17.600
Denmark 22.371 23.800
Germany 22.693 25.200
Estonia 14.240 15.500
Ireland 19.775 19.600
Greece 9.765 15.900
Spain 16.171 18.700
France 20.471 22.500
Croatia 10.734 13.700
Italy 17.099 20.600
Cyprus 18.590 19.800
Latvia 11.031 14.600
Lithuania 11.509 19.000
Luxembourg 28.943 30.800
Hungary 9.360 13.800
Malta 18.588 17.700
The Netherlands 21.968 23.800
Austria 23.687 24.300
Poland 12.335 16.400
Portugal 11.602 17.700
Romania 7.338 16.100
Slovenia 16.633 17.000
Slovakia 10.503 14.200
Finland 20.362 23.000
Sweden 20.413 22.400

(1) Median equalised disposable net income per inhabitant. Eurostat online data code ILC_DIO3
) Actual individual consumption (AIC), real expenditure per capita. Eurostat online data code PRC_PPP_IND
Source: Eurostat Data Explorer.
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While GDP is mainly an indicator of the level of economic activity, ‘actual individual consump-
tion is an alternative indicator better adapted to describe the material welfare of households (Eu-
rostat, 2012). Therefore, another aggregated statistical variable listed in Table 1 is the expenditure
per capita expressed in PPS virtual currency. Eurostat statistics show that the average real expendi-
ture per capita related to EU-28 was 21 800 PPS in 2019. Over the past several years, since 2012, it
has raised steadily on average at the rate of 2.5%. Looking back to 2017, quite a similar trend is
characterised by net income per capita. Both variables show a steady upward line; therefore, no
indications of data disturbances prior to and in 2019.

Table 2. Individual action in favour of sustainable consumption

Member State Recycling!! Environment | Environmental | Organic food® Local food®

(EU-27) [%] chat? [%] label® [%] [%] [%]
Belgium 70 33 18 23 41
Bulgaria 23 22 10 10 45
Czechia 69 18 20 10 34
Denmark 78 60 51 29 44
Germany 61 45 28 24 55
Estonia 59 29 19 15 53
Ireland 61 25 20 17 43
Greece 65 26 14 12 37
Spain 75 28 12 13 36
France 76 36 27 28 52
Croatia 56 23 20 10 36
Italy 60 20 13 9 31
Cyprus 68 31 20 26 52
Latvia 49 26 20 14 60
Lithuania 76 23 20 13 44
Luxembourg 76 43 32 26 53
Hungary 53 22 12 9 29
Malta 75 24 17 8 49
The Netherlands 84 61 31 38 35
Austria 46 35 32 26 56
Poland 56 19 18 9 20
Portugal 77 20 10 11 26
Romania 26 18 13 10 28
Slovenia 82 31 22 20 48
Slovakia 70 31 17 15 43
Finland 80 29 35 29 54
Sweden 88 65 65 39 68

Note: (1) Answer to the question: Have you separated most of your waste for recycling in the past six months? (2) Answer to
the question: Have you spoken to others about environmental issues in the past six months? &) Answer to the question:
Have you bought products marked with an environmental label in the past six months? () Answer to the question: Have you
changed your diet to more sustainable food in the past six months? (?) Answer to the question: Have you changed the
proneness of your diet to locally produced food in the past six months?

Source: European Commission (2020, p. 57), ‘Special Eurobarometer 501’ survey conducted in December 2019.

As the source of the second dataset, a public opinion poll conducted in 2019 and published in
the Special Eurobarometer 501: ‘Attitudes of European Citizens towards the Environment’ (N=27
498) was used. The dataset refers to a collection of data on the behaviour of respondents (consum-
ers) inherent to the concept of sustainability and includes purchasing decisions, shopping, consum-
ing, and post-consuming activities. We collected behavioural data on the practice of the following
actions in the past six months: sustainably produced food becoming more prevalent in the diet;
separation of most waste intended for recycling; choosing products marked with environmentally
friendly labels; including locally produced food in the diet, and finally, talking to others about envi-
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ronmental issues. The indices in Table 2 are the percentages of the respondents who revealed in
their responses whether they practice the abovementioned activities. For example, in Croatia, 23
per cent of the nation discusses environmental issues with others.

Descriptive statistics are summarised in Table 3. Variables such as ‘recycling,” ‘environmental chat,’
and ‘environmental label’ were highly skewed (< -1 or 1<). ‘Recycling’ was negatively skewed, indicat-
ing that the mass of the distribution was concentrated above the mean value. ‘Local food’ skewness
indicated nearly perfect symmetry (=0). Looking at the kurtosis function, only the ‘environmental label’
was significantly far from three, indicating a high portion of very low and very high values.

Table 3. Descriptive statistics of dataset variables (N=27)

Variable Mean S.D. Skewness Kurtosis
Net_Income 16 321 5645.1 0.202 -0.831
Expenditure 19 237 44135 0.578 0.130
Recycling 65 15.9 -1.150 1.341
Environment_Chat 31 13.1 1.491 1.548
Environment_Label 23 124 1.982 4.658
Organic_Food 18 9.2 0.793 -0.401
Local_Food 43 115 -0.046 -0.436

Source: own study.
The correlation analysis in Table 4 reveals significant correlations in most variables examined.

Table 4. Correlation matrix (Pearson)

Variable Net Expenditure | Recycling Environment|Environment| Organic Local
_Income _Chat _Label _Food _Food
Net_Income 1.00 - - - - - -
Expenditure 0.93™ 1.00 - - - - -
Recycling 0.51™" 0.48" 1.00 - - - -
Environment_Chat  |0.65™ 0.63" 0.50™ 1.00 - - -
Environment_Label |0.60™ 0.59™ 0.47" 0.85™ 1.00 - -
Organic_Food 0.74™ 0.73" 0.52™ 0.89™ 0.82"" 1.00 -
Local_Food 0.49" 0.37 0.22 0.50" 0.59" 0.58" 1.00

Note: ** Significant in a level of 0.01. * Significant in a level of 0.05
Source: own study.

For empirical analysis, structural modelling was selected as a multiple regression analysis. It is used
to test a hypothesis when there is prior knowledge of the potential relationships between variables. In
structural modelling, confirmatory factor analysis (CFA) is appropriate, because it can answer the ques-
tion: are the correlations between aggregated latent variables consistent with the research model?
The CFA evaluates hypothetical structures of latent structures to understand better their relationship
with each other (Bandalos & Finney, 2019). The task in the empirical analysis is to determine the rela-
tionship between two latent variables, ‘material well-being’ and ‘sustainable consumption.’

Confirmatory analysis, unlike exploratory, tests latent processes in a predetermined theoretical
structure, where variables are targeted and carefully selected, as is the case in this study. Observable
variables predict latent variables, and then the relationship between latent variables is essential. The
application of SEM can show multiple regression of all observables and latent variables. Path analysis
includes predictive coefficients highlighted above the arrows that are estimated standardised regres-
sion weights. The arrow connecting latent variables shows how much one latent measure over a set of
relationships between variables predicts another, and above the arrow connecting observable and la-
tent variables shows how much the observable affects the latent. Principal component analysis with
the usual Varimax orthogonal rotation was used for the empirical summary of the data set. The statis-
tical method was performed in SPSS analysis of moment structures (AMOS) graphics.
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According to Mueller and Hancock (2019), a good model is determined by using the following ab-
solute and relative good fit indices and considering specific recommended cut-off values: goodness of
fit index (GFI) > 0.85; standard fit index (NFI) > 0.80; comparative fit index (CFl) > 0.90; root mean
square error of approximation (RMSEA) < 0.08; incremental fit index (IFI) > 0.90. The SEM enables
researchers to carry out a simultaneous analysis of explanatory relations among multiple interrelated
variables, either latent or observed variables (Mueller & Hancock, 2019). The research data included
even observable variables, split into two datasets (Table 1 and Table 2), with effects directed towards
two latent constructs. The first latent variable in the research model labelled ‘material well-being’ was
invoked to explain the observed covariation in variables labelled ‘net income’ and ‘expenditure.” In
contrast, the second latent variable labelled ‘sustainable consumption’ captured five individual actions
in favour of sustainable consumption, all addressing the maximum likelihood type of estimation.

RESULTS AND DISCUSSION

Internal consistency of the research model reveals a good model fit, because at least four indices must
be within the acceptable range (Cheung & Rensvold, 2002). The target values of variance extracted
were above 0.50 except for ‘recycling’ and ‘local food’ (CFI=0.998, NFI=0.931, GFI=0.899, IFI=0.998;
RMSEA=0.029). Therefore, the constructs were considered valid.

0.96 0.36 0.30
l Local food I

| Recycling

Net Income

0.98 0.60
0.58 H
0.79%* 0.77
Material wellbeing Sustainable consumption Environment Label

0.95 0.93
0.90

0.91
Expenditure Environment Chat | | Organic Food

Figure 5. The research model with path coefficients and construct predictors
Source: own elaboration.

The result of the modelling illustrates the path diagram in Figure 5. Both observed variables,
namely ‘net income’ (8=0.98***) and ‘expenditure’ (B=0.95***) significantly predicted the ‘mate-
rial well-being’ construct. On the other side of the model, the prediction of ‘local Food’ was sub-
stantial (R=0.60) but not significant (p>0.01). Other variables were treated as statistically significant
predictors: ‘recycling’ was the lowest predictor (£=0.54**) while the ‘environmental chat’
(B=0.93***), ‘organic food’ (8=0.95***), and ‘environmental label’ (8=0.88**) explained the ‘sus-
tainable consumption’ construction very well. The path diagram clearly shows a strong influence of
the observed variables on the prediction of both constructs in the model. Income and expenditure
predicted the ‘material well-being’ construct and significantly affected the ‘sustainable consump-
tion’ (8=0.79**) construct. Table 5 shows that most path coefficients in the structural model were
statistically significant (p<0.01). This evidence supports the research hypothesis.

Empirical research provided evidence that the material status of consumers in the Member States
substantially affects the promotion and effectiveness of sustainable consumption practices in the na-
tional markets. These results can also help implement sustainable consumption policies in lagging
countries, because they could reveal the main reason for their low positioning on the ranking scale.
Many studies try to find the variables that control and align consumer behaviour and motivation with
sustainable consumption policies (Cichocka et al., 2020). Those variables that consumers can afford
(e.g., local food, environmentally friendly household appliances) and those public services that allow
them to do so (e.g., institutional support for recycling) can most strongly trigger behavioural change.
At the same time, those that require other resources remain in the background.
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Table 5. Regression weights for each path

Variables observed — Construct Standardised — coefficients (B) P-value®
H Material wellbeing ~  Sustainable consumption 0.79 0.006
Net Income — Material wellbeing 0.98 Rk
Expenditure ~ Material wellbeing 0.95 *kE
Environment Chat —  Sustainable consumption 0.93 Rk
Recycling — Sustainable consumption 0.54 0.002
Environment Label  Sustainable consumption 0.88 0.002
Local Food — Sustainable consumption 0.60 0.015
Organic Food — Sustainable consumption 0.95 *kE

Note: (1) *** Sjgnificant in a level of 0.001
Source: own study.

The results contribute to a more detailed view that the more affluent European countries can bear
the burden of sustainability more easily than weaker ones. This is in line with the results of Ulman,
Mihai, and Cautisanu (2021), who did a split between CEE countries around the same issue on three
different levels of development. Despite using a different combination of basic components to deter-
mine economic development patterns, they indicate significant differences in environmental dimen-
sions regarding stages of development. According to Sirgy (2018), the higher the requirements of reg-
ulation and the fewer material capabilities of citizens, the more significant the gap between aspirations
and material achievement, as well as the non-cooperation among consumers and regulators.

According to the regression coefficients B in Table 5, it can be concluded that for EU consumers,
variables that do not require additional material exposure (e.g., speaking about environmental issues,
purchasing local food) show a significant and very high degree of prediction of sustainable consump-
tion construction. The other two variables are materially more demanding for consumers (e.g., buying
appliances with an environmental label, purchasing organic food) and targeting policies.

CONCLUSIONS

Less developed countries may consider the introduction of sustainable consumption practices as a
threat to their development. In contrast, richer countries see the development efforts of weaker coun-
tries as a precondition for destroying natural resources (Kates, Parris, & Leiserowitz, 2005). Looking at
consumer policy through several aspects (Sirgy, 2018), such as consuming organically produced food,
recycling waste, or using environmentally friendly appliances in households, it is noticeable that the
material capabilities of consumers have a different degree of impact on each of these spheres.

New regulations and the investment of additional resources in the different ways of promoting
sustainable consumption can likely lead to incremental improvement. However, the results reveal that
reaching the average in the effectiveness of enforcement is reliably conditioned by an increase in con-
sumer living standards. To prove this relationship, a sophisticated method of structural modelling of
the relationship between the observed and unobservable variables was used, which showed that ful-
filling this prerequisite in practice is statistically significant. Although Thggersen (2005) argues that
consumers do not manifest the expected proneness to sustainable consumption even in countries with
high living standards, those countries are ranked much higher on the performance scale. Moreover, it
cannot be generally concluded that sustainability positively affects living standards.

