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A dynamic dual model: The
determinants of transnational migrant
entrepreneurs’embeddedness in the UK

Rose Quan' (*), Mingyue Fan?'"’, Michael Zhang®
Huan Sun*

Abstract

Effective embeddedness in the host country is an important issue for immigrant
and transnational entrepreneurs. However, prior research has mainly focused on
subsidiaries’ local embeddedness of multinational companies (MNCs). While a limited
number of studies have examined transnational enterprises, few have explored how
transnational entrepreneurs embed in the host country where they immigrate to.
Employing 7 in-depth case studies of Chinese small transnational enterprises operating
in the UK, we construct a dynamic dual process model which consists of 3 dimensions:
structural embeddedness; institutional embeddedness; and cognitive embeddedness.
Our findings make a theoretical contribution by offering insights into how transnational
migrant entrepreneurs embed in a dual cross-border business environment.
Keywords: Transnational entrepreneurship, host country, institutional theory,
embeddedness

INTRODUCTION

Transnational immigrant entrepreneurship has received increasing research
attentions in recent times (Bagwell, 2015; Brzozowski, Cucculelli, & Surdej,
2017; Elo et al.,, 2018). It has been found that transnational immigrant
entrepreneurs make a great contribution to the local economy by generating
jobs and forming valuable social hubs. According to Johnson and Kimmelman
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(2014), 60% of the top technology businesses were started by ‘migrants’ in
the US. As ‘a new horizon, in entrepreneurship and international business
studies’ (Sequeira, Carr & Rasheed, 2009, p.31), research in transnational
entrepreneurship (TE) literature highlights that transnational entrepreneurs
face more difficulties and challenges when operating in a dual business
context (Bagwell, 2018; Chen & Tan, 2009). TEs are those who immigrate to
a foreign country, but do not limit their business activities to the host country
only (Dimitratos, Buck, Fletcher, & Li, 2016; Urbano, Toledano, & Ribeiro-
Soriano, 2011), simultaneously engaging in two or more socially embedded
environment (Drori, Honig, & Wright, 2009).

Embeddedness is a topic often discussed in economic transnationalism
research (Sequeira, Carr, & Rasheed, 2009). Individuals or groups engaged
in economic transnationalism utilize their social sources, such as interfirm
networks (Granovetter, 1985), to facilitate economic actions and shape
organizational outcomes (Uzzi, 1997). Given the fact that local embeddedness
in the host country affects firms’ overall performance, international
entrepreneurship researchers (McDougall & Oviatt, 2000; Zahra & George,
2002) and ethnic entrepreneurship researchers (Rath & Kloosterman, 2000;
Yinger, 1985) have extensively examined entrepreneurial cross-nation
activities in the areas of (1) opportunity seeking and value creation in the host
country (McDougall & Oviatt, 2000); (2) born global firms (Mainela, Puhakka,
& Servais, 2014); (3) knowledge transfer of returning entrepreneurship in
home country (Kenney, Breznitz, & Murphree, 2013; Liu, Lu, Filatotchey,
Buck, & Wright, 2010; Pruthi, 2014).

With anincreasing number of migrant entrepreneurs attempting to embed
in the host country, it has become important for TE researchers to understand
their ‘embeddedness’ and extend the development of transnational immigrant
entrepreneurship. By reviewing existing international entrepreneurship
literature, nevertheless, very few studies have explored the embeddedness of
transnational immigrant entrepreneurship (Bagwell, 2018). To fill this research
gap, our paper aims to explore: How do transnational immigrant entrepreneurs
embed in the host country successfully, especially in the UK? What is the
process of the embeddedness for small transnational enterprises? Answers to
these questions enhance TE researchers’ understanding of this phenomenon
by providing empirical evidence in the context of Chinese transnational
entrepreneurs in the UK. The reason for making this case is because migrant-
founded enterprises in the UK employ 1.16 million people and contribute
to 14% of SME job-creation (Johnson & Kimmelman, 2014). Amongst these
migrant entrepreneurs, about 25,000 have a Chinese background (Dimitratos,
Buck, Fletcher, & Li, 2016). However, to our best knowledge, there is only one
study (Dimitratos, Buck, Fletcher, & Li, 2016) that investigated the motivation
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of Chinese transnational entrepreneurs in the UK. We extend their research by
investigating the embeddedness in the host country.

Given the nature of the ‘how’ design for this research, we conducted 7
in-depth case studies by sampling Chinese small entrepreneurial enterprises
operating in the UK. Due to the fact that the TE phenomenon is still in its
emerging stage (Urbano, Toledano, & Ribeiro-Soriano, 2011), case studies
will allow us to discover the theoretical inside through inductive inquiry
(Eisenhardt, 1989; Yin, 2003). Our findings show that the transnational
enterprises’ embeddedness is a dynamic and interactive three-stage process
(e.g., structure embeddedness, institutional embeddedness and cognitive
embeddedness) which involves both host country and home country. Our
research makes a theoretical contribution to immigrant and transnational
entrepreneurship literature by offering insight into how small transnational
enterprises embed their businesses in the host country, especially in the
UK. Conceptually, it offers knowledge of Chinese transnational immigrant
entrepreneurs’ dual transnational activities. In practice, this paper presents
empirical evidence for immigrant policymakers to consider how to
continuously support transnational immigrant entrepreneurs to achieve long-
time growth, particularly given the fact that one in seven of all UK companies
is run by migrant entrepreneurs in the UK (Johnson & Kimmelman, 2014).

Following this introduction, the structure of this article is as follows.
First, the theoretical background of transnational entrepreneurship and
embeddedness is presented as an overview of the literature. This is followed
by a detailed account of the methods we adopted for this research along
with our findings and discussions. Finally, the conclusions are presented with
suggestions for future research.

