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ABSTRACT This study investigates the motivations and obstacles to immigrant entrepreneurship in South Africa.
101 immigrant entrepreneurs participated in the survey and a self-administered questionnaire was employed in
gathering data from African-immigrant entrepreneurs operating in selected cities (Alice, King Williams Town, East
London   and Port Elizabeth) in the Eastern Cape Province of South Africa. The respondents were selected using
the simple random sampling method.  Statistical analysis included descriptive statistics and the principal component
analysis. The results indicate that immigrant entrepreneurs employ both native and immigrants. The results
furthermore indicate that immigrant entrepreneurs are driven into entrepreneurship by both push and pull factors.
Employment (a push factor) is the most important trigger. The results also indicate that the obstacles to the
performance of immigrant-owned businesses include finance, weak markets, human capital and lack of support. In
addition, networking by immigrant is limited to co-ethnics and most immigrant entrepreneurs are not members of
regional chambers of commerce.  The study gives recommendations on how immigrant entrepreneurs, commercial
banks and government can improve immigrant entrepreneurship in South Africa.

1.  INTRODUCTION

  South Africa suffers from high rate of un-
employment, poverty, crime, income inequality
and weak economic growth, with an official esti-
mate of 23.9% of its economically active popula-
tion unemployed (Statistics South Africa, Quar-
terly Labour Force Survey 2011). Aguero et al.
(2007: 785) find that approximately 57% of indi-
viduals in South Africa live below the poverty
income line of two United States Dollars per day.
Given the failure of the private and public sec-
tors to absorb the growing number of job seek-
ers in South Africa, increasing attention has fo-
cused on entrepreneurship and small and medi-
um enterprises (SMEs) and their potential for
contributing to economic growth, job creation
and poverty alleviation (Herrington et al. 2010).
The terms entrepreneurship and small and medi-
um enterprises (SME) are often used interchange-
ably in many studies conducted in the field of
entrepreneurship (Ayyagari et al. 2005; Acs
2006; Agupusi 2007).

However, despite the noted contribution of
entrepreneurship, the level of entrepreneurship
in South Africa is one of the lowest in the world.
South Africa ranks 27th out of 59 countries in the
primary measure of entrepreneurship used by

the Global Entrepreneurship Monitor (GEM).
South Africa’s Total Early-Stage Entrepreneur-
ial Activity (TEA) of 8.9% is below the average
rate (11.9%) of all the countries that participate
in GEM participating countries. In addition,
South Africa’s TEA is significantly lower than
the average 15.6% for all middle to low income
countries and 11.7% for all efficiency driven
economies (Herrington et al. 2010). The expect-
ed TEA rate of a country in South Africa’s stage
of development is 16% which is almost double
its current 8.9% rating. According to Fairlie (2008)
and (Kalitanyi and Visser 2010: 376), immigrant
entrepreneurship can help to improve the gen-
eral level of entrepreneurship and can positive-
ly contribute to employment, poverty allevia-
tion and economic growth in their host coun-
tries

Pendleton et al. (2006) point out that South
Africa is a rainbow nation composed of various
racial groups from all facets of the earth. Follow-
ing independence in 1994, an increasing number
of immigrants migrated to South Africa from other
African countries and from other continents.
Vargas (2005: 579) examines the upsurge in im-
migration and proposes factors such as global-
ization, wars, and political problems facing many
countries to having contributed to many immi-
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grants coming to South Africa. Immigrant entre-
preneurs from Sub-Saharan Africa represent a
new critical element in the informal economy of
post-apartheid South Africa (Peberdy and Rog-
erson 2000: 21). According to Verhuel et al. (2010),
individuals decide to engage in entrepreneurial
activity because of different motivations. A dis-
tinction is made between positive factor that
“pull” (opportunity entrepreneurship) and neg-
ative situational factors that “push (necessity
entrepreneurship) people into entrepreneurship.
Pull factors include the need for achievement
and the desire for independence. Push factors
include unemployment and family pressure.

