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START-UP AND SUCCESSIN ETHNIC NEW VENTURES

Gerry Kerr, University of Windsor, Canada
Francine Schlosser, University of Windsor, Canada

ABSTRACT

Three research questions concerning immigrants were addressed:significantly different rates of
business start-up connected with very high or low personal and sociamewes? 2) Do the returns on
such investments by the self-employed differ significantly from othemngmants with very low and high
investments, and from the average of all immigrants? 3) What tyjpesnain and social investment
activities are significantly associated with the creation of humdrsacial capital? The responses of
7129 Canadian immigrants indicated that higher rates of self-employment amagp@rsome were
found in those very high in human and social investments. However, self-emplayasesignificantly
lesscommon for respondents very low in personal and social investments, ancerendigk exist for the
few who balanced low personal investments with more social investmamestments in education (by
respondent and spouse) positively impacted personal income. Yet, sumprsieghl investments in
ethnic and sports organizations were the only types favorably asdogititencome.

INTRODUCTION

Developed countries have experienced a wave of immigrant workers, many ofstvbeagthen the
economy of their adopted countries through entrepreneurial means. For exampté,@aosda’s 5.4%
average population growth is fuelled by immigration. Immigrant and ethtrepe@neurship 1) creates
job opportunities for individuals who are overlooked by mainstream labor teaPelecreases
competition with native-born workers, 3) develops entrepreneurial role sp@ael 4) provides a way for
immigrants to increase earnings (Zhou, 2004). Acknowledging the vital econamplayed by
immigrant entrepreneurs, the goal of our study is to provide a more comjwveherderstanding of the
human and social investments that shape the personal success of etepiemtrial owners. We
develop and test a theory of ethnic new venture creation that builds on hutinsocal capital theories
and contrasts barrier-based with opportunity-based entrepreneurship.

The emerging literature on ethnic entrepreneurship is marked byalsyin theory application and
methods. The research body has grown sporadically, mainly by examining istlaiedyeoups and by
identifying a number of different factors significantly affectingtuge start-up and performance. The
theories used to explain venture creation have been limited, generabynigon the presence and
strength of the social capital which ethnic entrepreneurs can tap and thedapial of the
entrepreneur.

Previous research has typically uncovered a correlation between thetehatics of individual ethnic
groups and important outcomes, usually within a specific national economydarstry. Findings
emanate both from the more deeply developed U.S.-based literature and frosnh dtfi¢heeworld. For
example, an analysis of Ismaili-Pakistani immigrant entreprserieihe U.S. demonstrated a linkage
between sponsorship activities and the build-up of critical resourcesr(&rl1997). Local social capital
also explained the significant relationship between proximity and slifeiund in Gujarati immigrant
entrepreneurs surrounded by branded hotels run by entrepreneurs of the sameonigtio(igalnins &
Chung, 2006). Social capital also aided start-up by Chinese and Korean imrardrapteneurs, but the
findings raise important questions about the large-scale use of theofuiadsly and friends in
establishing marginal firms in highly competitive industry nichesd8aL997).
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Research focused outside the U.S. has usually taken a similar tazkrobability of business
ownership in Australia has been significantly connected with levels ohbotian and social capital
(Evans, 1989)Differential levels of social ties (including intra-communitydregeneity) in Indian and
Chinese entrepreneurs in Singapore were found to impact the manageméss, gnafanizational
structures, and the diversification strategies of organizations,lleaswhe long-term connections
between the entrepreneurs and their communities (Tsui-Auch, 2005). Infotmaikseheavily
influenced success in a study of three groups of ethnic entrepreneutsrbasssterdam (Masurel,
Nijkamp, Tastan, & Vindigni, 2002). In keeping with a common pattern, the vastitpajf the sample
was established in wholesale, retailing or hotel/restaurant busnesse

Even a brief review of the literature clearly identifies a number ioitgpoFirst, the emphasis on social
capital may have fostered a myopic view of the phenomena through which a restuniedasiables
operating regionally and locally blur the importance of influencéseaindividual and organizational
levels. Thus, human capital theory may offer important additional indiglbtsderstanding ethnic
entrepreneurship (i.e., Evans, 1989; Greene, 1997). Second, a tight focus ¢ @ simgll number of
industries, ethnic group(s) and nations severely hampers the ability toicdavg$ from a complex
subject matter and generalize them to other contexts. Third, the samegpties to the extensive use of
gualitative or quantitative methods with small samples. An emphasis onzatiamal performance
(when it has been considered at all) has neglected individual-level Ahanctess measures of the
entrepreneurial founders of small businesses.

