















































Immigrant entrepreneurs from Sub-Saharan Africa represent a new critical element in the
informal economy of post-apartheid South Africa (Rogerson, 2004:765). Despite
immigrants’ education and experience, finding work for immigrants is very difficult and
immigrants are often exploited by employeré. Most immigrants are frustrated in the process
of integrating into the host society, pushing many immigrants into necessity-based
entrepreneurship. While immigrants are pushed into self-employment due to market
discrimination, skill shortcdmings and communication ‘barriers, immigrants’ strong
- orientation towards vision, entrepreneurship and -risk—taking pulls immigrants towards self-
employment (Dana & Morris, 2007:15). Consequently, immigrant‘s create erﬁployment for

themselves and sometimes for unemployed South Africans. A study conducted by

' Kalitényi and Vissier (2010:387) in 2777 o ation for South Africans by African
immigvrant entrepreneurs confirmed tf of African immigraht entrepreneurs
interviewed employed South Africans sinesses. However, immigrants are
perceived as taking jobs in an econ stimated unemployment rate of 25

percent and high rate of skills shortNgjjjjj¥re for Development and Enterprise,
2007:137). African immigrants%%fgﬂ?j@{tqdd%ﬁﬁ%ﬁ@érating environmenf by the
locals especially in the townships. Asigrtficanhniuncbfentthese migrants have successfully
applied their entrepreneurial skills in establishing small enterprises and employing workers,
often to the envy of their local counterparts (Kalitanyi & Vissie‘r, 2010:382).

A Meta analysis of empirical literature revealed that no study has investigated empirically
the drivers and barriers to immigrant entrepreneurship in South Africa. Despite the fact that
there are a lot of studies on SMEs in South Africa, immigrant entrepreneﬁrship remains
largely unexplored. One of the earliest studies on immigrant entrepreneurship in South
Africa was by Rogerson (2000) titled, “Emerging from Apartheid’s Shadow: South Africa’s
Informal Economy”. The study acknowledged the presence of immigrants in the post-
apartheid South Africa and the active contribution of immigrants to the South African SME
sector. In addition, Rath and Kloosterman (2000) (in another old study) found that
immigrant entrepreneurs contribute to the economy of South Africa by creating
employment for both the locals and the immigrants. In addition, Rath, Kloosterman,

Haberfellner, Mung, Wilpert, Razin, Magatti and Barrett (2002) observe that immigrant



entrepreneurship creates opportunities that have important implications for the South
African economy. The opportunities created include; employment, development of social
capital, scope for better integration into the éociety, an increase in the range of goods and
services available, expanding consumer choices and growth of certain sectors.
Kloosterman and Rath (2002), Mitchell (2004) and Peberdy and Dinat (2007) examine the
characteristics of immigrant entrepreneurs in South Africa. The studies found that most
immigrants have post-matric qualifications. Kalitanyi and Vissier (2010) in a study titled
“African immigrants in South Africa: job takers or job creators?” found that most immigrant
entrepreneurs employed South African nationals. This implies that immigrant

entrepreneurship can help to reduce the high unemployment rate in South Africa. It is quite

evident that research on immigrant ent-----—----="*= "= South Africa is very modest. Earlier
studies have focused mostly on the grants to create employment, the
contribution of immigrant entreprenet African economy and the general
characteristics of immigrant entrepren no empirical study has empirically

investigated the drivers and barriers St entrepreneurship in South Africa.
Understanding the drivers %%?@ﬁ /to m%llilﬁ:gepreneurship will lead to
recommendations that can impro¥e jotindgrant. eséléptepeurship. This will enhance the

contribution” of immigrant entrepreneurs to the social-economic development of South
Africa. |

1.2 PRELIMINARY LITERATURE REVIEW

Van Aardt and Bezuidenhout (2002:4) define entrepreneurship as the act of initiating,
creating, building and expanding an enterprise or organization, building an entrepreneurial
team and gathering other resources to exploit an opportunity in the marketplace for long-
term gain. The next section presents theories of entrepreneurship and immigrant
entrepreneurship. This study was guided by the Austrian view, Neo-classical view and

Subjectivist view of entrepreneurship.