A meta- analysis of empirical literature re-
vealed that no study has investigated empirical-
ly the motivations and obstacles to immigrant
entrepreneurship in South Africa.  Immigrant
entrepreneurship remains largely unexplored in
entrepreneurship research. Studies such as Rath
et al. (2002) and Gebre et al. (2011) find that immi-
grant entrepreneurship creates opportunities that
have important implications for the South Afri-
can economy. Mitchell (2004) and Peberdy and
Dinat (2007) examine the characteristics of immi-
grant entrepreneurs in South Africa.  The stud-
ies find that most immigrants have post-matric
qualifications. Kalitanyi and Visser (2010) find
that immigrant entrepreneurship is one of the
ways to reduce unemployment in South Africa.

Verhuel et al. (2010) point out that understand-
ing the triggers or motivators of entrepreneur-
ship is important for some reasons. Trigger fac-
tors may have consequences for the way in which
a business is managed and business performance.
In addition, at the macro level, opportunity and
necessity entrepreneurs have a different impact
on economic growth and job creation. Hechavar-
ria and Reynolds (2009) argue that mapping the
trigger factors will provide a more detailed under-
standing of the outcomes of the start-up process.
Amin (2009) and Failla (2012) find that the most
successful entrepreneur is more likely to be the
person who is pulled into it by the market place.
In addition, Sharif (2009) notes that immigrant
entrepreneurs face many obstacles or barriers to
the success of their business. Understanding the
barriers is the first step towards improving the
performance of immigrant entrepreneurs.

1.1 The Objectives of the Study

The objectives of this research are two-fold:
(1) to investigate empirically the motivations

(triggers) of immigrant entrepreneurship in South
Africa; (2) to investigate empirically the obsta-
cles (barriers) to the performance of immigrant
entrepreneurs in South Africa. As pointed out
by the Center for an Urban Future (2007) and
Dana (2007) immigrant entrepreneurs have
emerged as key engines of growth in their host
countries and with better planning and support,
immigrant entrepreneurship can provide an even
bigger economic boost in the future. This re-
search will provide useful information to immi-
grant entrepreneurs, commercial banks and gov-
ernment, about how to improve immigrant en-
trepreneurship in South Africa.

1. 2. Literature Review

1.2.1 Theoretical Construct

The literature presents several definitions of
entrepreneurship. Van Aardt et al. (2002: 4) de-
fine entrepreneurship as the act of initiating, cre-
ating, building and expanding an enterprise or
organization, building an entrepreneurial team
and gathering other resources to exploit an op-
portunity in the marketplace for long-term gain.
Kuratko and Hodgetts (2004) add that entrepre-
neurship is the process of mobilising and risk-
ing resources to meet a business opportunity.
According to Pihie (2009: 341) entrepreneurs can
be divided into two groups:  actual entrepre-
neurs (that is, people that have actually started
business) and latent entrepreneurs or entrepre-
neurial intention (that is, people that intend to
start a business in the near future). This study
focused on actual entrepreneurship.

The link between immigration and entrepre-
neurship is supported by a number of studies
and the important influence of entrepreneurship
on the economic and social integration of immi-
grants has been widely established (Rath et al.
2002; Dana 2007). Immigrant entrepreneurship
is described as the process by which an immi-
grant establishes a business in a host country
(or country of settlement) which is not the immi-
grant’s country of origin (Dalhammar 2004: 14).
Theories of immigrant entrepreneurship include
the Cultural Theory, Mixed Embeddedness The-
ory  and the Disadvantage Theory.

According to the Cultural theory by Hosel-
itz (1964), cultural characteristics like religious
beliefs, family ties, savings, thrift, work ethics,
and compliance with social values serve as eth-
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nic resources which partially explain the orien-
tation of immigrants towards entrepreneurship.
The Mixed Embeddedness theory by Klooster-
man et al. (1999) agrees with the Cultural theory
but adds other factors such as the socio-eco-
nomic and political-institutional environment of
the country of settlement and how these forces
shape the opportunities of the entrepreneurs.
According to Disadvantage theory by Ram and
Smallbone (2001), immigrant entrepreneurship
results from a context of disadvantage.  A por-
tion of immigrant workers are subject to labour
market disadvantage. The Disadvantage theory
concludes that immigrant entrepreneurs are
pushed into entrepreneurship.