To respond directly to the gaps in the literature, we analyzed larlgeesoas-sectional data collected
from ethnic and immigrant entrepreneurs in Canada. The data was tesstcattheory of personal
success based on human capital theory and social capital theory. We theli¢kiess study makes a
number of important contributions. The paper uses multiple theoreticas l@nddests a scenario-based
model of ethnic entrepreneurship. The sample permitted deep analysetianal level that included 15
separate language groups and hundreds of respondents based in one of thevenosthets for
immigration and entrepreneurship in the world. Finally, the paper is relevdre ethnic entrepreneurs
and to public policy-makers who enhance the critical activities oégmneurs.

LITERATURE REVIEW
The Immigrant Entrepreneur, Ethnicity and Success

Immigrant entrepreneurs are those who, upon arrival, create a newevanmeans of economic
survival (Ndofor, 2004). Every immigrant entrepreneur brings an aspeist @f her homeland ethnicity
to the adoptive country. This context encourages immigrants to createenawes within an ethnic
economy specific to each ethnicity. The ventures are bounded by co-ethnics gnaiedstn
employment network that compensates low social mobility by providing altezrestonomic
opportunities (Zhou, 2004). Accordingly, immigrants are often considered ethingpreneurs because
their ethnic identities are strongest when they first arrive iadopted country.

Waldinger, Aldrich and Ward (1990, p. 5) defined ethnic entrepreneurstapsas of connections and
regular patterns of interaction among people sharing common national backgrougdatiomi
experiences”. The current study considers immigrants who form a artedhnic economy that
comprises both middleman minorities (those who do business outside of theattowc group (Blalock,
1967) and ethnic enclave entrepreneurs (those who primarily serve theithowengeoups (Zhou, 2004)).

Although immigrant entrepreneurs operate their ventures withirdexeatit ethnic context than many
native-born entrepreneurs, their entrepreneurial success can beadeasumilar ways. Namely,
success can be judged by assessing the survival and growth of their basindgsesing individual
level income and lifestyle variables. Personal income represemtwtiey withdrawn from the business
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by the entrepreneur, or the returns for the individual’s investméeheibusiness (Gimeno, Folta,
Cooper, & Woo, 1997).

Researchers have noted, in general terms, that income is lower figramts than for those who are
native-born. However, the greater the self-employment rate for a dhwgin group, the greater the
average income for the group (Fairlie & Meyer, 1996). Researchersdawkthat the average personal
income (using 1993 data) of self-employed immigrants in Canada exceeded that whotigeants and
of native-born, self-employed citizens (Hiebert 2003 in Ley 2006). Using U.Suséata, Lofstrom
(2002) concluded that self-employed immigrants appear to close the wabetg@en natives and
immigrants significantly more quickly than employed immigrants. In esitemployed immigrants are
unlikely to ever reach income parity with native-born Americans.

Researchers are hesitant to study individual level success earsaluh as personal income, because
income tax reporting, spousal support, and pre-venture personal wealth marydafhersonal income.
However, based on the proven lack of sustainability for businesses stattgdhe Business
Immigration Programme (a government policy aimed at fast-trackimg ten€anada for immigrants with
sufficient capital to start their own ventures), Ley (2006) conclutkgdinancial/investment capital did
not predict economic success in Canada. Additionally, it is indisputladl personal income represents a
key social-success outcome in a capitalist political system. Evengabent, personal income is
important to immigrants because it represents, to a great extestcttess of their businesses and their
successful integration and contribution to an adopted country.

Social Capital Theory

Building upon Burt’s (1997, p. 355) view that both the form and content of the sawiarkgrovide
capital, (Neergaard, Shaw, & Carter, 2005, p. 343) noted that “An individoala sapital is further
determined by the size of the relationship network, the sum of its cumutatadacees (both cultural and
economic), and how quickly the individual can set these in motion.” Measurefreatial capital
includes the size, composition, and the frequency of contact with the n¢Adlerk 2000).

Social capital theorists suggest that the social ties and reldfisrdltan individual make it easier to
acquire resources by relying upon the goodwill of others to provide informatiomppors(Adler &
Kwon, 2002; Seibert, Kraimer, & Liden, 2001). The social capital of entregmreisederived from
membership in ethnic, professional, religious or social groups (Kalnins & Chung, Z80BAuch
(2005) argues that ethnic entrepreneurs’ social capitals{imea by assessing the strength of social ties)
reflects intra and intercommunity heterogeneity. Seminal rdse@rbave noted that social networks may
include many varying contents but they are not conceptually distinct netvditkb€ll 1969), such that
interactions in each network might influence other network intierec(e.g., Granovetter, 1985).

