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ABSTRACT

Entrepreneurial activity is currently confronted with a large number of different influences, which affect the performance of
business units. Businesses face new situations due to the changing market conditions they have to respond to. The small and
medium-sized business sector responds dynamically as well as very sensitively to market changes, where many family
businesses are also established. Competition between market players forces both the management and the family businesses
to think about new opportunities in order to ensure their growth. As a result, small and medium-sized businesses gain increased
importance in international markets. This study aims to identify the cutrrent trend in the international activity of family
businesses in terms of their territorial activity. In addition to the theoretical background, the submitted study also introduces
the results of our empirical survey. The questionnaire survey was applied as an appropriate research method. We decided to
apply a dual approach: qualitative (mainly for the theoretical part) and quantitative for the empirical part of the study. The
obtained results show family businesses' interest in operating in the international business environment.
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INTRODUCTION

The basic characteristic of business units in the market economy is conducting business activity.
Entrepreneurship is becoming an essential attribute and a developmental and driving force of market-
oriented economies. Market players aim primarily to achieve economic and financial growth, ensure
economic advantage in the form of profit, and increase their market potential. The growth of business
performance is influenced by different factors the enterprise can influence, but also a group of factors
the businesses cannot influence. However, businesses can carefully prepare for this influence and reduce
the negative impact on management and development.

Any market economy must create a satisfactory business environment supporting business activities. The
European Union declares that the development of small and medium-sized enterprises, particularly
regarding the promotion of family businesses, is a major interest. Economic policy is a tool applied to
create a favourable climate for the development of the business activity. In the Western countries of
Europe and many other countries of the world (e.g. the USA, Japan), family businesses have a long
tradition, and many small-sized family businesses have been transformed into bigger companies. In this
respect, Central Europe and Slovakia, in particular, have a long way to go to create suitable conditions,
especially for family business development.

Although family businesses have been present in Slovakia for over thirty years, the performance and
parameters of their activities lack behind their foreign rivals. They lack sufficient experience with the
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genuine family business, face difficulties with the generational exchange, and take over the family business
by the younger generation. The definition of the family business in Slovak legislation is still absent, and
no specific conditions were created for development in relation to their specific character. Thanks to
globalisation, entrepreneurship is changing not only for small and medium-sized enterprises but also for
family businesses. Family enterprises had to adapt to substantial changes not only at regional and national
levels but also in transnational terms. The newly created conditions and the advancing globalisation force
family businesses to expand their activities on international markets. The domestic environment is no
longer satisfying to attract new customers. The need for higher company performance addresses the
management to find new solutions. These facts are behind the ever-increasing interest of family
businesses entering the international business environment.

Business in an international environment has long been associated with the activity of large enterprises
and multinational companies. However, business practice shows sufficient opportunity for smaller
market players interested in operating in an international environment. The global tendencies in the form
of globalisation trends and the increasing internationalisation into different spheres of our life cannot be
avoided. This brings new challenges for business management and the need for an innovative business
concept in order to maintain and develop in the market.

International entrepreneurship is a good opportunity for businesses. However, the management or
business owners need to be aware of the increased business risk connected to expansion, financial and
exchange rate differences, regional specificities, etc. Therefore, a thorough assessment of the benefits and
risks arising from the penetration of foreign markets is strictly desirable before the decision to
internationalise the business. From the research perspective on family business set by us, it is necessary
to address why family businesses decide to penetrate international markets and operate in an international
business environment. Business entities may have different incentives. Research in the field of motivation
to internationalize family businesses in Slovak conditions is not one of them adequately addressed
thematic areas of research. The study presented has the ambition to contribute to a broader elaboration
of this issue.

THEORETICAL BACKGROUND

The main motivation to start family business is self-realization of all participating family members running
the business. The biggest benefit of family businesses is the possibility to create employment and income
for family members. The leading motive typical of family businesses is to satisfy mainly the social and
economic needs of family members. The entrepreneurship in form of family businesses in Slovakia has
not yet reached the stage, where these types of businesses would be significantly established nationwide.
Their activity is visible regionally. Family businesses operate in different regions of Slovakia and have
different level of economic, social development and infrastructure. They have become active players of
the regional economy.