LITERATURE REVIEW

Definition of transnational entrepreneurship

Empirical evidence has shown that globalization has facilitated even the
small immigrant-created businesses into a transnational realm (Light, 2007).
As a newly emerged phenomenon, research on TE has attracted growing
attention in ethnic entrepreneurship studies (Elo et al., 2018; McGrath
& O’Toole, 2014). The research on TE first appeared in the middle of the
1990s when Basch, Schiller and Blanc (1994) defined TE as the process by
which immigrants forge and sustain multi-stranded social relations that link
together their societies of origin and settlement, and through which they
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create transnational social fields across national borders. Similarly, Drori,
Honig and Wright (2009) define transnational entrepreneurs as ‘individuals
that migrate from one country to another, concurrently maintaining
business-related linkages with their forms country of origin, and currently
adopted communities (p. 1001)". These concepts provide a new view of the
greater intensity and extent of circulation of people, goods, information
and symbols caused by immigration (Ley, 2006; Pavlov, Predojevi¢-Despi¢, &
Milutinovi¢, 2013; Riddle, Hrivnak, & Nielsen, 2010). Economic geographers
and regional planners view the role of TEs as influencing the creation of
business opportunities and affecting the transfer of knowledge, technology
and know-how. They are regarded as a catalyst for the evolution of global
production networks (Mustafa & Chen, 2010; Saxenian, 2002).

Embeddedness and networks

As a concept of transnationalism, ‘embeddedness’ was first introduced by
Polanyi (1944) and is used to understand how social structure affects economic
activities (as cited in Uzzi, 1997). Embeddedness reflects the degree to which
firms are enmeshed in a social network in different situations (Uzzi, 1997). Many
studies in relation to embeddedness have overwhelmingly examined MNCs’
cross-board activities in the host country by focusing on: (1) the relationship
between a subsidiary and its local counterparts in the host country (external
embeddedness) (Granovetter, 1985; Meyer & Nguyen, 2005); (2) a subsidiary’s
relationship with its parent MNCs (internal embeddedness) (Andersson &
Forsgren, 1996; Nell, Ambos, & Schlegelmilch, 2011); (3) the combination of
internal embeddedness and external embeddedness (Andersson, Bjorkman,
& Forsgren, 2005; Forsgren, Holm, & Johanson, 1992). However, given the
liabilities of small and newness, it is rational to assume that the embeddedness
of small entrepreneurial enterprises, compared to MNCs’ subsidiaries, is more
difficult and complex. Nevertheless, not much has been explored and theorized
well in this research area (McKeever, Jack, & Anderson, 2015).
Entrepreneurship is a socialized process and entrepreneurs are social
actors. Entrepreneurial business activities are inevitably integrated into the
community (Chen & Tan, 2009; Davidsson & Honig, 2003; Riddle, Hrivnak,
& Nielsen, 2010). Social networks have considerable effects on a wide
range of organizational performance. From a social network perspective,
embeddedness in the context of entrepreneurship reflects ‘the relationship
between entrepreneurship, self and society’ (McKeever, Jack, & Anderson,
2015, p. 52). Existing literature indicates that entrepreneurial embeddedness
is a mechanism which influences and shapes entrepreneurs’ actions (Jack &
Anderson, 2002; Uzzi, 1997). In order to better survive in the foreign markets,
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migrant entrepreneurs attempt to develop a variety of ties in local society at
multi-levels (e.g., individual, groups and societies), through which they identify
opportunities and absorb social capital to overcome the liability of smallness
and newness. By accessing local social resources, entrepreneurs quickly
accumulate institutional knowledge of the host country and create added value
to their foreign businesses (Welter, 2011). According to Mainela and Puhakka
(2008), densely tied local networks and high-quality relational embeddedness
are benefits that help firms develop dynamic and valuable capabilities.

The research into transnational entrepreneurship shows that they access
resources across borders in order to make use of their contacts and networks
by engaging in social and business activities in both countries (Mustafa &
Chen, 2010). Successful embeddedness in the host country has been a key
indicator in explaining the success of migrant entrepreneurs. Their social and
economic embeddedness determines entrepreneurial outcomes. According
to Bagwell (2018), not only transnational networks play a key role in shaping
the embeddedness of Vietnamese migrant enterprises in London, but the
macro level of institutional characteristics also has an impact of transnational
enterprises’ embeddedness.

Institutional embeddedness and entrepreneurial behaviors

North (1990, p. 3) claims that institutions form ‘the rules of the game in
a society.’ Institution-based theory suggests that institutions, both formal and
informal, constrain or enable business strategies, such as internationalization
decisions (Meyer & Peng, 2005). Formal rules include constitutions and legal
regulations, and informal institutions refer to codes of conduct, values and
norms (soft institutions) embedded in society (Scott, 1995). According to Peng
and Heath (1996), the behavioral characteristics of enterprises are heavily
influenced by the external environment. As social actors, entrepreneurs’
behaviors are constrained, enabled and shaped by the institutional frame
(Yamakawa, Peng, & Deeds, 2008).

Transnational entrepreneurs take an unusual route to organize and
produce their economic activities and their actions are ‘facilitated and
constrained by an ongoing process of institutional relations in both home and
host countries’ (Yeung, 2002, p. 30). The embedded structures of institutional
relations shape transnational enterprises’ outcomes of economic activities
across borders. As the institutional environment in their home country is
substantially different in many aspects compared to their host country,
particularly in the context of firms from developing markets entering the
developed countries, transnational entrepreneurs are eager to develop dual
capabilities in both host and home countries in order to better understand
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multiple institutional environments (Drori, Honig, & Wright, 2009), and
better exercise their home country endowments in the host country in the
institutional context (Bagwell, 2015; Yeung, 2002). There are different levels
of institutions, such as government policies and industrial policies. These
elements, in accordance with business functions (e.g., resource control,
leverage capabilities and exploit opportunities), create great challenges
for transnational entrepreneurs to firmly embed their business in the host
country (Urbano, Toledano, & Ribeiro-Soriano, 2011).

