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INNOVATIVENESS AND FINANCIAL
RESOURCES DIVERSITY OF SLOVENIAN
EARLY-STAGE ENTREPRENEURS

ABSTRACT

This paper focuses on the diversity of financial resources for Slovenian early-stage entrepreneurs. In the
empirical study, we examined whether early-stage entrepreneurs with different characteristics regarding
innovativeness also differ regarding the mode of obtaining financial resources, where the average number
of used financial resource types and the average share of owned financial resources provided were analysed.
Demographic characteristics (age and gender) of early-stage entrepreneurs were also taken into account.
As results suggest, there are differences in the diversity of financial resources used between groups of early-
stage entrepreneurs in relation to various aspects of their innovativeness. However, a statistically significant
difference occurred only when analysing innovativeness in terms of technology. Results also indicate that
there are statistically significant differences between groups of entrepreneurs according to their age, in both
the number of financial resources used and the share of own financial resources provided. On the other
hand, results don’t indicate any statistically significant gender differences, either in the number of financial
resources used or in the share of own financial resources provided.

This paper is based on Global Entrepreneurship Monitor (GEM) data for Slovenia; the large number of
countries participating in the world-wide GEM research enables the international comparability of the
topic analysed. As such, this research provides important insights into early-stage entrepreneurs’ behaviour
in a country context.

Keywords: Financing, own financial resources, innovativeness, demographic factors, early-stage entrepre-
neurs

1. Introduction participating countries. The importance of multi-
country studies of entrepreneurial activity in ena-
bling the comparison and replication of research
and generating meaningful contributions to schol-

The core contribution of this paper relates to the
analysis of diversity of financial resources used by
Slovenian early-stage entrepreneurs. This paper is
based on data from the GEM Slovenia 2015 data-  arship, practice, and policy is outlined (Terjesen et
base. The possibility of comparisons with findings al,, 2016). This is especially important when pro-
referring to other countries and regions participat- ~ cesses in Slovenia are analysed in comparison with
ing in GEM is a major advantage of this world-wide  the broader regional European and global environ-
research project. Namely, in 2015 GEM included 60  ment.
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GEM defines early-stage entrepreneurs in the Total
Early-Stage Entrepreneurial Activity (TEA), which
include nascent and new entrepreneurial activities.
TEA indicates the prevalence of individuals engaged
in nascent entrepreneurship and in the new enter-
prise ownership for the adult population (18 to 64
years of age). Nascent entrepreneurs are those who
have taken steps to start a new business (to own and
manage it at the same time), but have not yet paid
salaries or wages for more than three months. New
entrepreneurs are running a new business as (co)
owners and managers that have been in operation
for between 3 and 42 months (i.e. 3.5 years) (Daniels
et al, 2016: 21).

This paper provides an answer to the question: If
groups of early-stage entrepreneurs that differ ac-
cording to the innovativeness, age and gender dif-
fer also regarding the mode of obtaining financial
resources, where were the number of used financial
resources types and the average share of own finan-
cial resources provided analysed?

There is no doubt about the importance of small-
and medium-sized businesses for national econo-
mies. In their study, Davidsson and Delmar (2002)
have shown the great impact of small and medium
businesses (attention was focused mainly on nas-
cent and new entrepreneurs in the early years of
operation) on national employment and economic
growth. Since the financial resources and their
availability have an important influence on enter-
prises’ operations, and thus also on the overall en-
trepreneurial activity and economy in general, we
believe this topic deserves special attention.

Access to financial resources is one of the key ele-
ments that have an impact on the development and
growth of small and medium-sized enterprisesl
many of which belong to the early-stage entrepre-
neurs. The lack of financial resources or inadequate
financial resources may lead to inability of proper
functioning of these enterprises or to the inability
of proper realization of opportunities. This could
negatively influence the growth process of these
enterprises (Carter, Van Auken, 2005; Eddleston et
al,, 2014; Wu et al., 2007; Bewaji et al., 2015; Shane,
Cable, 2002). This implies that the acquisition of fi-
nancial and other resources is one of the key chal-
lenges of modern entrepreneurial process (Grichnik
etal., 2014).

Innovation and entrepreneurship are closely con-
nected concepts. It is argued that entrepreneurs
disrupt market equilibrium by introducing new
product-market combinations into a market, teach-

ing customers to want new things, and driving out
less productive firms as their innovations advance
the production frontier. Innovation capabilities are
thus important to an economy’s ability to become
competitive, particularly in higher-productivity sec-
tors (Daniels et al., 2016: 39). Innovations could differ
between each other, because they could be disruptive
(new ideas that change the status quo) or more or
less focused on small changes in the existing situa-
tion (Dyer et al., 2011). Innovativeness represents the
most frequently used measure of the degree of new-
ness of an innovation (Garcia, Calantone, 2002: 112).

