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Abstract

This work analyses entrepreneurship process in the immigration context from a new perspective: the knowledge-based
view. The central axis addresses the construction and explanation of a model that includes immigrants’ knowledge
sources and geographical origin as well as their relationship with the generation of sustainable competitive advantages.
As possible geographical contexts for immigrants’ knowledge, this study focuses on the country of origin, the host
country, and the migration process, including transit countries. Regarding knowledge sources, various ways are explored:
formal education and other codified sources, experience, networks, and institutions. This article provides a valuable and
unique discussion of a new model in order to understand immigrant entrepreneurship process using a new perspective.
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1. Introduction

In many developed societies, there has been increasing interest in the study of immigrants as a significant social and
economic phenomenon. One of the reasons is their traditional dynamism in the creation of firms as an alternative to
unemployment and their involvement in the identification and exploitation of opportunities. On that line, one topic in the
analysis of immigrant entrepreneurs focuses on the factors of success that characterize this group of entrepreneurs.
Specially, in order to ensure and maintain their levels of entrepreneurial initiatives.

Moreover, while the knowledge-based view of the firm has generated many scientific works on business management,
its application in the field of entrepreneurship has, surprisingly, been very limited. However, the concepts and models
that have been based on knowledge-based theoretical perspectives are extremely useful to provide an understanding and
explanation of certain key factors in the study of entrepreneurs (e.g., Wiklund & Shepherd, 2003; West III & Noel, 2009).
Thus, the specificities of immigrant entrepreneurs may be better understood with the application of certain ideas from
the knowledge-based perspective. Immigrant entrepreneurs have a particular knowledge sources that characterize them
and can be different from the sources shared by the purely national entrepreneurs.

This work aims to construct a model that explains the role of the knowledge sources characterizing immigrant
entrepreneurs in a territory in the successfully implementing entrepreneurial projects. It also addresses the geographical
implications of the territory in the development of strategic knowledge and the generation of competitive advantages. To
that end, the first section relates the knowledge perspective and entrepreneurship and the second reviews the basic
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approaches of the immigrant entrepreneur in this context. That is followed by the proposal and discussion of a model
that analyzes the relationship between knowledge and the immigrant entrepreneur. The work ends with the most relevant
conclusions of the analysis.

2. Knowledge and newly created firms

In recent years, the literature on business management, and mainly strategic approaches, has highlighted the role of
knowledge in obtaining and maintaining competitive advantages and higher performance (Eisenhardt & Santos, 2001).
One of the main reasons is the difficulty to imitate the knowledge-based resources (e.g., Grant, 1996; Teece, 1998;
Nonaka & Teece, 2001). Tsoukas and Vladimirou (2001) argued that knowledge is the capacity of individuals to make
distinctions or judgments regarding a context and/or theory but, in general, the key role of innovation in business
management has been explicitly recognized in the models of knowledge management by means of the knowledge
creation processes (e.g., Armistead, 1999; Argote et al., 2003). However, the direct application of knowledge-based
concepts and models to the study of entrepreneurship has been much more limited. In that regard, the relationship
between knowledge and new venture creation can be considered fundamental given how important the total perspectives
and knowledge accumulated by the entrepreneurial team are in the recognition of opportunities and the start-up of the
new business project.

In the organizational environment, there has been emphasis on the relevance of knowledge to predict more accurately
the nature and commercial potential of changes in the environment, to recognize and exploit new opportunities and to
execute appropriate strategic and operational actions (Cohen & Levinthal, 1990; Wiklund & Shepherd, 2003). Those
assumptions can be directly extrapolated to the creation of new enterprises. That is because the entrepreneur’s
knowledge, especially tacit knowledge, permits him/her to identify opportunities in the environment and draw up and
develop a business idea that makes it feasible to exploit the opportunity. In that regard, some lines of research in the
recent literature on firm creation argue the transcendental importance of knowledge in the detection and exploitation of
business opportunities (Shane, 2000; Davidsson & Honig 2003; West I1I & Noel 2009).