Given the fact that country-specific entrepreneurial factors have an
impact on transnational migrant enterprises’ performance (Bagwell, 2018;
Brzozowski, Cucculelli, & Surdej, 2014), TE researchers have investigated
transnational migrant entrepreneurs from different nations in both emerging
(Riddle, Hrivnak, & Nielsen, 2010) and developed countries (Bagwell, 2018).
Reviewing the existing TE literature, we found that a limited number of studies
examine Chinese transnational entrepreneurship in general. The current
Chinese-related TE studies mainly focus on motivation (Urbano, Toledano,
& Ribeiro-Soriano, 2011), opportunity seeking (Lin & Tao, 2012) and value
creation (Lan & Zhu, 2014; Wong & Ng, 2002).

Bagwell (2018) in her study investigated the embeddedness of
Vietnamese transnational business activities in London and highlighted the
importance of successful embeddedness of transnational entrepreneurs in
the host country. Nevertheless, none of the studies has specifically explored
the ‘embeddedness’ of Chinese transnational migrant entrepreneurship
in the UK. As indicated in the Introduction section, an impressive 14% of
SME job-creation is created by migrant entrepreneurs in the UK, and about
25,000 entrepreneurs have a Chinese background (Dimitratos, Buck, Fletcher,
& Li, 2016; Johnson & Kimmelman, 2014). Discovering how these Chinese
transnational migrant entrepreneurs successfully embed in the UK will extend
the TE theory in a different context.

To construct our theoretical framework, we apply Nahapiet and
Ghoshal’s (1998) social capital and intellectual capital framework, which
comprises three dimensions: structural dimension (network ties and network
configuration); cognitive dimension (knowledge of shared codes, language
and culture); and relational dimension (trust and expectation).

RESEARCH METHODS

This study employs an exploratory multiple-case approach which has long
been recognized as an efficient approach to examine a complex and under-
explored phenomenon in a real-life context (Lee, 1999; Yin, 2003). Compared
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to a single case study, ‘multiple cases are generally regarded as more
robust’ (Urbano, Toledano, & Ribeiro-Soriano, 2011, p. 123) as the multiple-
case design enables cross-case checking for replication logic (Eisenhardt
& Graebner, 2007). Qualitative case studies have been increasingly used in
entrepreneurship research (Katila & Wahlbeck, 2012; Perren & Ram, 2004;
Sabah, Carsrud, & Kocak, 2014). The qualitative case study approach offers
a valuable opportunity to explore new insights and build new theoretical
explanations for the observed phenomenon (Bruton, Khavul, & Chavez, 2011).

Our research aims to discover the process of ‘embeddedness’ of Chinese
transnational enterprises in the UK; it is still an emerging and under-explored
phenomenon in the TE research domain. To explore the insights of a relatively
new phenomenon, multiple case studies are the most suitable research
method and has been utilized by many TE researchers in the previous studies
(Bagwell, 2018; Lan & Zhu, 2014; Urbano, Toledano, & Ribeiro-Soriano, 2011).
Especially, Mustafa and Chen (2010) claimed that a multiple case method
is particularly helpful in tracking process over time and explains why this
method was employed for this study.

Data collection

Using a purposive sampling method (Pratt, 2009), we conducted 7 in-depth
case studies. Two main control criteria are used in the case choices. First,
all selected cases must be small Chinese enterprises, operating in the North
of England (including North East and North West). Second, we choose
cases that are as diverse as possible (Eisenhardt, 1989) to maximize the
exploration of potential insights into the new phenomenon of transnational
enterprises’ embeddedness in the host country. Following these selection
criteria, the final 7 selected small Chinese entrepreneurial enterprises
include: a hotel business (case 1); an online beauty products company (case
2); a property agency (the case 3); a Post Office (case 4); a combined Post
Office and nail business (case 5); an electronic goods and bicycle retailer
(case 6); and a pub business (case 7). Table 1 below describes the case
backgrounds and the participants’ information.

Given the fact that a qualitative research approach provides creative
ways to make a rich contribution (Bryman, 2003), we employed different data
collection techniques through three stages from the qualitative perspectives.
First, one of the researchers already had connections with the owners of
these Chinese enterprises through a variety of ethnic, social events either
in the UK or China. Taking advantage of this, several informal conversations,
site-visits and observations were carried out in the first stage. Second, 8 in-
depth semi-structured interviews were conducted.
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Table 1. Summary of the cases

Owners’ Years in Types of cross-

Age of Yearsin Funding

Firms educational . cross-border border
owners business . . resources
background business business
1 PhDinBus Mag 36 8 3 Hotel Family/self
2 PhD in e-business 40 10 10 Beauty products  Family/self
3 Master in Bus Mag 35 11 4 Property Agent Family
4 Mater in Bus Mag 33 6 5 Post office Family
5 PhD in computing 45 10 4 Post office + nail ~ Family
6 Bachelor in Bus 33 12 10 Electronic + Family
7 Mag 55 4 2 bicycle Self
Master English Pub

The participants for the semi-structured interviews were either owner-
managers or senior managers in the transnational enterprise. They were
chosen as key informants because they had been heavily involved in their
transnational businesses as front-line management and employees in both
home and host countries. Their transnational experiences provided valuable
insights in helping us to collect rich qualitative data. The authors used their
personal networks in the UK, and either directly or indirectly contacted the
key informants via email and WeChat (the Chinese version of WhatsApp),
initially to gain access to the case companies, and then interview dates were
arranged in later conversations. The main interview questions included 1)
general questions to collect basic data on the firms; 2) transnational activities
and social capital/ethnic links used to support these TE activities; 3) broad
open-questions to ensure that the key points were covered.