Theories —of‘ entrepreneurship include Schumpeter (1934), Kirzner (1960) and Drucker
(1985). According to Schumpeter (1934:47) in the Austrian view, entrepreneurship is a

phenomenon which moves economy towards equilibrium. The entrepreneur does that by
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resulting from a drive to amass wealth. In addition to being motivated by the

expectation of profit, he must also have the ability to lead.

o Contributions of specific social classes- the theory reveals that in several
countries, entrepreneurial talents are found in persons having particular socio-
economic background. For example, contribution of the protestant ethnics of the
West is significant in so far as the growth of a new class\ of industrialists is
concerned. In Britain, the United States and Turkey, ranks ofAentrepreneurs were
filled from commerce, Samurai in Japan, Family pattern in France. Yoruba in
Nigeria, Kikiyu in Kenya. Christians in Lebanon, Halai Memon industrialists in
Pakistan, Marwaris and Parsis in India are considered to be the dominant social

classes in the field of entreprene

2.2.1.4 Psychological theories _ _
Drucker (1985) addressed the shortfal sonomic theory and Cultural theory.

Psychological theories centred on the pSYWjjJi#¥al characteristics of the individual in a
society. Psychological charac{gg‘ﬂigélaﬁe@} B SorflVph patrepreneurs in the society.
According to Drucker (1985:15) atogatiaprendwy & aooeeone who always searches for
change, responds to it and exploits it as an opportunity. Drucker’'s main emphasis was on
innovation and resources as these are the two factors he believed led to the emergence of
entrepreneurship. Innovation is the real hub of entrepreneurship which creates resources
(Drucker, 1985:15). A thing is regarded as resource when its economic value is
recognized. According to Drucker (1985:15) successful entrepreneurship involves the
following:

¢ Value and satisfaction obtained from resource by the consumer are increased
e New values are created

» Material is converted into a resource or existing resources are combined in a new or

more productive configuration.
e Entrepreneurship is the practice which has a knowledge base.
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- than 11.4 million and not more than 250 employees. The World Bank (2006) definition of
small enterprise reinforces that SMEs have fewer than 50 staff members and up to 3
million US dollars turnover. A further distinction points out that, medium enterprises are -

" those which have at most 300 employees and an annual turnover not exceeding 15 million
US dollars. |

The United States of America Small Business Act (2002) proVides an almost similar,
though general definition of SME. It defined an SME as one that is independently owned
and operated, and which is not dominant in its field of operation. The Act also states that in
'determining what constitutes an SME, the definition varies from industry to”industry. to
reflect industry differences accurately. The Act has therefore established a table of size
standards which specifies the turnover ieet total and the employees for the

various types of SMEs.

Similar fo the international definition of in South Africa SMEs are defined in
terms of size. The South African gover™iggjjj#¥®&fines a small enterprise as one that
employs not more than 50 PEPRIEY IR &y Wit JipitEph fwnover of R1 million in the
Agricultural sector to R13 million in @igg@eterng, Aadert@odation and other Trade sector
as well as in the Manufacturing sector, with a maximum of R32 million in the Wholesale
Trade sector, and acting as a registered entity. Medium enterprises are employing fewer
than 200 employees, an anhual turnover of less than R64 million, capital assets of less
than R10 million and has direct managerial involvemént by owners (National Small
Business Amendment Act, 2003). Table 2.1 provides a quantitative definition of SMEs in
South Africa.
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Table 2.1: Quantitative definition of SMEs

Size of the enterprise Number of | Annual Turnover Gross Asset Value
employees

Small Not more than 50. | Less than R25 million, | Less than R2million or

depending on the|R4.5 million,
industry. depending on the
industry.

Medium Not more than 100 | Less than R4 ’miI.Iion Less than R2 million
or 200, depending | or R51 million, | or R18 million,
on the indust~’ Adananding on the |depending on the

1. industry.

Adapted from: Government Gazette: N. siness Amendment Act (2003).

The South African definition of SME is <@J#®milar to that of the United Kingdom
definition, as it is defined in @éﬁﬁ @fﬁwtélpwﬁallﬁlfﬁcs such as the number of

employees, annual turnover and tofalyatsets. Battcéie Bauth African and United Kingdom

definition point out that a small enterprise employs not more than 50 péople. In addition, :

the South African and United Kingdom definition, both did not assume that the SME group
is homogenous hence it made a distinction between small and medium-sized enterprises.
However, the South African definition varies from that of the United Kingdom in that the
medium enterprises employ fewer than 200 employees whereas in the United Kingdom
medium enterprises employ more than 250 employees. Gathering from empirical reviews,
generélly; most authors from South Africa and beyond define SMEs in te.rms of structural
characteristics such as the number of employees, performance characteristics such as
amount of annual revenues or depth of the product line. The authors further concede that
the definition also varies de’pending on factors such as industry type or age of fhe business
enterprise (Nieman & Bennett, 2002:50; Zindiye, 2008:55).