The knowledge diffusion theory assume that knowledge-rich contexts are more prone to entrepreneurial behavior
(Audretsch & Keilbach, 2007) because of the business opportunities generated in uncertain environments (Alvarez &
Barney, 2005). Clerq and Arenius (2006) directly address the creation of a new business project and raise the role of
knowledge to the trust generated in the entrepreneur’s typical capabilities to start up a new venture. Those authors call
that concept self-efficacy and focus on the fact that an entrepreneur’s base of knowledge and competences together with
the possibility of access to other individuals’ knowledge, especially via networks, induces entrepreneurs to start up a
firm. In this line, West III and Noel (2009) state that knowledge-based resources are fundamental in new enterprises
because they constitute the first type of resource that provides the initial source of competitive advantage and manage
the development of other important resources.

3. Knowledge in new ventures created by immigrants

The arrival of immigrants to economically developed societies has increased in the last two decades with the
development of transport systems and improved communications. This fact has made the economic impact of the
activity of immigrants in developed societies a topic of great interest. Many individuals decide to emigrate searching a
supposedly better economic situation but many of them have serious difficulties to enter in the labor market. While some
firms use immigrant labor because of the lower salaries, and in some cases because of professional qualifications, the
immigrant labor market restricts the possibility of employment and the chances of being hired in certain sectors. That
problem is exacerbated in times of economic recession. As the consequence of factors like cultural baggage or previous
experience, some individuals who decide to emigrate opt for entrepreneurship after identifying opportunities that are
unexploited in the host societies and perceive that it could generate high incomes.

In previous studies on immigrant entrepreneurial process, the availability of information is one of the resources with
greatest impact on the success of new enterprises created by immigrants (Deakins et al., 1997; Basu, 1998), and some
authors include knowledge when addressing those resources (Sriram et al., 2007). In that regard, the immigrant
entrepreneur has a bundle of knowledge stemming from the experience of the immigration process, in which the
individual has been through international experiences and situations that have provided him with knowledge that differs
from that of most native entrepreneurs.

Because of the lack of studies following this line, this work considers not only the immigrants’ accumulated knowledge
stemming from geographical and social peculiarities, but also its potential to generate sustainable competitive
advantages for the new venture in the host country. Thus, the aim of this paper is make a reflection on the key role
played by the immigrants’ distinctive knowledge in the firm creation process. The model displayed below —see figure 1-
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shows, on the one hand, that the immigrant entrepreneur’s accumulatedknowledge may come from different sources
such as the networks and, on the other hand, it may have different origins. One peculiarity of this type of entrepreneur is
the origin of their knowledge. It could be acquired, whether in the home country, the host country or transit countries and
this is a characteristic that already gives immigrant entrepreneurs a differential value. However, that accumulated
knowledge can neither have value nor materialize in a successful business initiative if it does not provide the knowledge
required to successfully create and manage a firm in an economic sector in the host country. Furthermore, the knowledge
possessed by immigrants has the potential to generate sustainable competitive advantages in new ventures, and therefore
it could be the basis to obtain a superior performance. The following pages examine the elements contemplated in the
proposed model, highlighting the aspects related to the knowledge generated and accumulated by immigrant
entrepreneurs that may differentiate them from native entrepreneurs in the process of knowledge generation and
application.

<Figure 1 about here>
3.1. Geographical origin of the immigrant entrepreneurs knowledge

Some of the arguments presented so far, such as the potential relationship between the entrepreneur’s knowledge and the
competitive advantage of the new venture, can undoubtedly be applied to both immigrant and native entrepreneurs.
However, there is a basic differentiating element in the immigrant entrepreneurs’ generation and acquisition of that
knowledge, namely, the geographical origin. As shown figure 1, the place where the new entrepreneur acquires that
knowledge could be in the home country, the host country or in the intermediate or transition processes.