Considering the participants were more comfortable in expressing
their opinions using their native tongue (Wang et al., 2014), each interview
was conducted in Mandarin Chinese and lasted for 1 hour on average. An
interview protocol designed by the researchers collectively was utilized
for the semi-structured interviews. 7 interviews were recorded with the
permission of the interviewees. Following ethical principles of protecting
research participants from harm and privacy (Fontana & Frey, 2004), the
organizations and participants’ real names, as agreed prior to the formal
interview, are replaced by fictional names. As the last stage, 3 post interviews
were conducted to clarify ambiguities in the information collected in the first
round of interviews.

Data analysis

The case analysis involved a three-step process by applying Yin’s (2003)
case analysis method combined with Miles and Huberman’s (1994) data
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deduction and coding approach. As a first step, all interview transcripts were
stored as word-process documents, and the researchers read the transcripts
independently and repeatedly to get rid of the non- and less relevant raw
materials. Second, using the protocols of an interview, combined with the
research questions, an individual researcher carefully and manually coded
the ‘emerged patterns’ for each individual case and left them as an open-
coded database. The identified themes and patterns were coded in English.
Some core quotes were selected and highlighted in the original transcripts.
This process was repeatedly applied to each individual case until no new
patterns emerged from all interview transcripts. The researchers compared
their codes through numerous face-to-face meetings, emails and WeChat
communications between the UK and China. Thirdly, the similarities and
differences of the coded categories cross cases are compared and analyzed
by using a constant comparative method inductively (McKeever, Jack &
Anderson, 2015). In doing so, we developed the final coded categories to
ensure the completed ‘code book’ ‘conveying the connections between the
analyzed data and the emergent theory’ (Bansal & Corley, 2011, p. 512).

Evaluation of the research

Qualitative research has long been criticized for lacking structure, and being
too subjective and difficult to replicate (Bryman, 2003). Qualitative researchers
must build up confidence in the truth of the findings and convince researchers
themselves and audiences that their findings are ‘worth taking account of’
(Lincoln & Guba, 1985, p.290). To hit its methodological merits and rigor, the
researched cases and interviewees were carefully selected before the main
research was conducted. The interviewed owner-managers are all Chinese,
but many of them have been studying and living in the UK for more than
10 years. Their in-depth understanding of both Chinese and British culture
enables them to provide the most valuable information, which enhanced the
quality of this study. In addition, all research files, such as interview transcripts,
fieldwork notes, and discussions notes have been maintained in an accessible
manner to achieve ‘dependability. Finally, during the whole data analysis
process, 1-2 regular meetings were organized between the researchers every
week at the early stages to discuss and confirm the emerged patterns. This
step is very important to maintain a high degree of consistency.
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ANALYSIS AND RESULTS

Our findings show that three embeddedness forms in the host country
emerged at different stages after these small Chinese enterprises started
up their businesses in the UK. Based on the inductive model, we identified
a hierarchical process of embeddedness: (1) structure embeddedness in the
start-up stage; (2) institutional embeddedness in the early development
stage; and (3) cognitive embeddedness in the growth stage (see Table 2).

Table 2. Three types of embeddedness at different stages

Development

Lifecycle stage Start-up stage stage Growth stage

Embeddedness Structure Institution Cognitive

types embeddedness embeddedness embeddedness
(SE) (IE) (CE)

CE

In addition, we found that the identified hierarchical embeddedness
is an ongoing and interactive process in a dual environment. Successfully
embedding in the host country is affected by network forces in the firms’
home country. While enterprises accumulate novel information and
knowledge of the foreign markets and improve their business performance
in the host country, advice gained from the support network in their home
country also contributed to deeper embeddedness in their host country.

Stage one: Structure embeddedness

As shown in Figure 1, the invested small Chinese enterprises attempted to
structure and embed themselves into 4 social groups in the host countries
at the start-up stage, including (1) business networks; (2) ethnic groups; (3)
Government networks; and (4) competitors in the host country (UK).
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Host Country

Competitors in
the host country

Business networks

Government networks

Industrial
associations

Local networks

Business consultants

National networks

Professional
business networks

Figure 1. The chosen networks are structured by Chinese small enterprises in UK

The evidence from the 7 case studies shows that once small Chinese
enterprises started their businesses in the UK, each firm invested affordable
time and resources (due to the liability of smallness) to choose different
networks to embed with in the host country. The evidence summarized in
Table 3 shows a variety of networks choices at the earlier stage.

Amongst the 4 types of networks, professional networks (e.g., web-
designers; accountants, solicitors, business managers of banks, etc.) and
Chinese ethnic networks (e.g., Chinese North East Association and Chinese
SMEs Association in the UK, etc.) were highlighted by all interviewees. Dealing
with accountants, solicitors and business account bank managers were the
first inevitable ‘networks to embed’ for all firms after they entered the UK.
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Table 3. Summary of the network embeddedness

Network embeddedness Cl C2 C3 C4 C5 C6 C7 (%)
Business Industrial associations v / v 43
networks Business consultants v 29
Professional business v Vv Vv Vv Vv Vv V 100
networks
Ethic groups v Vv v Vv Vv Vv v 100
Government Local networks v v v v v 71
networks National networks v v v 43
Competitors in the host country v 14
In total 5 4 3 4 4 4 4