The findings of this research contribute to the sustainable consumption theory by developing
new theoretical construction that combines the different sustainability featured variables as a re-
sponse to the analysis of Tam and Chan (2018). The results show that lower disposable income and
household consumption significantly impact the population’s ability to practice sustainable con-
sumption. Introducing policy measures for sustainable consumer behaviour, which simultaneously
requires greater sacrifice, will depend on consumer income and the ability to meet the costs of
environmentally friendly activities.
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Policy Implications

Policymakers can take advantage of administrative measures that would stimulate targeted con-
sumer behaviour, achieve sustainability targets, and improve the country’s position relative to the
average rank. One of the targeted stimulation measures that would positively impact the amount of
disposable income, household costs, and consumer purchasing power is to reduce the retail tax rate
on food produced by organic production schemes or on energy-efficient appliances. The results re-
veal that it is not only the material condition that triggers the changes. More practical, frequent, and
timely information provided to the public about the harmful consequences (e.g., thematic discus-
sions about environmental problems) of ongoing environmental disruptions and climate change
would have the most potent effect on positive changes towards sustainable behaviour. Any measure
affecting the increase in disposable income and/or the reduction of household costs would have a
reliable and significant impact on the effectiveness of the implementation of a sustainable consumer
consumption policy at the national level. Likewise, Kovac, and Vandenberghe (2020) believe that in
less developed countries, sustainability policy is excessively regulated. Efficiency and wealth maxi-
misation should be the regulator’s mainstream principles in designing the legal framework that will
lead to the effective implementation of the sustainability concept.

Limitations and Further Research

This research has limitations that may encourage future research. There are many options for combin-
ing variables and formatting constructs. The main limitation is that the material dimension of well-
being has been taken as a critical construct only, which according to Buttel and Johnson (1977) also
has a social dimension since various subjective aspects of consumer satisfaction with their treatment
on the market can be tested. Other factors may also represent the sustainable consumption practice
that this article has not examined, which can motivate further research.

Another limitation of the study is that the sustainable consumption construct was based on se-
lected behavioural aspects, which means that many other manifestations of sustainable consumption
were missing, for example, meat consumption or the reduction of air travel. For instance, it was found
that meat consumption is very high in some wealthy countries, like the USA (Ritchie & Roser, 2017).
These two types of behaviour may be perceived as good evidence of high material status, so consum-
ers’ willingness to avoid these types of pro-environmental behaviour could depend not only on mate-
rial well-being but also on product attachment and/or the symbolic meaning of a product, for example.

Further research could examine the causality of other economic or social indicators to different
kinds of sustainable consumption behaviour, i.e., electric car purchases, proneness to slow fashion
clothes, or energy-efficient appliances.
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ABSTRACT
Objective: The study aims to examine the impact of tourism development on latent entrepreneurship in BRICS
countries (Brazil, Russia, India, China, and South Africa).
Research Design & Methods: The study used panel data of BRICS countries for the period of 2001-2020.
The article employs the quantitative method including the panel dynamic ordinary least square approach
to analyse the data.
Findings: The results showed that tourism provides greater opportunities for latent entrepreneurs in BRICS
countries. The results of the control variables showed that economic complexity did not spur entrepreneurial
inspiration while foreign direct investment improves entrepreneurial development in BRICS economies.
Implications & Recommendations: The study concluded that policymakers should concentrate efforts on im-
proving the tourism sector to accelerate the pace of entrepreneurial development. Appropriate policies
should be implemented to further ease the business activities in the group of BRICS economies.
Contribution & Value Added: The study adds value to the literature by providing an empirical analysis of the
nexus between tourism development and entrepreneurship. The study focused on BRICS countries to see
how tourism development springs up entrepreneurial inspiration among adults in emerging economies. The
study models entrepreneurship function within the framework of the panel co-integrating regression ap-
proach. This is a powerful technique that accounts for endogeneity and serial correlation based on the first-
different stationary of the variables.
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INTRODUCTION

The importance of tourism development in the economy is well documented in the literature. It con-
tributes to income growth (Usmani, Akram, & Praveen, 2020) by enhancing international reserves,
improves investment in infrastructures, stimulates human capital development, creates job opportu-
nities, generates positive externalities, and increases relative competitiveness of the economy (Rani &
Kumar, 2021). However, one important area that has been empirically overlooked is the impact of
tourism development on entrepreneurial development (Ferreira et al., 2019; Subramaniam & Masron,
2021). Therefore, the objective of the study is to examine the impact of tourism development on latent
entrepreneurship in BRICS economies. Tourism offers new ideas and opportunities to meet the needs
of consumers and influences latent entrepreneurial process, namely the situation of nursing the ambi-
tion of being self-employed or establishing new business activities in few months’ time. It is generally
agreed that the first stage of entrepreneurship starts with conceiving business ideas that trigger the
exploration of entrepreneurial opportunities within the environment (Barraza, 2018; Le Trinh, 2019).
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Tourism provides opportunities to lunch new businesses ranging from hospitality businesses and
transportation to entertainment and cultural services. It supports the diffusion of innovations and
ideas among tourist entrepreneurs. Despite the significance of tourism, so far, no study has investi-
gated the impact of tourism development within the bloc of BRICS countries (Brazil, Russia, India,
China, and South Africa). This study fills the void in the literature by examining the impact of tourism
development on latent entrepreneurship in BRICS countries. This study focuses on BRICS countries
because they are the leading emerging economies representing a bloc of countries that caters for ma-
jor tourists from advanced nations (Usmani et al., 2020). Tourism development has become the major
focus of these nations after the Chinese-Xiamen Summit in 2017. Over the years, these countries have
recorded robust economic growth with a 30% increase in GDP in 2014, from 11% in 1990. The countries
have been the focal destination for world tourists (World Travel & Tourism Council, 2012; 2015).

Moreover, BRICS countries benefited from tourism development compared to other developing
countries. Tourism opens up the economy for higher entrepreneurial opportunities and enables
countries to gain from technology diffusion. For instance, the BRICS economies are currently in
transit from an efficiency to an innovation economy-driven stage (Coulibaly et al., 2018). These
countries account for 35% of the global GDP. In terms of doing business, China is ranked third in
2020 with Brazil positioned at 124th in the global ranking. Russia is ranked 28th and doing better
as shown in all the business indicators. South Africa and India are ranked 84th and 63rd respec-
tively. It is generally agreed that these countries have benefited from better entrepreneurial op-
portunities brought by tourism development which have improved the growth and development of
these nations (Rani & Kumar, 2021). Data from Global Entrepreneurship Monitor (GEM) shows that
in Russia, about 6.29% of the adult population involves in latent or new entrepreneurial activities.
In India, Brazil, and China, about 84.5%, 61.9%, and 66.9% of the adult population respectively have
sufficient skills and awareness to commence new business venturing (GEM, 2019; 2020).

To my knowledge, apart from the study by Subramaniam and Masron (2021) that focuses on de-
veloping nations, no studies have empirically examined the impact of tourism development on entre-
preneurship. My study is novel in many ways. Firstly, in contrast to Subramaniam and Masron (2021),
| focused on BRICS countries. These countries are a group of leading emerging economies in the World.
Secondly, this study focused on latent entrepreneurship to see how tourism development springs up
entrepreneurial inspiration among adults in emerging economies. The tourism sector is an engine of
economic prospects and outperformed some sectors in most BRICS nations. Small and medium enter-
prises play enormous roles in the tourism sector in enhancing youth empowerment, national building
and economic stimulus. Additionally, entrepreneurial activities in this sector are nature-based which
means they focus on preserving nature. Finally, this study modelled entrepreneurship function within
the framework of panel co-integrating regression approach. This is a powerful technique that accounts
for endogeneity and serial correlation based on the first-different stationary of the variables. The re-
sults revealed that tourism promotes latent entrepreneurship in BRICS economies.

Literature Review and Hypothesis Development

The economic literature regards the entrepreneurial process as the key ingredient in economic develop-
ment (Schumpeter, 1934). Entrepreneurial actions could be better explained as the process of combining
economic resources and coordinating them for effective usage for economic change through innovation
and modern technologies (Mishra & Zachary, 2014). Entrepreneurial actions are the driving forces for
firm creation and economic dynamics. It is the force that pushes the economic system out of equilibrium
through innovation and technology; leading to new products and other innovative activities (Ajide, 2022).
Latent entrepreneurship theory can be rooted in the theory of reasoned or planned behaviour (Linan &
Chen, 2006; Ajzen & Fishbein’s, 1975; Shapero & Sokol, 1982; Fatoki & Chindoga, 2012). Because latent
entrepreneurship includes individuals who prefer to be self-employed but are still under wage employ-
ment in an economy, therefore, the theory of reasoned actions could better accommodate such a
planned behaviour (Ajzen & Fishbein, 1975). This theory stresses that latent entrepreneurial behaviour
is highly influenced by planned intension and attitude of individuals. However, in this study, | explore the
theory of economic Entrepreneurship (Eisenhauer, 1995; Ripsas, 1998).
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Mishra and Zachary (2014) propose entrepreneurial value creation theory which enables econo-
mists to incorporate economic variables in the entrepreneurship model. It is believed that there are
many economic factors influencing entrepreneurial mindsets which include: competitiveness and
innovation, the level of the country’s economic transformation proxy by economic complexity (Ngu-
yenetal.,, 2021; Ajide, 2022), foreign direct investment (Munemo, 2018), business regulation (Cham-
bers & Munemo, 2019), monetary and fiscal policy, economic globalization, income, and remittance
among others (Rosser, 2010; Coulibaly et al., 2017; Ajide et al., 2021). In the same vein, entrepre-
neurial value creation offers a holistic approach to the complex and disordered activities in entre-
preneurial processes as a multidisciplinary study. Tourism development is another economic factor
affecting entrepreneurship development (Subramaniam & Masron, 2021). Higher tourist flows may
improve latent entrepreneurship, because it opens a new market and new employment opportuni-
ties. Entrepreneurship is a process by which latent entrepreneurial activity happens to be the first
stage. Tourism opens new business thinking and ideas, a process that further accelerates the pace
of achieving sustainable development (Barraza, 2018).

On empirical font, there are limited studies that examine tourism as a factor influencing the entre-
preneurship process. Fatoki and Chindoga (2012) examined the barriers to latent entrepreneurship in
South African high school students. Using random sample and structured questionnaires to generate
data for the study with the use of the five-points Likert scale, the results showed that latent entrepre-
neurship was low due to financial constraints and the lack of market opportunities. Kazakhstan, Tleu-
berdinova, Shayekina, Salauatovam and Pratt (2021) estimate the model of entrepreneurship based
on data spanning a period of 1996-2018. The results based on the autoregressive distributed lag (ARDL)
model showed that there was a positive relationship between wages in the tourism sector and entre-
preneurship development in the short run, implying that an increase in wage rate attracts entrepre-
neurial activities. However, in the long run, there was a negative association between the two varia-
bles, implying that an increase in wage rate leads to a higher cost of entrepreneurial operation. Using
structural equation modelling, Rodriguez-Aceves, Saiz-Alvarez, and Muifiiz-Avila (2019) showed that
the latent entrepreneurial launching process was being delayed in Mexico due to fear of failure and
perceived opportunities. The recent study of Subramaniam and Masron (2021) shed further light on
the nexus between tourism and entrepreneurial development. The authors estimated an entrepre-
neurship model in which tourism served as the key independent variable within a period of 2010-2017.
The results based on the generalized method of moment revealed that tourism improves entrepre-
neurship. This suggests that the importance of tourism in the entrepreneurial process should not be
overlooked in developing economies (Cristache, Soare, Nastase, & Antohi, 2021). The outcomes of the
existing studies made us formulate the following hypothesis: tourism development has a positive and
significant impact on latent entrepreneurship in BRICS economies.

On other determinants of entrepreneurship, Filipiak et al. (2021) suggest that digitization or ICT
improves the efficiency in tourism towards enterprise development. According to Fu et al. growth-
oriented entrepreneurship should be encouraged through a conducive business environment. Tourism
entrepreneurship accelerates economic development by providing employment and generating in-
come for innovative entrepreneurs (Ahmad et al., 2014). Abbasi et al. (2021) showed that tourism
activities relate to economic complexity. Dias et al. (2021) confirmed that Covid-19 caused an unprec-
edented crisis in the development of tourism activities (Polukhin et al. 2021). Rubbo et al. (2021) con-
firmed that innovation and economic complexity have significant effects on firm productivity in BRIC
nations. Contrary to Nguyen et al. (2021), the study of Ajide (2022) did not confirm a nonlinear rela-
tionship between entrepreneurship and economic complexity.

