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ABSTRACT
Objective: The main goal of the article is to discuss the theoretical relationship be-
tween immigrant entrepreneurship and immigrant’s economic adaptation.
Research Design & Methods: The paper reviews the theoretical and empirical liter-
ature on immigrant entrepreneurship and economic adaptation of immigrants in
a host country. Then the paper develops testable propositions and a theoretical
model for future empirical research on this topic.
Findings: The paper describes three main potential outcomes of immigrant eco-
nomic adaptation through entrepreneurship: segmented assimilation, transna-
tionalism and provisional business project strategy.
Implications & Recommendations: Understanding the factors that contribute to ad-
aptation of immigrant entrepreneurs is crucial from policy-making perspective, as
immigrant entrepreneurship is increasingly promoted as a viable strategy for econom-
ic adaptation for new immigrant groups in major host countries.
Contribution & Value Added: The theoretical relationship between immigrant
entrepreneurship and economic adaptation remains underaddressed in the liter-
ature. Thus, the paper contributes to the knowledge on economic adaptation of
immigrants, by proposing a model of immigrant entrepreneurship evolution and
development. The model stresses interrelations between immigrant entrepre-
neurship and economic adaptation.
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INTRODUCTION

Self-employment of immigrants is increasingly considered as an effective strategy which
improves the economic situation of ethnic minorities and enables their economic integra-
tion in host country. Moreover, immigrant entrepreneurship is perceived as a way by which
newcomers can contribute not only to the well-being of their ethnic community, but also
to the economic development of the host country (Kushnirovich, 2015). Among biggest
American enterprises listed in Fortune 500 list for 2010, 204 firms were established by
immigrants, yielding the combined revenues of 4.2 trillion USD and employing more than
10 million people worldwide (Partnership for a New American Economy, 2011). But also at
the lower end of the economic “food chain” there are millions of small-scale immigrant
businesses which pay taxes and provide income for the entrepreneurs and their families.
Therefore, most of the more important countries of intensive immigration (i.e. the US,
Canada, Australia and most of the EU Member States) either adopt immigrant policies that
facilitate the settlement of foreign entrepreneurs or implement integration policies aimed
at encouraging immigrant self-employment (Rath & Swagerman, 2016).

Yet, the existing empirical studies on the performance of immigrant entrepreneurs
and the effects of their economic integration do not confirm only optimistic outcomes. In
many cases, immigrants’ economic activity is connected with marginal gains, instability
of immigrant businesses and lack of economic security, long working hours and exploita-
tion of workers belonging to the owner’s family (Pécoud, 2002; Caparrds Ruiz, 2010).
Moreover, in terms of economic integration outcomes, the foreign-born entrepreneurs
do not surpass the achievements of salaried immigrant workers (Hjerm, 2004; Hwang, Xi
& Cao, 2010). The poor performance in terms of disposable income as compared to na-
tive entrepreneurs and salaried workers is visible even in the case of second-generation
immigrant entrepreneurs (Beckers & Blumberg, 2013). Additionally, most of the research
on the linkage between immigrant entrepreneurship and socio-economic integration
remains purely empirical, and most of the authors rely on existing theoretical approach-
es developed within migration studies (e.g. ethnic enclave theory — Wilson & Portes,
1980; blocked mobility hypothesis — Li, 1997) and studies on entrepreneurship (e.g. the
concept of mixed embeddedness — Kloosterman & Rath, 2001). In terms of theoretical
models, the conceptual frameworks developed by Aldrich and Waldinger (1990), Strider
(2003) and Volery (2007) are mostly static, focusing on the explanation of the determi-
nants of entrepreneurial behavior of immigrants and/or ethnic minorities and on the
identification of the structural forces that shape these behaviors. Those theories and
concepts have some explanatory power in terms of describing the origins entrepreneuri-
al activity, but are not sufficient to predict convincingly the outcome of this activity for
the process of socio-economic integration of an immigrant in host country.

Consequently, the aim of this conceptual paper is to fill the gaps in theoretical dis-
cussion on immigrant entrepreneurship by developing a theoretical model on immigrant
entrepreneurship development, which identifies the main factors which influence the
performance of immigrant businesses and the process of the economic adaptation of
immigrant entrepreneurs in a host country. To the best knowledge of the author, in the
literature on immigrant and ethnic entrepreneurship there is no theoretical framework
which precisely describes the relationship between those processes. Therefore, the de-
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velopment of such a model is a most important contribution of this paper to the studies
on entrepreneurship and on immigrant businesses in particular. The structure of this
paper is as follows: in the next section, the author critically reviews the theoretical and
empirical literature on immigrant entrepreneurship and economic adaptation of immi-
grants in a host country, identifying the most relevant gaps in knowledge. Then the au-
thor develops a theoretical model that allows to build testable propositions for future
empirical research on the socio-economic integration of immigrants and on the immi-
grant business evolution. Section four concludes the paper, brings the most important
policy recommendations and discusses puzzles for further research.