GEM Entrepreneurial Finance Report (Daniels et
al., 2016: 26) data indicate that entrepreneurs in
innovation-driven economies, as compared to ef-
ficiency- and factor-driven economies, on average
use higher amounts of formal resources (especially
resources from banks, venture capital, and govern-
ment and crowdfunding). With this research we
aim to find out if different aspects of innovative-
ness are related to the financial resource diversity
and if innovativeness creates differences between
early-stage entrepreneurs in an innovation-driven
economy (in the case of Slovenia).

We believe that the important contribution of this
paper is also represented by the following points.
Firstly, despite the huge significance of this topic,
there is a limited amount of knowledge and previ-
ous research. Secondly, the existing research stud-
ies are mostly focused on the association between a
single factor (innovativeness, demographic factors)
and a single financial resource. Therefore, we see in
our research an advantage in combining more than
one financial resource, which allows us to see the
wider picture of entrepreneurs’ decisions within the
Slovenian entrepreneurial ecosystem in comparison
with the international context of GEM.

2. Literature review and hypotheses

Past entrepreneurship research studies have high-
lighted several characteristics that affect entrepre-
neurial behaviour and performance. Among them,
researches often emphasise the importance of in-
novation (Teece, 2007) and the influence of demo-
graphic and personal characteristics (Shane, 2003;
Krueger Jr. et al., 2000).

Innovativeness is most frequently used as a measure
of the degree of newness of an innovation. Although
the majority of research takes a firm’s perspective
toward newness, it can be also viewed differently,
such as newness to the world, to the adopting unit,
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to the industry, to the market, and/or to the con-
sumer (Garcia, Calantone, 2002: 112).

For the purposes of this research, we will focus on
the definition of innovativeness that is used in GEM,
which is in line with the above presented aspects.
Therefore, innovativeness is analysed from three
different points of view, which are the technologi-
cal point of view, newness from consumers’ point of
view, and the competitors’ point of view (Rebernik
et al., 2016: 43). Entrepreneurs are innovative in the
technological point of view if they use technologies
that are available on the market for less than a year,
from the aspect of newness to consumers if their
enterprises offer products/services that are new to
all consumers, and from the competition’s point of
view if entrepreneurs operate on markets with no
competitive businesses (ibid, 2016: 43).

Common to all three aspects of innovativeness is
novelty, either in terms of the technology used or
for the consumers and competitors. This is in line
with the findings of Garcia and Calontane (2002:
112-113) who have pointed out that despite the fact
that there are many different aspects of innovative-
ness, these aspects have a common point, which is
related to market or to technological factors.

Past research has shown that innovative small- and
medium-sized enterprises have, on average, higher
demand for external capital, and that this demand
seems to have increased since the financial crisis
(Lee et al., 2015: 379). According to GEM Entre-
preneurial Finance Report, innovative entrepre-
neurs need about 1.5 times more funds to start their
business than non-innovative entrepreneurs from
innovation-driven economies (Daniels et al., 2016:
7). These entrepreneurs are also more likely to be
turned down for financing than others, and this
situation worsened significantly in the wake of the
2008 financial crisis (Lee et al., 2015: 370). Innova-
tiveness, especially among early-stage enterprises,
can increase the already high level of risk related
to these businesses. Thus, early-stage innovative
businesses perceive, on average, more financial
constraints than established innovative businesses
(Schneider, Veugelers, 2010). The role of firm’s in-
novativeness in obtaining financial funds is vague.
Despite the fact that some previously mentioned
research findings claim that innovative businesses
may have difficulties in acquiring and obtaining
financial resources, other research has shown that
innovativeness can even provide better access to
financial resources, especially to venture capital in-
vestments (Engel, Keilbach, 2007) or to the business

angels’ capital investments (Bilau, Sarkar, 2016), be-
cause it may create strategies that could lead to fast
growth and high profitability. Innovativeness, espe-
cially from a technological point of view, causes ma-
jor investments into new technologies, and because
of that, innovative enterprises will very likely need
to use more types of financial resources to cover all
their financial needs.

Due to the increased financial needs of innovative
entrepreneurs and increased usage of financial re-
sources, we believe that the share of entrepreneurs’
own financial resources, given the total financial
resources needed, will be smaller for these entre-
preneurs, as compared to non-innovative entrepre-
neurs whose financial needs are smaller.

On the basis of past research results presented
above, we created the following hypotheses:

HI1: Innovative early-stage entrepreneurs, on av-
erage, use more diversified financial sources than
non-innovative early-stage entrepreneurs.

H2: Innovative early-stage entrepreneurs, on aver-
age, use a smaller share of their own financial re-
sources than non-innovative entrepreneurs.