3.1.1. Knowledge acquired in the home country

Firstly, the entrepreneur has the knowledge that has accumulated in his country of origin from infancy to emigration.
Depending on the moment that individual decides to leave the home country, he will have more or less time to
accumulate knowledge there. Thus, immigrants will import experience, training and some contacts from his home
country that could be useful in creating their own firm in the host country (Garcia Rodriguez et al., 2005). In fact, on
many occasions individuals consider that firm creation is the only valid option for application of that knowledge due to
the possible barriers in the labor market. In many cases, immigrants have access and knowledge of the markets or
industries in their home countries, which enable them to establish commercial links (Rath, 2007) and take advantage of
international commercial networks. The establishment of those networks is usually a much more complicated task for
native entrepreneurs should they wish to establish commercial relations with those countries (Garcia Rodriguez et al.,
2005).

3.1.2. Knowledge acquired in the host country

Secondly, knowledge is also acquired by the individual in the host country and will be the result of his contact with the
new territory, its inhabitants, culture and institutions. One factor that is important to new venture creation by immigrants
is the length of time that they have lived in the host country: that time is essential to learn and to obtain information and
social resources. In other words, it is fundamental accumulating experience in the host country in order to make the
move into business. The necessary knowledge may be acquired without discounting other sources such as education or
immigrant networks (Raijman 2001). Accordingly, the knowledge acquired in the host country will be the key to the
business expansion, with some authors stating that the firms owned by immigrants who restrict themselves to links with
their ethnic community will not be able to expand (Sequeira & Rasheed, 2006). In fact, immigrants find themselves in a
more complicated situation when they wish to access a new market but do not have previous knowledge and experience
(Clydesdale, 2008). In other words, greater knowledge of the host society will provide the new firm with more
possibilities of growth. According to Altinay and Altinay (2006), the immigrant entrepreneurs best adapted and
integrated in the host country’s society will have greater probabilities of being more competitive, and that is achieved by
improving skills in the host country’s language or human resources management.

3.1.3. Knowledge acquired via intermediate or transition processes

Finally, there is the knowledge acquired in the process of transition between one country and the other. That transition
process would involve all the knowledge obtained in intermediate destinations between departure from the home country
and arrival in the country where the firm has been constituted. Thus, the individual was able to pass through a series of
countries or regions before deciding to locate in the country where he has created the new venture. In that regard,
knowing two or more countries and, therefore, different environments, will enable the individual to exploit that
knowledge by being able to apply it to the entrepreneurial activity by means of aspects such as opportunity detection or
management techniques. The most common form is the known ethnic enclave where immigrants and immigrant
businesses congregate. Some immigrants posses what Rusinovic (2008b) calls cultural capital, which would include
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command of two or more languages, knowledge of foreign markets, and in which international experience is one of the
keystones of conducting transnational businesses.

Apart from that knowledge, whose origin is neither of the reference countries, there is also knowledge that will be
acquired in the actual immigration process or by being an immigrant and that overlaps with other knowledge. There is
knowledge that cannot be attributed to either the home or the host country because it is a direct consequence of the
migration process. As Figure 1 shows, there is knowledge which, despite being acquired in the home country, is a result
of the immigration process. In that case, it would comprise all the information and perspectives that the entrepreneur has
gathered and captured before leave his/her country. This knowledge is usually obtained by the relationships with people
in the host country or through contacts in the home country with individuals from the host country (e.g. The knowledge
of a good city or area favorable for establishing a specific type of business). On the other hand, there is all the
knowledge that, despite having been obtained in the host country, is a consequence of contact and relations with
individuals in the entrepreneur’s country of origin. Immigrant entrepreneurs’ access to this information and knowledge is
a result of their origins; therefore, despite being acquired in the home country, this knowledge may be considered to be
at the intersection with the intermediate processes; in other words, results of the migration process (e.g. The knowledge
of a compatriot supplier with a lower prices).