Both the Slovak and the European legislation defines the freedom to conduct business. Srebalova ez a/.
(2020) focused on mapping and comparing the legislation with particular regard to start-up businesses.
The evaluation is focusing on the specification and general conditions of businesses conducted by natural
persons and legal entities. It is also addressing some specific conditions in the field of start-up of business
activities. All these legal frameworks represent an absolute legal basis for potential entrepreneurs to
operate. The obstacles to entrepreneurship are presented in form of analysis that is related to legislative
problems. The team of authors formulates several recommendations we identify with e.g. the concept of
family business is not adequately defined by the Slovak law.

Srebalova ez al. (2020) focus on entrepreneurship in domestic environment defined in the Slovak legal
system. However, the situation is different in cases where business is considering international expansion.
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More and more businesses are considering other growth opportunities than it is provided by the domestic
business environment. The lack of market opportunities, closer scope for development are just one of
the motives we will address in the next part of the study. If the family business decides to conduct
international activity, it is advisable that the owners, family members working in the enterprise become
acquainted with the basic theoretical hints highlighted by Buckley & Casson (2019). These are, above all,
the boundaries of a multinational enterprise, the external environment of an enterprise and its internal
structure. Before making a decision to penetrate international markets, essential step is the analysis of
the internal corporate structure and the external environment as well. The external environment is
characterized by competitors. Each enterprise has its own business motives and based on a different
decision-making model. All attributes need to be integrated into decision-making.

Entering the international environment is influenced by many factors. One of them is certainly the
presence of global trends and the movement of goods, services, capital, human resources on a global
scale. According to Dubravska & Sira (2015), this presents a new major challenge not only for specific
national economies, but also for the enterprises themselves. The expansion of globalisation and the
associated internationalisation are currently the most obvious characteristics in international business and
in the world economy. Globalisation has completely transformed the competitive rivalry not only locally,
regionally, but also transnationally and globally. The search for optima involves a global strategy in which
globalisation and local adaptation to local conditions are present. Globalisation has thus become a leading
phenomenon determining international entrepreneurship. Slovakia is in a strategic position in the middle
of Europe, which provides an opportunity to become a popular region in international context.

Similarly, Patel ef al. (2012) emphasize that adoption to globalisation process is a strategic choice for
family businesses. However, it has to be highlighted that global strategies are not standard for small and
medium-sized enterprises, where family businesses are mostly included. It is therefore necessary to detect
the catalysts of family businesses entering the global markets. These trends can both strengthen and
weaken the position of family enterprises and their expansion on global markets. Mach e a/. (2018) or
Dubravska & Marchevska (2019) addressed to identify the impact of globalisation pressure on selected
Slovak companies. They followed the companies at the stage of internationalization of their business
activities. They focused on finding motives for food industry leaders to enter foreign markets and the
motive behind their move as well. In their case, the lack of subcontractors on the domestic market, and
the success of competitors in international business were responsible for the internationalisation of the
business. The authors' research also focused on larger businesses, not on micro and small or family
businesses. Srebalova & Vojtech (2021) drew attention to the analysis of enterprises from the small and
medium-sized enterprises sector in order to estimate the selected indicators.

Based on foreign literary sources, it is possible to observe the efforts of family businesses to
internationalize their activities. In the case of family forms of business, the internationalisation of
entrepreneurship becomes significant, as it brings the opportunity to operate in an international
environment and become competitive. Ahamat ¢/ /. (2017) examined the strategy of family business in
the UAE in the field of internationalization, and compared it with cases from other countries. The
overview is mainly about the strategies applied by family businesses in the Middle East. The research
sample of family businesses relies on joint ventures, acquisitions, exports, 100% subsidiaries and franchise
strategies for internationalisation. This is an interesting finding as FSD or other countries are doomed by
foreign direct investment, mergers and acquisitions.