Since innovativeness is studied from three different
aspects in this research, the following three research
hypotheses are formed with the purpose to test H1:

H1(A): Early-stage entrepreneurs that offer prod-
ucts/services that are new to all consumers, on av-
erage, use more diversified financial sources than
early-stage entrepreneurs who don’t.

HI1(B): Early-stage entrepreneurs who operate in
markets without Competitors, on average, use more
diversified financial sources than early-stage entre-
preneurs who don't.

H1(C): Early-stage entrepreneurs who use new
technologies that are available on the market for
less than a year, on average, use more diversified fi-
nancial sources than early-stage entrepreneurs who
don't.

For testing H2, three research hypotheses are
formed as well:

H2(A): Early-stage entrepreneurs who offer prod-
ucts/services that are new to all consumers, on av-
erage, use a lower share of own financial resources
than early-stage entrepreneurs who don't.

H2(B): Early-stage entrepreneurs who operate on
market without competitors, on average, use a low-
er share of own financial resources than early-stage
entrepreneurs who don't.
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H2(C): Early-stage entrepreneurs who use new
technologies that are available on the market less
than a year, on average, use a lower share of own
financial resources than early-stage entrepreneurs
who don't.

Another important element in the past entrepre-
neurial research was demographic characteristics
of entrepreneurs. Here, we limited our research
only to the age and gender of early-stage entrepre-
neurs, since they are the most commonly used de-
mographic factors (often in the context of control
variables) in previous entrepreneurial studies.

The age of entrepreneurs can play an important role
in deciding on the usage of diverse financial resourc-
es, as small business finance literature suggests that
older entrepreneurs tend to be less willing to invest
additional finances into their businesses (Romano
et al., 2001: 294). As shown in research of Romano
et al. (2001), external equity seeking is less likely to
be a consideration for older family business entre-
preneurs and those who have a strong preference
for retaining control. The logic from family business
studies can be, in our opinion, transferred to early-
stage entrepreneurs’ financial decision-making pro-
cess. Although the entrepreneur’s age was found to
enhance capital acquisition and improve the ease of
obtaining resources (Neeley, Van Auken, 2010: 25),
it was also found that older and more “rigid” entre-
preneurs seem to have more difficulty in the finance
acquiring process (Hustedde, Pulver, 1992). The
reason for this could be the flexibility of younger
entrepreneurs and their less traditional behaviour.

On this basis, we have formed the following hypoth-
eses:

H3: Younger early-stage entrepreneurs, on average,
use more diversified financial sources, as compared
to their older counterparts.

H4: Older early-stage entrepreneurs, on average,
use a higher share of their own financial resources,
as compared to their younger counterparts.

The next important demographic characteristic is
gender. Some past research studies have shown that
gender has an important role in enterprise financ-
ing, in a way that a greater proportion of female
entrepreneurs perceived financial barriers as im-
portant constraints in their business, as compared
to their male counterparts (Kwong et al., 2012:
75). This is in line with findings of Roper and Scott
(2009) that women may face or perceive greater bar-

riers in start-up phases, but at the same time, they
also didn’t find any evidence that this is likely to
have a significant effect on differences regarding the
start-up activities of women, as compared to men
(ibid, 2009: 162). The findings also show that finan-
cial resource providers’ (for example microfinance
institutions) preferences for female borrowers var-
ies internationally, but the fact that microfinance
institutions focus on female borrowers is gener-
ally attributed to two reasons: trustworthiness and
greater social impact (Aggarwal et al., 2015). Next,
there is the debate if gender has an influence on fi-
nancial decisions made by entrepreneurs. Jia et al.
(2008: 573) have shown that female entrepreneurs
most often choose sole-funded business structures,
and that their main financial resources of initial
funding are their own savings and borrowing from
family members, relatives, and friends.

The effect of gender on financing is, therefore,
vague. We believe that these positive and negative
impacts negate each other, which has been shown
in a study of Neeley and Van Auken (2010), where
findings suggest that bootstrap finance methods
(resources from family and friends—informal types
of financial resources) were similar among female-
and male-owned small enterprises.

Because of that, we have formed the following hy-
potheses:

H5: Male and female early-stage entrepreneurs, on
average, do not differ regarding the diversity of fi-
nancial sources used.

H6: Male and female early-stage entrepreneurs, on
average, do not differ regarding the share of own fi-
nancial resources used.