RESEARCH METHODOLOGY

Data Sources and Model Specification

To empirically achieve the objective of this study, | utilized data from BRICS countries (Brazil, Russia,
India, China, and South Africa) for the period of 2001-2020. This period is limited by data availability.
The author specified the empirical model as shown in equation (1).
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LATENT;; = @o + @1 LTA;: + @, ECOCI;; + @3FDI + @4 INF;; + @sLGDPPCy; (1)
+ (p6LSSEit + (p7MOBL‘t +€it

In equation (1), iand t are the country and time identity respectively. The LATENT presents latent
entrepreneurship which is the dependent variable while the LTA is the number of tourism arrivals
(the key independent variable). l included a number of control variables to mitigate against variables
omission bias. Moreover, my choice of control variables was informed by the extant literature. The
control variables included: economic complexity (ECOCI) as a proxy for economic transformation
(see Nguyen et al., 2021; Ajide, 2022), foreign direct investment (FDI) to proxy the presence of mul-
tinational firms in the economy which may influence the intention to engage in entrepreneurial ac-
tivities (Munemo, 2018; Ajide & Soyemi, 2022), the inflation rate was used to capture the level of
macroeconomic volatility (Ajide, 2022; Gomes & Ferreira, 2022). The LGDPPC represents economic
growth (Chambers & Munemo, 2019; Asongu et al., 2018). Next, LSSE is secondary school enrolment.
It serves as a proxy for human capital development (Nguyen, 2020; Chambers & Munemo, 2019)
while MOB is the mobile telephony an indicator of ICT development in the economy (Asongu et al.,

2018). For the measurement of variables and source of data, see Table 1.

Table 1. Sources of data and variables’ measurements

Variable Acronyms Measurement Sources of data

This is the percentage of adults’ population that

Latent entre- Global Entrepreneurship Moni-

. LATENT are latent entrepreneurs. These people intend to
preneurship . . tor database
commence businesses in the next three years.
Economic . . MIT’s Observatory of Economic
. ECOCI Index of economic complexity . Y
complexity Complexity database
Tourism LTA International tourism (number of arrivals). The  |World Development Indicators,
Arrivals logarithm form of the data is taken. online version
Foreign direct FDI Foreign direct investment (as a percentage of World Development Indicators,
investment GDP). online version

Inflation rate |INF

Annual percentage change in the consumer price
index.

World Development Indicators,
online version

Economic LGDPPC GDP per capita (constant 2015 USD). This is tak- |World Development Indicators,

growth ing in logarithm form online version

H ital World Devel t Indicators,
uman capita LSSE School enrollment, secondary (% gross) o.r ev¢-e opment Indicators

development online version

ICT penetra- World Development Indicators,
. P MOB Mobile cellular subscriptions (per 100 people) . V. P I

tion online version

Tourism re- - International tourism, receipts (current USD. The |World Development Indicators,

ceipts logarithm form of the data is taken. online version

Source: own study.

Estimation Technique

To ensure efficiency and reliable estimation technique, this study involved a number of preliminary
tests. This included panel unit root test via Im et al. (2003), test (IPS), and augmented dickey fuller
(ADF) to ascertain the level of stationarity of the variables and panel co-integration test via Pedroni
(1999) which enabled us to confirm whether there was a long-run equilibrium. After confirming the
stationarity of the variables and the co-integration, this study subsequently estimated the model using
the pooled, weighted dynamic ordinary least square (DOLS) to examine the impact of tourism devel-
opment on latent entrepreneurship in BRICS economies.

The estimation technique is robust in the presence of serial correlation and very effective in
dealing with the endogeneity problem common in economic modelling. The panel DOLS is an ex-
tension of Stock and Watson (1993). In this estimation, the long run estimator is efficient by em-
ploying the lead and lagged differences in the independent variables to reliably deal with endoge-
neity feedback. The panel version of the DOLS was obtained in equation (2).
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Yie = @i + X'+ X0 mi A i+ (2)
The estimated coefficient is § while p represents the number of leads and lags in the first differ-

enced variables. m;; represents the associated parameters and AX is the independent variable in the

first different form. The parameter was assumed to be asymptotically and normally distributed. The

coefficients of dynamic ordinary least square were obtained from equation (3).
B =2 nXl 1 22 1} MY Zie D3t} (3)

Zip = {xit - fi.AXi,t—pAXi,tH} is2(p + 1) X 1 vectors of independent variables. The panel DOLS
is applicable when the time/period (T) sufficiently exceeds the number of cross-sectional units (N). In
this study, T=20 and N=5. Therefore, panel dynamic ordinary least square was appropriate because it
takes lead and lags, in which the model is estimated based on the first-different stationary of all the
variables as confirmed by the panel unit root tests. However, the technique has a limiting Gaussian
distribution which is based on the fixed number of cross-sections. Furthermore, its Wald test statistic
also has a limiting distribution (Mark & Sul, 2003). Notwithstanding, the technique offers computa-
tional convenience as an alternative to the fully modified OLS estimator suggested by Pedroni (1997).

Results and Discussion

Table 2 presents the descriptive statistics of the variables. The percentage of latent entrepreneurs was
approximately 18.83% which falls within the minimum and maximum values. The standard deviation
was very close to the mean, implying that the level of dispersion was relatively minimal in BRICS econ-
omies. The key independent variable was tourism development with an average value of 7.2 percent-
age points. This value was within the maximum and minimum percentage points.

Table 2. Descriptive statistics

Variable Obs Mean Std Min Max
LATENT 97 18.839 12.189 2.12 52.70
ECOCI 100 0.499 0.237 -0.015 0.967
LTA 100 7.200 0.518 6.377 8.210
FDI 100 2.293 1.212 0.205 5.368
INF 100 5.913 3.819 -0.731 21.477
LGDPPC 100 3.687 0.326 2.892 4.015
LSSE 100 1.794 0.502 0 2.041
MOB 100 85.334 50.017 0.608 165.661

Source: own study.

The average economic growth in BRICS economies was approximately to be 3.68 percentage
points. The level of the mobile application was relatively high and the level of economic transfor-
mation proxied by economic complexity is relatively stable. The inflation rate was minimal which is

on average 5.9%. Table 3 shows the correlation between the variables.

Table 3. Pairwise correlation

Variable LATENT ECOCI LTA FDI INF LGDPPC LSSE MOB
LATENT 1.000 - - - - - - -
ECOCI -0.168 1.000 - - - - - -
LTA -0.108 0.336* 1.000 - - - - -
FDI 0.368 0.250* 0.210* 1.000 - - - -
INF -0.227* 0.145 -0.258* -0.022 1.000 - - -
LGDPPC -0.393* 0.635* -0.265* 0.177 0.033 1.000 - -
LSSE -0.093 0.103 -0.012 -0.086 0.131 0.065 1.000 -
MOB -0.441* 0.281* 0.117 -0.029 -0.029 0.602* 0.038 1.000

Note: ***, ** *imply significant at 5%.

Source: own study.
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As demonstrated in Table 3, it is very clear that there was no higher level of correlation among the
variables. This was further buttressed by the variance inflation factor of each variable as presented in
Table. The toleration rate was below 1 point. Therefore, it can be concluded that there was no evidence
of multicollinearity. | also conducted a model specification test using linktest (Table 5). The null hy-
pothesis was that the model was specified correctly. The coefficient of _hatsq was not statistically
significant. The Wald test of the overall significance of the model was 40.64 (P-value =0.000). This fur-
ther suggests that the model is correctly specified when the regressors explain up to 46% of the out-
come variance. In Table 6, | present the panel unit root test of each variable. No variable was stationary
at level, however, they were stationary after the first difference. This implies that there is a need to
confirm whether there is co-integration among the variables or not.

Table 4. Multicollinearity test (variance inflation factor; VIF)

Variable VIF 1/VIF
LTA 1.30 0.770
ECOCI 1.90 0.526
FDI 1.17 0.852
INF 1.17 0.852
LGDPPC 2.52 0.397
LSSE 1.04 0.958
MOB 1.71 0.584
Mean VIF 1.54 -
Source: own study.
Table 5. Model specification test (Linktest results)

LATENT Coef. Std. Err. t-Statistic P-value [95% Conf. Interval]
_hat 0.625 0.396 1.58 0.118 -0.161 1.413
_hatsq 0.010 0.010 0.98 0.328 -0.010 0.031
_cons 2.584 3.488 0.74 0.461 -4.341 9.510
F(2,94) 40.64
Prob >F 0.000
R-squared 0.463
Adj R-squared |0.452

Source: own study.

We also conducted a panel co-integration via Pedroni test. Table 7 shows Phillips-Perron, Modified
Phillips-Perron, and Augmented Dickey-Fuller indicators of Pedroni test reject the null hypothesis of
no co-integration. This implied that there occurred a long-run co-integration among the variables. On
this note, | proceeded to estimate the model using the Panel dynamic ordinary least square.

Table 8 shows the estimated coefficients of the panel dynamic ordinary least square based on
pooled panel with trend specification. The co-variance was calculated by bandwidth estimation. The
coefficient of tourism development was positive and significant; implying that tourism promotes latent
entrepreneurship in BRICS economies. My results were not consistent with the study of Tleuberdinova
et al. (2021) who confirmed that wages in the tourism sector reduced entrepreneurial development in
Kazakhstan in the long run. However, my results supported the findings of Subramaniam and Masron
(2021) who estimated the model using the generalized method of moment (GMM) on data spanning
2010 to 2017. The results suggest that tourism opens opportunities for self-employment and other
entrepreneurial activities in emerging economies. The tourism sector does this by interacting with
other sectors for productivity, economic progress, and entrepreneurial development.
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Variables ADF(Fisher-type) Im-Pesaran-Shin unit-root Conclusion
LATENT -0.346 -1.841
A(LATENT) -2.464 -5.051*** I(1)
ECOCI 1.968 -0.781
A(ECOCI) -7.120 -4.207*** 1(1)
LTA 1.359 -1.040
A(LTA) -2.093** -2.324** 1(1)
FDI -0.287 -1.181
A(FDI) -3.672%** -6.039*** 1(1)
INF -1.488 -1.620
A(INF) -8.050*** -4.787*** 1(1)
LGDPPC -1.170 -1.900
A(LGDPPC) -3.633*** -2.485*** I(1)
LSSE -2.236 -1.682
A(LSSE) -8.711%*** -3.441*** I(1)
MOB -0.424 -1.693
A(MOB) -2.328** -2.274%* 1(1)
Note: *** ** *imply significant at 1%, 5% and 10% respectively.
Source: own study.
Table 7. Pedroni test for Panel Cointegration (Ho: No cointegration)
Pedroni test Statistic P-value
Modified Phillips-Perron t 2.3529%** 0.0093
Phillips-Perron t -1.869*** 0.00308
Augmented Dickey-Fuller t -1.9693** 0.0245
Note.: augmented lags=1,***, **, * imply significant at 1%, 5% and 10% respectively.
Source: own study.
Table 8. Panel dynamic ordinary least square
Variable Tourism Tourism Tourism Tourism Tourism Tourism Tourism
Arrivals Arrivals Arrivals Arrivals Arrivals Arrivals Receipts
LTA 28.627*** | 30.971*** | 35.971*** | 30.236*** | 30.158*** | 37.229*** _
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
35.724***
R - - - - - - (0.000)
EDI _ 3.878%** 3.027%** 1.429** 0.615 8.243*** 6.419%**
(0.000) (0.000) (0.028) (0.370) (0.000) (0.000)
-18.166*** | -20.54*** | -12.570%** -5.558 7.645 -34.576%**
ECOCI -
(0.000) (0.000) (0.065) (0.450) (0.315) (0.000)
INE _ _ 0.703*** 0.509** 0.817** -1.290*** 1.042***
(0.000) (0.034) (0.002) (0.000) (0.000)
LGDPPC _ _ _ -25.147%** -A47.48**%* | -129.76%** 46.261%*
(0.040) (0.000) (0.000) (0.014)
0.253 15.702*** 5.508%**
LSSE - - - -
(0.823) (0.000) (0.000)
-0.046 -0.064
MoB - B - - - (0.264) (0.127)
R-squared 0.115 0.719 0.784 0.838 0.864 0.955 0.919
Wald Chi2 | 23.840*** | 207.49*** | 254.80*** | 211.69*** | 237.72%** | 1254.90*** | 447.11***
test (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
No. of group 5 5 5 5 5 5 5

Note: *** ** *imply significant at 1%, 5% and 10% respectively. Dependent variable: LATENT.

Source: own study.
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Furthermore, tourism drives citizens to have entrepreneurial intentions because it brings new
ideas through regular visits by tourists including catering services, hospitality, and transportation
system. It also helps small business owners such as handicraft, food, and beverage shops to expand
activities. The fact that there is demand among tourists for local products, culture, and traditional
events may also serve as inspiration for latent entrepreneurs to actualize their dreams. Tourism
would enhance innovation and technological transfer and bring new ideas and open new opportu-
nities for entrepreneurial inspiration.

Because most tourist locations are usually found in rural or suburban areas, tourism serves as a
tool for accelerating well-being and quality of life by encouraging indigenous entrepreneurial devel-
opment (Irvine & Anderson, 2004; Fuller-Love et al., 2006). The demand for tourism services and the
desire for outdoor’ leisure encourage entrepreneurs to render varieties of businesses (Skuras et al.,
2003). Tourism activities contribute to the turnover of businesses, entrepreneurial profits, and rev-
enue to the government through taxes and fees. The activities in the tourism sector also encourage
transport entrepreneurship and retail businesses.