1.2.2 Empirical Review

1.2.2.1 Motivations (Triggers)

According to Benzing et al. (2009: 62), there
are various factors that drive entrepreneurs into
business. Entrepreneurs start their own busi-
nesses due to unemployment, retrenchment, a
low paying job with little upward mobility and a
desire to escape supervision (push factors).
Furthermore, Benzing et al. (2009: 62) identify
pull factors such as the desire to become one’s
own boss, increase wealth, changing lifestyle or
need to use one’s own experience and knowl-
edge. Hessels et al. (2008:325) note that entre-
preneurs are driven primarily by the desire for
independence and flexibility and not necessari-
ly money. In support, Swierczek and Ha (2003:
46) in a study of SME owners in Vietnam find
that challenge and achievement are more signif-
icant motivators than necessity and security.

Ashley-Cotleur et al. (2009: 15) view the driv-
ers of entrepreneurship from a different perspec-
tive and suggests that the factors driving entre-
preneurs into business can be categorized as
demographic variables, attitudes, values or psy-
chological factors. Ashley-Cotleur et al. (2009:
15) identify family background and gender as
the two demographic factors that drive entre-
preneurs into business. According to Drennan
et al (2005: 233) parental business experience as
well as being raised in a family that is entrepre-
neurial significantly drives individuals to start
their own businesses. In addition, Choo and
Wong (2009: 47) support that having a family
business background and self employed par-
ents tends to be especially relevant as mentors

and guides for children starting their own busi-
ness.

According to Habiyakare et al. (2009: 63), the
propensity of immigrants towards business is
not imported, but rather reactive or situational.
Immigrants do not enter business as a way of
life but rather it is their best opportunity of mak-
ing a living when life provides few alternatives.
Barrett et al. (2001: 243) add that immigrant en-
trepreneurship appears to occur in the circum-
stances of urban and economic adversity, where
entrepreneurship is the only means of livelihood
for many immigrants. Basu and Altinay (2002:
374) and Habiyakare et al. (2009: 65) agree that in
the context of many immigrants, discrimination,
the lack of access to the labour market and limit-
ed opportunities for career advancement may
make self-employment a more viable alternative
to being a salaried employee.

Kirkwood (2009: 349) classifies the key trig-
gers of entrepreneurial motivation as follows:
(1) a desire for independence which is primarily
classed as a pull factor. Monetary motivations
are also usually classed as a pull factor. Motiva-
tions to become an entrepreneur that relate to
employment are usually considered to be push
factors. Family-related motivations for becom-
ing an entrepreneur are often labeled as push
factors. In addition, Kariv et al. (2010:115) iden-
tifies co-ethinic networks (social capital) and
human capital as pull factors.  Manev et al. (2005:
298) suggest that the drivers of entrepreneur-
ship can be classified into four categories:  (1)
extrinsic rewards (push) (2) intrinsic rewards
(pull), (3) independence/ autonomy (pull) and
(4) family (push).

1.2.2.2 Obstacles (Barriers)

According to Volery et al. (1997), the rate of
entrepreneurship is affected by the presence of
barriers. Volery et al. (1997) highlight lack of re-
sources, compliance costs, and the hard reality
of setting up a business as some of the barriers
to entrepreneurship. In addition, Robertson et
al. (2003: 308) find that barrier factors to entre-
preneurial success include difficulties in obtain-
ing finance, regulation, and taxation. Pretorious
and Shaw (2008: 222) observe that a large per-
centage entrepreneurial failure in south is attrib-
uted to inadequate capital structure or resourc-
es poverty. Crime is also one of the barriers to
entrepreneurship. Isaacs and Freidrich (2007: 9)
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investigate the impact of crime on the perfor-
mance of SMEs in South Africa and find that
crime negatively affects the SME sector. Crime
increases expenditures or investments in secu-
rity measures to eliminate or minimize the likeli-
hood of crime. The increase in expenditure neg-
atively impacts on the profitability of SMEs.
Robertson et al. (2003: 310) note that lack of
marketing skills and managerial or financial ex-
pertise are barriers to entrepreneurial perfor-
mance.

Basu and Altinay (2002: 371) suggest that, in
the context of many immigrants, discrimination,
the lack of access to the capital, labour market
and institutional support hinder the success of
immigrant entrepreneurs. Vargas (2005: 579) and
Dana and Morris (2007)  summarise the barriers
to the performance of immigrant entrepreneurs
to include  lack of capital, lack of skills, lack of
support, excessive compliance costs, excessive
regulations, excessive tax, discrimination, lan-
guage and crime.