Meanwhile, embedding into Chinese ethnic groups in the host country
was also highlighted by all interviewees, as the following quotes demonstrate:

As a Chinese entrepreneur, the Chinese cultural features won’t diminish
with the passage of the time and changes of location. Wherever and
whenever, it affects your behaviors. Getting to know local Chinese individuals
and institutions is the first step if you want to embed your business in the host
country successfully as they have more experience, you can learn from them’
(case 2)

‘I received lots of advice and support from him (the Chinese owner-
manager in case 4), he started the post office business a few years early than
me, and his experiences of failure and success are all treasure for me. We
meet regularly’ (case 5)

Owner-managers from five enterprises (cases 1, 3, 5-7) out of 7
(71%) claimed that they attempted to establish a good relationship with
local government to receive professional supports for free and utilize
their powerful influence. This perception might be due to the high power
distance and ‘Guanxi’ culture in Chinese business practices, as the majority
of interviewed Chinese entrepreneurs highlighted that a good relationship
with government is crucial, as an interviewee explained: ‘this relationship
(with Government) benefits our business not just now but in the future’. In
addition, three interviewees (cases 2, 4 and 6) out of 7 (42%) admitted that
apart from local government, they participated in numerous activities and
meetings organized by One North East, a business support agent controlled
by UK central government at the national level.

In addition, two enterprises (cases 4 and 5) out of 7 (29%) made links
with local Industrial Associations, others (cases 1 and 2, 29%) built a network
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relationship with private business consultant companies. Interviewees from
cases 4 and 5 confirmed that they pay annual fees to join the Industrial
Association of the Post Industry in the UK, from which they received ‘general’
industrial-related information (e.g., a brief of industrial trends). Using private
consultant services is expensive, highlighted by case 1 and case 2 firms
who paid more money than case 4 and case 5, but received ‘tailored’ and
professional services, typically designed for their companies. The evidence
from these 4 cases suggests that the business networks in which to embed in
a host country are determined by not only the nature of its business but also
how many resources small firms are willing to invest in and can afford.

One of the most interesting cases is that of the owner of the hotel
business (case 1) who networked during the start-up stage with a local
competitor running a guest house business in the Lake District. It was, from
this manager’s perspectives, an effective way to embed his business into the
local society. He explained:

‘This village (where his business is located) is small, only about 6,000
people, due to its unique geographic location (one of the most popular
tourism areas in the Lake District in the UK), with more than half of the
local businesses involved in B&B, guest house or hotel services. They are
my competitors but not ‘enemies’! If you can make your competitors accept
you as a newly started foreign business, you’ll get much more (knowledge
and information) than what you expected .... Her guest house is opposite my
hotel, we are neighbors (laugh), she (the owner of the guest house) taught
me a lot, to express my appreciation, in return, | introduced customers to her
guest house if | had no rooms available during the busy season ...”

We further asked this owner-manager how he developed such a network
and he pointed out three main reasons: (1) his outgoing personality and good
communication skills; (2) his emotional intelligence; (3) his multi-cultural
background and knowledge. It was learned that this owner-manager had
been studying for 8 years in a British university before he started his own
hotel business in the UK. Entrepreneurs’ personal traits, behavior and social
cognitive knowledge structure have an inevitable impact in managing its
embedding networks in the host country.

In summary, it is evident that Chinese small transnational migrant
entrepreneurs chose different social networks to embed in the UK at the
start-up stage. Through a variety of networks, they have gained transnational
social capital to facilitate their embeddedness in the host country.

Journal of Entrepreneurship, Management and Innovation (JEMI),
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Stage two: Institutional embeddedness

Our findings also suggest that different institutions in the home and host
country have asignificantimpact on small Chinese enterprises’embeddedness
in the UK. After passing through the start-up stage of embeddedness, firms
placed themselves in certain networks that they chose and moved to the
‘development’ stage in which firms experienced a variety of ‘unexpected’
issues and difficulties. The selected quotes in Table 4 illustrate the embedding
difficulties and challenges these small Chinese enterprises encountered at the
second stage of the embedding process. We define this stage as ‘institutional
embeddedness’ as many failure stories started from a ‘misunderstanding’ of
the institutions between the UK and China.

Six cases out of 7 (the exception being case 6) experienced different
levels of negative embedding difficulties in the UK, either formally or
informally. Although these Chinese firms had already prepared themselves
before entering the UK markets, the knowledge and information acquired at
the pre-entry stage were insufficient. They underestimated the complexity
of the institutions when carrying on their business activities after entry. It is
evident that simply implementing the business experience and knowledge
they acquired in China into the host-country situations led to failures of
further embedding in the host country.

As illustrated in Table 4, case 6 presented an exceptional story. In case
6, the local institutional knowledge of the British deputy manager that they
had recruited played a key role, and he contributed significantly to the
institutional embeddedness as the following quote demonstrates:

‘I was a lucky person, really lucky, as | hired a British manager who had been
working in the electric industry for long time in the UK markets and (he) has exceptional
ability and sales experience in this area. | rely on him, maybe too much? (laughing)

Nevertheless, hiring such an experienced general manager was
a considerable cost for the case 6 company. It may not be affordable for
every small enterprise (or they may be unwilling to do so). Meanwhile, it has
a potential risk of creating an over-reliance on this network relationship.