The FDI coefficient was positive and significant, implying that the presence of multinational firms in
BRICS economies promotes latent entrepreneurship. This is consistent with the previous findings (Apos-
tolov, 2017). The recent study of Rani et al. (2022) showed that foreign direct investments’ impact on
BRICS national entrepreneurship was positive and significant after assessing inward and outward ver-
sions of the FDI. The study used panel fixed and random effect model on data spanning over a period
between 2002 and 2019. Outward FDI was negative while inward FDI was positive and significant, imply-
ing that inward FDI encourages entrepreneurial development in BRICS economies. It provides innova-
tions and additional markets for young entrepreneurs. The coefficient of economic complexity suggests
that it reduces latent entrepreneurship. This confirms the submission of the existing studies (Nguyen et
al.,, 2021). They suggest that after a certain threshold, economic complexity may reduce entrepreneur-
ship, possibly due to the saturation of the entrepreneurs in the system, which lead to highly competitive
forces. This action creates a potential threat to latent entrepreneurs and suppresses the inflow of new
business creation (Ajide, 2022). The coefficient of economic growth was negative and significant. One
possible reason could be the non-inclusive nature of the BRICS economies. This result was similar to the
submission of previous authors (Munemo, 2018; Ajide, 2022). Moreover, the Wald test suggested that
my model was significant in explaining the determinant of latent entrepreneurship in BRICS economies.
The R-square further showed the explanatory power of the model. Overall, the estimations suggested
that tourism promotes latent entrepreneurs in BRICS countries.

CONCLUSIONS

This article is the first to examine the impact of tourism development on latent entrepreneurship in
the group of BRICS countries. It contributes to the literature by providing a piece of fresh evidence on
how the tourism sector may influence entrepreneurial aspirations. Based on the estimated results
from the panel dynamic ordinary least square approach, | found that tourism development increases
latent entrepreneurship in leading emerging economies. However, economic complexity does not spur
latent entrepreneurship. Foreign direct investment promotes latent entrepreneurship in BRICS coun-
tries. The study concludes that the tourism sector contributes significantly to the development of en-
trepreneurship in BRICS nations. The findings of the study have theoretical and policy implications.

On theoretical implications, this study is one of the few studies that shed light on the nexus be-
tween tourism and entrepreneurship. The empirical evidence was timely, considering the current un-
precedented growth of theoretical literature on entrepreneurship in emerging economies. Although
the role of tourism on latent entrepreneurship was partially discussed, empirical studies of this nature
are lacking. The novelty of this study focuses on the role of tourism activities within entrepreneurial
ecosystems. It supports entrepreneurship analysis based on interdisciplinary approach.

In terms of policy implications, the study suggests that policymakers should concentrate efforts on
improving the tourism sector to accelerate the pace of entrepreneurship development. The policy should
include the provision of entrepreneurship education for the youth. Productive knowledge should be im-
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proved and workshops for latent entrepreneurs may also help in accelerating entrepreneurship in BRICS
economies. Bureaucratic procedures in getting a business registered and other bottlenecks should be
simplified to create a conducive business environment. Enforcement of appropriate regulation tools, pro-
motion of international best practices, and mechanism for proper implementation of the institutional
framework will do well for the tourism sector and strengthen the entrepreneurial environment in BRICS
economies. Mechanisms for tourism development should be properly implemented including efficient
and friendly travelling policies, accommodation systems, and tour operations. This study showed that
international tourism arrivals increase economic activities including production, consumption, and mar-
keting entrepreneurial activities. Therefore, BRICS nations should take advantage of this development
and accelerate the empowerment of youths. Tourism and trade policies such as inducement of special
investment, tourism funding and provision of special grants for skills acquisition should be promoted.

One of the main limitations of this study relates to the issue of Covid-19 which might have changed
the business models of most firms in BRICS’s tourism sector. Moreover, the Ukraine-Russian crisis im-
pacted the tourism industry negatively. It reduced the volume of tourism arrivals, increased fuel and
food crises, and affected tourists’ confidence. The author is unable to take this scenario into consider-
ation due to the non-availability of data. Future studies are encouraged to overcome this shortcoming.
More research should be conducted to examine the role of Covid-19 and the Russian invasion on
Ukraine in the nexus between tourism and entrepreneurship.
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ABSTRACT

Objective: The objective of the article is to gain insight into and analyse the goals of Hungarian family
business wineries.

Research Design & Methods: Basco’s model of family business goals dimensionality constituted the basis
of the research. After analysing Basco’s four dimensions, the goals were examined according to a new
model to gain a deeper insight into the antecedents and driving forces of firm-wide goals. The main design
of the study was qualitative and the research sample size and the number of interviews was 21. The anal-
ysis tool was the NVivo 12 software.

Findings: The research supports evolutionary features already described in the literature to be faced by Hun-
garian family businesses. An important conclusion of the study is that issues relating to innovation, awareness,
growth, and development almost exclusively concern products, services, and more sustainable use of natural
resources. The research did not identify development goals relating to management or governance.

Implications & Recommendations: Owners and managers, especially from the second generation, should
focus much more on the development plans for their companies. No short- or medium-term development
plans were found in the wineries studied.

Contribution & Value Added: A further elaborated model of the Basco multidimensional goal model was de-
veloped based on the empirical study. Furthermore, four managerial dilemmas were identified to have a de-
finitive impact on the future development of mainly first-generation family business wineries.
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INTRODUCTION

One way to understand family businesses that constantly change is to uncover and evaluate the goals
and motivations behind their decisions. In the case of family business goals, family businesses differ
from non-family businesses in that family goals appear alongside economic goals (Chua et al., 1999;
Kotlar-De Massis, 2013; Kotlar et al., 2014). A family is a relationship-based group in which members
are related to each other by kinship and shared norms (Stewart, 2003). Accordingly, a change in any of
their relationships can affect the whole association (Cox-Paley, 1997).

Examining and understanding the goals of family firms is particularly important, because goals de-
termine family firms’ willingness to act (Williams et al., 2018). Goals also influence strategic decisions
and family firms’ behaviour (De Massis et al., 2018). A family firm’s goals are where the family firms
are different from the traditional ones. (Chrisman et al., 2012).
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Family businesses can survive in the long term due to their resilience (Wilson et al., 2013). How-
ever, international literature shows that a large part of family firms does not survive the first genera-
tional transitioning. These two contrasting characteristics originate from the uniqueness of family
firms. On the one hand, they can use their family embeddedness, knowledge, and specificity as a re-
source in a flexible way, and thus are able to survive successfully in the long run. On the other hand, it
is this flexibility that allows them to turn those same resources against themselves, which is the reason
why in many cases these types of businesses disappear.

Basco (2017) developed his own model to measure the goals of family businesses. According to
him, goals follow two different logics: family logic and business logic. In his research, he sought to
answer how the two logics interact: he treats family business goals as a multidimensional concept
shaped by economic and social considerations. In his model, four aspects (goals) are combined: the
economic with the non-economic and the family with the business ones. He developed his research
model to examine the interrelationships among the four interrelated factors.

In this article, we will examine how Hungarian family wineries can synchronise long-term orienta-
tion and short-term decision-making dictated by the market economy in their attempts to achieve
success. Our research was based on the Basco baseline model. The questions developed from the
model were used during semi-structured interviews conducted with 21 Hungarian wineries.

Our research seeks to reveal how the short and long-term goals of family businesses in the Hun-
garian wine sector shape the operation of such firms. We examined how the conscious development
of goals, or the lack thereof, is related to the long-term success of family businesses and how this
conscious development or its lack affects governance, management, and decision-making.

Our basic assumption was that wineries are good examples of family businesses, as we see it
also in the study of Murinova (2017) concerning the family wine industry in the Czech Republic, the
socio-emotional and inheritable assets that can act as resources for sustainability. For this study,
we sought to look into a sector where we could demonstrate a path to sustainability, its difficulties,
challenges, and its beauty.

Family heritage, the dynastic pattern, and the love and knowledge of vines and/or nature are passed
down from parent to child (Pacheco, 2019). The synergetic cooperation between generations, the con-
scious transfer of knowledge and skill sets, and the ability to share work and experience, i.e. intergenera-
tional knowledge sharing (Woodfiled-Husted, 2017), can also be observed in these businesses.

The development of the business, the choice of a strategy, and governance issues — as also de-
scribed in the study of Broccardo et al. (2015) — the conscious training and involvement of the next
generations in the business are all challenges. Similar challenges are presented by the ability to inno-
vate and adapt technological improvements, because tradition and innovation are also values in focus
for family businesses (Voronits et al., 2016). At the same time, we also observed problems and diffi-
culties presented by balancing between the family and the business, as well as by parallel planning and
decisions concerning short and long-term goals.

Wine businesses are heterogeneous in size, age, and management, making the wine sector suitable
for observing and analysing the economic, environmental, social, and family aspects of the businesses
known from the literature. In this study, we attempt to analyse the specific aspects of the family wine
sector. To our knowledge, there is a low number of studies on family businesses in Central-Eastern Europe,
furthermore, the analysis of wineries’ organizational goals seems practically nonexistent in this region.

The aim of this research is to produce a holistic and comprehensive report on the goal systems
of family businesses in the Hungarian wine sector, so that — through their goals — we can understand
their plans and difficulties.

In the first part of our study, which applies the selective literature review method (Yin, 2016), we
will present the theoretical background of the model on which our research is based, i.e., the Basco
model (2017). Then we will proceed to explore the situation of family wineries in the Hungarian wine
industry and the methodology of our explorative qualitative research. Finally, we will provide the anal-
ysis and evaluation of the results obtained.
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LITERATURE REVIEW

Family Businesses’ Goals and the Basco Model

Businesses have various parallel goals. The goals of family businesses differ significantly from those of
non-family businesses because of family involvement. In family businesses — in addition to economic
goals — family goals are also likely to be met (Basco, 2017). The multiplicity of goals is a consequence
of the overlap among family, ownership and entrepreneurship (Kotlar et al., 2014). As a matter of fact,
because of its dominance, the family can influence decisions and enforce family goals (Habbershon-
Williams, 1999). Furthermore, the consequence of the individual values and experiences of families is
that each family business has its own specific set of goals (Zellweger et al., 2013).

The categorisation of family business goals was approached in many ways. Many distinguish
between goals as being family- or business-oriented (Singer-Donoho, 1992). According to Tagiuri-
Davis (1992), goals are in a constant state of change according to the needs of the family and the
business and they are the result of the interaction of the two sub-units.

The purpose of a family business rests on two different pillars: achieving economic and non-
economic goals. A separate and combined analyses of these two dimensions are necessary to un-
derstand the functioning of family businesses.

The family business goal system is a system that develops and operates on several levels (Figure
1). The starting points, also known as the antecedents of goals, are the individual, group, organisa-
tional, and institutional levels. In the case of family businesses, individual goals refer not only to the
goals of the members of the organisation, but also to the goals of each member of the family dimension
(along the three-circle model, Tagiuri-Davis, 1992). The goals of the enterprise appear alongside the
common family goals of the family owning the given business.

Basco’s (2017) study is based on institutional logic (Friedland-Alford, 1992). According to the
study, individuals are embedded in an organisation, which exhibits its own cognitive, structural,
and emotional ordering principles known to the individual. When collective identities are institu-
tionalized within a group, a specific institutional logic is generated. Accordingly, the embeddedness
of individuals in the family business can act as a determining power. A specific triple logic — busi-
ness, community, and family — is created which influences individuals. These three dimensions
guide the actions of individuals in family businesses.

According to this interpretation, the blurred boundaries among family, business, and the external
environment create the goals that emerge at an enterprise level. Therefore, the goals of family firms
do not only combine the traditional distinction between economic and non-economic considerations
in relation to stakeholders. As the group with power over the business, the family as owner invests not
only economic resources but also social and emotional resources. Thus, we can also distinguish be-
tween goals based on family and business logic (Table 1).

The family has a multi-directional influence on the formation of goals, as the individuals within the
family have different goals. This, in turn, can determine and change the goals of the family business
based on the respective positions of the family members concerned (Kotlar—-de Massis, 2013).

Williams et al. (2018) highlight the possibility of conflicting family and business goals. It is a natural
phenomenon in any business that goals often conflict or even cancel each other out. However, in the
case of family businesses, the possibility of conflicting goals is potentially greater due to the conflicting
goals of the family and the business (Williams et al., 2018). There can be divergent individual goals
between family and other stakeholders, between non-family owners and family owners, between fam-
ily and non-family members in leadership positions, and even among family member owners.

The economic goals of family businesses are extremely important from the aspect of the company,
but often sub-optimal financial performance is also acceptable to the family (Astrachan, 2010). A com-
pany has non-economic goals as well, which may be embodied in product and service development,
but also in environmental sustainability objectives.
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Figure 1. Organizational goals of family businesses
Source: Heidrich and Vajdovich (2021).
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Table 1. The dimensionality of family business goals

Dimensions Business-oriented Family-oriented

Family-oriented economic goals
Family security

Business-oriented economic goals g - .
Family income and family financial se-

Economic-oriented . . .
Financial economic

curity
Desirable lifestyle
Business-oriented non-economic goals Family-oriented non-economic goals
L Environmental sustainability Family Harmony
Non-economic oriented . o .
Product and service development Community image and reputation
Operational Family legacy

Source: Basco, 2017, p. 5.