MATERIAL AND METHODS

In this paper the author discusses the economic impact of immigrant entrepreneurship
on individual level in a host country. The author critically reviews the existing literature
on immigrant and ethnic entrepreneurship and develops a theoretical model on the
evolution of immigrant entrepreneurship, linking the outcomes of the business activity
with the individual’s strategy in terms of the economic integration. To be more precise,
the investigated relationship is the effect of the business creation, maintenance and
development by immigrants — on the economic adaptation of such individuals in a host
country. Thus, the main aim of this theoretical model is to provide a sound conceptual
framework for future research on immigrant entrepreneurship, by providing a set of
research propositions that might be tested in empirical studies. In such a case, several
issues deserve special attention and need to be defined in a precise manner.

First, this paper deals with the immigrant entrepreneurship, a term is often connect-
ed to ethnic and diaspora entrepreneurship (Eraydin, Tasan-Kok & Vranken, 2010). Im-
migrant entrepreneurs are foreign-born persons who start business activities in a host
country (Brzozowski, Cucculelli & Surdej, 2014). Ethnic entrepreneurs use their ethnic
ancestry as a brand to market their products usually by offering typical ethnic goods (e.g.
halal food), or services (e.g. Ayurveda medicine). Moreover, compared to immigrant
entrepreneurs, the ethnic businesses might be run by the second- and former generation
of immigrants born in a host country, and sometimes they might target larger ethnic
groups than just one, coming from one origin country — for instance Hispanic community
in the US, or Indian community in the UK (Volery, 2007). Additionally, Zhou (2004) indi-
cates that ethnic entrepreneurs are mutually the owners and managers of their own
businesses, suggesting that such firms belong mostly to the SME sector. Finally, diaspora
entrepreneurship is composed by diasporans (Elo, Harima & Freiling, 2015) — i.e. individ-
uals from an ethnic group (both first- and former generations born in host countries)
which is dispersed from one centre (original homeland — not necessarily the home coun-
try, e.g. Punjab in India, Kurdistan in Irag) across various geographical locations (Cohen,
1992), usually in different countries (but sometimes also various cities or regions in one
country). Such a form of entrepreneurship is commonly connected to transnational activ-
ities (Elo, 2016) that span across different countries and involve diasporic communities in
various places (Riddle, Hrivnak & Nielsen, 2010), for instance Chinese trading companies
in South East Asia, which can operate in Singapore, Taiwan, Vietnam and all other desti-
nations where Chinese diaspora community is strong (Zhou & Liu, 2015).
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Second, the paper discusses entrepreneurship, in this case, as a synonym to self-
employment, which is quite common in the literature (Langlois & Razin, 1995). The au-
thor is aware of the terminological complexity of both concepts (Faggio & Silva, 2012),
but in the case of the economic adaptation process of an immigrant, a self-employment
status is usually considered as a first step for the entrepreneurial involvement and
a proxy for small business ownership (Szarucki, Brzozowski & Stankeviciené, 2016).

Third, as in the case of many other processes in social sciences and economics in par-
ticular, the relationship of interest is of a two-way nature: entrepreneurship activity
influences immigrants’ economic adaptation, but also the process of immigrant’s eco-
nomic adaptation affects the likelihood of business creation, maintenance and develop-
ment (Ohlsson, Broomé & Bevelander, 2012; Andersson & Hammarstedt, 2015). In this
sense, the self-employment propensity rises with the time spent in the host country, as
an immigrant gains human, financial, cultural and social capital and the needed experi-
ence to start a business (Caparrds Ruiz, 2010). Yet, many immigrants start their business-
es from the very beginning of their entry to the host country (Brzozowski & Pedziwiatr,
2015), often encouraged by special programs within immigration policies, which encour-
age the entry of immigrant entrepreneurs (Hiebert, 2008). Therefore, the paper focuses
on the effects of entrepreneurship on immigrant’s economic adaptation only, albeit the
author recognizes that the adverse relationship also takes place.

Finally, this paper focuses on the economic adaptation, a term which is often con-
fused with the economic integration. The latter is a more exclusive term, described as
a “process by which the socioeconomic characteristics of immigrant group members
resemble those of natives in host societies” (Zhou & Liu, 2015, p. 191). Within the discus-
sion on economic integration, the main expectation is that the immigrant economic ac-
tivity should gradually converge to the “perfect model”. This “perfect model” is strongly
dependent on the socio-economic, institutional and cultural characteristics of the host
country and might differ from the one in the country of origin of immigrant. Therefore,
an immigrant might follow a successful strategy of economic adaptation in the host
country but, at the same time, may fail to integrate economically as, for instance in the
US, where the “successful integration entails the incorporation into the middleclass core,
not the segments of the mainstream occupied by working or lower classes” (Zhou & Liu,
2015, p. 194). Yet, most of the integration policies and political concerns on immigrant
integration focus not on the “perfect model” achievement, but rather on preventing the
socio-economic marginalization of immigrants: i.e. economic inactivity, long-term unem-
ployment, precarious or illegal forms of employment and successive immigrant exploita-
tion. Consequently, from the policy-making perspective, it is much more viable to con-
sider how immigrant entrepreneurship affects immigrant economic adaptation. Econom-
ic adaptation “refers to the degree to which work is obtained, is satisfying and is effec-
tive in the new culture” (Berry, 1997, pp. 13-14) and entails livelihood strategies or
measures of the economic achievement of immigrant at destination (Kibria, 1994).