The above section has clearly defined SMEs by size thereby making it easier to compare

and contrast the South African definition of SMEs and that of other international countries.
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" percent of the urban population and 45 pércent of the formal labour force is employed in

entrepreneurial firms (Best, 2005:1).

Some researchers however dispute that SMEs are a source of job creation. According to
De Rugy (2005:34) SMEs are not important for employment creation and a négative
relationship exists between small enterprise and employment creation. Mnenwa and Maliti
(2008:3) find that net employment rates do not exhibit a significant relationship to business
size in both developed and developing countries. De Rugy (2005:34) disputes the claim
that SMEs are drivers of employment growth. Therefore, government has no reason to

base policies on the notion that SMEs deserve government assistance more than large

enterprises.

Most researchers on SMEs and € however agree that SMEs and
entrepreneurship are a source of job n and Bennett (2002:52) state that
small and medium enterprises have b the South African government as a

priority in creating jobs in order to solveuf®h unemployment rate in the country.

According to Berry et al. (200g: 48 dOft jﬁkﬂﬁ seqtbr fag¢t not the large multinational
businesses, acts as the largest empisyiftent trogtsr @it tost economies. Fatoki, Herbest

and Robert-Lombard (2010:374) acknowledge that SMEs are an important medium to
address the challenges of employment creation in South Africa. Other researchers such as
Neumark, Wall and Zhang (2008:45) and Nieman and Bennett (2002:52) confirm that a

positive relationship exists between SMEs and employment creation.

2.4.2 Poverty and income inequality

The incidence of poverty in South Africa is very high with an estimated 57 percent of the
population living below the poverty datum line of R1250 per month (Agupusi, 2007:2).
Human Sciences Research Council (HSRC)' (2005) adds that of the approximated 57
percent, 95 percent is made up of black people surviving under the poverty datum line
(Agupusi, 2007:2).

Poverty is defined as the instance where the general population lack satisfactory material

resources, are unable to access basic services and are constrained in their ability to
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Table 2.2 shows the reasons why most African immigrant entrepreneurs leave their home
countries to come to South Africa, these include; political instability and economic reasons.
The results of the table are consistent with conclusions by Vargas (2005:578) that the
causes of the recent increase in immigration are due to globalization, ongoing wars, and
political problems facing many countries hence forcing many immigrants to migrate mostly
from less developed countries to develop countries in quest of better and more stable

futures.

2.5.2 Definition of Immigrant entrepreneur

The link between immigration and entrepreneurship is supported by a number of studies

and the important influence of entrepre=~:hi~ ~~ tha economic and social integration of

immigrants has been widely establish: 15; Rath & Kloosterman, 2004:65).
Among various areas of entreprene tional entrepreneurship, immigrant
entrepreneurship and transnational er have attracted increased attention.

Volery (2007:55) defines intemationai e'rsnip as a combination of innovative,
proactive, and risk-seeking b@hﬁ‘i%r q'ﬁ&cbolsiga [rtaﬁgil borders and is intended to
create value in organizations. Immigsgetestraperedlshiie on the other hand is defined as
a set of connections and regular patterns of interaction among people sharing common
national background (Welch, 2004:18). |

International entrepreneurship is different from immigrant entrepreneurship in that it
involves the pursuit. of opportunities across borders or the comparison of entrepreneurial
activities in multiple countries, and international entrepreneurship is argued to have a
common heritage and a concern about similar issues with internationalization, were as
immigrant entrepreneurship concerns the study of entrepreneurial initiatives of immigrants
and their struggles and contributions. According to Chaganti and Greene (2002:128) an
immigrant entrepreneur is an individual who starts a business in the host country as a

means of economic survival.