In family businesses, the basis for the company’s non-economic goals derives from the socio-emo-
tional assets of the company, which influence its goals, decisions, and governance. Accordingly, firms
make their decisions while keeping in mind their value reference point and their operating principles.
Because of these fundamental features, they can take decisions critical from a business point of view
but can maintain the degree of family embeddedness. In contrast, socioemotional wealth, as formu-
lated by Gomez-Meija et al. (2007), is a broader approach that includes the exercise of power by family
members, family influence, identification with the firm, and deep-rooted internal psychological bonds
connecting the family (the individuals) and the firm. Thus, socio-emotional wealth also fundamentally
affects the decision-making mechanism and can therefore have both positive and negative effects on
business performance (Habbershon—-Williams, 1999).

Freeman’s (1994) stakeholder theory points out that non-economic goals are likely to play a prom-
inent role in family businesses because specific non-economic goals of the dominant stakeholder group
(the family) —such as family harmony, social status — significantly influence the behaviour and decisions
of the business (Zellweger-Nason, 2008).

Table 2. New dimensionality of family business goals

Business-Family Orientation

Orientation - - - -
Business-oriented Family-oriented

SHORT-TERM BUSINESS ORIENTED

GOAL SHORT-TERM FAMILY ORIENTED GOAL
Sales growth

Market share Money available for family
Short-term Quality of life at work

Net profit Firm generated family security
Cash flow - . .

. Time to be with family
Sales ratio

Return on investment
LONG-TERM BUSINESS ORIENTED
GOAL

LONG-TERM FAMILY ORIENTED GOAL

Economic- Noneconomic orientation

Long-term Respected name in society
Product development . . .
Good reputation in the business community
Market development
STEWARDSHIP ggill_\lESS ORIENTED STEWARDSHIP FAMILY ORIENTED GOAL
Adapting to client needs Family E\ynilify j:i support
Stewardship Staff development Y ¥

Family interest in the enterprise
Development of children's skills
Generate possibilities for children

Environmental protection
Customer satisfaction
Service quality

Source: Basco, 2017, p. 8.



160 | Nora Vajdovich, Balazs Heidrich, Szilard Németh, Krisztina Németh

As a result of Basco’s (2017) research, economic and non-economic characteristics were further
modified. Thus, Basco distinguishes between short-term and long-term orientations (goals), and
goals related to various stakeholder groups. The results of the Basco measurement are illustrated
in the following table (Table 2).

After presenting the theoretical background, we will move on to the general characteristics of
the Hungarian wine sector, which sheds light on the conditions under which family wineries operate
in the wine regions of Hungary.

Background and Topicality of Research: Family Businesses in the Hungarian Wine Sector

The wine industry is a special branch of the food industry with strong links to viticulture on which it is
based. Soil, vintage, varietal, and cultivation factors are all reflected in the wine in a modified form, and
the good quality grapes can be turned into a truly high-quality wine only through skilled winemaking.

Links in the winemaking technology chain include winemaking, wine treatment, ageing, bottling,
and bottle ageing, all of which must be carried out professionally to create excellent wines.

Wine has always been part of the culture in Hungary. It has not only provided a livelihood for many
Hungarian families for hundreds of years, but Hungary also has many traditions linked to wine produc-
tion (Obermayer et al., 2021). This is evidenced by the introductory text on the Szepsy family’s website
(one of the interviewees): ‘Our family has been producing wine in Tokaj since the 1500s when the
production of “aszu” wine started. So the history and life of the family and wine are inseparable. To-
day’s generations are proud of their ancestors’ achievements, which inspire them to become worthy
of their tasks. Our aim is to produce the best quality grapes in our vineyards without compromise.’

In 2020, the area planted with wine grapes was 62.734 hectares.

Table 3. Area planted with wine grapes in Hungarian wine districts (ha)

. . . Y E AR S
Hungarian Wine Regions =510 T5616 | 2017 | 2018 | 2019 | 2020 | \°otes
Badacsony 1425 1423| 1402 1396 1405| 1326|mEmmm_
Balatonboglar 3264| 3301| 3420 3504 3551] 3450|_ _=mEm
Balatonfelvidék 833 849 865 865 831 75] | muEEm_
Balatonfiired-Csopak 1973| 2055| 2027( 2029| 2010| 1854 mEmmm_
Biikk 970 1017| 1019] 1014] 1011] 873|mEmEmE_
Csongrad 1119 1140 1080 1049 1020] 94l|mEmm=m-_
Eger 5338| 5423 5609 5677 5723 5652|_ _mmEm
Etyek-Buda 1509 1519| 1587 1616 1652| 1696|_ _—mmm
Hajés-Baja 1942 1912| 1855 1849 1871| 1837|mm__ . _
Kunsag 20377| 20651| 20773| 21014| 20983| 20354 |  mmENE_
Matra 5985 6288 6401 6539 6633 6238 _mmEN
Mor 571 585] 582 539 555 492(mEEa=_
Nagy-Somlé 558 567 564 571 557 514|mmmEm_
Neszmély 1453 1358 1081 1096 1032 958(mm____
Pannonhalma 638 665 639 641 628 593 mimmm_
Pécs 663 674 676 656 639 58l mENmm_
Sopron 1631 1642 1673 1629 1630 1524 mmlmm _
Szekszard 2234 2202 2224 2248 2289 2220 | em W
Tokaj 5716 5755 5757| 5775 5814 5478|mmmmE_
Tolna 2420 2441 2422| 2482 2288 2302 |mmmm_ _
Villany 2488 2479 2464| 2482 2449 2390|mmmE=_
Zala 833 843| 841 828/ 826 71l|mEmmm_
SUM 63 942[ 64 790 64 961| 65 476] 65 397| 62 734|mmmmE _

Source: National Council of Mountain Villages (HNT) database, own elaboration.
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The average cultivated area in the case of Hungarian wine regions is 2.850 hectares with only the
Balatonboglar, Eger, Kunsag, Matra, and Tokaj wine regions having a larger area than average. This
also highlights one of the problems that is critical to the Hungarian wine sector: namely the fragmen-
tation of the area and the significant regional differences between the wine regions.

Hungarian wine export significantly exceeds the volume and value of wine imports, so the ex-
ternal trade balance for wine is positive. Hungary is a small wine-producing country with highly
diversified wine-growing areas, which offer market opportunities (HNT, 2016).

According to Téth (2012), wine trends in the world market point towards knowledge-intensive
and sophisticated wine segments, premium and super-premium wines. However, Téth (2012, p. 49)
also points out in his study that ‘Hungary lagged behind this trend in the last decade. ... while the
use and diffusion of knowledge are a significant factor in the diversity of various enterprises ... it
can also be concluded that Hungarian [wine] enterprises can achieve market success through the
innovative nature of the enterprise as a whole, the diffusion of knowledge accumulated in the wine
sector through daily contacts, and innovative management of enterprise processes.’

In the case of Hungarian wine regions and wine businesses, the conditions of the infrastructure
can be considered unfavourable and this observation holds true for more successful businesses as
well. In terms of communications infrastructure, Hungary caught up relatively quickly with its com-
petitors. The sector needs skilled labour (at least at a secondary level), but there is currently a short-
age of skilled labour. More profitable wine businesses are no exception in this respect. There is spe-
cialised knowledge in the sector, which is identified by businesses as a market advantage. Non-insti-
tutionalised knowledge flow among businesses in wine regions is not common, yet competitors do
not appear to be enemies, as there is a significant flow of information among them. Mutual
knowledge sharing with suppliers is more significant and more evident than with competitors.

Hofmeister-Toth-Durrieu (2008) conducted a mixed-methods study on the relationships among mar-
keting orientation, strategy orientation and marketing strategies in French (n=131) and Hungarian (n=66)
wineries. The main finding is that information collection has a positive effect on the development of
communication and target market strategies: difficulties involved in information seeking have a positive
effect on image strategy, and planning has a positive effect on communication and target strategies.
Noteworthy, one of the researchers comments that ‘the majority of Hungarian wineries are family busi-
nesses, where management is usually limited to one person’ (Hofmeister-Téth-Durrieu, 2008, p. 127).

The research conducted by Komaromi-Lehota (2004) and based on a questionnaire survey of Hun-
garian wineries (minimum area: two hectares), revealed the following correlations in the operation of
the vineyard and winery enterprises studied: within the environmental orientation, there is a strong
technological orientation, while consumer and customer orientation lags behind and competitive ori-
entation is even more behind. The main constraints to market orientation within the company are
limited information available and the lack of specialists, due to the small size of the company and the
lack of an organised information collection system. Long-term orientation is typically low, planning
extends mainly to annual periods or even to a shorter span, and strategic planning is rare.

It follows from the above that the study of goal systems is virtually nonexistent in the research
of the wine sector and our research aims to fill this gap. The next part of our study describes the
methodology used in the research.

RESEARCH METHODOLOGY

The first step in selecting the sample was to clarify the definition of a family business. When selecting
family businesses, for the purpose of a sampling criterion, we used a definition postulated by Budapest
Business School’s Lab Entrepreneurship Centre in 2019 (Kasa et al., 2019). Accordingly, we consider as
family enterprises those enterprises that:

1. consider themselves a family business, or

2. where at least 50% of the company is owned by at least one family, or

3. the family is involved in the management of the business, or

4. the family members are involved in the company’s operations as employees, or
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5. the transfer of management and ownership takes place partly or entirely within the family.

We chose to conduct our research using qualitative methodology, because this framework best fits
our research purpose. Qualitative research design is characterized by the following features: ‘the final
written report has a flexible structure. Those who engage in this form of inquiry support a way of looking
at research that honours an inductive style, a focus on individual meaning, and the importance of ren-
dering the complexity of a situation’ (Creswell, 2009, p. 22). We wanted to collect our data through face-
to-face interviews, because our aim was to comprehend and explore the issue under scrutiny and to
understand the phenomenon most thoroughly using this method. With our primary research, we were
able to gather information directly, through primary surveys, about actors in family businesses in the
wine industry. We were able to observe their behaviour, to find out the views of relevant people in the
sector on their economic and non-economic objectives and their practices related to sustainability.

In line with Creswell (2009, p. 125), who writes: ‘in a qualitative study, inquirers state research
questions, not objectives (i.e., specific goals for the research) or hypotheses (i.e., predictions that in-
volve variables and statistical tests),” based on our explorative qualitative research design, and in line
with the rules of the qualitative research paradigm, we defined the following research questions:

RQ1l: What are the economic goals of Hungarian family wineries?
RQ2: What are the non-economic goals of Hungarian family wineries?

RQ3: What are the so-called socio-emotional factors that are critical to the successful achieve-
ment of family wineries’ goals?

The interviewees were selected using the snowball method with the first family wineries being
selected from among direct and indirect acquaintances, while the other family wineries included in
the research were selected based on recommendations. We contacted family wineries that identi-
fied themselves as family businesses, irrespective of the size of the business or the number of gen-
erations working in the business.

According to Kvale (1996), when selecting a sample, researchers can use their intuition, knowledge,
and expertise, and in line with this, we tried to find respondents who were as relevant as possible to
our research. Thus, in our research, we used partly arbitrary sampling and partly the snowball tech-
nique. When selecting the wineries, we aimed to have both founders and members of the second
generation among our interviewees, to have both female and male winemakers, and to have only one
representative from a family at the interview. This last criterion was not met in one case when the
founder (the father) and the current manager both joined our interview.

At the beginning of our research, it became clear that the turnover of the enterprises would not
be relevant for determining the size of the firms, because family wineries typically consist of several
different firms operating parallel to one another, i.e., as a group of companies. Thus, the size of the
cultivated area as a firm demographic criterion expresses the firm size in hectares. Our original plan
was to conduct the interviews in person in the form of oral interviews at a previously agreed time and
date. However, out of the 21 interviews conducted, only the first six could be carried out in person due
to the pandemic. Thus, the remaining interviews were conducted online.

Data Analysis

The obtained research data were structured, coded, and the resulting texts were analysed using the
NVivo 12 software. Firstly, the primary codes were identified based on the literature. The codes were
further broken down into subcodes and then the texts were coded independently by members of the
research team according to these codes. After several readings, additional provisional codes were cre-
ated, because some data did not fit into any of the predefined codes. In total, seven major code groups
and 33 subcodes were created in the first round.

Secondly, the codes were integrated, which means that the groups were merged, linked, and
aggregated codes were created based on our results (Figure 2). When forming the final code sys-
tem, we strove to aggregate the subcategories. We looked at in what ways the various topics fit
together and in what ways they overlap.