Demographic factors can also influence the growth
aspirations of entrepreneurs. Growth requires sub-
stantial financial resources (Moreno, Casillas, 2007:
75), so this could result in the financial decisions
made by early-stage entrepreneurs about the diver-
sity of financial resources needed or about the share
of entrepreneurs’ own financial resources provided
for the enterprise. On the basis of the data available,
we cannot say that, in Slovenia, male entrepreneurs
have higher growth aspirations than female entre-
preneurs (Tominc, Rebernik, 2006: 47), but never-
theless, the topic of growth aspirations within the fi-
nancial context is beyond the focus of this research.
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3. Methodology and data

3.1 Sample characteristics

This empirical research is based on GEM national
data of the Republic of Slovenia for the year 2015.
A random sample consists of 2,009 individuals be-
longing to the adult (18-64 years) population. With-
in GEM research the early-stage entrepreneurs
were identified (N = 119). For testing hypothesis
H1, H3 and H5 the complete data basis consisted of
72 early-stage entrepreneurs, while for H2, H4, and
H6 the complete data basis consisted of 42 early-
stage entrepreneurs.

Early-stage entrepreneurs included in the sample
don’t use many different types of financial sources.
More than two-thirds of entrepreneurs (approxi-
mately 71%) don't use any of the studied financial
sources or they use only one of the seven possible
types. The percentage of entrepreneurs using sever-
al different types of financial sources is low. Only 4%
of entrepreneurs have indicated that they use four
of the seven possible types of financial sources. In
our sample there were no entrepreneurs who would
use five or more types of financial sources.

The share of entrepreneurs’ own resources provided
by the early-stage entrepreneurs themselves in Slo-
venia is, on average, approximately 73% of all used fi-

nancial resources, which places Slovenia in the upper
half of European countries (Daniels et al., 2016: 24).

Our sample of 72 early-stage entrepreneurs consist-
ed of 54 (representing 75%) male entrepreneurs and
18 (representing 25%) female entrepreneurs. Similar
ratios between male and female entrepreneurs can
be found in the majority of innovation-driven coun-
tries (Rebernik et al., 2016: 25). The age pattern of
entrepreneurship activity is relatively homogenous
all over the world. The highest participation rate is
among the 25- to 34-year-olds (ibid, 2016: 24). These
age patterns also apply to our sample of early-stage
entrepreneurs. Entrepreneurs aged between 25 and
34 represent approximately 44% of all early-stage
entrepreneurs included in our research, followed by
entrepreneurs aged between 35 and 44 (represent-
ing 26%) and 45 and 54 years (18%). The age groups
of 18—-24 and 55-64 have the smallest proportion of
early-stage entrepreneurs (in each category, approxi-
mately 6%). The youngest early-stage entrepreneur is
22 years old, and the oldest is 62 years old. The aver-
age age of early-stage entrepreneurs included in our
sample is 36 (Standard Deviation = 10.456).

3.2 Variables

In the next three tables, we describe the variables used.

Table 1 The number of financial resources used and the share of entrepreneurs’ own financial resources

provided

Variable

Design and values

Number of financial sources used

For each type of financial resource

Dichotomous variable (0 — doesn’t use; 1 — does use) is formed. The number
of financial resources used by each early-stage entrepreneur is established.

Share of own financial resources provided

Continuous numeric variable with value from 0 to 100 percent.

Source: GEM Slovenia 2015 database

Table 2 Innovativeness variables

Variable

Design and values®

Innovativeness in the aspect of
novelty to the consumers

Dichotomous variable (0 — enterprise offers products/services which are already
known to some or all (potential) customers; 1 — enterprise offers products/ser-
vices that are new to all customers)

Innovativeness in the aspect of
competitors

Dichotomous variable (0 — enterprise operates in markets with few or many
competitors; 1 — enterprise operates in markets with no competitive businesses)

Innovativeness in the aspect of
used technology

Dichotomous variable (0 — enterprise uses technologies that are available on the
market for more than a year (not new technologies); 1 — enterprise uses tech-
nologies that are available on the market for less than a year (new technologies))

Source: GEM Slovenia 2015 database
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The literature review, described in Section 2 of this
article, revealed the importance of demographic fac-
tors, especially gender and age. Because of that, an
important part of our research paper is focused on

Table 3 Demographic variables

researching the relationships between these two de-
mographic variables and financial resources diversity
and the share of their own financial resources pro-
vided by the early-stage entrepreneurs in Slovenia.

Variable Design and values
gender Dichotomous variable (0 — male; 1 — female)
Dichotomous variable (0 — entrepreneurs that are up to 34 years old; 1 — entrepreneurs
age
that are 35 years old or older)

Source: GEM Slovenia 2015 database

3.3 Methodology

To test the research hypotheses, we have used IBM
SPSS Statistics 24.0 software. The research hypoth-
eses were tested using non-parametric testing for
differences between two independent samples — us-
ing the Mann-Whitney U test — since the variables
analysed were not normally distributed (Shapiro-
Wilks and Kolmogorov-Smirnov tests*). The Mann-
Whitney U test is a non-parametric test that is used
to test statistical differences in mean ranks for two
independent groups, where the variable studied is
not normally distributed. To use the Mann-Whitney
U test, several assumptions must be fulfilled. These
assumptions are: numeric dependent variables and
dichotomous independent variables, as well as inde-
pendence between the groups included.