Ivanova ez al. (2015) tried to process a review article specifically aimed at internationalizing the business
activities of family businesses. They found a number of important attributes of the internationalisation
of family business. According to the team of authors, the issue of examining the internationalisation of
small and medium-sized family businesses has not been addressed adequately. Rapid growth is
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particularly characteristic for the most recently evaluated period. In addition to theory of
internationalization, the theory of ownership administration was applied. Significant findings can be
detected in comparison of family and non-family businesses. The ownership and management figure as
negative factors in the internationalisation process.

One of the well-known Slovak scientists, Lesakova (2010) mapped the internationalization approach of
the small and medium-sized business sector, especially the impact of leaders' experience on the decision
to enter the international business environment. Decision-making maps in strategies play an important
role in identifying the foreign markets.

Rexhepi ef al. (2017) recommend the selection and creation of a business model as a basis for an
internationalization strategy for family business. It is actually a new conceptual model. The model is
based on three stages: domestic performance and preparation for the foreign market, choosing the right
model of internationalisation, and choosing the right business strategy depending on the size of the family
business. There are several reasons behind the international expansion of family businesses in the form
of internationalisation. (Ali & Ahamat ,2018).

Ratten & Tajeddini (2017) decided to reveal the opportunities that internationalisation brings for family
forms of business. The authors say that the internationalization of family business encourages innovation
as they have a good reputation among customers. According to the authors, the ability to be an innovative
family business depends on the ability of the company to meet the customer need in an international
environment and accepting a measure of international business risk. Family businesses introducing
several innovations have a higher chance of penetrating foreign markets. The team of authors led by
Daneshjo et al. (2018) also support business growth generated by innovation. The management is assigned
the task of effectively coordinating business processes and specificities in order to ensure innovation.

Spisakova (2010) also expresses support for innovation, especially in the period of economic recession,
since innovation is a prerequisite for survival in a strong competitive struggle. Innovation can become an
active tool against the obstacles of entrepreneurship, especially in the small and medium-sized business
sector. Innovation helps smaller businesses overcome business barriers, which is reflected by Civelek e7
al. (2021). It is innovation that can actively help SMEs in a global environment (Kljuc¢nikov ez a/., 2021).
Innovation needs investment, too (Kotaskova ez a/., 2020). Thanks to successfully introduced innovations
and a successful competitive position, several family businesses are becoming economically successful
and powerful market units. The authors hope that the practices implemented by successful multinational
family businesses will be a model for other family businesses (Rumanko ez a/., 2021).

AIMS, METHODOLOGY , AND METHODS

The submitted study is based on the need to explore the field of international entrepreneurship and the
phenomenon of internationalization of Slovak family enterprises. The issue is not adequately addressed
in the in Slovak business environment, although the topic is extremely important and the knowledge of
business practice needs to be propetly evaluated. Family businesses have numerous specificities, which
can also be reflected in the internationalisation of their business. The nature of the enterprise is different
from non-family forms of business, the management and decision-making process is again different from
non-family enterprises. The motives that lead businesses to internationalise their business may vary.
These were the main issues we were trying to address. This survey is part of broader scientific research
and research in the small and medium-sized business sector with a focus on family business. Research
activity is part of the solution of the current two research grants: GAAA 5-5/2020 - Development of
family businesses in Slovak regions, which has received funding from Grant Agency Academia Aurea,
and project VEGA 1/0813/19 - Managing the development of innovative and start-up forms of
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businesses in international environment and verification of INMARK concept, which has received
funding from the Ministry of Education, Science, Research and Sport of the Slovak Republic.

The aim of this study is to identify the current trend of international business activity of family enterprises.
The partial objectives are the following:

- examine the motives why business decide to operate in an international business environment
- examine the territorial scope of those family businesses that have chosen to operate in an
international business environment.