LITERATURE REVIEW AND THEORY DEVELOPMENT

In this section, | critically review the basic literature on immigrant economic integra-
tion and | link the theoretical and empirical findings with immigrant entrepreneur-
ship. This allows to identify the key factors that affect immigrant entrepreneurship,
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leading to a set of forms of the economic adaptation in which the business activity of
the immigrant might play a differentiated role. Additionally, | formulate a set of
propositions that indicate the potential direction between these processes. Finally,
all the determinants and outcomes of economic adaptation are brought together in
a single theoretical model, which summarizes this section.

The Role of Migrants’ Personal Strategies and Motivations

Although there is not a single theory migration which can explain all aspects of population
movements in the international environment, in migration studies there is a consensus
that immigrants act in a complex set of linkages, which influence their decision-making
(Davis, D’Odorico, Laio & Ridolfi, 2013). Consequently, the early neoclassical models which
perceived migrants as rational economic agents, i.e. selfish individuals who act only for the
sake of the private economic benefit, are not suitable to fully explain the behavior of these
populations (De Haas, 2010). Migrants do not act in a social vacuum, they take into the
account the interests of their “important others”: mostly family members, but also friends,
and even co-ethnic neighbors both in the home country, the host country and in third
countries in which those people reside (Kloosterman, Van Der Leun & Rath, 1999).

The existing theoretical models on immigrant and ethnic entrepreneurship either point
out at the structural forces which drive immigrants towards self-employment or at the
specific interaction between immigrant and environment in which one operates. For in-
stance, in seminal contribution of Aldrich and Waldinger (1990), entrepreneurial actions
result from the existing opportunity structures and resources, understood as the ethnic
group characteristics (i.e. cultural traditions, ethnic networks etc.). Therefore, the “ethnic
strategies emerge from the interaction of opportunities and group characteristics, as ethnic
groups adapt to their environments” (Aldrich & Waldinger, 1990, p. 114). This approach is
somehow surprising, as it presents the ethnic entrepreneur as the object of transformation
of external forces, neglecting individual aspirations! and the role of entrepreneurs as the
actors of change. In Strlider’s (2003) approach, there is no place for individual entrepre-
neur at all, as the model analyzes the ethnic business, not the owner and founder of the
firm. This is once again intriguing, as most of popular forms of immigrant entrepreneurship
are rather small and medium-size businesses (Volery, 2007; Rath & Swagerman, 2016), in
which the analysis of the entrepreneur is crucial for the understanding of the firm further
evolution. The individual perspective of entrepreneur is only included in the enhanced
interactive model of ethnic entrepreneurship, developed by Volery (2007). The author
recognizes, that individual characteristic matters for entrepreneurial actions, thus: “even
people with the same nationality or from the same ethnic group have differences which
affect the way they recognize and pursue opportunities” (Volery, 2007, p. 36). His under-
standing of personal motivations is much alike to the neoclassical approach, consequently
does not taking into the account the role of “important others”, which obviously affects the
economic behavior of immigrant in a host country.

Developing this line of argumentation, | argue that the theoretical model of immi-
grant entrepreneurship should take into the account the role of migrants’ families and
friends, which is suggested in migration studies by the new economics of labor migration

L Aldrich and Waldinger (1990) actually tend to suggest that the ethnic entrepreneurs from the same group
share the same motivations and aspirations, so there is no internal heterogeneity within the ethnic group.
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(De Haas, 2010). In this aspect, most economic decisions, including the entrepreneurial
ones, are the result of collective decision making and of the interplay of the aspirations,
dreams and personal goals of migrant and one’s family located both in host and home
country. Consequently, if an immigrants starts a business activity in a host country, one’s
entrepreneurial strategy is deeply influenced not only by the individual interest, but also
by the economic interests of “important others”. Let us consider three different situa-
tions of immigrant entrepreneurs, which are provided in the literature on immigrant and
ethnic entrepreneurship. In a first scenario, described by the new economics of labor
migration theory, a migrant is sent abroad by the entire family/household, which aims to
diversify the sources of income. Upon arrival and after the business is started, a migrant
is expected to contribute to the collective budget of the household located in a home
country through remittances (Taylor, 1999). Moreover, at least in the context of the
initial motivations, the migration itself is perceived as a temporary event, which should
help in accumulating needed capital to be invested back in the home country (Coniglio &
Brzozowski, 2016). In this context, the immigrant’s business development is constrained
by the fact that the profits would be either continuously transferred back to the home
country (to contribute to the budget of the migrant’s household), or reinvested in the
home country after the migration spell is resumed. Consequently, there should be no
surprise that many migrants who adopt such strategy are pursuing business activities in
the niches of the markets left by the native entrepreneurs, who perceive them as less
attractive due to low profits, higher risk and harsh working conditions. The perspective
of such migrant is much different from a native entrepreneur, as the migration is
planned as a temporary event. Therefore, they accept harsher working conditions and
higher risk of the business activity, as the migration strategy entails rather short- or mid-
dle-term form of entrepreneurship, rapid accumulation of capital (combined with limited
consumption in host country) and yet is considered as profitable because of the income
differentials between destination and home country.