Simultaneously with the test results, the descriptive
statistics results are presented.

The 5% significance level was used to test the hy-
potheses.

4. Empirical results and discussion

Table 4 shows the results of testing H1(A), H1(B), and
H1(C). The results were supplemented with the aver-
age number of financial sources used. The share of
early-stage entrepreneurs who are innovative regard-
ing a particular aspect of innovativeness (entrepre-
neurs who offer products that are new to all consum-
ers, operate in the industry without any competing
businesses, or use technology that is available on the
market for less than a year) is between approximately
10% and 20% of all early-stage entrepreneurs.

Table 4 Innovativeness and number of financial resources used

Early-stage Mean Asymo. Si
entrepreneurs Mean Rank (number of (2yt li d)g

(N) financial sources) -tatle
Innovativeness in the non-innovative 58 35.55 1.10
aspect of novelty to 0.410
the consumers innovative 14 40.43 1.36
Innovativeness in the non-innovative 63 35.79 1.13 0425
aspect of competitors innovative 9 41.44 1.33 )
Innovativeness in the non-innovative 64 33.70 1.00
aspect of technology . . 0.001
used innovative 8 58.88 2.38

Source: Own calculations based on GEM, Adult population survey Slovenia, 2015

In the fourth column of Table 4, the average (mean)
ranks are presented, which in our case indicate
that preferences for usage of more diverse financial
sources (in other words, usage of financial resources
from more providers) differ between groups of in-

novative or non-innovative entrepreneurs, regard-
less of the studied aspect of innovativeness. As
presented in Table 4, regarding all three aspects of
innovativeness, innovative entrepreneurs, on aver-
age, use more diversified financial sources, but the
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difference is statistically significant only in the case
of innovativeness from a technological point of view
(p < 0.05). Thus, the conclusion is that early-stage
entrepreneurs who use the technologies that are
available on the market for less than a year, on aver-
age, use more different types of financial sources (on
average 2.38 different types of financial sources) as
compared to those who use older technologies (on
average 1.00 financial source). Therefore H1(A) and
H1(B) are rejected, while H1(C) is not rejected.

By testing the hypotheses H1(A), H1(B) and H1(C)
we found that the first hypothesis H1 can be partly
confirmed. GEM defines innovativeness from three
different aspects, which include costumers, com-
petitors, and technologies. Thus it is crucial to study
innovativeness through these different aspects and
not as a homogeneous phenomenon that bundles
all aspects of innovativeness together. The results
of empirical study confirm the hypothesis from the
standpoint of technological view of innovativeness
and not from the number of (potential) customers
or competitors’ view-point.

In the international comparisons, it is shown that
differences between innovative and non-innova-
tive entrepreneurs regarding the average (median)
amount of financial resources required are highest
in North America (Daniels et al., 2016: 40). Differ-

ences are also obvious in other innovation-driven
economies around Europe. In innovation-driven
economies, innovative entrepreneurs need about
1.5 times more funds to start their business than
non-innovative entrepreneurs. On average, Euro-
pean innovative entrepreneurs need approximately
20,000 € to start a business and non-innovative en-
trepreneurs only approximately 15,000 € (ibid). This
difference between innovative and non-innovative
entrepreneurs is obvious also in our research. Anal-
ysis of median values of total money required to
start a business with regard to technological inno-
vations has shown that innovative early-stage entre-
preneurs in our sample, on average, need approxi-
mately 30,000€, and non-innovative early-stage
entrepreneurs only need approximately 10,000€,
when analysing the technological aspect of inno-
vativeness. Therefore, they will probably use more
diverse financial resources to reach the expected
amount. This statement is supported by results of
statistical analysis of correlation. The correlation
coefficient between the average amount of financial
resources used and financial source diversity (num-
ber of used types) is 0.317, and it is statistically sig-
nificant (p = 0.030), indicating the positive linear re-
lationship between variables: the higher the amount
of financial resources needed, the higher, on aver-
age, the number of financial sources used.