2.  RESEARCH  METHODOLOGY

The target population of this research was
African-immigrant entrepreneurs operating in the
selected towns and cities in the Eastern Cape
Province of South Africa. The selected cities are
Alice, King Williams’ Town, East London and
Port Elizabeth). The study focused mainly on
Ghanaians, Senegalese, Nigerians and Soma-
lians.  A pilot study conducted by the research-
ers finds that most immigrant small business
owners in the selected towns and cities are from
these countries. A sampling frame of 246 Afri-
can-immigrant entrepreneurs was obtained from
the lists of affiliated members obtained from the
various Ethnic Associations. The  sample size
was determined through the use of RAOSOFT
sample size calculator. RAOSOFT is statistical
software used in the calculation of sample size.
RAOSOFT takes into consideration four factors
in determining sample size. These factors include
the margin of error, the confidence level, the
population and the response distribution. The
RAOSOFT sample size calculator gave a recom-
mended minimum sample size of 150 respon-
dents. However, 220 questionnaires were dis-
tributed because of one of the disadvantages
associated with self-administered questionnaire
method such as weak response. The study used
the simple random sampling method. The empir-

ical research consists of data collection through
the use of self-administered questionnaires in a
survey.

The questionnaire predominantly made use
of the Likert scale questions to determine driv-
ers and barriers to entrepreneurship.   The moti-
vation and obstacle variables were also mea-
sured using a five point Likert scale ranging from
“1 strongly disagree” to “5 strongly agree”.
Close-ended questions were used for demo-
graphic variables.

Performance was measured through both fi-
nancial (objective) and non-financial (subjective)
methods. This is consistent with similar empiri-
cal studies such as Bosma et al. (2004) and Leit-
ao and Franco (2008). Financial measures fo-
cused on satisfaction with sales growth and prof-
itability growth. Non-financial measures focused
on performance relative to competitors and sat-
isfaction with overall business performance. The
performance measures were averaged. Five point
Likert scale ranging from “1 strongly disagree”
to “5 strongly agree” was used.

The questionnaire was pre-tested in a pilot-
study using 20 African-immigrant entrepreneurs
in Alice. The pretesting led to some amendments
to the questionnaire. Statistical analysis includ-
ed descriptive statistics, and the principal com-
ponent analysis. The Cronbach’s alpha was used
to measure reliability. The normality of the data
was determined using the Koglomorov-Sminov
test. The pairwise deletion method was used to
treat missing values.

3. RESULTS

3.1 Characteristics and Business Profile of
Immigrant Entrepreneurs

220 questionnaires were distributed and 101
were returned indicating a response rate of 45.9
%. 82% of the respondents were males and 18%
females. Most of the respondents (97%) are be-
tween the ages of 25-44years. All the immigrant
entrepreneurs interviewed have been involved
in business for more than three years.  56% of
the respondents agreed that they can speak
English fluently and 44% are not that good in
English. 69% of the respondents have post
Matric qualifications. 88% of the respondents
fall under the sole proprietorship category, 7%
partnership and 5% close corporations. The
majority of the respondents (61%) are in the ser-
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vice sector, 34% are in the retail and wholesale
sector and 5% in the manufacturing sector.

3.2 Employment Creation Potential of
Immigrant Entrepreneurship

The average number of employees of immi-
grant entrepreneurs is 4, which makes many im-
migrant entrepreneurs to belong to the small
business category according to the National
Small business Act. Majority of the respondents
(78%) employ South Africans only, followed by
16% of the respondents who claimed to employ
both South Africans and fellow immigrants. Only
6% of African-immigrant entrepreneurs employed
immigrants only.

3.3 Triggers of Immigrant Entrepreneurship

The descriptive statistics, the rotated factor
matrix and the scale means for the triggers are
presented in Tables 1, 2 and 3.

The results for drivers to African-immigrant
entrepreneurship as depicted by the descriptive
statistics (Table 1) indicated that; to provide

employment (4.92), to earn a reasonable living
(4.73), and to be my own boss (4.57), had the
highest means, while I enjoy taking risks (3.09),
to challenge myself (3.31) and to have personal
freedom (3.36), had the lowest means.

The results obtained from the principal com-
ponent analysis (Table 2) show that four factors
with Eigen values greater than one account for
(82.2%) of the total variance.