The second scenario entails a situation, in which a migrant does not want to
choose between a definite settlement in a host country, but on the other hand does
not have any clear vision whether the return to home country should be envisaged. In
such a case, the transnationalism strategy is possible. Immigrant transnationalism is
a situation, in which an immigrant maintains personal, social or economic activities in
both worlds: in the home and destination country (Schiller, Basch & Blanc, 1992;
Portes, Guarnizo & Landolt, 1999; Vertovec, 2004). In this way, one’s presence is mani-
fested simultaneously in both countries. The transnational immigrant entrepreneur-
ship in this case is manifested through a maintenance of business activities in dual
locations. This kind of strategy can both be perceived as the alternative form of eco-
nomic adaptation in a host country (Portes, Guarnizo & Haller, 2002), but also as
a more secure alternative: this way the potential homecoming is facilitated, as the
immigrants maintains an economic foothold in a home country (Levie and Smallbone
2009). Moreover, in some instances the transnational immigrant entrepreneurs due to
access to very specific and unique set of resources, both in host and home country, are
able to outperform the competitors, understood as non-transnational immigrant en-
trepreneurs (Brzozowski, Cucculelli & Surdej, 2014) or even native ones.
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In the third scenario, the immigrant has the intentions to stay permanently in the
host country?. Consequently, the immigrant should — other things held constant — adopt
a more long-term perspective in one’s enterprise development. However, even in this
case the entrepreneur’s activities are influenced by different norms, values and expecta-
tions than the ones respected in a host country, an issue that will be considered in the
next section. Moreover, in such occasions, the development of an immigrant enterprise
might be connected to different outcomes in economic adaptation. The segmented as-
similation theory clearly shows, that the immigrants must not follow one single path of
the cultural, but also socio-economic integration, over time spent at the destination
becoming much more alike to the receiving society (Portes & Zhou, 1993). On the contra-
ry, they might follow different directions, including social marginalization, or integration
within the ethnic enclave economy, or finally experience the mainstream integration. In
this contexts, also immigrant businesses can be developed into: 1) highly segmented
marginal firms, operating in the niches of the market left by the locals, 2) ethnic enter-
prises, which operate in the ethnic enclave and serve mostly the co-ethnic population
(i.e. product-integrated firms), or cater the wider clientele by offering specific ethnic
goods and services (i.e. market-integrated firms), finally to 3) highly integrated main-
stream businesses, which compete on equal terms with native entrepreneurs (Curci
& Mackoy, 2010). Therefore, | formulate the following proposition:

Proposition 1: Migrants’ strategies have an impact on the entrepreneurship creation
and further busi-ness development.

Expanding on this general proposition, it is important to consider that the businesses
created by immigrants are closely connected to their migration projects, which means that
those businesses can serve different purposes, where the future return and the permanent
settlement at destination are the two opposite perspectives. In reality, most of the immi-
grant entrepreneurs “stay in the middle”, drifting between those two alternatives. There-
fore, there is no single, “perfect” path of the immigrant enterprise development.

The Role of Cultural Differences

Most of immigrants, when coming to the host countries bear a set of cultural values,
norms and ethnic identities which might and usually do differ from the ones respect-
ed and practiced by the native population (Berry, 1997). Those cultural values influ-
ence not only the religious practices, social behavior and habitation strategies (e.g.
widespread tendency to live in the ethnic districts, where the neighborhood consists
mostly of people from the same ethnic background), but also affect the economic
decisions of immigrant and the family in the host country.