In this stage, our findings show that institutional and regulatory regimes
in the UK affected a variety of Chinese transnational enterprises’ business
activities and their development after the start-up stage. Formal and informal
institutional differences in the host country brought great challenges for
these transnational enterprises, and in such a local environment it is not
a surprise that these Chinese transnational entrepreneurs seek institutional
embeddedness after passing the ‘survival stage.
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Table 4. Selected institutional embeddedness related quotes

Cases

Institutional embeddedness

Formal Institutions

Informal Institutions

Case 1l

Case 2

Case 3

Case 4

Case 5

Case 7

“I was extremely struggling with maintaining the
relationships with English employees. Working slight
over time is such a common business practices in
China, nevertheless, it did not work here ... | really

had problems in managing British people”

“The institutional environment in the UK is quite
stable and transparent, but regulations are too
detailed (comparing with China). If you were not
fully prepared for that, you have troubles. | went to
the court for several times because of breaking the

HR law unconsciously.... that was disaster”

Good understanding of the formal institutions (e.g.
regulations and policies), and worked closely with his
solicitors who was willing to provide many valuable

advices

“| was fined £2,000 in the first months due to
misunderstanding of the local business practices ...|
did not check a young customer’s ID when he bought
cigarette, then | was reported by another customer

and was punished”

“I sacked one pregnant woman working in my

Post Office. She made so many mistakes, | thought
that | did everything which | SHOULD do, indeed

| neglected some regulations to sack a pregnant
woman. | have never, | meant never, thought | had
that much trouble later. It was nightmare .... Cannot

image how | went through it!”

“Running a pub, you must be very sensitive to the

regulations, learn all of regulations and laws as quick
as possible ... it impossible that you ask your solicitor
all the time. When something happened emergently,
you have to deal with it based on your sense making,

1

but it might be wrong

‘Guanxi is a widely accepted Chinese
business culture, | attempted to apply

it to my business when dealing with

my British employees, once the good
relationship was established | expect
them to work longer-time during the
busy seasons (I pay extra), but | was
wrong, British people value work and life
balance’

Not experienced specifically

“I'had strained relations with my British
deputy manager. We had many disputes
in terms of business practices ..... |
realised later it was mainly due to the
normal value differences”

Not mentioned

“We had a regular customer who often
bought 4 packs of cigarette every day.

I told her that she should reduce the
amount of cigarette, she was angry ‘it was
none of your business’ | was told. Then,
the lady has never back my shop since
then”

“I'had bad relationship with local
community at the very beginning — | ever
fight with a few British men, | was injured,
and my daughter sent me to the local
hospital. Now | am sponsoring a local
football team in the local community

.... Much improved relationship after
learning and understanding more British
culture and norms”
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Stage three: Cognitive embeddedness

After going through the structure embeddedness and institutional
embeddedness stages, these small Chinese enterprises established their
relatively stable networks and developed competence in dealing with
complex institutions in the UK. Following that, the interviewees admitted
that owners of these firms realized the importance of updating their
management knowledge and leveraging their capabilities if they expected
to embed themselves more deeply and better in the UK. The evidence from
our investigated cases suggests that this level of embeddedness is largely
driven by the decision-makers’ cognitive knowledge. Thus, we defined it as
‘cognitive embeddedness.’

At this growing-up stage, deep learning in a social context has become
critical, and the decision-makers’ knowledge structure and strategic thinking
styles were brought into play for further embeddedness. Their inherent and
antecedent knowledge have constrained their abilities to expand and sustain
their businesses in the host country. ‘Unconsciously, one interviewee (case
5) explained: ‘the business knowledge and experience which | obtained in
China still habitually affected my decisions in the UK, however, it is proving
that | was wrong!’. Another interviewed owner-manager (case 1) added:

‘Running a business in a foreign country is not easy, many unpredictable
risks, my knowledge of the past did help me to make decisions, but you cannot
highly rely on it, dealing with surprise is about every day learning and rethinking!”

Three interviewees (cases 1, 2 and 5) mentioned, for example, that
“flexibility’ is a key business practice for small Chinese enterprises in China,
nevertheless, when applying this management style into business practices
in the UK, ‘you have to know THIS flexibility is not THAT flexibility, British
employees interpreted it differently from Chinese.....only continuingly
updating your cognitive knowledge can help you to find the ‘balance point’
between the two systems, then adapt it! (case 1). Re-created cognitive
knowledge plays a crucial role in aiding small Chinese entrepreneurs to firmly
embed into the networks in the host country.

At the individual level, Chinese transnational entrepreneurs realized
the necessary of re-constructing their knowledge through absorbing new
local knowledge and adapting the existing knowledge to gain competitive
advantages in the new and dynamic environment. Our findings indicate that
Chinese transnational enterprises’ embeddedness is not solely influenced
by the networks and institutions in the host country, but is affected by the
individuals themselves as they are the key decision-makers for the firms.
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A dynamic dual embeddedness process

At the initial stage of the embeddedness, these immigrated entrepreneurs of
study case companies used a variety of connections with their networks (e.g.
businesses or family ties, etc.) in China to help them in determining which
business sectors to start in the UK as the following quotes demonstrate:

‘My family runs an electronic business in China, that’s why | started
the same business in the UK (case 6)’; ‘My father has been working in the
property industry for a decade, so | was encouraged by him to start a proper
agent business here (the UK)(case 3)’; ‘| chose beauty products to start in the
UK because | have a close relationship with a large wig manufacturer in my
home town (case 2)".

Indeed, these connections largely affected which networks to embed in
when these small Chinese firms initially entered the UK markets (e.g., the
different types of industrial associations).

Moving to the development stage, entrepreneurs’ activities became
more complicated, and a lack of in-depth formal or informal institutional
knowledge encouraged these firms to find a better way of further embedding
into the institutional environment in the UK. Continuously, it was claimed by
interviewees that they still worked closely with ‘advisors’ and ‘mentors’ in
China, who can be their parents, individuals or partners, running businesses
in China. They seek specific support and advice from ‘the home countryside’
to identify key differences and similarities of institutional practices between
the UK and China. These dynamic, interactive and experimental exercises
leveraged these small Chinese firms’ competency and helped them to embed
better in the UK.