Factor one is labelled employment. The Eigen
value for the factor was 7.01. The factor com-
prised of seven items. Cronbach’s alpha for the
factor yielded a value of 0.844, indicating the
reliability of the factor.

Factor two is labelled capital. The Eigen val-
ue for the factor was 4.73. The factor included

Table 1:  Descriptive statistics for the triggers
of immigrant entrepreneurship

Drivers Mean Standard
deviation

To take advantage of my 3.41 0.695
creative ta lent

For my own satisfaction 3.48 0.687
and growth

To provide employment 4.92 0.877
To challenge myself 3.31 0.703
To be my own boss 4.57 0.740
To provide job security 4.02 0.565
To earn a reasonable living 4.73 0.546
I enjoy taking risks 3.09 0.567
Utilisation of skills and 3.83 0.649

experience
Entrepreneurial family culture 3.82 0.779
Availability of support from 3.58 0.676

other immigrant
entrepreneurs

Discrimination and unfair 4.44 0.974
employment practices

To invest personal savings 3.56 0.805
To increase my prestige 3.45 0.624

and status
Existence of opportunities

in the market 3.87 0.981
To support my family 3.39 0.616
To have personal freedom 3.36 0.626
To realise my dream 3.54 0.954

Table 2:  Rotated factor matrix for the triggers of immigrant
entrepreneurship

Fa cto rs 1 2 3 4

To provide employment 0 .9 2
To earn a reasonable l iving 0 .9 1
To support my family 0 .8 9
Existence of opportunities

in the market 0 .8 9
To provide job security 0 .7 4
Discrimination and unfair

employment practices 0 .7 4
To take advantage of my

creative talent 0 .6 6
Utilisation of skil ls and

ex pe ri en ce 0 .9 6
Entrepreneurial family

culture 0 .7 0
To invest personal savings 0 .6 4
Availability of support

from other  immigrant
en tr epr en eu rs 0 .5 6

To challenge myself 0 .8 7
To be my own boss 0 .8 5
To realise my dream 0 .8 2
For my own satisfaction

and growth 0 .7 6
I enjoy taking risk 0 .7 2
To increase my prestige 0 .7 0
To have personal f reedom 0 .6 3
Eigen value 7 .0 1 4 .7 3 2 .1 5 1 .7 2
Percentage of variance

exp lain ed 3 6 . 9 0 2 4 . 8 8  11.29 9 .0 6
Cronbach’s alpha 0.84 4 0.90 3 0.72 7 0.72 8

Table 3:  Mean factor scores for the triggers of
immigrant entrepreneurship

Factor  Mean
Employment 4.41
Capital 3.69
Intrinsic rewards 3.60
Independence 3.52
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four items. The Cronbach’s alpha for the factor
yielded a value of 0.903, indicating reliability of
the factor.

Factor three is labelled intrinsic rewards. The
Eigen value for the factor was 2.15 and it com-
prised of five items. Cronbach’s alpha for the
factor yielded a value of 0.727, indicating the
reliability of the factor

Factor four is labelled independence and
autonomy. The Eigen value for the factor was
1.72 and it comprised of only two items. The
Cronbach’s alpha for the factor yielded a value
0.728, indicating the factor’s reliability.

Table 3 depicts the scale means of the fac-
tors. Employment with a scale mean of 4.41 is
the most important trigger factor followed capi-
tal with a scale mean of 3.69, intrinsic rewards
with a scale mean of 3.60 and independence and
autonomy with a scale mean of 3.52.

3.4 Barriers to the Performance of
Immigrant Entrepreneurship

3.4.1 Performance of Immigrant
Entrepreneurship

Table 4 presents the mean scores and stan-
dard deviations of the performance of immigrant
entrepreneurs. On the average about 54% of the
respondents are satisfied with the performance
of their business and 46% are not satisfied with
the performance. The results also indicate that
immigrant entrepreneurs who indicate satisfac-
tion with the performance of their business also
indicated some factors which hinder their per-
formance.