The focus on the geographical origin of the immigrants’ knowledge introduces interesting perspectives to the analysis of
successful firm creation by immigrants. By knowing two different realities, immigrants possess knowledge of their home
countries’ industry and markets, which represents an advantage that can be commercially exploited (Rath, 2007) due to
the contacts and information acquired in the host country. That reality is demonstrated by Basu and Goswami (1999b) in
their study of South-Asian entrepreneurs in the United Kingdom, where the links between the two countries can be
exploited due to the economic information that those individuals handle and what is called multicultural knowledge.
There is also a knowledge acquired in the host country that is later used in the home country in sectors such as tourism.
That occurs in the case of Turkish-German entrepreneurs who know the likes and preferences of the German origin
market and so can successfully serve those tourists. According to Pecoud (2002), to that end, they use families in their
home countries and the social networks between the two countries.

3.2. Relevant sources of the immigrant entrepreneur s knowledge

To understand the mechanisms through which immigrant entrepreneurs obtain the knowledge for creating their new
ventures is a key issue. Knowledge may be acquired from different sources such as education and other codified sources,
experience, networks and institutions (Davidsson & Honig 2003; Sequeira & Rasheed 2006, Casson & Della Giusta,
2007). With those four sources of knowledge and irrespective of the origins of those sources —home country, host
country or intermediate processes- the entrepreneur will be able to accumulate the knowledge necessary to start up a new
business initiative.

3.2.1. Knowledge from formal education and codified sources

According to the traditional literature in the entrepreneurship field, education is considered one of the principal
components of human capital, which displays some peculiarities in the case of immigrants. Education is positively
correlated with the ability to organize both the resources necessary for that start-up, and the general skills that permit
advantageous entry into businesses (e.g., Borjas, 1986; Portes, 1987, Chaganti & Greene, 2002; Raijman, 2001). It can
influence the creation and success of new firms via the accumulation of knowledge (Davidsson & Honig, 2003). In
general, the literature has considered the positive impact of formal education on the development of entrepreneurial
skills and on a greater ability to recognize opportunities and to better interpret market changes and, therefore, on success
in business (Casson, 1991; Basu, 1998; Basu & Goswami, 1999a; Altinay & Altinay, 2006).

However, the influence of formal education, measured in years in education or the educational level achieved has been
steeped in controversy. Altinay and Altinay (2006) show the existence of a positive relationship between education and
business growth in the services sector but not in the specific case of commerce. In that regard, they consider that, for
example, knowledge of the English language exercises greater influence than education on the successful start-up of a
business (Altinay & Altinay, 2006).

The analysis of the knowledge that immigrants acquire through formal education must be conducted with caution due to
the heterogeneity of that group and the varying geographic and socioeconomic origins of its members. Low educational
levels or little knowledge of the host country’s language are usually cited as characteristics of this group although the
previously mentioned heterogeneity means that it is a mistake generalized this assumption (Saxenian, 2006). However,
this lack of basic knowledge has been assumed as one of difficulties for accessing to the labor market. Consequently
they can turn to self-employment as the only way to overcome that obstacle and earn an acceptable income (Ley, 2006;
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Vinogradov & Kolvereid, 2007). However, that might be considered a motivation to create a new venture but not for its
growth. Immigrants with higher educational levels, such as university graduates, may encounter fewer problems when
seeking well-paid jobs and, therefore, the creation of their own firms would not be so probable (Vinogradov & Kolveried
2007). However, it is the immigrants with higher educational levels acquired in their home countries who find
themselves most capable of creating enterprises (Beaujot et al., 1994), especially when they have been able to validate
their qualifications in the host country. Thus, when an immigrant decides to change his country of residence, he
encounters a series of difficulties to apply his knowledge in the host country. In that respect, the immigrant meets
particularly significant barriers to being able to use in the labor market the human capital acquired through formal
education in the home country. The possible reasons for that include the difficulty of validating qualifications in the host
country or the problems of mastering the language. This prevents them from applying their knowledge in certain work
and professional contexts; therefore, the better qualified opt for self-employment in order to be able to develop it (Tienda
& Raijam, 2004). In this case, firm creation is one way to appropriate the rents of knowledge acquired from formal
education in the home country.