The scientific study is based on two pillars: The theoretical pillar of the study explains entrepreneurship,
family entrepreneurship, internationalisation and the motives of family businesses to enter international
markets. The theoretical approach of this is study is based on published studies from foreign and Slovak
authors. We have put emphasis on using literary resources of international databases, Web of Science
and Scopus. We classify these as secondary resources to this study. In addition, it served as a prerequisite
to conduct the research. The primary data of this research were obtained from family businesses
operating in selected regions of Slovakia, where partial stage of research projects focused on small and
medium-sized enterprises and their development in the selected Slovak regions. Four self-governing
regions were involved: Bratislava Region, Trnava Region, Nitra Region and Tren¢in Region. 60
enterprises from each self-governing region were selected, characterized as family enterprises. 177 out of
240 addressed business entities showed willingness to cooperate in the research. We obtained not fully
completed questionnaires, which were excluded from the analysis of the obtained data. Altogether 21
completed questionnaires were not used in data analysis, since the results would not be transparent. The
research sample at this stage consisted of 156 family enterprises.

The main areas surveyed by the questionnaire technique were the following: the identification of motives
why family businesses decided to enter international markets. The second important area we tried to
map was the territorial interest of family businesses to penetrate foreign markets.

The methodological approach of the research was mixed due to the nature of the topic being studied.
Qualitative methods helped us understand the behavior of family businesses (observation, interviews).
Quantitative methods allowed us to collect data and conduct a deeper analysis of the data obtained.
Questionnaire survey, testing, hypothesis testing and cluster analysis were used as quantitative methods.
When testing hypotheses, zero hypothesis was formulated.

RESULTS AND DISCUSSION

Chi-square test, t-test and clump analysis were applied to test the research hypotheses.

Chi-square test is one of the most often used statistical methods to test statistical hypotheses. It should
be noted that in the case of validity of the zero hypothesis, the test criterion has a Chi-square distribution.
In mathematical statistics, the tests are calculated directly using so-called p-values. The presentation of
the p-value is similar to that of another statistical test. Furthermore, in statistical procedures and
calculations, we relied on the Student's t-test, which is conducted in order to determine the possible origin
of two samples from two basic files with the same average value. Finally, a cluster analysis was applied.
Cluster analysis is a form of clustering, i.e. grouping the items according to certain common features. The
primary role of cluster analysis is to break down a set of items into several relatively homogenous subsets.
In our case, we chose cluster analysis to identify the common features and similarities of the target
markets the family businesses would like to penetrate. A great advantage of cluster analysis is also the
possibility of graphical presentation in form of dendrogram. In our research, the Ward's method was
used, which helps to organize the target markets (individual states).
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We formulated the following hypotheses:

H1: More than half of the family businesses surveyed would prefer to enter an international business environment they
prefer instead of the domestic environment.

Using the Chi-square test, we examined the relationship of the respondents in relation to entering the
international business environment. We formulated the relevant hypotheses and quantified the p-value
for our monitored set. We conducted our research at a significance level of 5%. The p-value was 0.6235,
which was compared to the level of significance. It is clear from the above comparison that Hypothesis
Ho is approved. It means that the family businesses do not enter the international environment in a
targeted way. Practically, penetration of international markets of the companies participating in the
research is random and not planned activity.

The next hypothesis was set as the following:
H2: There is a difference in the perception of motivation entering international markets among the surveyed businesses.

Hypothesis H2 addressed the partial issue of motivation, why family business are interested in
internationalization of their entrepreneurial activity. We identified some factors why businesses decide
on internationalization. The surveyed family business were divided into two groups, those already
operating on international markets, and those that have not had an experience with entering foreign
markets. A t-test was applied for statistical analysis at a significance level of 5%. The zero hypothesis is
set as there is no difference in terms of motivation to internationalise among the preferred enterprises.
112 enterprises from 156 included in the survey has already had experience with the international business

environment. Based on the calculations made by statistical software, the results are presented in Table
1.