Immigrant entrepreneurs in South Africa are visible in a narrow band of activities of SMEs,

‘mostly in retail or service rather than in production. Immigrant entrepreneurs’ activities
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states that immigrant groups pursue entrepreneurship due to relatively lower wages offered
to immigrants by the labour market, which in turn may be the result of ethnic discrimination,
language barriers, or incompatible educational attainment. Hence, the expectation of
higher returns pushes most immigrant entrepreneurs into planning their own ventures,
overriding the associated risks involved with business ownership. Immigrants’ limited range
of job and income generating activities urges immigrants to acquire better business skills
(Ram & Smallbone, 2003:72).

The Disadvantage theory assumes that immigrant entrepreneurs only enter
entrepreneurship due to the context of disadvantage, the Mixed embeddedness theory
covers the economic aspect of the desire of an immigrant to be an entrepreneur out of

identified opportunity and not necessar intage.

2.5.3.2 Mixed embeddedness theory
Kloosterman, van der Leun and Rat up with a modern day theory of

immigrant entrepreneurship to address tn'\anges in factors that push immigrants
into entrepreneurship either th@l’ﬁ%@?gm ngB%]‘,d'Pfg\fﬁé]taged as a minority group.
The mixed embeddedness theory syegrerintia.@rbaddedness of entrepreneurs in the
socio-economic and political-institutional environment of the country of settlement and how
socio-economic and political-institutional forces shape the opportunities of the
entrepreneurs (Dana, 2007:15). Rath and Kloosterman (2002:65) propose the use of the
concept “mixed embeddedness” to mean both relational and structural embeddedness in
analysing the process by which immigrant entrepreneurs insert their businesses in ethnic
enclaves to win customers. Examples of inserting immigrant businesses in ethnic enclaves
to win customers include; playing active roles in social or ethnic meetings, attending
church, giving donations during fund raising, and attending funerals. Activities such as;
attending church, giving donations during fund raising, and attending funerals attract and
portray the immigrant entrepreneur to most of the people in an ethnic community as a
reliable or significant person in times of crisis or need. In turn, the ethnic community
members reciprocate by patronizing the owner’s business. For example, customer loyalty
is established such that, instead of shifting business to a cheaper supplier, they will ask

long-term business associates to match the lower price. This is done in order to avoid the
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2.6.2 Poverty alleviation

The incidence of poverty in South Africa is too hig‘h with an estimated 57 percent of the
population living below the poverty datum line of R1250 per month (Agupusi, 2007:2).
Rapid employment creation has been identified as one of the remedies to poverty.
According to Landman et al. (2003:13) such rapid employment creation can only be
brought about by new smaill and medium enterprises which would offer employment to the

people such as those being established by immigrant entrepreneurs.

According to Marcketti et al. (2006:241) stories of immigrant businesses revitalizing
neighbourhoods or playing a leading role in a particular industry have become a staple of

immigration news coverage. Immig¢r~*n~~ ~~vnnntag often argue for high levels of

immigration on the grounds that immig sountry with an entreprenéurial spirit
unmatched by natives (Mitchell, 2004: entrepreneurs use innovations and
various technologies and skills to ir lity of life of a society’s citizens.

Immigrant entrepreneurs create new tecvnew products, and new services that
enrich the lives of individualtm éetdﬁct% W%&I{nﬁ%t entrepreneurial ventures
provide an enhanced quality of life o ggrpleyeeF ceifemess, and the community (Marcketti
et al., 2006:241). In addition, Ntsika Enterprise Promotion Agency (2002:15) supports the
notion that immigrant entrepreneurship and new firm creation are some of the ways to
reduce poverty and alleviate income inequality in South Africa hence resulting in economic
growth.

2.6.3 Economic growth

According to Rath and Kloosterman (2003:72) immigrant entrepreneurship creates
opportunities that have important implications for an economy. The opportunities created
include; employment, development of social capital, scope for better Vintegration into the
society, an increase in the range of goods and services available, expanding consumer
choices and growth of certain sectors (Rath & Kloosterman, 2003:72). Most immigrant
entrepreneurs are funnelled towards sectors at the lower end of the market as most
fledging ethnic entrepreneurs can only establish their businesses in markets with low

barriers (Immigrant entrepreneur, 2008:660).
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2.7 SUMMARY

This chapter presented on the various definitions of entrepreneurship and SMEs, covering
both the local South Africah context definitions and international definitions. The discussion
on the definition of entrepreneurship and SMEs revealed that there is no one universal
- definition for entrepreneurship and SMEs but t‘hat similarities and differences exist.
Similarities exist due to the significance of the SME sector worldwide whereas differences
exist due to differences in the economic systerhs and other variables used in describing
SMEs worldwide. In -addition, the link between entrepreheurship and small business was
defined with the view of highlighting the similarities and slight differences that exist

between the two terms, which are often used interchangeably.