The values and consequently the attitudes towards entrepreneurship do differ
substantially across countries and nations (Basu & Altinay, 2002). One of the important
measures that shows the attitudes towards business activity is the variable “Entrepre-
neurship as Desirable Career Choice”, included in the Global Entrepreneurship Monitor
(GEM). This indicator shows what percentage of the adult (18-64) population in a given

2 In all aforementioned scenarios, | consider only immigrant motivations and future plans, which can possibly change
over time. Albeit this can happen with many migrants (especially in the case of temporary migration, which can
easily be transformed into a more permanent one), the rich literature on that topic clearly shows that the initial
motivations clearly matter for the economic decisions taken at the destination (e.g. Dustman and Mestres, 2010).
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country agrees with the statement that statring own business activity is the right strat-
egy for career development. The most recent results of GEM survey for 2014 and 2015
show a great heterogeneity in the value of this indicator, ranging from extreme 95.6%
in Guatemala, very high values in Brazil, Philipines and South Africa (over 70% for each
country), moderate ones in the US and most of the EU member states (between 50
and 65%), and very low values in India, Japan, Southern Korea and Finland (below 50%,
cf. GEM 2016). Therefore, in some host countries the “ideal” career path is the waged
employment, while in others the businessman status (Pécoud, 2003). Moreover, as the
classic research of Hofstede (2001) shows, the attitudes towards risk-taking, a crucial
precondition for entrepreneurial activity, are also very heterogenous across the na-
tional cultures. Some nations are more risk takers than others. For instance, a reserva-
tion towards risk especially visible in the case of CEE nations, which is attributed most-
ly to a heritage of the communist system which still influences people’s identities and
beliefs. This risk aversion matters for the self-employment propensity: the recent study
of Szarucki, Brzozowski and Stankeviciené (2016) sugests that the Polish and Romanian
immigrants in Germany exhibit much smaller likelihood of becoming self-employed
than in the case of other ethnic groups.

Moreover, in the case of many national cultures, the wealth of the individual might
not be perceived as the ultimate life goal. For instance, the last wave (2010-2014) of
World Values Survey (WVS) shows a great disparity within the nations in terms of how
wealth is perceived: almost 30% of Nigerians totally agree with the statement “It is im-
portant to be rich; to have a lot of money and expensive things”, while in the case of
Indians this share was 18%, Philipinos — 8.5% and for Poles mere 1.6%, just to mention
few important migrating nations (WVS, 2016). The need of acceptance or social recogni-
tion is also very important. Some national cultures are sceptical towards the wealth ac-
cumulation and people living there expect an individual to share his/her wealth with
family members, even with distant relatives. Thus, solidarity with members of the same
ethnic group becomes an important motivation which influences the economic activity of
many immigrant groups, including for instance Lebanese (Abdelhady, 2006) or Mexican
immigrants in Northern America (Vallejo & Lee, 2009). In such a case, the immigrant
entrepreneur might be expected to contribute with some share of his income in social
capital building, by supporting charity and religious organizations and community events
— both in the host and home country (Lindley, 2009). Such investments for the investiga-
tor who is not aware of the socio-cultural context in which immigrant entrepreneur op-
erates, might be perceived as unproductive spending, as their impact on individual in-
come is not significant. Yet, although less productive in pure economic sense, these so-
cial investments might be important for the entrepreneur in the long run, as they give
access to other forms of capital: including social and lead to the creation, extension and
enforcement of personal linkages, both business and private ones. Moreover, they might
contribute to the increment of the social position of immigrant entrepreneur in the local
co-ethnic community, both in the host country and in the home one (Grigolini, 2005).
Additionally, we have to take into account a potentially adverse effect, which is due to
the high social pressure coming from co-ethnic community: lack of such financial contri-
bution to a given ethnic cause (e.g. to the repair of local temple, organization of local
religious or ethnic festival, or contribution to some other charity goal) might lead to
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ostracism and to a social exclusion of immigrant entrepreneur. The risk of a social exclu-
sion is a strong disciplinary mechanism in many ethnic communities (Sanders & Nee,
1996), and the potential costs of such act might strongly (and negatively) influence the
performance of the immigrant’s enterprise. Consequently, it is justified to formulate the
following proposition:

Proposition 2: The societies in host and home countries have diverging sets of values
and expectations towards the economic adaptation, which in turn influence immi-
grant business activities.

It is worth to expand this general reasoning, by adding a remark that the business
activities of immigrants are created, sustained and developed not only for the purpose
of income maximization. Moreover, the influence of co-ethnic community in host and
home countries, contrary to what is suggested in the existing literature, must not be
only positive. Therefore, the obvious direction of future research on immigrant entre-
preneurship is in-depth investigation of the internal, co-ethnic social norms and obliga-
tions that can inhibit and restrain the growth of such businesses.

The Role of the Socio-Economic System in the Host and Home Countries

The current literature on entrepreneurship emphasizes the role of the economic develop-
ment of a country in which the businesses operate for the incidence, dynamics and in explain-
ing the existence of different forms of entrepreneurial activities (Wennekers, Wennekers,
Thurik & Reynolds, 2005; Acs, Desai & Hessels, 2008). Still, immigrant are the actors who
bridge at least two socio-institutional environments: of the host and home countries. Mi-
grants when adapting to a new situation in host country, are still influenced by “clichés” of
the livelihood strategies from their home countries and regions. Therefore, the level of the
economic development at home and the characteristics of local economy matter for the
entrepreneurial model chosen in the destination by immigrant. For instance, immigrants
coming from rural and conservative areas would be much more traditional and risk averse in
terms of their entrepreneurial characteristics than the immigrants coming from developed
cities in which the economic environment are much more innovative and competitive.