From here to eternity: An empirical analysis of the goal system of family wineries | 163

First-Order Codes Results

Business oriented economic Financial goals

goals —P{ Firm financial security

Family oriented economic Maintaining the family’s material prosperity and

goals ——> financial security

Quality-focused product development

Businessorientednon- 1 > Technology investments and renewal

economicgoals Improving service quality

Harnessing the potential of digitalisation

Goals relating to sales structure

Smart and sustainable growth

Exploiting opportunities on the export markets
Goals relating to employees and and customers

Goals relating to preserving and upholding firm values
Meeting environmental sustainability requirements

Socioemotional goals (family interest in the enterprise,
respected name in society, raising social recognition,
and intra-family firm succession)

Preserving and maintaining family harmony

Ensuring that family members have a good level of
knowledge and understanding of viticulture and

Family oriented non- —»

economicgoals

oenology

Second-Order Codes Results

Financial independence

Individual goals —> Making a lot of money

Avoiding debt

Living (well) in the countryside
Transgenerational succession intentions (goals)
Personal fulfilment

Promoting the welfare of others

Philanthropy

Establishing cooperations
Innovation

Acquiring and maintaining reputation

Figure 2. The code structure of the research
Source: own elaboration.

In addition to code creation, the data defined by the research team were separately classified (e.g.,
socio-demographic data, region (wine region), gender, education, size of production area, family busi-
ness life cycle: founder, successor, founder active/inactive) and used in the analysis of the sample.
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Sample

The 21-item sample established using the snowball technique fulfilled our expectations of diversity
with respect to qualitative research, as the sample included family wineries from all seven Hungarian
wine regions (Soproni, Eszak-dundntuli, Balatoni, Pannon, Dunai, Egri and Tokaji wine regions) and we
feel we have reached saturation and a full understanding of the participant’s perspective (Legard et
al., 2003). After the eighteenth interview, it became obvious that new themes would not be generated
from the interviews. Therefore, we established that the data collection had reached a saturation point.
We continued data collection for three more interviews to be sure that there were no new themes
emerging. In accordance with Saunders et al. (2018, p. 1901), ‘for completeness, we chose to fully
recruit to all participant groups to reduce the chance of missed themes.” A total of 21 interviews were
conducted with first, second, or third-generation family wineries from 10 wine districts in Hungary.
The size of the holdings in the sample ranged from 2.5 ha to 110 ha, and we were able to interview
both male and female winemakers. A typical common feature of the sampled enterprises was that in
all cases the founder of the enterprise was still an active participant (and it was also typical that a
family member was responsible for winemaking in the enterprise) (Table 4).

Table 4. Presentation of sample

Wine district Founder Winemaker Size of cultivation area | Interview code | Generation
Balatonboglar Active Family member <20 ha B20 1
Csongrad Active Family member 21-60 ha B1 2
Eger Active Non-family member 61-120 ha B2 2
Hajos-Baja Active Family member <20 ha B16 1
Hajos-Baja Active Family member 21-60 ha B13 1
Hajés-Baja Active Family member 61-120 ha B11 1
Matra Active Family member 21-60 ha B10 3
Mor Active Family member <20 ha B17 1
Pannonhalma Active Family member <20 ha B3 2
Pannonhalma Active Family member 21-60 ha B5 2
Pannonhalma Active Non-family member 21-60 ha B4 1
Szekszard Active Family member <20 ha B7 2
Szekszard Active Family member 21-60 ha B18 2
Szekszard Active Family member 61-120 ha B21 2
Tokaj Active Family member <20 ha B14 1
Tokaj Active Family member <20 ha B15 1
Tokaj Active Family member <20 ha B19 2
Tokaj Active Family member 21-60 ha B12 2
Villany Active Family member <20 ha B6 1
Villany Active Family member 21-60 ha B9 3
Villany Active Family member 61-120 ha B8 2

Source: own study.

Concerning the characteristics of the sampled enterprises, it is also important to highlight that
several of them were partially or fully engaged in organic or biodynamic viticulture and, in the case
of several families, their attachment to viticulture and winemaking also means the cultivation of
regional centuries-old family and wine traditions.

RESULTS AND DISCUSSION

The function of family businesses rests on two pillars: economic and non-economic goals. It is neces-
sary to examine these two dimensions separately and together to understand the functioning of en-
terprises. An examination of the interaction between corporate and family orientation and their im-
pacts on the activities of the company can help us understand the goals of family businesses.
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The Basco (2017) model was used as a starting point for the formulation of the questions but the
analysis of the interviews led to the conclusion that economic and non-economic goals are strongly
intertwined, and this division demonstrates, on the one hand, what kind of goals they are (family or
business) and, on the other hand, what type of goal (economic or non-economic) is being discussed.

Analysis of Business-oriented Economic Goals

The literature on the entrepreneurial attitudes of family businesses presents two contradictory views: one
considers family businesses creative, dynamic, and change-oriented enterprises that support entrepre-
neurial activity; while the other sees family businesses as conservative, risk-averse, and inflexible organi-
sations in which family and tradition constrain entrepreneurial dynamism (Melin-Nordquist, 2010).

In terms of their economic goals, family businesses did not mention short-term, financial-type
goals, and mainly stated long-term, non-financial and economic-professional goals. Based on the anal-
ysis of the interview texts, we can say that the most important dimension of the economic goals of the
studied family wineries is innovation. In terms of economic goals — even though Basco (2017) includes
many of these goals among non-economic goals in his 2x2 model rather than presenting them as eco-
nomic goals — the respondents mentioned the following (the order reflects the frequency of mention):

financial security of the company;

quality-focused product development;

technology development;

improving service quality and customer satisfaction;
goals related to sales structure;

raising strategic awareness, and

smart and sustainable growth.

NouhkwnNeE

The following is a detailed overview of the results of each of the economic goals:

(1) Financial Security of the Company

In terms of the financial decision-making process of businesses, we have found that profit is not nec-
essarily the primary objective, as the coexistence of family and business requires reconciliation be-
tween the financial needs of the family and that of the business. In many cases, the needs of family
members and the family’s financial resources override the opportunities of the business or vice versa
(Csakné Filep, 2012). In relation to the economic goals of family business, the interviewees consider
the issue of financial security to be of fundamental importance, but this is typically a joint expectation
and aspiration for the family and business subsystems, and the issue of financial prosperity cannot be
separated with regards to the two subsystems. ‘The financial security of the family or the financial
security of the enterprise is indispensable, because they are one and the same’ (B12).

According to Karagozoglu-Brown (1988), openness to change is an element of organisational culture,
a prerequisite for innovation and a source of long-term viability. A family business culture facilitates rapid
and effective change by default and promotes the continuation of entrepreneurial activities (Zahra et al.,
2004). In their research, Upton et al. (2001) point out that the fastest-growing family businesses are char-
acterised by a pioneering and early-following market timing strategy, suggesting that flexibility and the
pursuit of new ideas play an important role in growth. Unfortunately, not all family firms are characterised
by such openness (Beckhard-Dyer, 1983): many see change as a source of conflict (Vago, 2004), and others
are simply unwilling to modernise (Stavrou, 1999). Family businesses driven by fear of change are charac-
terized by stagnation and loss of market share (Miller et al., 2003). In many cases, family members’ emo-
tional attachment to strategic goals underlies resistance to change (Miller et al., 2003).

In the case of the family wineries included in the research, openness to change is unquestionable,
even if in many interviews family wineries demonstrated respect for tradition. Development and openness
to new solutions are natural and essential elements in wineries focused mainly on quality objectives.

(2) Quality-focused Product Development

Wine quality is easier to detect than to define. This is partly because quality is primarily subjective.
Thus, determining wine quality from a chemical point of view will never be exact (Jackson, 2017).
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In the context of subjective quality perception and quality improvement, one of our interviewees
formulated the goal of their family winery as follows:

‘The goal should be to achieve high quality within a vintage, so that the whole range is of high
quality [...] measurable by HIRINO scores, by sales volume... It is often the case that a brand is seen
to be deteriorating in professional terms in the sommelier community, but the broad consumer
base in the supermarket continues buying the product’ (B18).

For small-scale wineries, the concept of quality becomes synonymous with the possibility of
staying alive and competitive in the market, as emphasised by several interviewees who own a
family winery with around 10 hectares of vineyards:

‘We only sell bottled wine and we strive to achieve the highest possible quality through our
technology and thanks to our strength, because | think that a 10-hectare winery can only survive
this way today’ (B3).

The quality of wine depends essentially on the quality and composition of the grapes used to make
it. In traditional wine producing countries such as Germany and France, the quality of wine is deter-
mined by the geographical origin or terroir of the wine (van Leeuwen-Seguin, 2006). The Hungarian
situation in this respect can be seen in the following interview extract:

‘With respect to wine, it all depends on the grape. Then comes the development of the product
itself, which includes packaging, corking, labelling, and communication’ (B17).

(3) Technology Development

The quality of wine is fundamentally linked to the technological characteristics of the vineyard.
Regarding the technological characteristics that accompany grape handling and processing, partic-
ipants in the research process were unanimous in their support for technological development, but
the picture was nuanced by the different perceptions and values that underpinned their interpre-
tation of the form of technological development.

Some wineries are innovating in the direction of traditional — gentle — solutions: ‘We don’t really
want to innovate technologically, as | said, we are trying to keep our machines increasingly out of the
way. If we can talk about technological evolution, it’s the evolution of our storage vessels. We are very
keen to have new amphorae in the cellar: we are still planning this level of development and invest-
ment. But we don’t want to have our own bottling machine, for example, we are very happy with our
manual filling, and manual corking. It has its romantic aspect to it. Obviously, it requires more work
and is physically more difficult, but these wines are about personality and about the fact that yes, we
do touch every bottle five, ten, or even ten or fifteen times if we have to’ (B16).

For many wineries, mechanisation is, however, one of the possible ways to achieve efficiency gains
due to the severe labour shortage in the sector, and several interviewees defined impressive goals in this
context: ‘Mechanisation will be the future and the human factor must be minimised ... In the winery it is
important to improve bottling, to help us maintain the quality of our reductive batches for longer’ (B10).

The technological background of viticulture is conducive to the development of wine quality, as
can be seen in the example below, which is a long-term goal, but a feasible ambition if the necessary
resources are available:

‘There is constant technical innovation, which of course requires a lot of investment, so it’s slow
to implement. In viticulture, mechanisation is very important, partly in soil cultivation, partly in vine
cultivation ..., and there is also potential in mechanising pruning and pre-pruning, although the latter
is an unattainable goal for us now’ (B18).

(4) Improving Service Quality and Customer Satisfaction

The transformation of wine tasting into an increasingly complex customer experience was high on the
agenda of many interviewees, adding cultural, tourism and gastronomic services to the existing busi-
ness. This business model is mentioned in several international studies, too. Some wineries are dis-
missing the idea that production, marketing, and the sales of wine are their main activities, and are
now also organising events and providing tourism services (Cennamo et al., 2012):
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‘Nowadays, it is not enough to make wine, you need to be able to sell it, you need a space for
guests and here too | can see constant change. There is a need for an outdoor area because often-
times people feel safe there ... in the middle of our vineyard there was a small separate area, where
we created this small festival area, a small cultural space, which we are also constantly developing.
Now, for example, we’re installing artworks, which are both pleasing to the eye in the long term
and constitute permanent development’ (B17).

(5) Sales Structure Goals

Although profit motive is not a primary characteristic of most of the wineries surveyed, all interviewees
mentioned the following: sales objectives, the key issues of their sales policy in terms of local versus
export sales and in terms of bottled wine versus bulk, and sales channels.

Internationalisation was a recurring motive for a number of interviewees. For many, this is the way
to grow and maximise profits: ‘In Hungary we can sell at the most one-third of our total production
volume and we are currently selling our wines abroad, for example in the UK, Poland, and the Czech
Republic — they love Tokaj wines. We are trying to build our export market, because you just can’t sell
so much wine locally, and these countries are very open to these natural wines’ (B15).

‘In any case, our objective is to export 30-40% in the medium term, because now the breakout
points have shifted abroad. Our goal is to make a living from this and to have income in euro, be-
cause we have a lot of euro expenditure’ (B18).

In terms of the choice of distribution channels, we ended up with a heterogeneous sample, with family
wineries selling their wines in a variety of forms. There are wineries that favour distributors, others have
developed their own network of shops, while some wines are sold in HORECA! areas and in Hungary:

— ‘Wine is scarce, and we sell most of our wine through a merchant. Anyway, we are too expensive to
serve tourism, so all our neighbours are cheaper than us’ (B12).

— ‘All of our wine is bottled, we sell it as bottled wine, mainly locally, in the local economy. The rest is
sold to the gastronomy industry or the higher segments of the gastronomy abroad, and we supply
several restaurants in Hungary as well’ (B16).

— ‘Our main profile is HORECA and export, we do not deal with supermarkets’ (B10).

— ‘70% of our wines have already been sold here at the Cellar and the rest in these restaurants’ (B17).

(6) Smart and sustainable growth

Much of the international literature on the growth of family businesses agrees with Zahra (2005), ac-
cording to whom the significant feature of family businesses is that family ties are interwoven with the
ownership and management structure, and thus family influence has a significant impact on the long-
term profitability of the business, its export performance and, in addition, its growth potential through
the entrepreneurial orientation of management.

Gersick et al. (1997) and Salvato (2004) argue that family businesses tend to prioritise continuity,
therefore, their drive to maintain the status quo works against growth.