Both theories of enfrepreneurship immigrant entrepreneurship were
‘thoroughly reviewed in order to int findings. It was discovered that
entrepreneurs in general are affected t :ultural, economic and psychological

factors which drives them into e'ntrepre'Whereas immigrant entrepreneurs are
affected by disadvantages anﬂ,ﬁﬁ@ﬁﬂ?ﬁdﬁf@?ﬁ%m?@conomy- Furthermore, this
chapter brought out the significanTegatfieution atéiienigrant entrepreneurs to the South
African economy and community at large. Empirical review showed that entrepreneurs
contribute to the new employment creation, poverty alleviation, even distribution of income
and economic growth. In conclusion, the general relationship between the South African
society and immigrant entrepreneurs Was explored. It is undeniable that immigrant
entrepreneurs have brought variety to the market, created émployment, reduced poverty
and have contributed positively to economic growth in South Africa and yet they are still
treated with a lot of suspicion. Literature on the drivers and barriers to immigrant

entrepreneurship will be discussed in detail in the following chapter.
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ventures in South Africa are attributed to inadequate capital structure or resources poverty.
Crime is also one of the latent barriers to entrepreneurship. Crime causes stress and
additional costs for security and this retards the developmeht of emerging markets (United
Nations Office on Drugs and Crime, 2007).

According to Robertson (2003:279) lack of information about business start-ups, partners,
funding, marketing skills, managerial or financial expertise, and savings or assets, are the
major inhibiting factors to forming a business. Herrington and Wood (2007:13) confirm that
lack of education and training has indeed réduced mémagement capacity in new firms in

South Africa. Another contextual factor to education and training is discrimination.

Altinay.(2002:371) suggests that, in © 7 nany minorities in some countries,
discrimination, the lack of access to - wur market and institutional support
hinder immigrant entrepreneurs from trepreneurial potential. In addition,
Masurel et al. (2002:240); Baum and | "); Mitchell (2004:168); Manev et al.

(2005:298); Vargas (2005:579); Dana an®G2007:15) point out that lack of capital,
lack of skills, lack of support, e@mwli@@cﬁmqﬂ?@sive regulations, excessive
tax, discrimination, and crime are begitgrera entreph@isership. Each of these barriers to

immigrant entrepreneurship will be discussed in detail in the following section.

3.2.2.1 Support

Creating an enterprise is a very difficult task because it demands knowledge and support of
the legislation, environment, market and institutions (Martins et al. 2004:13). Schoof and
Sémlani (2008:3) suggest that SMEs need institutional support network to overcome some
of the barriers to SME growth like clientelism, paternalism and corruption. In addition, local
enterprise agencies and govérnment can ideally provide much needed support to new and
growing SMEs in the form of provision of information, advice and trainfng services. These
services may be a more effective way of overcoming the barriers to SME development than

the provision of financial assistance alone (Schoof & Semlani, 2008:3).

According to Mutezo (2005:28) the South African government has in the past few years

established many support programmeé to help entrepreneurs. However, awareness of
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these support programmes by entrepreneurs is limited. Similarly, Ndhlovu and Twala
(2007:13) find that obtaining integrated business support services by entrepreneurs is
difficult in South Africa; hence, government needs to create fair distribution of resources

and an enabling environment for entrepreneurs.

Schoof and Semlani (2008:3) suggest that entrepreneurs often lack business support
services that are keys to transforming fragile start-ups into successful small and medium
sized businesses. To establish an enterprise in a country, immigrant éntrepreneurs need to
know well the language, skills, market and business requirements in order to have a better
implementation and adaptation in the host nation (Kalitanyi & Vissier, 2010:378). The lack
of support from government poses a barrier to the creation and sustainability 'of immigrant-
owned firms (Martin ef al., 2004:14).