Table 1 Quantification of t-tests

Method Mean 95% CL Mean |Std Dev 95% CL Std Dev
24464 | 2 2878 2.6051 08472 07489 09755
21333 | 1.7217 2.5449 07432 05441 11721
Pooled 0.3131/-0.1418 0.7681 08362 07442 0.9545
Satterthwaite (0.3131 -0.1218 0.7480

Method Variances DF |t Value Pr = |t|
Pooled Equal 125 1.36 0.0048
Satterthwaite Unequal 19.224  1.51 0.0065

Equality of Variances
Method MNum DF |Den DF F Value Pr>F
Folded F 111 14 1.30 0.6009

(Source: own calculations)

Based on the calculated values presented, we can conclude that there is a significant difference in terms
of motivation of the surveyed enterprises to internationalise their activities. Enterprises that have already
established themselves on foreign markets have different motivating factors to do business internationally
than those who have not entered foreign markets yet.
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As the last in-depth statistical analysis, a cluster analysis was chosen. The Ward's method was used for
our analysis, and the obtained results are presented in form of a hierarchical graph. This clustering
method is called the method of minimum variance. This means that it minimizes the increase the amount
of square deviation items from their centroids.

Figure 1 Cluster analysis — Ward's method
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Figure 1 shows the dendogram obtained by applying the Ward's method. The output is the division of
states into two clusters. The first cluster is made up of target markets that concern the Visegrad Four
states. Family businesses find better opportunities entering these markets than operating on domestic
markets. It is important to emphasize that the closest foreign market for companies is the Czech Republic.
The second group in the first cluster is formed by the markets of Hungary and Poland. Slovak companies
are close to these target markets. It can be explained by the similar culture, history and consumer
preferences. The language barrier is not significant as well. The second cluster is formed by distant target
markets for family businesses. In the second cluster, we can see smaller subgroups again. One of them
consists of the states of the former Yugoslavia, e.g. Serbia and Croatia, joined by Ukraine. These markets
have no significant language barriers. The Slavic culture and consumer behaviour are similar. Successful
family businesses were able to penetrate also the more competitive market of Lithuania and western
Germany. This speaks about the high quality of the products of these businesses. These international
business activities help family businesses not only gain better value for their investment, but also grow
on the foreign market they entered. They have an opportunity to increase their competitiveness as well.
Diversification undoubtedly helps family businesses not only survive, but also grow in a turbulent and
competitive business environment.

CONCLUSIONS

Entrepreneurship in the 21st century is influenced by different factors, regional, national, and global
factors, which have a relevant impact on the national economy and the enterprises themselves. We are
increasingly observing the impact of globalisation and widening internationalization on macro and
microeconomic levels. The international economic cooperation emerging between all economic players,
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organisations, institutions, and states is subject to numerous dynamic changes. These directly change the
conditions for conducting business activities. Today, large and multinational companies and other groups
of businesses enter the international business environment. These include family businesses, which are
also trying to seek new markets for their products and activities beyond the domestic boundaries.

There is not an adequate number of published studies related to the international activity of family
enterprises in general. The number of studies published about the internationalization activity of Slovak
family enterprises stays at the minimum. This was also one of the motives for examining the current
situation in this field. This study aimed to identify the current trend in the international business activity
of family enterprises in terms of their territorial activity. Partial objectives were to examine the motives
why companies decide to enter the international business environment. Based on the survey results in
selected regions of Slovakia, we can conclude that international entrepreneurship is becoming an active
phenomenon among small and medium-sized family businesses. However, we cannot discuss targeted
activity based on the researched sample. It is more likely a random decision triggered by specific
incentives. A hidden incentive behind entering international markets is the opportunity to expand the
activity on new markets. We also examined whether the family businesses in our sample penetrated the
nearest markets, i.e., the Visegrad Four markets, or went beyond the borders of V4 group. Based on the
hypothesis verification, we can conclude that Slovak family enterprises penetrate the markets beyond the
V4 group's borders. This means that in addition to Poland, the Czech Republic, and Hungary, these
companies are also trying to establish themselves in other markets. The markets of former post-
communist countries dominate, most often Ukraine, Bulgaria, Croatia, Serbia, Lithuania, but also
Germany, for example. In the future, it is possible to anticipate a stronger interest in developing the
international business activities of Slovak family businesses to improve their market position, increase
their performance, and boost their competitiveness.
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