Table 4:  The performance of immigrant businesses

Measures of performance Mean Standard
scores   deviation

Increased sales turnover 3.24 0.625
Increased profit 3.31 0.730
Increased performance relative 3.09 0.801

to competitors
Satisfied with overall business 3.22 0.881

performance
Average mean for performance 3.22 0.881

3.4.2 Barriers to the Performance of Immigrant
Entrepreneurs

The descriptive statistics, the rotated factor
matrix and the scale means of the barriers are

presented in Tables 5, 6 and 7. The results of the
descriptive statistics (Table 5) show that inade-
quate finance, crime, weak market opportunities
and high operational costs are the major barriers
to the performance of immigrant entrepreneurs.

The results obtained from the principal com-
ponent analysis (Table 6) highlight that four fac-
tors with Eigen values greater than one account
for (75.4%) of the total variance.

Table 5:  Descriptive statistics for the barriers to
the performance of immigrant entrepreneurs

Barriers Mean Standard
deviation

Lack of professional networks 3.14 0.611
Lack of business skills 3.41 0.904

(managerial and financial)
Inadequate finance 4.80 0.448
High competition 3.37 1.91
Crime 3.69 0.543
Weak market opportunities 3.68 0.927
Lack of government support 3.23 0.691
Lack of assets for collateral 3.39 0.974
High operational costs 3.57 0.963
Language 3.06 0.805

Table 6:  Rotated factor matrix for the barriers to
the performance of immigrant entrepreneurs

Fa cto rs 1 2 3 4

Difficulty in obtaining
bank finance 0.91

Crime 0.88
Lack of assets for collateral 0.77
High operating costs 0.76
Weak market opportunities 0.83
High competition 0.75
Lack of business skills 0.68

(managerial and financial)
Language 0.64
Lack of government 0.65

support
Lack of social and 0.63

professional networks
Eigen value 6.19 4.01 2.25 1.88
Percentage of variance

explained 32.56   21.10    11.82      9.89
Cronbach’s alpha 0.904 0.710 0.806 0.653

Table 7:  Mean factor scores of the barriers to the
performance of immigrant entrepreneurs

Factor Mean
Finance 4.38
Weak markets 4.29
Human and social 3.52
Lack of support 3.50
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Factor one is labelled as finance. The Eigen
value for the factor was 6.19. The factor com-
prised of four items. This was the most impor-
tant factor according to the factor analysis. Cron-
bach’s alpha for the factor yielded a value of
0.904, indicating the reliability of the factor.

Factor two is labelled weak markets. The
Eigen value for the factor was 4.01. The factor
included two items. The Cronbach’s alpha for
the factor yielded a value of 0.710, indicating
reliability of the factor.

Factor three is labelled skills. The Eigen val-
ue for the factor was 2.25 and it comprised of
two items. Cronbach’s alpha for the factor yield-
ed a value of 0.806, which signified its reliability.

Factor four is labelled lack of support. The
Eigen value for the factor was 1.88 and it com-
prised of two items. The Cronbach’s alpha for
the factor yielded a value 0.653, indicating the
factor’s reliability. Table 7 depicts the mean
scores of the barriers to the performance of im-
migrant entrepreneurs. Lack of adequate financ-
ing appears to be the most important barrier.

3.4.3 Membership of Local Trade Associations

Only one respondent is a member of a local
trade association. Other respondents do not
belong to any local trade association. The re-
sults suggest that although immigrant entrepre-
neurs develop co-ethnic networks, however,
they do not move to other forms of network.

4. DISCUSSION

The results indicate that most immigrant en-
trepreneurs employ native South Africans. In
addition, immigrant entrepreneurs create em-
ployment for themselves. This suggests that
immigrant entrepreneurship can be one of the
ways to reduce the high unemployment rate in
South Africa. The results indicate that immigrants
are motivated into entrepreneurship by both
push and pull factors. However, employment (a
push factor) appears to be the most important
reason why immigrants are involved in entre-
preneurship. The barriers to the performance of
immigrant entrepreneurs include finance, weak
markets, skills and support. Networking by im-
migrant entrepreneurs is mainly limited to co-
ethnics. Most immigrants do not belong to local
trade associations. This may negatively impact
on the ability of immigrant entrepreneurs to tap

finance and other skills that trade associations
offer. The results of this study are consistent
with the findings of other empirical studies on
entrepreneurial triggers and barriers such as Basu
and Altinay (2002), Dana and Morris (2007),
Choo and Wong (2009) and Kirkwood (2009).