3.2.2.2 RegUIations and Compliance '
According to Martins et al. (2004:14) srable evidence that regulatory and.

administrative burdens can impose advé.éntrepreneurial activity and should be
avoided unless their benefitE A% &Y /clgﬂr. 6ﬁ>;ﬁr Ieé al. (2004:16) argue that
complicated laws, rules and reguigesheepresiant éeseyere burden for SMEs in many
countries. More recently, however, there is a growing view that costlyvregulations impede
the setting up of businesses and stand in the way of economic growth (World Bank,
2005:8). According to Klapper et al. (2004:16) “naturally high-entry” industries have
relatively lower entry in countries that have more onerous bureaucratic entry régulations. In
a related paper, Desai, Gompers, and Lerner (2003:26) find that entry regulations have a

negative impact on firm entry.

Martins et al. (2004:14) indicate that some of the common barriers to entry found in most
countries include: several legal forms of enterprise, with different procedures, requirements
“and registration; the complexity of creéting a company; in some countries, the
'entrepre‘neurs need one day to register an enterprise, in others, entrepreneurs need 20
weeks; in addition to. registration requirements, some countries require skill qualification
when the activity is deemed to be an artisanal nature or the elaboration of a business plan

certified by a business expert which attests to the enterprise viability.
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> Data was collected through the use of self-administered questionnaire

> SPSS (Statistical Package of Social Sciences) was used to tabulate and analyze the

sample to produce various sample statistics.
> Inferences were made from sample statistics to population parameters of interest.

. Methods of conducting survey research

According to Gerber-Nel et al. (2005:94) methods of conducting survey research can be
divided into four major types: face-to-face interviews, telAephone surveys, mail surveys and
self-administered surveys. A survey consists of gathering data by interviewing a particular

group of the population. Surveys can be used to identify the characteristics of the target

population by asking the what, whe how often respondents did or do
something.
According to Gerber-Nel et al. (2005:¢ interview is a two-way conversation

which is initiated by the interviewer to oSl rmation from a participant. In addition,

Gerber-Nel ef al. (2005:97) ponts eusrhytdaqsmtamdn@rview remain an essential
market research tool and are associéted with fhe-felfowingbenefits and strengths: |

> Due to the conversational character of the encounter, it is easier. to establish a
personal relationship and thereby receive higher-quality answers

» Ambiguity and problems in understanding can be cleared up immediately.
> In-depth or detailed answers are provided.

> By observation, the interviewer can obtain data regarding the respondents’ socio-

economic status- their home, neighborhood, and apparent standard of living.
> There might be fewer refusals if the interviewer has good communication skills.

However face-to-face interview was not uséd in this study due to the following

disadvantages as pointed out by Cant et al. (2005:97):

> It is considerably expensive as professional interviewers are expensive.
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by other respondents. The approach chosen by the researcher in this study is controlled by
the Statistical Package for Social Sciences (SPSS) which will either use listwise deletion or

pairwise deletion for treating missing values reducing the researcher’s options to two.

o Listwise delétion

With listwise deletion, the researcher discards any cases with any missing responses for
any variable measured in the study. According to Graham (2009:551) under listwise
deletion approach, SPSS will not include cases (subjects) that have missing values on the
variable(s) under analysis. Listwise deletion is often viewed as an extreme option, which
may result in small sample sizes. Deleting large amounts of data is undesirable because
data collection is costly and time consuming. Furthermore, listwise deletion results in
unnecessary loss of data as it remov subjects who may have answered

some of the questions, but not others.

e Pairwise deletion

Pairwise deletion approach requires the PP st to use all the cases with complete
responses for a specific calclEfiqRs 4 {ﬂs}pqyﬁqmbfqr H(gf@le, méy not have provided
complete answers to all the quesfiopa.ie the swwign Bhese respondents’ data will be
included in all calculations except those incomplete responses. This approach works well
when the overall sample size is very large, there are relatively few missing responses, the
variables are not related, and where there is no reason to believe that missing responses
follow a systematic pattern across questions. According to Graham (2009:551) another
way is to use the mean substitution or regression substitution. Mean substitution replaces
the missing value with the mean of the variable. Whereas, regressio_h substitutions uses

regression analyses to replace the missing value.

Some research analysts are uncomfortable using the pair-wise deletion. Researchers
argue that a high proportion of missing responses may be attributed to a sloppy field work,
where the respondent didn't understand key questions, or a hurried respondent who did not
adequately consider the choice of responses (Cant et al., 2005:203).
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(2005:204) point out that descriptive statistics was also used to summarise the frequencies

of individual values or ranges of values for a variable (tables and charts).