The promotion of growth in a gradual and sustainable way is a common approach in the belief
system of the family wineries interviewed as opposed to forcing growth at all costs, even by way of the
exploitation of natural resources, which is in line with the literature reviewed and cited.

The following opinion and position reflect this well in the context of growth:

— ‘Step-by-step growth, meaning that our development from one barrel to the current 15-16 thousand
bottles of wine, was a gradual process. Sometimes it would have been easier to make a bigger step.
But you must be able to sell the wine if you store it and you don’t know what’s going to happen to
it, that’s not reassuring for me’ (B17).

— ‘We have 120 hectares; we have reached the right size. You must be very realistic in terms of what
is the size that one person can still oversee and manage., That’s about the upper limit’ (B2).

1HORECA=HOTELS, RESTAURANTS, CATERING
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Analysis of Family-Oriented Economic Goals

In relation to the question of exploring the economic goals of the family, family businesses, as previ-
ously laid out in Dyer’s (1992) theoretical model, identified the maintenance, and increase of the fam-
ily’s financial well-being as the most important goal.

The following approaches have emerged with respect to the goal of the financial security of the family.

Most family businesses operate for and along objectives that are partly detached from economic per-
formance, and will continue to operate if there is family satisfaction, both in terms of economic and finan-
cial performance and in terms of the family-business relationship, with the latter including, for example,
social prestige, financial security, and a good working environment that the business brings.

‘I'm not an economically minded and rational person. At times my husband taps me on the head
and says, ‘But is it worth it?’ It’s okay, he finances it, it's not a hobby, it must be profitable. Of course,
we watch the numbers and the stock and it’s a very good feeling when, say, a batch of 2.000 bottles is
gone and | can say that we have nothing left’ (B15).

During the interview, we also identified a stronger economic focus:

— ‘l used to tell my son that | don’t want to be proud, | want to be rich. ... The financial security of
a business is very important in one’s life and the ability to make decisions, rational decisions, is
essential’ (B13).

— ‘It is essential to grow because when kids move out, we will have three families to support.” (B3).

— ‘I'd like to live at a European level, and that’s becoming less and less easy | think, especially with the
euro exchange rate, but | think this goal is important’ (B18).

Analysis of Business-oriented non-economic Goals

The non-economic goals of family businesses are based on the long-term orientation of the family and the
desire for generational transitioning. The essence of long-term orientation refers to prioritisation and un-
derstanding the effects and consequences of decisions and actions that have a long-term impact (Lump-
kin-Brigham, 2011). Accordingly, long-term orientation is particularly important as it serves as a kind of
‘compass’ to help choose between the complex economic and non-economic goals of an enterprise.

The next group of goals to be analysed is the non-economic corporate goals of enterprises. In this
category, we were able to identify four groups. The first (1) is linked to the various groups involved in
the enterprise. These include objectives related to employees and consumers. The second group (2)
consists of objectives relating to various forms of commitment to society, while the next group (3)
consists of objectives relating to responsible behaviour towards the natural environment. Finally, (4)
there are objectives concerning the preservation and maintenance of the traditions of the enterprise.

(1) The first category of the non-economic goals of enterprises is linked to various groups of
stakeholders. This includes the objective of building long-term relationships with employees. The
aim is to select employees who have a long-term view of their work in line with the values that are
important to the family. ‘Here in Somogy, it has always been difficult to find the right workforce.
They always had to be brought from abroad or even further, and we also had to find some way of
ensuring that they would stay here. It was also in the interest of the owner that they should feel
comfortable here, stay here to work and continue farming’ (B20).

Caring for and developing employment opportunities and employees appeared also among the
goals of family businesses. ‘Agricultural work is one of the most disdained jobs and we are trying to
restore its prestige. You can earn as much money working in the vineyards as someone with a degree
and a language certificate in Budapest. There are incentives built in, so that those who want to work
more can do so, they can improve their standard of living and be proud of the fact that their boots are
muddy because they cultivate the St. Thomas plot for the Szepsy brand’ (B12).

The other group concerned is the consumers. The goal of satisfying customer needs is important
and is achieved primarily through the production of high-quality wines. Most respondents seek to have
as direct a relationship with their customers as possible, since personal direct contacts lead to more
loyal customers. In those businesses where a gastronomic service (including a restaurant, tasting room
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and/or accommodation) is not yet available, the aim is to create such a service. Customer satisfaction
was also identified as an objective by respondents.

(2) Goals relating to various forms of commitment to society. This commitment was evident
from two aspects of the interviews. On the one hand, the aim of social contribution to society and
local networks was expressed, and, on the other hand, the aim of enhancing the reputation of the
various wine regions was mentioned.

Astrachan (1988) points out that the family business and the local community in which it operates
are closely linked. The family nature of the enterprise affects its relationship with the local environment.

If family businesses are aware of the resources offered by their environment, they can use them for
their social and economic development. Integration in the local environment and cooperation with the
community influence business decisions. However, the local environment is not the only place where a
business is located. The network of shops, points of sale, restaurants, etc. is also where business oper-
ates. In this respect, family businesses also try to consider the interests of local suppliers. ‘We try to take
local specifics into account everywhere, and just this morning, for example, | had a conversation with a
local soda water producer .... | am also trying to help these guys: come to us. We'll make it work .... For
example, we sell local craft beers, brandy, even juices we ourselves don’t make’ (B5).

Family businesses in the Hungarian family winery sector show exemplary solidarity in working
together. In all the studied wine districts (Tokaj, Villany, Matra, Eger, Mér, Szekszard, Csongrad,
Pannonhalma, Balatonboglar, Hajos-Baja), we could see outstanding examples of cooperation with
competitors. The objectives of such cooperation include a commitment to jointly promote the wine
region and to share infrastructure.

In the past decade, Szekszard was one of the first wine districts to show how to think together
and implement joint projects including joint tasting and the Szekszard-Bottle, which brings local
varieties and producers on a common platform. ‘Because we are talking about a wine region. Now,
the image of a wine region is worthless if we producers don’t stick together. And, if we are talking
about Szekszard, | really like the Szekszard bottle, for example. The wine speciality called fuxli was
invented a few years ago’ (B21).

In the Pannonhalma wine district, PH-value is the result of the collaboration: ‘The purpose of
creating PH-value was to honour the name of the wine region, and also to improve the quality of
the wines of others, to develop each other’s knowledge and to really put a product on the table to
which everyone — from the Pannonhalma Archabbey to the smallest cellar — can lend their names;
we considered this the cardinal issue’ (B5).

The Tokaj Wine Growers’ Association was founded in the 1860s and was revived after the
change of regime in 1990. Furthermore, The Tokaj Wine Knights also continue a local tradition, and
their main aim is to promote Tokaj wine in the world, so they recruit foreign journalists and celeb-
rities to be wine knights and act as ambassadors for the Tokaj wine. Moreover, the Tokaj Wine-
Girlfriends Society has created a joint bottle. Somlé Superior is the result of collaboration among
the wineries of the Somlé wine district: this Somlé wine of protected origin can only be made from
grapes grown organically — a unique feature in Hungary.

(3) Goals relating to responsible behaviour towards the natural environment. The personal val-
ues of the founder are fundamental in determining the relationship with the environment, which
can override the financial interests of the company. ‘We don’t buy the best ploughs but rather small
lawns that may not be as valuable, but that’s how we protect these lawns. We try to keep them as
they are, we don’t cultivate them, we keep them in their natural state, we just mow them. We keep
all the pastures and meadows because it’s more natural than a plough. And we try to keep the
forest in its natural state as well’ (B20).

The goal of reducing environmental impact was also brought to the fore with respect to wine
bottles. One of the surveyed family businesses offers its consumers quality bulk wine in swing-top
bottles. ‘I hate plastic, although unfortunately a lot of consumers choose it, but we try to train them
—in fact, it is not really the right word for that — to use the one-litre swing top bottles, because they
are beautiful and we give these bottles to them at exactly the same price as we buy them... and we
also give them a storage wooden box, which is great to carry them in. ... They get a damn good
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product: they’re happy, I’'m happy, and we don’t end up polluting the environment, because our
customers are actually taking home a repackaged product’ (B5).

The approach to innovation was strongly emphasized in the responses to the questions con-
cerning the objectives of environmental responsibility. ‘Or meteorological forecasting: there are
now vineyard to spray when you need to. And if we can save one round, that’s another way of
reducing environmental damage. And what do we need for that again? Money to have a weather
station that measures humidity and uses different algorithms to tell you when to spray so that we
know if the day after tomorrow or three days from now is enough’ (B21).

The respondents pointed out that in their experience, environmental aspects and organic farm-
ing are not a source of motivation for consumers in Hungary. ‘The majority of Hungarian consumers
are not [interested]. One reason for this is that organic wines perhaps do not yet have a distinct
image, they are not well-marketed, and consumers are not yet looking for organic products’ (B19).
However, Hungarian entrepreneurs whose aim is to enter foreign markets or increase sales volumes
consider a shift to organic farming inevitable.

Our research has shown that environmental sustainability and the protection of the environment are
important goals for Hungarian family wineries. In addition to preserving the environment, we also found
a noble goal that goes beyond the business and is linked to the Hungarian wine sector. ‘We have an
important task: to keep the best and oldest Furmint types alive. It's a constant process ... it never stops,
but this wine region does not really assume this task and in the meantime, Furmint varieties are becom-
ing extinct. We are doing this conservation project together with Eszterhazy University of Eger’ (B12).

(4) Preservation and maintenance of the traditions of the enterprise. Our interviewees were
keen to talk about family traditions and the importance of local roots. It was interesting to see how
important it was for them to mention family traditions going back to several generations or even
younger roots in the case of wineries that were founded in the 1990s, after the political changes.
Some considered it important to pass on the knowledge of viticulture and winemaking and the
knowledge left behind by previous generations, while others bequeathed knowledge of the love of
the vine and nature. ‘l had some insight into agriculture, | grew up in it, we had our greenhouses and
orchards. ... And | think everyone has their own paths in life. An agrarian interest has always been in
me, but for me, the grape meant wine. Maybe as an analogy, it is like in a family of artists: one
becomes a magician, another becomes a violinist, a third might work in a circus’ (B6).

Finally, it is important to mention the issue of ethics and honesty, which — even if not a stated
objective — appeared as a natural part of future operations.

Analysis of Family-oriented non-economic Goals

Families’ non-economic goals reflect families’ values and non-economic intentions, which are pro-
moted primarily for the benefit of the family. In this category, we can distinguish three groups. The
first (1) were socio-emotional wealth-related goals: i.e., preservation of the family’s interests,
preservation of the family’s reputation, and the intention of generational transitioning. The second
group of goals (2) aimed at maintaining family unity and harmony. The third group (3) was related
to the next generation, which was partly expressed in terms of education and the next generation’s
opportunities in entrepreneurship.

(1) From among the socioemotional wealth-related goals on the FIBER scale (Berrone et al., 2012)
three of the five dimensions identified were also expressed as objectives in the interviews. The first di-
mension is family control and influence, i.e., maintaining the family’s interests. According to Chua et al.
(1999), one of the key characteristics that distinguishes family and non-family businesses is the control
that family members exercise over strategic decision-making: namely, the family and/or owners’ desire
to retain total control over the firm. It should be emphasised that the objective of retaining family control
was observed in all the businesses studied. Outsourcing management was mentioned but generally not
as a real option. This may be due to the size of the companies surveyed, the number of family members
working in the companies, or the wish to maintain absolute control. In one company, an attempt was
made to employ a non-family member manager but this also failed within a short time: ‘It was very in-
teresting and important, we recently hired a colleague to take over operational management tasks. We
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failed in three months, although we don’t have any prejudices but somehow it didn’t work. Obviously,
with my father, we have an invisible link between us, and so it works. Apart from the fact that he is
obviously my father, | think, we are also very good friends. We see things in a very similar way and the
fact that he has been able to ingrain the worldview into me that | need to have is one of his greatest
successes. How will | manage to do it in the case of my own son...? That is a good question’ (B5).

The second dimension is the identification of family members with the company, which is the
goal of maintaining a good reputation. Many researchers have concluded that the interconnected-
ness of the company and the family is what makes family firms unique and this can as often have a
positive effect as a negative one. The identity of the family in its ownership is inseparable from the
company, so the company often appears as an ‘extension’ of the family (Bingham et al., 2011). The
reputation and image of the family are also of paramount importance, as the product and the busi-
ness often bear the family name. ‘1 want it to be damn good, because we attach our name to this
story’ (B5). The image in business circles and the recognition of the family are also of paramount
importance. ‘Every single bottle of wine reminds me that it is the name of my father’s family that
goes on the label. As | have no sons, the name can’t survive in any other way but through the winery.
Quality is very important; | really want to bottle the best in every respect’ (B17).