The interviewee in case 6 explored an interesting story regarding their
product development, illustrating how a dual embedding process interactively
arose between the UK and China. The interviewed owner in case 6 has run his
business in the UK for more than 10 years, and his electronic products were
well perceived by British customers. At a local business conference, a potential
business partner expressed his interest in their products and said to him: ‘we
are currently using French-made products; | am wondering whether we can
do business together.” After a few meetings and product tests ‘we were told
that the quality of our products could not meet their standard,” said the owner-
manager. On a trip to China, this owner persuaded his father (who runs an
electronic business in China as well) to sponsor and support him in developing
higher standard products for this potential customer. “We succeeded and had

Journal of Entrepreneurship, Management and Innovation (JEMI),
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more customers who need high-quality products and this success facilitated
not only my business in the UK but my father’s business in China’. This story
demonstrates that embeddedness in the host country can be enhanced via
interactive business activities between host and home countries.

Our findings in this section suggest that the embeddedness of Chinese
transnational entrepreneurs in the UK is a dual process. When they face
challenges in the local environment, due to a variety of influencing factors
e.g., networks; institutional differences and individual knowledge limitations),
they attempted to seek new opportunities and support from the home
country. Mixed embeddedness of social and economic activities enhances
their performance in both countries.

DISCUSSION

Embeddedness can either “enable or constrain entrepreneurial activities”
(McKeever, Jack, & Anderson, 2015, p. 52). Understanding how small
entrepreneurial enterprises harvestand embed businessesintheirimmigrated
countriesis animportant and worthwhile research issue (Johnstone & Lionais,
2004; Uzzi, 1997). However, limited studies have examined this phenomenon,
particularly with a focus on small immigrated entrepreneurial enterprises.
This research attempts to fill this research gap by presenting the key findings
demonstrated in Figure 2 below.
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Figure 2. A dual embedding process adapted by small Chinese immigrated firms

Immigrant entrepreneurship: New research trends and challenges
Agnieszka Brzozowska, Beata Glinka, Sibylle Heilbrunn (Eds.)




Rose Quan, Mingyue Fan, Michael Zhang, Huan Sun/ 47

Our findings generally support the view that embeddedness has multiple
meanings and uses (Bagwell, 2018) and context is recognized as a critical factor
in explaining entrepreneurial embeddedness (McKeever, Jack, & Anderson,
2015). Three different types of embeddedness forms were discovered in this
research: structure embeddedness; institution embeddedness and cognition
embeddedness. First, we found that small entrepreneurial firms make
clear decisions about what typical networks to embed in the host country
at the start-up stage. Consistent with network theory, firms admitted that
embedding into the local social structure helps them to accumulate social
capital (Drori, Honig, & Wright, 2009; Mustafa & Chen, 2010). Nevertheless,
small firms, in general, suffer from insufficient resources (lbeh & Kasem,
2011), and facing a variety of networks in the host country must decide where
to embed and how to structure their initial networks at the early post-entry
stage. Apart from these pre-requested professional networks (e.g., bank,
solicitors, accountants, etc.), it appears that Chinese ethnic groups in the UK
and government ties are important networks to embed in. This finding can be
explained by the ‘Guanxi’ business culture (Dimitratos, Buck, Fletcher, & Li,
2016; Meyer & Peng, 2005) and power distance of Chinese national culture
(Hofstede, 1980). It is also evident that to build a social relationship with
competitors in the host county is rare (only one case out of 7) and difficult,
but it is worth considering. According to the interviewee in case 1, such
a network relationship brought him great advantages which helped him to
better embed his hotel business in the Lake District region in the UK.

Second, this research argues that institutional embeddedness constitutes
a crucial factor in leveraging small entrepreneurial enterprises’ capability
and improving their performance in the host country. After choosing what
types of networks to structure, soon the small firms found that embedding
within these networks was complex and affected by many institutional
factors. The formal and informal institutional gaps (rules and regulations;
norms and values) between emerging and developed countries (Yamakawa,
Peng, & Deeds, 2008; Yeung, 2002) significantly constrained small Chinese
entrepreneurial embeddedness in the UK. Our findings show that institutional
embeddedness shapes firms’ strategic choice (Rizopoulos & Sergakis, 2010)
and influences its embeddedness process in the host country. Our findings
support Dimitratos, Buck, Fletcher and Li (2016) who confirmed that Chinese
transnational entrepreneurs attempt to achieve legitimacy in relation to the
host country’s environment of formal or informal institutions.

Third, at the individual level, the emerged cognition embeddedness
reflected entrepreneurs’ awareness of changing their ‘stereotyped thinking
mode’ after they encountered difficulties and issues during the institutional
embeddedness stage. It seemed that simply and passively applying the prior
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acquired knowledge or experience into the host country system did not work
properly for these small Chinese enterprises. Each entrepreneur has their own
cognitive style, and when faced with a new problem in the host country they
used the mind methods they were already familiar with (Wickham, 2006).
However, the pre-cognitive styles limited them in finding new ways to constitute
their business strategy in the host country. Consequently, they were willing,
even eager to update their already stored home-country based knowledge
through acquiring new host-country based knowledge to find a ‘combined’
approach during the embeddedness process. This learning, skill and expertise
development at the growth stage leveraged the entrepreneurs’ capability
of creativity and inventiveness and enhanced its local embeddedness. Our
findings extend Bagwell’s (2018) embeddedness study by showing, at the micro
level, that not just individual and co-ethic resources, but the entrepreneurs’
own background and knowledge also determine transnational migrant
entrepreneurs’ embeddedness in the host country.