The situation becomes even more nuanced, when one realizes that these socio-
institutional environments of the home and host countries are not stable: they can, and usu-
ally they do change over time. Moreover, due to a set of interpersonal connections between
immigrants and their families and friends at home, such changes do influence activities of
immigrants, including the economic ones and the entrepreneurial strategies in particular. In
this vein, it is important to take into the account the social networks and connections created
by diaspora members. The term of diaspora stresses the dispersion of the ethnic group from
one centre to various geographical locations (Cohen, 1992). Yet, the communities originated
from one place, and currently located in these different destinations retain common identity
and multiple (social, cultural and economic) linkages not only with the “home” or “homeland”
(understood as the place of origin, but not necessarily home country, as there are nations
without nation-state), but also between each other (Brubaker, 2005).

The diaspora framework offers a new perspective for investigation of immigrant en-
trepreneurship and its impact on the economic adaptation of immigrants. The traditional
framework assumed the existence of South-North dichotomy, in which immigrants origi-
nated from usually poorer, underdeveloped countries of the Southern hemisphere. By
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settling in the developed economies of the North, they were gradually learning how the
“modern” socio-economic settings differ from the “backwarded” environment in the
home country, and they were consequently adjusting their business activity to fit into
these new patterns. Yet, Elo clearly shows, that immigrants do not only move between
developing and developed countries (Elo, 2016). As she rightly points out, the forms and
directions of migration movements are in reality much more complex and multidirec-
tional, and they occur not only from developing and emerging countries to developed,
but also in an opposite direction, thus yielding 9 types of diasporan entrepreneurs:
“poor-to-poor”, “less poor-to-poor”, “rich-to-poor”, “poor-to-less poor”, “less poor-to-
less poor”, “rich-to-less poor”, “poor-to-rich”, “less poor-to-rich” and “rich-to-rich”. In
same line, Harima (2014) discusses about the “Ascending Diaspora Entrepreneurship” for
those individuals who move from less developed countries to more developed ones, and
“Descending Diaspora Entrepreneurship”, for those who move in the opposite direction,
suggesting that the incidence of this second type of entrepreneurs is also substantial and
worth further investigation. These two typologies are even more useful, when the dy-
namics in the condition of the source and destination economies is taken into the ac-
count. The destination country can be hit by a serious economic recession, which dimin-
ish the economic opportunities for immigrant entrepreneurs and reduces the attractive-
ness of this environment in terms of conducting further business activities. On the other
hand, the home country can also change, for instance by advancing economically from
low income to lower middle income category, which in turn offers new perspectives and
opportunities for future investors. In such a case, immigrant entrepreneurs might and
usually do respond to changing economic environment, consequently changing their
business models. One of the possible transformations of immigrant businesses in the
case of the falling attractiveness of the host country and the luring economic boom at
home might be the decision to move back the business to the place of origin or maintain
dual economic activities at source and destination economies.

Immigrant entrepreneurs are potentially in a favorable situation when considering to
move or start a business activity in their home country. Thanks to rich diaspora net-
works, they are able to gather information, funds, employers and know-how in a faster
and more efficient way than the outsiders, namely the foreign investors. Consequently,
they have country-specific cultural capital that allows to identify and exploit new oppor-
tunities more effectively than in the case of foreign entrepreneurs. The experience of
such economies as China or India clearly show that diaspora investment played a pio-
neering role in transformation of these countries (Smart & Hsu, 2004; Kapur, 2010).
Moreover, diasporans can play a key role in the growth and internationalization process-
es of businesses that operate in a source country (Minto-Coy, 2016). In such a case,
a diasporan entrepreneur might either start transnational business activity, form part-
nerships with existent firms at home or even consider return migration, to reap the ben-
efits of this economic boom. Consequently, | formulate the following proposition:

Proposition 3: The level of the economic development at host and home countries
influences immigrant entrepreneurship.

Expanding on this proposition, it is worth to consider a potentially inverted u-shape,
non-linear relationship between the economic development at home country and the
propensity of entrepreneurial engagement of immigrant entrepreneur, both in the em-
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pirical studies on transnational immigrant entrepreneurship and the entrepreneurial
activities of the returnees. At the early stage of economic development, the lack of effec-
tive institutions and market mechanisms and poor infrastructure does not encourage
entrepreneurial involvement of the diaspora entrepreneurs. Then, the intermediate
levels of development offer better perspectives for such activity, as the growth potential
of the home country increases and the institutional environment is more favorable for
investors. Finally, as the home country becomes a highly-developed economy and the
internal market becomes very competitive and saturated, the possibilities for the market
entry for new players, including diaspora entrepreneurs tend to decrease.