The entrepreneur can access informal credit, the labor marketlbas a market for goods by using
social resources tied to an informal socio-cultural network. Howesegrgures grow, extension outside
this network is an imperative (Masurel et al., 2002). A study of Portageasestate brokers in Canada
concluded that southern Mediterranean ethnic groups were likely to relyhgoown ethnic resources,
including friends and relatives, when starting up their own businessesrél 8498). Kalnins and Chung
(2006) argued that the least prosperous immigrant entrepreneurs shofildiiengost from the social
capital of their ethnic group. Using secondary data collected on all lodgifjststeents in Texas,
supplemented by interviews, the researchers concluded that membershipimguant entrepreneur
group helps low-resource (unbranded) establishments. As well, thedource members benefited the
most from high resource members of their own ethnic groups. The high resmumixrs generally took
pride in helping ethnic associates and did not expect reimbursement.

Although Neergaard et al. (2005) suggested that membership in leisurésatobsan appropriate
source of a business owner’s social capital, other researchersbladed leisure clubs as valuable
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informal networking opportunities that contribute to trust-based rel&iigsms-or example, Putham
(2001) includes membership in leisure clubs among 13 different measgesabicapital.

Families also influence entrepreneurial behaviour (Allen, 2000; C&ridbsakowski, 1987) and
provide an important source of social capital. Familial involvemens@iece of voluntary labor that
integrates work and family responsibilities (Morrison, 2006). Familgroed workplace often inspire
loyalty, flexible work practices, higher productivity (in family mieens), better communication through a
shared “family language,” lower transaction costs, and informalideaisaking (See Habbershon and
Williams (1999) in (Morrison, 2006).

The literature connecting marital status to self-employed incomarisAestudy of 9,200 British dual-
earner couples indicated that spouses often match the degree of irstoassociated with self-
employed earners. Thus, the self-employed are likely to have spouses thanaselves self-employed,
and are also less likely to have household members that are unemployed (Broeln&FSessions,
2006). Although a small British study concluded that marital status did noahadear effect on self-
employed earnings (Clark & Drinkwater, 1998), we suggest that a larges,diverse sample will
support the advantage of a wider social net provided by a spouse. Therefeuggast that informal
networks provided by club membership and marital status create sodial.cap

Hypothesis 1: The higher the level of social investment, the greater the personal self-employed income
of recent immigrants.

Human Capital Theory

Becker argued that by investing in training and education that is values letior market, the
individual will have a return on investment, exemplified by higher income, isedgaroduction and
better health (Becker, 1993). Employees own their own human capital becausssid on knowledge
and cannot be sold like financial capital. Researchers have considered hpitanoche a firm
resource, because it has the potential to contribute to the core corap@tenmpetitive advantage of the
firm (Lepak & Snell, 1999). In general, human capital may trump the effscc@l capital because
venture capitalists rely more upon information about the entreprerrepatation than social ties (Shane
& Cable, 2002).

Seminal human capital theorists considered the value of human capigktmployer in competitive
labor markets. For example, Becker (1964) describes the importance dimygeb- and/or
organization-specific training to employees, but having the employeethbezosts of more generalized
training. By sharing the costs of acquiring generalizable skills, trnaation can minimize the
external mobility of a worker who has an extensive accumulation of themarces (Steffy, 1988). In
contrast, human capital in a self-employment situation can be built upon botisad@nd a general
bases because the individual receives the full amount of the returefdreethe measurement of human
capital in the self-employed should employ generalized indicators suchhas ddilyication and linguistic
knowledge levels.

Recent British studies indicate that formal schooling and quaiditatre associated with higher
employment income (Clark & Drinkwater, 1998), higher self-employmen{Baitevn et al., 2006) and a
greater ability of the self-employed to create jobs (Henley, 2005). @r&uS data indicated that
educational returns were greater for self-employed than employed @mofst002).

Researchers have produced mixed results regarding English language bbjyl (2006) concluded
that higher education and English language ability led to greater econocgssut Canada. However,
in a larger study across 17 different Western countries, van Tubergen f@®%no significant
advantage in destination-language abilities. The differences bagikplained and connected by a
related study that suggested the importance of fostering strongestEcghpetency because this allows
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entrepreneurs to tap into both English and non-English markets, and (Monzl&, RA05) and because
English dominates business transactions worldwide. Similarly, genenaklicgoroficiency in many
languages (not tested in the aforementioned studies) may also be spensasal investment creating
human capital.

Hypothesis 2: The higher the level of personal investment, the greater the personal self-employed
income of recent immigrants.