Table 5 Innovativeness and share of own financial resources provided by the early-stage entrepreneur

Early-stage en- Mean Asymp. Sig
trepreneurs (N) ML (In %) (2-tailed)
Innovativeness in the non-innovative 34 22.94 0.78
aspect of novelty to the 0.077
consumers innovative 8 15.38 0.51
Innovativeness in the non-innovative 35 22.11 0.75
. 0.413
aspect of competitors innovative 7 18.43 0.63
Innovativeness in the non-innovative 38 22.32 0.76
0.134
aspect of used technology innovative 4 13.75 0.46

Source: Own calculations based on GEM, Adult population survey Slovenia, 2015

Table 5 presents the differences between average
shares of financial resources provided by early-stage
entrepreneurs themselves separately for non-inno-
vative and innovative early-stage entrepreneurs in
relation to different aspects of innovativeness.

In the sample, as can be seen from the mean ranks,
innovative entrepreneurs (regarding all three as-
pects of innovativeness) have lower preferences to

use their own financial resources. That is confirmed
by analysing the average (mean) share of their own
financial resources provided by innovative entrepre-
neurs in comparison to non-innovative early-stage
entrepreneurs. In all aspects of innovativeness, in-
novative entrepreneurs in the sample use lower
shares of their own financial resources, as compared
to non-innovative early-stage entrepreneurs.
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EKONOMSKI VJESNIK / ECONVIEWS



Blaz Freser, Polona Tominc: Innovativeness and financial resources diversity of Slovenian early-stage entrepreneurs

This is in line with expectations that entrepreneurs
who want to achieve innovativeness usually need
more financial resources, and this can lead to the
situation that the share of their own financial re-
sources is smaller (although it may not be smaller in
terms of absolute values in monetary units). Inno-
vative entrepreneurs, in that way, cover their finan-
cial needs not with their own financial resources,
but with external sources of financing to a larger
extent. This is in line with findings that innovative
entrepreneurs have more need for external financial
resources (Lee et al., 2015: 379).

However, the sample differences are not statistically
significant (p > 0.05). Therefore, hypotheses H2(A),
H2(B), and H2(C) are rejected.

Therefore, the hypothesis H2 can also not be con-
firmed.

Tables 6 and 7 refer to the differences in the diver-
sity of financial sources used and differences of the
share of entrepreneurs’ own financial resources
provided, both regarding the age of early-stage en-
trepreneurs; the results of testing H3 and H4 are
presented.

Table 6 Age of entrepreneurs and number of financial resources used

Early-stage Mean Asymp. Sig
entrepreneurs (N) e e (number of financial resources) (2-tailed)
34 or less 36 41.75 1.44
Age 0.025
35 or more 36 31.25 0.86

Source: Own calculations based on GEM, Adult population survey Slovenia, 2015

From a total of 72 early-stage entrepreneurs in the
sample, exactly half of them (N = 36) belong to the
younger generation.

From the average (mean) rank, we can see that this
rank is higher in the group of younger entrepre-
neurs, meaning that they have, on average, higher
preferences for usage of more diverse financial
sources from more different providers. This is re-
flected also in the mean values, indicating that
younger entrepreneurs, on average, use more than

one type of financial sources (out of seven possible
forms), and that older entrepreneurs in a sample, on
average, use less than one type of financial sources.

The difference is statistically significant (p < 0.05).
Because of that, hypothesis H3 is not rejected —
younger entrepreneurs indeed use more types of
financial sources than older entrepreneurs. Table 7
refers to the analysis of the age of early-stage en-
trepreneurs and the share of their own financial re-
sources provided.

Table 7 Age of entrepreneurs and share of own financial resources, provided by the early-stage entre-

preneur
Early-stage entre- Mean Asymp. Sig
preneurs (N) R (share) (2-tailed)
34 or less 23 17.78 0.60
Age 0.015
35 or more 19 26.00 0.88

Source: Own calculations based on GEM, Adult population survey Slovenia, 2015

The mean rank is higher in the group of older en-
trepreneurs (entrepreneurs who are 35 or older),
indicating that these entrepreneurs, on average,
have higher preferences to use their own financial
resources. This is reflected also in the mean values,
indicating that younger entrepreneurs, on average,
use approximately two-thirds of their own financial
resources and only one third of external financial
resources. On the other hand, older entrepreneurs
depend more on their own financial resources.

The difference is statistically significant (p < 0.05).
Because of that, hypotheses H4 is not rejected —
older entrepreneurs indeed have a significantly
higher share of their own financial resources in the
total amount of financial resources.