Fourth, compared to the majority of prior organizational embeddedness
studies (Andersson, Bjorkman, & Forsgren, 2005; Uzzi, 1997), our findings
show that embeddedness in the context of transnational entrepreneurship
is more complex and dynamic (Dimitratos, Buck, Fletcher, & Li, 2016). An
interesting result of this study is the identification of the interactive dual
embedding process, involving both home and host countries. This finding
extends Granovetter’s (1985) key insight that embeddedness can be an
on-going contextualization of economic exchange (activities) in different
social structures in the context of transnational migrant entrepreneurship.
Our finding reveals that the degree of embeddedness in the host country
is affected by already established networks in the home country (Bagwell,
2018). The diversified networks (e.g., the types of transnational ties at
different levels: individual and governmental networks) have a substantial
impact on the Chinese transnational migrant entrepreneurs’ embeddedness
(Brzozowski, Cucculelli, & Surdej, 2017; Urbano, Toledano, & Ribeiro-Soriano,
2011). Taking a small Chinese entrepreneurial enterprise for example (case
6), embeddedness in the host country is developed and facelifted through an
interaction of both home and host country networks (Mustafa & Chen, 2010).
Overall, our study widens Zukin and DiMaggio’s (1990) and Granovetter’s
(1985) concept, who propose that embeddedness refers to the contingent
nature of economic activity on cognition, social structure and political
institutions in the context of small transnational entrepreneurs attempting to
embed their businesses in the host country. Moreover, it supports Bagwell’s
(2018) findings that embeddedness of transnational migrant entrepreneurs
can be affected by both macro (institutional) and micro levels (individual).
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CONCLUSION

This study sought understanding about how transnational migrant
entrepreneurs embed their businesses in the host country. The questions
explored are what is the embedding process for small transnational
enterprise? How do transnational immigrant entrepreneurs embed their
businesses successfully in the host country? We found that transnational
entrepreneurs focus on different types of embeddedness at different stages,
by choosing which networks to embed in at the start-up stage in order to
achieve deeper embeddedness via institutional and cognitive embedding
process. Migrant entrepreneurs also devote different resources and efforts
on certain dimensions due to limited resources and international experiences
(Bagwell, 2018). Interestingly, it is not just embedded networks in the host
country, but well-established networks in the home country that also
provide these entrepreneurs with sources of advice, resource, information
and support which contribute to their successful embeddedness in the host
country (Elo et al., 2018).

The contribution of our research is two-fold. First, our findings shed
light on the theory of embeddedness in the context of transnational
entrepreneurship. We have conceptualized the relationship between small
transnational enterprises and embeddedness by identifying three different
types of embeddedness as a hierarchical process. Very few entrepreneurial
studies illustrate how small entrepreneurial firms generate their embedded
structure from ‘process’ perspectives. The second contribution of our
study lies in its illustration of how networks in the home country affect
small entrepreneurial enterprises’ embeddedness in their immigrated host
country. It is evident that the interconnectedness between the home country
and host country should be taken into consideration in future entrepreneurial
embeddedness studies. In this sense, we encourage embeddedness
researchers to pay attention to the ‘home country’ factor as well rather than
just focusing on the host country as a one-way process in the international
embeddedness research domain.

While we claim the contributions, we are aware of the limitations. First,
our study is only based on small Chinese entrepreneurial firms operating
in the UK market, and the data were only collected by sampling 7 in-depth
case studies. Thus, the results should be viewed cautiously when applying
our findings to other contexts due to different institutions (Zahra, Wright, &
Abdelgawad, 2014). We suggest that future research address this issue by
investigating a wide range of transnational entrepreneurial embeddedness
from other countries. Second, many studies confirmed that embeddedness
may either enable or constrain cross-border economic activities (Uzzi, 1996;
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Zukin & DiMaggio, 1990), as small enterprises, in general, have a lack of
resources, so embeddedness researchers should conduct further studies,
investigating how small immigrated enterprises can avoid ‘over-embed’ in
the host country to avoid wasting time and limited resources. Thirdly, there is
a lack of formal evidence showing to what extent highly skilled transnational
migrant entrepreneurs embed in the host country, and how they differentiate
their embedding process from other transnational migrant entrepreneurs.
Future studies also need to take into consideration the entrepreneurs’
background, skills and character and discover how these differences affect
the transnational migrant entrepreneurs’ embedding process.
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Abstrakt

Skuteczne osadzenie w kraju przyjmujgcym jest waznq kwestiq dla przedsiebiorcow
imigrantow i przedsiebiorcow transnarodowych. Wczesniejsze badania z tego ob-
szaru koncentrowaty sie gtdwnie na lokalnym osadzeniu spotek miedzynarodowych
(MNCs). Do tej pory badano przedsiebiorstwa ponadnarodowe, i niewiele 0séb
zajmowato sie sposobem osadzenia w kraju przyjmujgcym przedsiebiorcéw trans-
narodowych. Opisane badanie oparte jest na 7 pogtebionych studiach przypadku
matych, chinskich przedsiebiorstw miedzynarodowych dziatajgcych w Wielkiej Bryta-
nii. Na podstawie analiz Autorzy stworzyli dynamiczny model podwdjnego procesu,
ktory sktada sie z 3 wymiardw: osadzenia strukturalnego; osadzenia instytucjona-
Inego; i osadzenia poznawczego. Whioski z badania stanowiq teoretyczny wktad,
oferujgc wglgd w sposdb, w jaki miedzynarodowi przedsiebiorcy migrujgcy osadzajq
sie w podwdjnym, transgranicznym srodowisku biznesowym.

Stowa kluczowe: przedsiebiorczosc transnarodowa, kraj przyjmujqgcy, teoria instytuc-
jonalna, zakorzenienie
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