Barrier-based and Opportunity-based New Venture Creation

Recent research has connected human and social capital theories taagpuflbgsiness formation in
ethnic/immigrant entrepreneurs. Two prominent types of entreprahguynes are described. In barrier-
based entrepreneurship, impediments to mainstream employment combiriettelimmigrant's
economic choices to self-employment. Barrier-based (or “push”) entrepsbiperaflects new venture
creation resulting from negative social and economic factors that &émeiomic mobility (Morrison,
2006) and "push" immigrants into self-employment. Barriers may be preséetdestination (adopted)
country’s government policy (e.g., Tsui-Auch, 2005) and in the labour market, mgldidicrimination
and (Mata & Pendakur, 1999; Mora & Davila, 2005) the unemployment level oftilie-barn (van
Tubergen, 2005). The barriers are more likely to motivate firstrggor immigrants than subsequent
generations to start their own ventures (Raijiman & Tienda, 2000). Evans atolne{1989) suggestion
that ‘misfits’ are pushed into self-employment is supported by van Tube(@&ds) conclusions that
immigrants to Western, Christian-based societies who origiraterion-Christian countries have a
higher probability of self employment.

Another factor could support the barrier-based view of new ventureareddigher human capital
gained through extensive formal education may discourage self-employmemetxafgle, immigrants
with a college degree are less likely to be self-employed than thtise high school diploma
(Toussaint-Comeau, 2005).

Although there is a persuasive argument for barrier-based, a second &omplEmmanew venture
creation has also been advanced. Opportunity-based entrepreneurship deptiipesreenon where
immigrants with high levels of human and social investment are atttactetf-employment. Education
and social contacts facilitate the identification and realizatioppbaunities, as well as rewarding the
risks being shouldered. A similar opportunity-oriented or “pull” perspeon immigrant
entrepreneurship is based upon enablers from the country of origirAUci 2005). The author, in a
U.S.-based study of Asian and Hispanic immigrants, concluded that foegedepersonal investment
was more likely to be capitalized in the self-employed (Sanders & Nee). ¥898ever, in our study,
opportunity-based entrepreneurship focuses on the immigrant’s abilitgitalize both personal and
social investment opportuniti@s the adopted country that enables self-employment. For example, high
human investments, such as English-language fluency and a common second languagatétaiman
capital are also expected to increase self-employment (Toussaigap2005). Additionally, small,
highly educated immigrant communities with a longer settlement histathg@sequently more access
to social capital, are anticipated to exhibit high rates of self-employivem{Tubergen, 2005).

Earlier we argued that membership in various clubs and organizatidmscvéhse the social capital
available to immigrant entrepreneurs. But, membership also helpsramsigo insinuate themselves
into the adopted country’s culture without necessarily compromisiimgatfiginal ethnic identities. We
suggest that discrimination is less likely to occur as individuals coanddbuild relationships in various
venues. Consequently, such social investments may simultaneously niigédes and present
opportunities for self-employment.

Many conceptual papers have focused on barrier-based incentives togelfraemt for immigrants.
However, an empirical study using Canadian statistical data indibatethe “push” or barrier-based
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explanation of immigrant entrepreneurship is no more dominant than oppotiaséy or “pull”
scenarios for self-employment (Lin, Picot, & Compton, 2000). Thus, we hypothegingtilagies at
both extremes may provide significant explanatory power, that very high andvieie/¢é personal and
social investment could determine the immigrant decision to be spltyed.

Hypothesis 3a: The more extreme the personal investment, the more likely the individual to be self-

employed.
Hypothesis 3b: The more extreme the social investment, the more likely the individual to be self-
employed.
METHODS
Sample

Data was supplied by Statistics Canada's “Ethnic Diversity Surveyecdived more than 41,000
responses, representing 15 individual ethnic groups within Canada. Furthenmanstrument afforded
wide geographical representation, closely representing the gheatklinguistic and religious diversity
of the country. At the same time, the contemporary immigration polictbe @overnment of Canada,
with their emphasis on attracting immigrants possessing deep edulcatidrskills training, allowed a
rare opportunity to test the effects of large-scale differences iatamd social investments on
entrepreneurship. The data were collected recently (in 2003), fawjitmalysis of the impact of the
human and social investments on individual success. Focusing on immigramsdaGae analyzed the
responses of 7,129 survey participants, all older than 18 years of age.

Measuresand Analysis
Human and Social Investment and Self-Employment

Each of the three research questions required the use of a set of keyes@xd necessitated
different analysis. Addressing the first question (“Are signifigatififerent rates of business start-up
connected with very high or low personal and social investments?”) demandadesdar personal and
social investments. Respondents with very high, high, very low and low peasahsdcial investments
were identified using the parameters listed below. As well, secotetditgg was undertaken on the
effects of high levels of one type of investment, but low levels of the.other

e Very High Human and Social Investors: Attainment of a university Bachelor’'s degree or higher;
fluency in two or more languages; membership in two or more social groups