The Role of Immigrant’s Family

A very typical, yet overlooked problem in the discussion on immigrant businesses is the role
of the family. As the social embeddedness theory suggests, the individual’s networks and
personal relationships are vital, especially when one wants to mobilize the resources to
support a new economic activity, such as firm startup. Thus, family members not only pro-
vide a financial capital, but also contribute indirectly, through business ideas, advice, know-
how transfer etc. This family support comes not only from the relatives located in the neigh-
borhood, but also from the ones who stay in the home country or other geographical loca-
tions (i.e. other countries of immigration). Still, the family reunification in the host country
strongly affects the further immigrant business evolution, as the long-term commitment to
permanent settlement implies the need for evaluating the existing forms of economic activi-
ty. In this sense, an immigrant entrepreneur must decide whether the existing business
model is still suitable for the needs of his/her family (Bird & Wennberg, 2016).

Moreover, most of the small immigrant businesses are also family firms (Walton-
Roberts & Hiebert, 1997), in which family members are the partners, owners, managers
and employees in the enterprise. Therefore, the role of the family is usually crucial not only
for the process of business creation, but also in its further development and evolution
(meaning also the possible exit from entrepreneurship, cf. Bird & Wennberg, 2016). Thus,
the impact of family on the business performance should be investigated in detail. From
the well-developed literature on family firms’ research we know that family enterprises are
not necessarily the most profitable ones, but they value the long-term goals and the sus-
tainability of doing business over short-term gains (Block, 2010). Thus, they might offer less
competitive salaries, but at the same time — more stable jobs (Bassanini, Breda, Caroli &
Rebérioux, 2013). The same can be said about many immigrant businesses. Albeit they
often rely on the ethnic enclave and ethnic market, employ ethnic employees, this is not
only the weakness of the firm. The employees from family in the immigrant enterprise can
be less skilled and more conservative, but on the other hand more committed to a com-
mon goal, more trustworthy and hardworking. Additionally, an immigrant might take
suboptimal economic decisions in terms of transactions, while choosing a client or supplier,
who offers a smaller price or lower quality of goods and services, but on the other hand
he/she is a member of a family (especially in non-Western world the notion of family is
much broader and extends over more distant relatives, such as uncles or cousins). There-
fore, such decision might be suboptimal from purely economic perspective, but profitable
from the social capital perspective, because is involved with reciprocity (i.e. “favor for fa-
vor” effect). Finally, often the patriarchal relations in the immigrant family firms (Walton-
Roberts & Hiebert, 1997) lead to the exploitation of the family employees and to the inter-
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nal crises within the companies, which are dangerous both for the enterprise’s and the
family’s internal coherence. Therefore, | formulate the following proposition:

Proposition 4: The family plays a key role in immigrant firms’ creation and development.

This proposition provides some suggestions for further exploration of the role of the
family on the entrepreneurial activities of immigrants. Even if the role of the family is
stressed already in the literature on immigrant entrepreneurship (e.g. Mustafa & Chen,
2010), there is an obvious deficiency of approaches that investigate the negative impact
of families on the business development. In such a case, the studies on immigrant entre-
preneurship should look for the factors which are already well-known in the studies on
family firms, including the problems of succession and transmission of power (Surdej
& Wach, 2012) within the businesses owned by immigrants’ families.

The Outcome: Segmented Assimilation, Temporary Business and Transnationalism

Based on the aforementioned factors that affect immigrant entrepreneurship and eco-
nomic adaptation of immigrants in a host country, | integrate them within an unified
framework (model), which brings together inputs, the intervening factors and proposes
three different outcomes of an immigrant business strategy (see Figure 1). The immi-
grant starts a business activity in a host country using his/her skills (formal education,
entrepreneurial capabilities) and experience (business and professional). At the same
time, immigrant’s business activity from the very beginning is influenced by personal
motivations and migration strategy — both of which are the results of the internal negoti-
ations between a migrant and his/her family (including family members residing both in
the host and home country). Once the business entity is created, its development is in-
fluenced by a set of intervening factors which originate from (at least) 2 sources: the host
and home country. These factors include the level of socio-economic development, and
the set of socio-cultural norms and expectations towards the immigrant.

Based on these inputs and factors, immigrant entrepreneurship can evolve into
three distinct strategies of economic adaptation:

— Provisional business project: in this case, the migration is perceived as an intentionally
temporal one. Therefore, the business model implies the exit from entrepreneurship
after the economic aim (acquisition of a specific amount of financial capital) is
achieved, as immigrants intends to return to home country. In this scenario, the prof-
its are not invested in a further development of the enterprise, but mostly transferred
back to home country. In this scenario, the typical model of entrepreneurship is a mi-
cro-enterprise, and the immigrant alone is self-employed in the firm.