Moreover, immigrants who have received education in the host country are in an advantageous position. According to
Beaujot et al. (1994), they acquire knowledge about the society in which they have decided to settle and are also still
able to use the resources of their ethnic community. That competitive advantage enables them to recognize business
opportunities and so they have more possibilities of success in their businesses and a greater dedication to their growth.
This places them in a privileged situation to create successful innovative enterprises as opposed to those who are
self-employed because they are excluded from the job market and their entrepreneurial orientation is toward the ethnic
enclave and businesses with low economies of scale or business niches abandoned by the natives of the host country
(Volery, 2007).

Apart from formal education and other classical modes of education, there is a related aspect to be considered as a
possible source of knowledge for the immigrant entrepreneur. That aspect comprises all the books and publications about
management or the sector in which the immigrant decides to start a new business. He/she can extract both strategic and
operational knowledge from that source in order to approach the creation and development of the new enterprise.
However, the fundamentally explicit or codified nature of that knowledge may limit its direct application although, in
combination with other knowledge sources, the development of communications technology and the more widespread
access to Internet, it permits the consolidation of this factor in the processes of new firm creation by immigrants.

3.2.2. Knowledge derived from experience

The experience of the entrepreneur or entrepreneurial team has been considered one of the most important sources of
knowledge and a determining factor in the success and growth of newly created ventures (Basu & Goswami, 1999b;
Hart et al., 1995).

Two criteria are mainly used when classifying experience. The first differentiates the place where the experience was
gained; whether the entrepreneur has worked in the same sector as that to which the new business belongs or in an
activity or market not related to that of the new firm. The second criterion refers to the role played or the job held by the
entrepreneur prior to the constitution of the new business. This criterion distinguishes between (Ekanem & Wyer, 2007,
Hormiga et al., 2008):

- Experience acquired through entrepreneur parents, who, in the case of immigrant families, aim to train their
offspring as future entrepreneurs.

- Experience gained via employment, often within the ethnic community, and which may be in the sector in which a
new firm is started, or experience acquired in another sector.

- Experience gained by being an entrepreneur at an earlier time and that is used as a reference framework for his/her
behavior and expectations in starting a new firm.

The experience gained as an employee of other immigrant entrepreneurs in a certain sector is one important way of
acquiring the necessary knowledge and skills to start one’s own new venture (Shinnar & Young, 2008; Danes et al., 2007,
Saiz Lopez, 2004). In other words, by means of already settled entrepreneurs, the ethnic group sometimes functions like
a “business incubator” (Shinnar & Young, 2008). In that regard, it is common practice for ethnic entrepreneurs to
employ members of their own community: this would constitute a mechanism to acquire technical knowledge that will
make it easier for those employees to start up new ventures (Herebert, 2004). Various studies have shown that most
immigrant entrepreneurs trained in other firms as employees (Altinay & Altinay, 2006); thus, the knowledge acquired
about the market structure can help them to detect business opportunities (Levent et al., 2003). One example of
knowledge transfer is found in immigrants who worked as cooks in restaurants owned by other members of their
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community and later started up their own restaurants, with some even becoming owners of the firms that employed them
in the past (Levent et al., 2003).

In England, Chaudhry and Crick (2008) show that most first-generation entrepreneurs already had knowledge about the
business when they entered and were consequently able to start a new firm much more quickly. In fact, some authors
have come to consider that knowledge acquired from experience prior to starting a new venture is the most important
factor within human capital in the process of firm creation (Davidsson & Honig 2003; Deakins et al., 2007). Moreover,
on many occasions, entrepreneurs that have previously started up businesses learn from their mistakes and, as the
personal construction theory argues, they obtain knowledge through key informants such as suppliers, customers and
ex-colleagues by means of trust relationships (Ekanem & Wyer, 2007). Immigrant entrepreneurs often use their previous
experience in starting up firms or use the technical knowledge acquired in previous jobs in the host country to start a
new business initiative (Turan & Kara, 2007).