¢ High Human and Social Investors. Attainment of a college, trade or vocational school diploma
or higher; fluency in two or more languages; membership in one or more socip$gr

e Very Low Human and Social Investors: Schooling of less than a high-school diploma; fluency
in one language; no membership in social groups

e Low Human and Social Investors. Schooling of a high-school diploma or less; fluency in one or
two languages; no membership in social groups

¢ High Human and Low Social Investors: Attainment of a college, trade or vocational school
diploma or higher; fluency in two or more languages; no memberships in satipkgr

¢ Low Human and High Social Investors: Schooling of a high-school diploma or less; fluency in
one or two languages; memberships in two or more social groups

Chi-square tests were employed to detect significant differencgediethe proportion of self-
employment in the individual investment categories and that in the rexgajiroup of immigrants to
Canada. (Results are reported in Table 1.)
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Human and Social Investment, Self-employment and Personal Income

The second question (“Do the returns on such investments by the self-empftsresighificantly
from other immigrants with very low and high investments, and from the avefadl immigrants?”)
made use of the same investment categories. The analysis, howevetedafi$igo t-tests (both
reported in Table 2). The first compared the personal income meanssefftamployed-- within each
of the six investment categories-- with the mean of all immigrantsuada. The second t-test compared
the personal income means of the self-employed within each of the sigreadegith the means of those
within the same category but not self-employed. The analysis providedprdng approach to
assessing the returns to self-investment and entrepreneurship.

Human and Social Investment Activities and Personal Income

The final research question (“What types of human and social investatieittes are significantly
associated with the creation of human and social capital?”) enta@etifying individual investments
that impacted personal income. Like all developed economies, the vastynadjbusinesses in Canada
are privately held. Outside of employing “subjective measurestrofgerformance (beginning with
Gupta & Govindarajan, 1984), few reliable means exist for gauging performanceatelgrheld firms.
The creation of human and social capital must, by definition, impact the persmraks of respondents.
As well, a strong correlation is expected between the returns of timeéses of those self-employed and
their personal incomes.

Hierarchical regression was employed (results are reporteabie B) to assess the overall and
individual effects of investment activities in two different catiégs, human investment and social
investment. The survey allowed analysis of 14 different investmenittiastivA description of the
variables is listed below:

e Dependent Variable:
o Personal Income (6-point scale; $20,000 increments)
e |Independent Variables:
0 Human Investment Activities
» Formal Education (7-point scale)
= Canadian Education (dichotomous variable)
» Languages Spoken (4-point scale)
0 Social Investment Activities
= Spouse’s Education (8-point scale)
Spouse’s Languages Spoken (5-point scale)
Arts/Cultural Group Membership (dichotomous variable)
Community Group Membership (dichotomous variable)
Ethnic Group Membership (dichotomous variable)
Hobby/Social Group Membership (dichotomous variable)
Job-Related Group Membership (dichotomous variable)
Religious Group Membership (dichotomous variable)
Service Group Membership (dichotomous variable)
Sports Group Membership (dichotomous variable)
* Youth/Children’s Group Membership (dichotomous variable)
e Control Variables:
0 Gender (dichotomous variable)
0 Recent Arrival (dichotomous variable)
o Ethnic Distance (5-point scale)
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Control variables were loaded in first. Human capital variables thereadded to make up the
second model. The third model contained only those social variables relatsgduse. Finally, the set
of variables pertaining to group memberships were added in Model 4.

RESULTS

In the broadest terms, the results underscored the effects of human and sesiislents on both self-
employment and personal income. However, some key results were not amuticlgateely, the
significant dampening effect of low human and social investments omseldéyment was not foreseen.
As well, the connection of only a handful of social activities and perswe@he in the self-employed
was a surprise.

Human and Social I nvestment and Self-Employment

The anticipated relationship between high levels of human and socisthrerg and self-employment
was supported by the chi-square tests. As expected, a larger proportion ¢alniids, in percentage
terms) of high-investment immigrants reported being self-employednasaced to the remaining group
of immigrant respondents. Also, as anticipated, the proportion was (angkstatistically significant),
but not as pronounced, when relaxed standards for high investment standing weye@mpl
comparison, survey participants with very low human and social investmenggghdicantly fewer self-
employed respondents. The effect was pronounced and highly significant,ssithde half the
proportion of lowest investors self-employed, when compared to all immigspanmdents. Again, the
effect remained significant, but was slightly reduced, under tesgent standards for low human and
social investment.

Follow-up tests were aimed at isolating the effects of stronglygbwneinvestment profiles. The
findings point out the influence of human investment. However, those few regpnd® were able to
balance low human investments with high social investments were notcsigtiif less self-employed
than the rest of the responding immigrants.