These results are also in line with the previous find-
ings from past research, which suggests that older
entrepreneurs tend to be less willing to invest ad-
ditional finances into their businesses, and that
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older family business owners will less likely show
the interest for external equity seeking, because
they have a strong preference for retaining control
(Romano et al.,, 2001), meaning that they will use
and rely more on their own financial resources.
This logic is also confirmed by hypotheses H3 and
H4, since older entrepreneurs use, on average, less
diversified financial sources and have higher pref-
erences to use their own financial resources, as
compared to those who are younger. The reason for
this could be the fact that young people often have
no credit history or assets to serve as collateral in
order to secure loans from financial institutions.
In the 25- to 34-age cohort, in addition, individu-

als may not yet reach the career position offering
high salaries and perks (less opportunity cost) or
they may have fewer financial obligations, such as
families to support and loan repayments (Daniels
et al., 2016: 31), which could lead them to more in-
novative approaches and more flexibility in the fi-
nance acquisition process. But on the other hand,
older entrepreneurs have had time to develop their
skills and knowledge through education, as well as
through work experience, building their confidence
in their own abilities and their networks, which
could increase the possibility of better access to
finance, and they may have accumulated other re-
sources, such as personal savings (ibid).

Table 8 Gender and number of financial sources used

Early-stage Mean Asymp. Sig
entrepreneurs (N) Bl il (number of financial resources) (2-tailed)
male 54 36.56 1.17
Gender 0.967
female 18 36.33 1.11

Source: Own calculations based on GEM, Adult population survey Slovenia, 2015

Table 8 shows gender differences between early-
stage entrepreneurs regarding the diversity of fi-
nancial resources. As we can see, the differences
between male and female entrepreneurs are very
small. The difference between male and female en-

trepreneurs is also not statistically significant (p >
0.05). Because of that, hypothesis H5 — male and
female early-stage entrepreneurs, on average, do
not differ regarding the diversity of financial re-
sources used — is not rejected.

Table 9 Gender and share of own financial resources provided

Early-stage entrepreneurs Mean . q
(N) Mean Rank (In %) Asymp. Sig (2-tailed)
male 33 21.18 0.72
Gender 0.717
female 9 22.67 0.76

Source: Own calculations based on GEM, Adult population survey Slovenia, 2015

In Table 9, results for testing H6 are presented. Gen-
der differences regarding the usage of entrepreneurs’
own financial resources are minimal. In the sample,
male entrepreneurs, on average, use 72% of their own
financial resources whereas female entrepreneurs
provide 76% of total financial resources needed.

The difference isn't statistically significant. Because
of that, hypothesis H6 — male and female early-
stage entrepreneurs, on average, do not differ re-
garding the share of own financial resources used
— is not rejected.

Previous entrepreneurial research findings that deal
with the gender perspective indicate the possibility
of both positive and negative impacts of gender on
enterprise financing or on financial decisions made

by entrepreneurs (in relation to barriers, acces-
sibility, and networking). Findings in GEM Entre-
preneurial Finance report shows that, in Slovenia,
female and male entrepreneurs need on average the
same amount of finance to start their enterprises
(on average approximately 10,000€) (Daniels et al.,
2016: 30). From this we can conclude that gender
differences regarding the diversity of financial re-
sources used also don’t exist, and this was shown by
the results in the Tables 8 and 9.

5. Conclusion

The aim of this research is to analyse different char-
acteristics of financial resources of Slovenian early-
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stage entrepreneurs regarding the differences in
their innovativeness and demographic factors. Our
empirical research focuses on analysing the average
number of types of financial sources used and, on
average, the share of entrepreneurs’ own financial
resources provided between innovative and non-
innovative groups of early-stage entrepreneurs and
groups broken down by gender and age.

Our research focuses on one of the key challenges
of the modern entrepreneurial process, which is the
issue of acquiring and obtaining financial resources.
Their availability is, in fact, one of the key elements
in the development and in the growth process of
small- and medium-sized enterprises®, where we
can find most of the enterprises belonging to early-
stage entrepreneurs.

The results show that innovativeness, especially
from a technological point of view, can create statis-
tically significant differences in the average number
of used types of financial sources between innova-
tive and non-innovative early-stage entrepreneurs.

Despite the fact that some previous research find-
ings sometimes define innovative businesses as
those that may have difficulties in acquiring and
obtaining financial resources, other research has
shown that innovativeness can enable better ac-
cess to venture capital investments (Engel, Kelbach,
2007) or to the business angels’ capital investments
(Bilau, Sarkar, 2016). The key element is that inno-
vative enterprises/entrepreneurs have higher finan-
cial needs, and because of that, they will need to
use more external financial resources. This is also
confirmed by the results of our empirical research,
which indicates that innovative entrepreneurs, on
average, use more diverse financial sources, but the
difference is statistically significant only from the
technological point of view.

In the empirical research, we have also examined
the connection between two demographic factors
(age and gender) and the average number of finan-
cial sources used, as well as regarding the average
share of financial resources provided by early-stage
entrepreneurs. The results confirmed previous re-
search findings of statistically significant effect of
entrepreneurs’ age on the financial sources used
and on the share of entrepreneurs’ own financial re-
sources. Thus, younger entrepreneurs, on average,
use more types of financial sources and consequent-
ly a smaller share of their own financial resources.
Unlike entrepreneurs’ age, gender differences were

not found to be significant. Nevertheless, we would
like to point out that research studies regarding
entrepreneurship are extremely heterogeneous,
meaning they cannot be simply compared to each
other, because different samples of entrepreneurs
represent different characteristics of selected enter-
prises or characteristics of national entrepreneur-
ship ecosystems.