5.  CONCLUSION

South Africa suffers from high levels of un-
employment, poverty and income inequality. In
addition, the level of entrepreneurship as mea-
sured by the TEA is low. Immigrant entrepre-
neurship is one of the ways to improve the level
of entrepreneurship and also reduce unemploy-
ment and poverty. The empirical findings of this
research revealed a combination of both push
and pull factors as triggers of immigrant entre-
preneurship. This is in line with the cultural the-
ory, the mixed embeddeness theory and the dis-
advantage theory of immigrant entrepreneur-
ship. In addition, the study identified finance,
skill, markets and support as the barriers to the
performance of immigrant entrepreneurs.

6. RECOMMENDATIONS

To improve immigrant entrepreneurship
which will in addition improve the general level
of entrepreneurship and reduce unemployment
in South Africa, the following recommendations
are suggested. The recommendations will focus
on the immigrant entrepreneurs, commercial
banks and government.

Immigrant Entrepreneurs

Lack of financial capital is one of the barriers
to immigrant entrepreneurship. Therefore, to
improve the availability of debt, there is the need
for immigrant entrepreneurs to plan and save to
have some amount of equity contribution. With-
out equity, it is virtually impossible to get the
required funding from commercial banks. In ad-
dition, to get debt funding from banks, it is nec-
essary for immigrant entrepreneurs to have ei-
ther business or personal assets to be used as
collateral. Therefore, to get the required funding
from commercial banks, it is first about immi-
grant entrepreneurs getting investment ready.

In addition, immigrant entrepreneurs either
personally or through their ethnic association
need to development partnership with govern-
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ment agencies (that is, the Small Enterprise De-
velopment Agency (SEDA)) that help them se-
cure funding and other impart management skills
through training.

Networking of immigrant entrepreneurs is
mainly limited to co-immigrants. It is important
for immigrant entrepreneurs to join local cham-
bers of commerce to extend their networking.
This could allow immigrant entrepreneurs to tap
other sources of finance such as trade credit

Commercial Banks

The new approach to screening and risk eval-
uation of loan applicants developed by the En-
trepreneurial Finance Laboratory (EFL) of the
Centre for International Development of Harvard
University and newly adopted by commercial
banks for lending to SMEs in South Africa can
be extended to immigrant entrepreneurs. EFL
utilizes a proprietary psychometric testing pro-
cess that incorporates an entrepreneur’s attitude
and outlook, ability, business acumen and char-
acter to measure risk and future entrepreneurial
potential. EFL measures future potential with-
out depending on business plans, credit history
or collateral.  EFL involves a 30-60 minute auto-
mated test and has low transaction costs. In
addition, commercial banks can create aware-
ness of the new lending approach to immigrant
entrepreneurs through partnership with immi-
grant associations.

Commercial banks should improve on efforts
to get more immigrants into the banking system.
Many immigrant entrepreneurs do not have bank
accounts and fail to develop a credit history.
Commercial banks can help to bring more immi-
grants into the banking system by lowering or
removing barriers to establish various accounts,
opening more branches in immigrant communi-
ties, hiring lending officers who come from im-
migrant communities and developing partner-
ships with immigrant associations.

Government

The government (national, provincial and
local) should integrate immigrant entrepreneur-
ship into the overall economic development strat-
egy.  Government agencies such as SEDA, Na-
tional Youth Development Agency etc. should
develop a new framework for providing busi-
ness services (such as training and guarantees)

to immigrant entrepreneurs. Government agen-
cies assisting SMEs should dedicate part of their
website to immigrant entrepreneurs. Government
agencies can use information channels (immi-
grant associations) preferred by immigrant en-
trepreneurs to develop partnership with immi-
grant entrepreneurs.

Immigrant entrepreneurs do create employ-
ment and contribute to economic growth. Gov-
ernment should make real effort to welcome im-
migrant entrepreneurs by reducing the time it
takes to obtain business permits. In addition,
foreign students that can add value to the South
African economy through the creation of busi-
nesses after their graduation should be encour-
aged and motivated to stay in South Africa. This
will create an entrepreneur-friendly culture.

The South African government needs to
undertake well-publicized educational cam-
paigns against crime and xenophobia.

7.  RECOMMENDATIONS

Other studies can investigate the impact of
immigrant entrepreneur’s entrepreneurial and firm
characteristics on the trigger and barrier factor
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