Human and Social I nvestment, Self-employment and Per sonal I|ncome

The results of the t-tests resoundingly supported the higher income mdamsrthhypothesized.
Indeed, self-employed immigrants reported significantly higher incomaghbae within their human
and social investment categories as well as the entire group of iamsigiThe findings were stable and
significant, with only one exception. Although the small group of very low imezst self-employed
immigrants posted higher incomes than remaining immigrants, thersunaltier of respondents in the
category almost certainly affected the results.

Human and Social I nvestment Activities and Personal | ncome

Regression analysis was applied to the 755 immigrants to Canada who regpdhdezlirvey and
were self-employed. The objective was to identify investmenties significantly associated with
personal income. Results again pointed to the telling effects of human &lds@stments, but
exhibited an unexpected narrowness as well.

First, the significance of each of the control variables should be notitig. surprise should surround
the findings, given that gender, the length of time in the destination gpantt the self-perceived ethnic
“distance” of the respondent have received much research attentienpasth By comparison, the
significance of only formal education levels was not projected. sahe findings were also uncovered in
Model 3, relating to the formal education of the spouse. In neither the caseasfitbedent, nor his or
her spouse, was the extent of language fluency associated with persoma.irithe geographic source
of the formal education, inside or outside Canada, also did not have ecaigndfifect. The greatest
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surprise, however, was that only two group-related investments weed kignificantly with personal
income for self-employed immigrants. The effects of belonging to arcedkaociation and to a sports
club were large, positive and significantly (highly so in the case opthréssgroups) connected with
personal income. No other group-related activities were significtamited with personal incomes.

DISCUSSION

Our findings add important understanding to the three research questions. Fossidered whether
new venture creation rates for immigrant ethnic entrepreneurs vidryevy high or low personal and
social investments. Data support new venture creation’s link to higbra¢rand social investment.
Thus, responding to the opportunities presented to them, immigrants pagsebstantial capital are
more likely to be self-employed. In contrast, those lacking such investmersg more likely to work for
other people, at a lower rate of pay. However, high levels of one type ainmeresvere shown to
compensate for low levels of the other investment, significantbctifig both self-employment rates and
personal income. Even more specifically, findings seem to support imimigpaticies based upon
academic credentials as opposed to language proficiency, and indicagéupees who are generally
allowed to immigrate under more relaxed personal investment standards mugburaieing to increase
their human investments.

We contribute an understanding of social capital related to languagesting froficiency in multiple
languages, instead of just in the adopted country’s language. As noted peglious literature is mixed
regarding the value of linguistic abilities, and is inconclusiverdigg the value of adopted-country
language. The only studies that have found value in multiple languages hadednzhd isolated
English. Our results suggest that a general linguistic proficiencynddehape personal success for self-
employed immigrants. This leaves the possibility that English alangisrtant to business success in
any country, perhaps because it allows immigrants to function as “briddasjéo English markets.
Furthermore, perhaps the ethnic enclave economy provides unigue opportunitigsg@nt
entrepreneurs that minimize the need for linguistic ability.

Second, we considered whether the returns on investments by the self-ehsoyfecantly differ
from other immigrants with very low and high investments, and from the avefadl immigrants. Self-
employed immigrants with high personal and social investments consigtanted higher incomes than
other immigrants employed by others or making lower investments. We sugpevieus Canadian
study using 1993 employment income (Hiebert 2003 in Ley 2006), extending the finding toxa conte
involving the creation of capital, and demonstrate its robustnesseriod of 10 years (to 2003).

Our study provides insights that government and businesses can use toomreitated policies that
help increasingly diverse immigrant populations. Consider the Businesgration Programme
described by Ley (2006), which involves business start-up investment in returmfigration. Analysis
revealed both a very low success rate beyond the first year and the comntioe pfaetting up ghost
companies. Based on our results, a preferable alternative would includgingestipport for highly
skilled immigrants that would help them to develop social capitakbtlatethnic and sports groups.
This might occur through business and social leadership and mentoring pragramsffered by
university business schools and by social institutions.

Finally we examined the types of activities linked to higher incomdssetmanaging ethnic new
ventures. Different ethnic groups display varying types and rates ohsgldyment (Clark &
Drinkwater, 1998) and many researchers have focused upon these diffefidety because the country
of origin has a demonstrated link with success (e.g., Ley, 2006). In comparison, atohr@entifies
specific human and social investment activities practiced by a divense of ethnic entrepreneurs,
behaviors associated with human and social capital. They include membe rgrigeihnic
organizations. Social capital appears to be created in compldfehedi ways, by networking with a
slice of the population sharing an ethnic identity and by the more universa&ations of sports.
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Contributions

The contributions of this research rest on the fact it is based oy Erger and diverse sample of
immigrants. Broad-based comparisons were permitted, based upon employtaeningtame and
personal and social investments. We provide academic value by oHaang quantitative analysis of
new ventures originated by individuals across many ethnicities, insteael mbre common comparison
of two or three ethnicities. The findings are also valuable to pragisdecause government policies
toward immigrants do not target only one or two groups. Instead, sweepinggpiimude consistency
and fairness among immigrants. Furthermore, our research provides iidarat@out capital-producing
activities across multiple ethnicities and can be used to develop hgdpfeinment policies.