Our research represents an important contribution
to the understanding of Slovenian early-stage entre-
preneurs’ financing, since it deals with the connec-
tion between innovativeness, demographic factors,
and financial decisions of early-stage entrepreneurs,
which has not been analysed so far.

This paper also allows us to see the wider picture of
entrepreneurs’ decisions within the Slovenian en-
trepreneurial ecosystem in comparison with the in-
ternational context of GEM. As presented in the pa-
per, Slovenian innovative early-stage entrepreneurs
(technological point of view) have more financial
needs than average innovative entrepreneurs in Eu-
rope. Innovative and non-innovative entrepreneurs
in Slovenia are also more prone to use own financial
resources than many entrepreneurs from other Eu-
ropean countries. This could indicate that Slovenian
policy makers should put their efforts into enabling
financial diversity by establishing access to several
external financial sources. Also many of the previ-
ous models of entrepreneurial finance remain rel-
evant today, including informal investment through
the founders themselves, as well as borrowing from
friends, family, and colleagues. Venture capital (VC)
investments, particularly in developed economies,
remain important for high-impact enterprises. How-
ever, newer financing models, including business an-
gels, microfinance, and small business accelerators,
have matured considerably over the past 10 years
(Daniels et al., 2016: 4), and if policy makers want to
create potential for prosperity, they need to be flex-
ible in regard to fast-changing global economy.

5.1 Limitations and opportunities for future
research

This research includes some important limitations.
First, our research is limited to the data from the
GEM database. Although this could represent a
disadvantage, due to the limitations of preselected
data, the possibility of international comparisons
provides clear advantages. Second, our research
is limited to the analysis of nascent and new en-
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trepreneurs (early-stage entrepreneurs) and to the
following factors: innovativeness, gender, and age.
This research is also limited to entrepreneurs in the
Republic of Slovenia and covers the situation during
the year 2015.

Limitations, on the other hand, represent the op-
portunities for future research. It is possible to re-
direct attention from early-stage entrepreneurs to
the established entrepreneurs and to the financial
resources that are needed in different stages of the

entrepreneurial life-cycle. An important element of
further research can also include the examination
of other influential factors, not only the innovative-
ness, gender or age.
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INOVATIVNOST I RAZNOLIKOST FINANCIRANJA KOD
SLOVENSKIH PODUZETNIKA U RANOJ FAZI POSLOVANJA

SAZETAK

U ovom se radu obraduje raznolikost financijskih sredstava kojima se koriste slovenski poduzetnici u ranoj
fazi poslovanja. U empirijskoj smo studiji promatrali poduzetnike u ranoj fazi poslovanja s razli¢itim ka-
rakteristikama u pogledu inovativnosti i pokusali utvrditi razlikuju li se i u nacinu financiranja. Pritom smo
analizirali prosjecan broj koristenih vrsta financijskih sredstava i prosjec¢an udio vlastitih sredstava koja su
na raspolaganju. U analizi su se uzele u obzir i demografske karakteristike (dob i spol) poduzetnika u ranoj
fazi poslovanja. Na temelju rezultata moze se zakljuditi da postoje razlike u raznolikosti koristenih finan-
cijskih sredstava izmedu grupa poduzetnika u ranoj fazi poslovanja u odnosu na razli¢ite aspekte njihove
inovativnosti. Medutim, statisticki znadajna razlika uodena je samo u pogledu tehnologke inovativnosti.
Nadalje, rezultati pokazuju statisticki znacajne razlike izmedu grupa poduzetnika razvrstanih po dobi u
odnosu na broj koristenih financijskih sredstava i na udio vlastitih sredstava. S druge strane, u istoj varijabli
nije bilo statistic¢ki znacajnih razlika u odnosu na spol ispitanika.

Ovo se istrazivanje temelji na podatcima organizacije Global Entrepreneurship Monitor (GEM) za Sloveni-
ju. S obzirom na veliki broj zemalja koje sudjeluju u svjetskom GEM istrazivanju, rezultate analize moguce
je usporedivati na medunarodnoj razini. Stoga je ovo istrazivanje vazan doprinos razumijevanju ponasanja
poduzetnika u ranoj fazi poslovanja u kontekstu pojedina¢ne zemlje.

Kljucne rijeci: financiranje, vlastita financijska sredstva, inovativnost, demografski faktori, poduzetnici u
ranoj fazi poslovanja
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