3.2.3. Knowledge derived from networks

It is essential that immigrant entrepreneurs are able to open up to and exploit external knowledge (Clercq &Arenius,
2006). The acquisition of information and knowledge by formal and informal networks is fundamental for all
entrepreneurs although, in the case of immigrant entrepreneurs, there are some circumstances that make this
phenomenon distinctive (Hackler & Mayer, 2008). For example, some authors have demonstrated that the use of
informal social networks by immigrants is more usual than formal networks (Basu, 1998; Fadahunsi et al., 2000). In a
study of the Asian entrepreneurial community, Dhaliwal (2006) suggested that, even before going to public or private
support institutions, immigrant entrepreneurs preferred to use their informal networks. Furthermore, when they turned to
public or private institutions outside their community, for example, banks, they almost always preferred to be attended
by compatriots.

The reciprocal relationships that occur within ethnic groups provide key information and knowledge to obtain certain
assets essential to the development of the activity in the first months of the firm’s life (Waldinger et al., 1990;
Hammarstedt, 2001; Altinay & Altinay, 2006; Volery, 2007), and may even facilitate access to the initial capital or to
lower cost labor (Deakins et al., 2007). In this line, Basu (1998) highlights the importance of the specific immigrant
networks as support for the development of new businesses by helping generate the infrastructure and resources
necessary to implement those businesses (Aldrich & Waldinger, 1990). Immigrant networks also enable the
entrepreneurs to have knowledge about suppliers, customers and even co-ethnic products (Ram, 1994; Basu, 1998), and
detection of opportunities as well as advice on issues related to business management (Deakins et al., 2007).

Another significant aspect refers to the diffusion and transmission of the knowledge produced within the network mainly
due to the closeness of the members (Sorenson & Singh, 2007). In particular, the knowledge exchanged between the
members of ethnic groups is usually tacit. For example, the information about the aid that entrepreneurs need is usually
based on personal contact, as Kalnins and Chung (2006) proposed after their study of the Gujarati. Those authors
indicated that entrepreneurs possess knowledge of the community that is crucial to starting and consolidating businesses,
thus improving the chances of survival. In that regard, networks as sources of knowledge assume a more active role in
the case of the entrepreneur being an immigrant since most of the information about firm start-up and growth is often
received via their ethnic networks (Jamal, 2005), which can provide access to flexible and privileged information
(Levent et al., 2003)

Moreover, the possible competitive advantage derived from knowing at least two different realities -home and host
countries- can encourage a transnational growth (Ley, 2006) with the immigrant’s networks in both countries playing
significant roles. Transnational growth tends to be oriented to products from the home country although it is becoming
more widespread in other sectors, such as tourism. At this point, it is appropriate to return to the previously discussed
topic of the geographical origin of the knowledge accumulated by the immigrant entrepreneur.

3.2.4. Knowledge derived from institutions

The last knowledge source refers to the knowledge acquired from institutions. Fadanhusi et al. (2000) state that a high
proportion of immigrant entrepreneurs begin their business activity without turning to any institution for advice. The
main reason is they consider unnecessary to turn to formal networks, such as those linked to the government, business
associations, etc., to start up and expand their businesses. In fact, they are unaware of most of the support and consulting
programs implemented by governments, as Constant and Shachmurove (2006) show for the case of Germany. Similarly,
Basu (1998) finds that Asian entrepreneurs do not go to formal sources of advice since they have more trust in members
of their families or ethnic community. That reluctance to use formal institutions means that immigrant entrepreneurs are
not taking advantage of knowledge that could favor the growth and expansion of their businesses (Basu 1998). On that
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same line, immigrant entrepreneurs do not trust the financial entities either. Basu (1998) suggests that rapid-growth
Asian firms in Britain use financial entities neither in their start-up nor in their expansion. However, in their study
applied to the Asian community in Britain, Jones and Ram (2007) found that some official institutions were used more
by immigrants than by native entrepreneurs. In that regard, Sequeira and Rasheed (2006) consider that, if immigrant
entrepreneurs aim to expand their business, they must create weak links beyond the immigrant enclaves and, therefore,
will turn to associations or organizations that are able to help.