Limitations and Implicationsfor Future Research

Our conclusions are limited by the secondary nature of the database. Fplegexearconsider the
self-employed immigrant of many different ethnicities. Howevemes researchers will take exception to
our assumption that all immigrants are essentially ethnic entieym® Immigration to Canada from other
westernized countries has dropped, reflecting an immigrant base@miginly from non-western
cultures. We suggest that ethnic identity, regardless of its natuti#,sg@gest upon immigration,
causing even "Western" immigrants to search out ethnic organizations.

Additionally, the nature of the data limits our ability to measure entreypi@hsuccess variables
related to the business created, such as its growth or nature of the innovai®altfiough we measure
income, which is certainly related to the personal success of thengalifyed, there are no assurances
that entrepreneurial success is being captured. Mitigating this apncerdatabase allows us to
understand the employment activity of immigrants who have been in Canadssftindn 10 years, and
this reflects by necessity, data surrounding new ventures that dneeteleecent.

Male respondents dominated the current study, perhaps leading to theaigrifo¢ sports and ethnic
organizations and the lack of significance of the other social groupsex&ample, Allen (2000)
concluded that women respond to social influences differently than memgfitngi presence of
entrepreneurs in social circles significant only for women, for examphe same dynamic may be at
work in explaining the insignificance of professional and business club mémgbersur study.

This study’s findings are based on cross-sectional data from a @mrgsgent database of Canadian
immigrant respondents. Future research should include longitudieabagnt of human and social
capital and their impact on ethnic/immigrant entrepreneurs. A réwgature review of longitudinal
research involving the self-employed concluded that wealthier peopleoeedikely to become self-
employed (Georgellis, Sessions, & Tsitsianis, 2005) and that those withdomes are also more likely
to become self-employed (Johansson 2000a in Georgellis et al., 2005). Theisicmscpoint to a
curvilinear relationship between income and self-employment for sgdfesred individuals in general,
and contrasts with data collected on immigrant entrepreneurs (e.g., Ley, Ziiequently future
research should identify how the profile of ethnic new venture ceeatonpares with other self-
employed with respect to the relevance of pre-venture income levalse Buidies should also attempt to
measure the income changes before and after startup.

CONTACT: Francine Schlosser; fschloss@uwindsor.ca; (T): 519-253-3000 (X31@ivgrklty of
Windsor, Windsor, ON N9G 2Z3.
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Table 1: Human and Social | nvestments and Self-employment

Kerr and Schlosser: START-UP AND SUCCESS IN ETHNIC NEW VENTURES

Grouping Expected Category Category Chi-Xq. Support
Variables Relationship N % Results

HEtheme')C/‘ ';ci)%hal 36/210 17.1% 9.864 ** VES

uman an i Positi

Investment AND ositive (0'002)

Self-Employment

718/6919 10.4%

g;ggl": Um;n andt 177/1271 13.9% 18.348*** VES
ial | nvestmen Positi
AND St ositive (0.000)

Employment
577/5858 9.8%
Extremely low 11213 5.2% 6.800* NO -

Human and Social Positive (0.009) Significantly
Investment : fewer self-

AND employed

Self-Employment 7436916 10.7%

(NO SPOUSE)
Low Human and 921277 7.2% 18.704%* NO -
Social | nvestment Positi Significantly
AND osttive (0'000) fewer self-
Self-Employment employed
6625852 11.3%
Higr Hué“ocaha]and 191/1596 12.0% 4.206* YES
Ow S0Ci Positi
Investment ositve (0.040)
AND
Self-Employment 5635533 10.2%
(NO SPOUSE)

Low Human and 1499 14.1% 1.349 NO
High Social Positi significant
Investment ositve (0'245) difference from

AND immigrant

Self-Employment 7407030 10.5% population

(NO SPOUSE)

Significance *** <0.001; **<0.01; *<0.05; 1t<0.10
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Table 2: Income Differencesfor the Sef-employed within I nvestment Categories