The fifth dimension of the FIBER scale is the renewal of family ties through a dynastic transition.
The fifth dimension refers to the intention of leaving the business to the next generation. Zellweger-
Astrachan (2008) considers transgenerational sustainability as a central element of socioemotional
wealth. In this sense, the notion of dynasty is of relevance in the context of decisions. Research
showed that the intention to pass the business on to the next generation is one of the most im-
portant goals of family businesses (Zellweger et al., 2011). One indicator of an executive’s long-term
thinking is the intention of generational transitioning. Long-term thinking implies willingness to in-
vest in long-term operations, build relationships based on trust, be included in the community, and
build the reputation of the business (Le Breton-Miller, 2016).

In 20 out of the 21 conducted interviews, the intention of generational transitioning was clearly
stated as a goal: ‘Those who work with grapes can only think long term’ (B5).

In one case, we encountered the drafting of a family constitution in relation to property owner-
ship, duties, and inheritance. There was one case where we found that the owner of the head com-
pany (in most cases these were groups of family companies) was not at all willing to share his
thoughts with his family about the long-term future of the winery. ‘Anyone who at the age of 65
does not start thinking soon about handing over the business to the next generation is doomed to
bankruptcy. And in our case, at the age of seventy or so, | don’t think it has ever crossed my father’s
mind, at least we have never sat down to talk about it. We have never discussed who can assume
responsibility for what. But it would be good to do it while he still has the time, energy, and mental
agility to pass on these thirty years of experience. | think in the case of a family business like this,
which you have planned for the long term, when you set the business up, the emphasis is on passing
it on. Unfortunately, this has not happened in our case’ (B2).

Long-term orientation is particularly important for agricultural businesses. Specific farming
knowledge and practices have a greater incentive for intergenerational transfer. Family firms tend
to pay more attention to water and soil conservation and energy efficiency than non-family firms
(Tweeten, 1987; James, 1999). ‘If you want to pass it on to your children and grandchildren in this
form, you have to think about it. If you overfertilize the soil, and you use fertilizer as if it was salt,
what will your grandchildren produce on that land? A person who thinks this way is ruining the
future of their descendants in the long term’ (B19).

For long-term sustainability, it is important that both the transferring and the receiving generation
have a shared goal of running the family business together: ‘Whoever passes things on to the next
generation, | think the most important thing for this person is to accept that they will not be around
forever. Because if that doesn’t happen, confidence is lost in the next generation. And the other im-
portant thing is that you cannot develop family businesses in terms of income infinitely, so a family
business will not sustain everybody. ... a family business is like a tractor in that you can attach different
farming equipment to it depending on who wants to do what. And the family business is the power
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machine, the equipment is the individuals and if one of the grandchildren wants to be an artist, it can
give them inspiration. But future generations are not going to make a living out of wine. But if one
wants to be a cooper or a chef, then that’s where they should draw their motivation from and help the
brand to assert itself. This way new brands can be created, which by brand linkage will keep the whole
thing moving upwards. To finance this, you need to push your siblings out of the family business, be-
cause you will not be able to make a living out of it’ (B12).

(2) The goal of family unity, harmony. The three dimensions of the Three Circles model (Davis-Tagiuri,
1982) drawn up by Tagiuri-Davis (1992) include the triad of family, business, and property, which overlap.
One of the authors, Davis also developed a triple model of family business sustainability based on the
Three Circles model (www.johndavis.com/family-sustainability). Studies spanning across the first three
generations show that the three factors that explain long-term success are increasing family wealth, de-
veloping useful skills (talent), and maintaining unity. The three dimensions can be achieved through ef-
fective management, appropriate ownership and governance structures, and the availability of the nec-
essary number of resources (financial, reputation, talent, strong allies) to build the business.

There are at least 15 years in the life of a family business when at least two generations need
to work together and share management: this means thinking of the family as a unit is particularly
important in times of transition (www.johndavis.com/qa-john-davis.com). Family unity is not al-
ways about harmony, but it does imply the unity of the Three Circles (Davis-Tagiuri, 1982) and the
alignment of sub-units in the family’s goals and approach.

The third component described by Dauvis, i.e. the aim of creating family unity and harmony, is
also supported by data in our study. The importance of family loyalty and support emerged as a
fundamental topic throughout the interviews.

(3) The third family-related non-economic category is linked to the next generation, which was
partly expressed in terms of education and the opportunities for the next generation. The develop-
ment of children’s skills and the creation of entrepreneurial opportunities linked to the business
was a clear objective in all cases.

Selection based on meritocracy, whether the manager is a family member or not, is of para-
mount importance in family businesses. However, shared socio-emotional wealth and emotional
attachment may make a well-educated leader from the founding family more suitable to manage a
family business. Such successors are often trained and educated for years before the actual gener-
ational transition occurs (Miller et al., 2007). In the absence of a successor with the leadership skills
mentioned above, and as the firm grows and becomes more compley, it is often not a family mem-
ber who takes the top position. Non-family managers may make decisions based on financial prior-
ities that may threaten the sustainability of family firms (James, 1999).

In our experience, it is very important for the first generation to train the next generation. It is
important that they work in the family business as well-trained young winemakers, often gaining
experience abroad. Second-generation winemakers are more concerned with creating opportuni-
ties than with the importance of professional education. We had — as an exception — a third-gener-
ation interviewee who did not believe that studying was important at all for making good wine but
believed much more in the importance of marketing and management skills. ‘Viticulture is a horti-
cultural, biologically oriented profession, winemaking is more about chemistry; for a long time, it
was taught separately in Hungary too. It is good if someone has a degree in this field, if someone
trains themselves for years, decades, learns the trade in a self-taught way, they can be as good
winemakers as a winemaker with a higher education qualification’ (B9).

However, the importance of experiential learning, and personal example was seen as a very im-
portant goal. ‘I've been teaching her [my child] about smells since she was very young, with the help
of scent-pattern games that | use to prepare for wine competitions myself. We've been playing with
these since she was two weeks old, when she was strapped to me in a carrier, wherever | went in the
vineyard or in the cellar, she came with me so it’s a natural thing for her. We don’t force anything, if
she feels like going to a wine tasting, she just runs there with all the guests, when we have tasting
events. The other day she said ‘Mum, I’'m not going to be a winemaker, because it’s too much work,
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I’'m going to be a kindergarten teacher.” | said, well Fannika, that’s very good, too. But | think she’ll be
able to make wine by the age of 18: she’ll get the hang of it’ (B17).

Summary and Discussion

Focusing on the distinction between family and business goals based on the Basco (2017) model,
our research to understand the economic and non-economic goals of family wineries generated the
following results:

1. the goal system of family wineries includes economic and non-economic goals along both the
family and business dimensions;

2. the strong pattern within the time dimension can be identified with respect to goals: the domi-
nance of long-term goals is observed in the case of both family and business goals;

3. the sustainability aspects and goals are strongly focalised in the case of family wineries, both in the
family and in the business subsystems. Thus, we can most aptly summarize the goal system of
family wineries with the help of the further development of the Basco (2017) model:

Table 6. The goal system of family wineries

Dimensions Business goals Family goals

Short-term Harnessing the potential of digitalisation to tackle crises|Preserve the family’s financial well-be-
goals Financial security of the company ing and financial security

Socio-emotional goals (maintaining
family interest, increasing family repu-

Exploiting export market opportunities;
Market development; strengthening market positions

Long-term . tation and social recognition, genera-
& Quality-focused product development . o 8 8
goals . . tional transitioning)
Increasing strategic awareness . . . .
Preserving and renewing family tradi-
Goals related to sales structure .
tions
Training and education of family mem-
Improving service quality bers in the wine sector
Sustainability [Technological development, innovation Maintaining a family unit
goals Smart and sustainable growth Goals related to employees and con-
Mainstreaming environmental sustainability sumers

Commitment to society

Source: own study.

Family vs. Business-oriented Goals: Short-term vs. Long-term Goals

One of the findings of this study is related to the limitation of the otherwise well-formulated Basco
(2017) model as far as its application to traditional businesses like wineries is concerned. Throughout
the interviews, the separation of business and family goals remained an unresolved challenge. AlImost
all of our interviewees stated that the two groups of goals are very much intertwined.

A similar overarching dilemma appeared when short-term and long-term goals were discussed.
However, this has manifested in a different way. On the level of espoused values, family business win-
eries (FBW) wineries strongly emphasized the importance of long-term goals: this, however, happened
on a practical level, therefore short or middle-term concerns were expressed.

Innovation vs. Tradition

These seemingly contradictory values (Vrontis et al., 2016) were well demonstrated by these FBWs.
Innovation was interpreted as technological innovation with a focus on viticulture and wine produc-
tion. Elements of marketing and service-package augmentation (i.e., adding a restaurant and other
tourism-related services to the core business) were also mentioned.

However, social and especially organisational innovation was hardly or not at all mentioned. This
might impede the development of these first-generation FBWs.

Traditions were the focal point of most interviews and the source of emotional attachment to the
enterprise (some claiming centuries of family traditions of winemaking) and provided a perspective of



174 | Nora Vajdovich, Balazs Heidrich, Szilard Németh, Krisztina Németh

future decades to come. This seemingly future-oriented thinking lacked any strategic basis or frame-
work: it rather served as a sacred, almost religious affection (see the motto of the study) for grape as
an ancient plant and an emotional attachment to the thousands of years of the history of wine-making.

The analysis of this level (i.e., quasi-religious) of attachment in the business sector, however, falls
outside the scope of this study.

Sustainability-locality

Strong concerns were expressed on the issue of sustainability in relation to the environmental
friendliness of viniculture and wine production technology. The natural environment at the core of
winemaking (see the idea of sacredness above) was very much in focus with perspectives of dec-
ades, perhaps even centuries in mind.

The following topics were referred to: level of organizational culture, attitudes of employees and
non-family members, and how loyal and proud they are to be part of the family business. The identifi-
cation of the family members with the business in question was taken for granted. The concept of the
familial nature of businesses was present in all of the interviews. Both environmental and organisa-
tional sustainability were framed on the local level in the narrowest sense.

CONCLUSIONS

The objective of our study was to analyse the goals and goal systems of Hungarian family business
wineries. The research was based on the family business goals dimensionality model of Basco (2017).
As a result of the qualitative analyses carried out in 21 wineries, a Model of Organizational Goals of
Family Businesses was developed as an elaboration and further development of the original model.

The aim of the study was to identify what are the short- and long-term goals, and organizational,
family, and individual goals of family wineries according to first- and second-generation owners.

It has been proven that the individual, family, and organizational level analysis provides a deeper
understanding of the complex goal systems of family businesses.

Three dilemmas have emerged as novelties of the research. Firstly, family businesses found it very
challenging to distinguish between short- vs. long-term as well as between financial vs. family goals.
Secondly, there has been a limited concern with innovation, which solely focuses on wine as a product
and production technology. Thirdly, sustainability issues regarding the natural environment of viticul-
ture were very much in line with perspectives of hundreds of years in mind.

As a result of the above-mentioned dilemmas, a development challenge occurs. Namely, the lack
of organizational development perspective, which — considering the growth need of family businesses
at this stage — could appear as a major obstacle in the near future.

The wineries in the sample were all first, second, or — rarely — third-generation family businesses.
In a few cases, the generational transition has explicitly taken place. However, on the governance and
strategic level hardly any attempts could be detected with respect to the development of a new or-
ganizational and business model. External investment and external management were not considered
at all by owners or managers. These otherwise logical steps of family firm development were not even
mentioned as options. Considering the development stage (Miller-Friesen, 1984; Quinn-Cameron,
1983; Gersick et al., 1997) of these wineries, the current approach w understandable; however, there
seems to be a lack of possible future organizational and business development paths.

Our study further supports the arguments for the need of future research in longitudinal studies
in the field of family business succession in the Central Eastern European region. This research gap
is especially wide because of the relatively short history of generation change in family businesses
in Central Eastern Europe.

The ambiguity of the goals appeared in many cases as the root of organizational problems, like
loosely planned generation change, family conflicts, and unclear distribution of responsibilities. As for
managerial implications, a complete lack of planning in terms of professional family governance and
management structures appears as a main hindrance to the development of family businesses. We
strongly agree with Beattie (2018) and Kane (2007) on the recommendation for managers of family
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businesses, who state that it is never too early to start dealing with governance structures when
planned growth is ahead or when organic growth is under way.

This phenomenon is strongly supported by the findings of Maké et al. (2020), who found that
innovation is typically understood and implied in its old-fashioned and narrowest sense focusing on
product and technology. Furthermore, this limited understanding seems to be a major obstacle to
organisational learning, which is a prerequisite for growth in Hungarian SMEs. Managers and own-
ers of FBWSs should consider improving organisational knowledge (i.e., consultancy) with the sup-
port of internal or external resources.

There are two explicit limitations to this study. One is the limited number of wineries in the interview
sample, which is due to the exploratory qualitative research paradigm. This could serve as a constraint
to the generalizability of the results. This might give rise to a further research direction with a research
focus exhibiting a positivist paradigm, which is not aimed at cognition but the exploration of an objective
system of relations using the quantitative research paradigm. The second one is the very unique tradi-
tionality of the wine sector, in which all actors expressed almost religious attachment to the thousand
years old processes of viticulture and grape production, winemaking, and wine as a product itself. This
level of emotional attachment and faith might not appear in other less traditional businesses.
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