Expanding the concept of institution, one of the key types of knowledge is about the environment of the host country,
which permits immigrant entrepreneurs to exploit the opportunities offered by the host society. This section of the paper
introduces North’s (1991) concept of “institution”, which includes the set of regulations, customs, traditions, codes of
conduct and rules under which a society operates. When individuals emigrate, they are faced with institutions that differ,
from both the formal and informal perspectives, from those in their home country. In the case of immigrant
entrepreneurs, non-adaptation to the institutions of the host country often means being limited to the strong links with
the ethnic community and, thus, as previously mentioned, prevented from expanding their business beyond that
community. Therefore, immigrant entrepreneurs wishing to expand should know and understand the institutions of the
host country in order to generate new links and networks (Sequeira & Rasheed, 2006). Those arguments can partly be
applied to second generation immigrant entrepreneurs who prefer not to be based on their communities when starting
their businesses (Rusinovic, 2008a).

3.3. Development of competitive advantages in immigrants’new ventures from the knowledge-based view of the firm

Entrepreneurship is intimately connected with the appearance and adjustment of unique and idiosyncratic resources
(Alvarez, 2003). The resource-based view underlines the relevance of heterogeneous firm assets in achieving a firm’s
sustainable competitive advantage, and these ideas have permeated the traditional view of competitive advantage which
stresses the relevance of unique resources and capabilities in a firm. The basis or the potential to outperform rivals and to
earn a persistently higher rate of profit (Grant, 2002) arises from these elements. In that sense, knowledge acquired by
immigrants can become a valuable source of competitive advantage for their new ventures.

Since an external change creates opportunities for profit (Grant, 2002), the ability to identify and respond to opportunity
lies in effective entrepreneurship (Rumelt, 1987) or innovative behavior by established firms. Based on the concepts of
the resource dependence view and the idea of environmental enactment proposed by Pfeffer and Salancik (2003),
individuals with a distinctive knowledge base can identify and have a better position to exploit opportunities in an
industry. The relevance of information in the process of environmental enactment and decision-making proposed in the
resource dependence framework (Pfeffer & Salancik, 2003) support the strategic role that the knowledge possessed by
immigrants can have in the development of new ventures with competitive advantages. This knowledge can also
influence the speed of response by setting-up ventures before the locals or before established companies launch new
products or implement new processes. And responsiveness also involves anticipating changes in the basis of competitive
advantages over time (Grant, 2002), which a solid knowledge derived from different geographical contexts can provide.
Therefore, immigrants could achieve first-mover advantages.

On the other hand, creativity and innovation are also classical sources of competitive advantage. According to Alvarez
(2003), entrepreneurship shed some light into the process of how resources are discovered and recombined to provide
more complex unique resources that lead to sustained competitive advantage, which is an aspect that has received scant
attention in the strategic management field. Alvarez and Barney (2004) link the outcome of rent generation to
entrepreneurial knowledge and the effective coordination of that knowledge in the entrepreneurial firm. As it has been
previously discussed, knowledge generated and accumulated in the migration process can become the source of different
approaches to manage a new venture or to create new products and processes which allow for achieving competitive
advantages.

Regarding the orientation of the competitive advantage that immigrant’s knowledge can generate, both types of generic
advantages (cost and differentiation advantages) proposed by Porter (1985) can be achieved. Cost advantages can be
generated because the immigrant knowledge can be critical to design new processes and products, have access to
cheaper resources (e.g., human resources in their networks or access to inputs in their home countries) and possess a
different managerial style or adapted to the new venture’s staff developed from his/her international experience. On the
other hand, immigrants can create products with intangible or tangible characteristics which are perceived as unique by a
significant number of customers, due to their knowledge of different realities; hence the differentiation advantages
would be achieved. The basis for this differentiation could stem from the focus on certain consumer groups (e.g., other
immigrants), the understanding of the consumer and the buying decision process, the development of exotic products,
etc.
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Another interesting dimension of the analysis of immigrants’ knowledge and its relationship with competitive advantage
is the sustainability issue. Since competitive advantage is subject to erosion by competitors, the existence of “isolating
mechanisms” (Rumelt, 1984) is a key aspect to limit the ex-post equilibration of rents among firms. In that sense, the
knowledge embedded in immigrants who have been exposed to many experiences in different countries can be
considered complex or even “foreign” by local entrepreneurs or top managers in established firms in the host country.
Thus, the causal ambiguity (Reed & DeFillippi, 1990) embedded in knowledge accumulated in geographically- or
culturally-distant countries reveals as a powerful deterrent to imitation by competitors, and it can sustain the competitive
advantage achieved by immigrant entrepreneurs. Furthermore, the acquisition of that knowledge by competitors could
require a long period of time, and so time compression diseconomies (Dierickx & Cool, 1989) may operate.