— Segmented assimilation: this strategy implies the permanent stay of immigrant
and (usually his/her family in a host country. Consequently, the immigrant firm is
either developed in order to provide a stable source of income for entire immi-
grant’s family, or the business is closed. In the case of the business development,
the immigrant enterprise fate depends on the initial outputs and the socio-
economic development of the host country, yielding at three different options: 1)
highly segmented marginal firms, operating in the niches of the market left by the
locals, 2) ethnic enterprises, which operate in the ethnic enclave and serve mostly
the co-ethnic population (i.e. product-integrated firms), or cater the wider clien-
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tele by offering specific ethnic goods and services (i.e. market-integrated firms),
finally to 3) highly integrated mainstream businesses, which compete on equal
terms with native entrepreneurs (cf. Curci & Mackoy, 2010).

— Transnationalism: a strategy which implies an economic engagement of immigrant in
both locations: at home and host country. In this sense, an immigrant maintains socio-
cultural and economic ties with two worlds, which can be perceived as an intermediary
strategy, allowing for flexible movements between segmented assimilation and provi-
sional business project. Therefore, the immigrants keep both options “open”. Yet, this
strategy might also evolve into a more permanent and alternative model of economic
adaptation, forming a viable alternative to the former ones. Yet, the continuity of such
forms of economic adaptation and transnational immigrant business activities remains
until now relatively unknown and needs much more in-depth research.

INPUTS INTERVENING FACTORS OUTCOMES

Host country
Socio-economic Set of norms & Segmented
development expectations assimilation
Skills & experience

Personal motivation &
Migration strategy

A

1
1 ; i
I Socio-economic Set of norms &
1

development expectations

Figure 1. The theoretical framework for immigrant entrepreneurship

and economic adaptation outcomes
Source: own elaboration.
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CONCLUSIONS

In this paper, | developed a set of testable propositions that might be helpful in empirical
analyses on the role of entrepreneurship in the process of economic adaptation of immi-
grants in their host countries. | am pointing out at the significance of migrants’ personal
strategies and motivations, the role of cultural differences between immigrant’s home
and home country, socio-economic system in the host and home countries, and the im-
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portance of immigrant’s family in running the business project. All these factors need to
be taken into account while investigating the impact of immigrant entrepreneurship on
the economic conditions of immigrant in a host country. Yet, the advantage of the model
is its elasticity: as the list of determinants is not exhaustive, the researchers that adopt
this framework for future analyses can easily drop and add new elements.

In terms of the puzzles for further research on immigrant entrepreneurship and eco-
nomic adaptation, several issues need to be addressed. First, the clear limitation of the cur-
rent analysis is the emphasis on mostly positive role of the ethnic networks, resources and
family ties. Yet, those factors can also have an adverse, negative effect on the immigrant
firms: social pressure, family obligations and cultural norms obviously do influence an entre-
preneur, but might lead to suboptimal managerial and investment decisions. Second, there
is a need of deeper understanding of how the immigrant firms evolve over time, and what is
the role of the social networks (including family connections, but also co-ethnic ties) in this
regard. The analysis of the evolution of immigrant businesses has to take into the account
the heterogenous paths and strategies adopted by immigrants and their families. In this
context, it is important to remember that entrepreneurial activity usually follows a mobility
of the person, and it is partly a result of the adopted migration strategy of the individual as
well as his/her family. In this sense, entrepreneurial motivations and plans of the immigrants
do not resemble the ones adopted by the native population. Moreover, it means that many
immigrant business projects can be intentionally short-lived, and the aims of such activities
is to accumulate funds at home, anticipating future return.

This remark has also some implications for empirical investigations and the meth-
ods adopted. The existent typical approaches based on case studies or on representa-
tive quantitative surveys are not helpful in explaining the evolution of immigrant en-
terprises. A much more promising approach is the usage of qualitative panel survey,
which implies the cyclical in-depth (structured) interviews on smaller, non-randomly
selected groups of respondents. Such approach combines the advantages of the panel
survey (i.e. possibility to catch the dynamism of the immigrant business activity) with
the benefits of in-depth interviews, which enable more flexible approach and further
investigation of the new trends of immigrant economic activities.

Third, we have to take into the account the importance of former, failed business
projects and their importance for current and future forms of economic activities of
immigrants. The weakness of the current literature of immigrant entrepreneurship is the
fact that most of empirical analyses include only “winners” or “survivors”, i.e. these indi-
viduals which at least succeeded in starting an entrepreneurial activity and at the mo-
ment of investigation were still operating such businesses. Still, there are numerous
individuals who either started their firms and failed, or the ones who have not even suc-
ceeding in creating a firm they wished to create. How these experiences influenced their
process of economic adaptation in a host country? Have these failed business attempts
made them stronger or weaker in this regard? Have they tried again to become entre-
preneurs? These are only few of the research questions that need to be answered.
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