Grouping Expected Category N Personal T-test Results Support
Variables Relationship Income
Means
self-employed self-employed and all other significantly
with very high | Self-employed 36 4.44 | immigrants higher income
investment - t sig, | thanall
Extremely make h'gh 5.983 0.000*+4 immigrants
High significantly investment not 174 3.71
Human higher income self employed high investment, self-employed ang significantly
and Social - higher income
than those in not self-employed
Investment L . . for the self-
their investment| not high t 89. | employed
group and investmentand | 7093 | 3.10 | 2.706 0.007* 4
higher than all | self-employed
immigrants
self-employed 177 4.33
self-employed self-employed high investment anq  significantly
) with high all other immigrants higher income
High investment high 1094 | 347 |t sig. | thanall
Humen | make investment not 11.877 .000*{ immigrants
?:veﬁmlent significantly self-employed Sonificant
higher income not high 3.07 high investment, self-employed and hlighlelr incoyme
Ef‘;lac\)n trr:)euo;her investment and | 6952 ?ot self-employed 5 for the self-
group self-employed % 451 OO_(%;** employed
self-employed 11 3.64 | self-employed and all other no significant
immigrants difference in
self-employed t sig. income )
Extremely | with extremely | extremelylow | 202 237 | 1.309 0.191| compared with
Low low investment | investment all immigrants
Human make not self-
and Social significantly employed significantl
Investment | lower income not extremely 7118 3.10 | self-employed and not self- higher incoyme
than the other low investment employed extremely low for the self-
two groups and self- investment, not self-employed employed
employed t sig.
3.238 0.008**
self-employed self-employed, low investment and significantly
self- 92 3.54 | all other immigrants higher income
employment - t sig. than all
Low with low low investment 3.145 0,002 immigrants
Human investment not self- 1185 2.58
and Social make employed significant!
Investment | significantly not low self-employed and not self- hlighlelr incoyme
lower income investment and employed, low investment fo?self-
than the other | Self-employed | 7037 3.10 | ¢t sig. employed
two groups 6.791 0.000**4
self- self-employed 191 366 self-employed, split investment significantly
employment : intensity and all other immigrants | higher income
) with high low t __sig| thanall
thr:an human but low | human/high 5.325 .000*+ Immigrants
and Low social social 1405 3.23
Sodial investment investment, not
Investment | Make self-employed significantly
s!gn|f|c§ntly not split self—employedA apd not self—_ | higher income
higher income | investment and 6938 3.09 employed, split investment intensity for the self-
than the other | self-employed : t __Sig | employed
two groups 3.883 .000**
self-employed
self—l " 14 3.71 self-employed, split investment significantly
employmen low intensity and all other immigrants | higher income
Low with low human ) : than all
) : human/high t sig.
Human but high social ial 85 262 3.389 0.001#* immigrants
and High investment socia : ' '
Social make investment, not
i self-employed Janifi
nvestment s!gn|f|c§ntly not split self-employed and not self- significantly
higher income | ' p A ) | higher income
than the oth investment and employed, split investment intensity for the self-
tw&(\)n roeuos er self-employed 7115 3.10 | sig. employed
group 1.899 0.080ft

Significance *** <0.001; **<0.01; *<0.05; 1t<0.10
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Table 3: Human and Social Investment Effects on Personal Incomefor Immigrant Entrepreneurs

Model 1 Mode 2 Model 3 Mode 4
Gender .663*** o Rl BT .660***
(SEX) (5.873) (6.446) (6.163) (6.030)
Recent Arrival -.684 *rx - 715%* =TT -.B679%**
(GENYARR) (-5.183) (-5.240) (-5.293) (-3.984)
Ethnic Distance -.206** -.240%** -.245%** -.251%**
(IS_Q030) (-3.222) (-3.822) (-3.936) (-3.984)
Formal Education 1445 120%** .109***
(HLOS) (6.160) (4.618) (4.203)
Canadian Education .095 125 .086
(HLOSCAN) (.902) (1.198) (.820)
Languages Spoken .034 .024 .009
(LGSNU) (.609) (.436) (.164)
Spouse's Education .070** .070**
(S_HLOSD) (2.602) (2.613)
Spouse's Languages 134 115
(S_LGFSO0) (1.004) (.864)
Arts/Cultural Group .094
(PC_ART) (.419)
Community Group -.054
(PC_COMM) (-.242)
Ethnic Group .410*
(PC_ETHN) (2.413)
Hobby/Social Group -.083
(PC_HBSOS) (-.321)
Job-related Group .299
(PC_JOBRE) (1.428)
Religious Group .079
(PC_RELIG) (.393)
Service Group 118
(PC_SERCH) (.569)
Sports Group .502%**
(PC_SPORT) (3.800)
Youth/Children's Group -.059
(PC_YTCH) (-.163)
R? .095 .143 .162 .188
R2 Adj. -.091 .136 .153 .170
AR? .095*** .048*** .019%** .026***
Model F 26.197** 20.725*** 18.033*** 10.063***
The number of observations is 755. t-values apamentheses. ***p<0.01; **p<0.05; *p<0.10.
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