4. Conclusions

This work has aimed to address the process of new venture creation by immigrants from the knowledge based view of
the firm. The tools provided by that theoretical reflection contribute to enhancing the analysis of the creation and
development of firms by one of the most dynamic groups in the start-up of new businesses.

This article focuses on proposing a model that addresses the role of knowledge in the immigrant entrepreneurial process.
The model can be described in terms of three generic blocks: the geographical and circumstantial framework in which
the knowledge is absorbed by immigrants; the sources or means by which the individual who has emigrated accumulates
a bundle of knowledge; and the potential to develop sustainable competitive advantages from the immigrant
entrepreneurs’ accumulated knowledge. Moreover, we reflect on the importance of certain aspects which, although they
have traditionally been addressed in a classic way in the field of entrepreneurship, have not been jointly studied in the
analysis of the success of new ventures created by immigrants.

Through their experiences in life, immigrants can exploit opportunities in some segments of the environment which have
not been recognized by native entrepreneurs since they lack the knowledge base required to overcome the strategic
blindness to identify those opportunities. This same argument applies to innovation and creativity in some other cases.
Competitive advantages based on cost savings or on differentiation can be achieved by applying distinctive knowledge
and ways to do things.

Immigrants with previous experience in enterprise creation are usually in a more favorable position since they have
accumulated knowledge in the creation and management of firms or have both tacit and explicit knowledge, whether of
the job or of business, in the sector. That situation enables them to develop business activities with more guarantees in
the host country sector. Immigrant entrepreneurs have often gained that experience with other entrepreneurs from the
same ethnic community, permitting them to detect business opportunities, by functioning in the style of a “business
incubator”.

The origin of the knowledge in the specific context of the immigrant entrepreneur is also of outstanding relevance. Part
of their accumulated knowledge is acquired in the home country while another is generated and transferred in the
migration process or after arriving to the host country. First generation immigrants normally receive almost all their
education and quite a lot of experience in their home countries. At this point, it is interesting to note that the individuals
who emigrate are usually those who are best prepared (Dalziel, 2008) since those who they leave behind are going to
depend on them. This might suggest that the individuals with a greater accumulation of knowledge and skills are the
ones who emigrate and are also those with a greater tendency to take risks. Therefore, they would have the proper
combination at their disposal to be successful in their businesses.

The migration process gives them knowledge from two different environments, providing them with competitive
advantages over other entreprencurs. They know the demand from customers with the same ethnic identity and, as they
can learn about the rest of host customers. Moreover, they benefit from the so-called ethnic resources and can also take
advantage of the knowledge accumulated by their families, or the accumulated knowledge about potential customers,
suppliers, etc. the entrepreneurs with greater knowledge acquired in their home countries can introduce changes and
generate innovations in important production sectors that can bring benefits to the sector. The knowledge accumulated in
two different realities, combined with the networks generated in both environments, facilitates the implementation of
transnational operations.

For many immigrant entrepreneurs, while the ethnic community represents vital aid in starting up a new enterprise, it is
the links beyond that community that permit them to expand their business. This means that the knowledge acquired via
immigrant networks is fundamental to the initiation of the business activity but the growth of this type of enterprise
should derive from other networks or institutions beyond that community.
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