4.2.6.2 Principal component analysis .

Principal component analysis was used in this study to confirm the reliability and validity of
the measuring instrument (questionnaires), as well as for data reduction. Principal
component analysis also assisted in classifying the variables and in developing and
refining research hypothesee. According to Leech, Barrett and Morgan (2005:80) the
principal components analysis is Aa data reduction technique used to reduce a large number
of variables to a smaller set of underlying factors that summarize the essential iriformation

contained in the variables.

According to Cooper and Schindler (20 cipal component analysis (PCA) is a

multivariate statistical method which ir matical procedure that transforms a
number of possibly correlated variabl r number of uncorrelated variables

called principal components. The first plvmponent accounts for as much of the
variability in the data as possi%f{)g Ieéﬂtys&fcg%lﬁg lgf)%nent accounts for as much
of the remaining variability as possibig; Thestiduél alsceuse Varimax orthogonal rotation
method developed by Kaiser (1958) were Principal component Eigen-values greater than 1
will be retained. ltems with factor loading lower than 0,300 will be removed as suggested
by Leech et al. (2005:80). The Principal component analysis was used in this study
specifically for two main purposes. Firstly, Principal component analysis was used to
enhance the validity and reliability of the measuring instrument, as well as data reduction.
Secondly, Principal component analysis also assisted in classifying the variables and in
developing research hypotheses. Principal component analysis also looks for patterns
among the variables to discover whether an underlying combination of the original
variables (a factor) can summarize the original set (Cooper & Schindler, 2008:562). Leech

et al. (2005:80) notes that the assumptions for factor analysis include:

> Normality- factor analysis is robust to the assumption of normality. However, if

variables are normally distributed, then the solution is enhanced.
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participants were informed on the aim, purpose, duration and objectives of the study and
how the collected déta was going to be of use and benefit to the society. It was the duty of
the researcher to keep personal information of the respondents under strict confidence.
The research process ensured that no harm befell the participants before, during and after
the process. The researcher therefore had the duty to debrief the participants on certain

aspects that participants had been deceived on, during the research process.

4.4 SUMMARY

This chapter examined the research methodology used in this study. The steps in the
business research process were identified and followed by the researcher. The chapter

discussed the scope of the survey, samnlinn mathnd gnd the organization of the survey.

Additionally, the chapter examined th g technique used for the research
study, especially the rationale for che administered questionnaire. It also
looked at the data collection technique g and the statistical packages used

to analyse data. Furthermore, the chapte' ne reliability of the results, the errors

that can affect the validity of t%f?ﬁb’&%é{%?“ﬁ%ﬁ‘ﬁﬁ’?re used by the researcher to

minimise these errors. The final stepoif fteraseBiel Mepgess which focuses on analysis of
results obtained from the empirical study will be presented in the next chapter.
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5.3.2.2 Question 6: English skill of respondents
Question 6 investigates on the English skill of immigrant entrepreneurs in an effort to

establish whether the results obtained in this research are consistent to other
characteristics of immigrant entrepreneurs obtained in earlier researches. Figure 5.4 shows

the English skill of respondents.

Figure 5.4: English skill of respondents

English skill of African-immigrant entrepreneurs

Average
Good

Excellent

English skill

47 African immigrant entrepreneurs (47%) interviewed had good English skill, 37 African-
immigrant entrepreneurs (37%) possessed average English skill, 9 African-immigrant
entrepreneurs (9%) admitted they possessed poor English skill and only 8 African-
immigrant entrepreneurs (7%) possessed excellent English skill. In total 91 percent of

African-immigrants possessed an average and above English skill a result which is
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To have personal freedom 3.36 0.626

To realise my dream 3.54 0.954

The results for drivers to African-immigrant entrepreneurship indicated that; to provide
empldyment (4.92), to earn a reasonable living (4.73), and to be my own boss (4.57), had
the highest means, while | enjoy taking risks (3.09), to challenge myself (3.31) and to have
personal freedom (3.36), had the lowest means. The results indicated that most African-
immigrant entrepreneurs are driven into entrepreneufship by employment and the dire

need to earn a reasonable living, a result which explains why they continue to thrive in an

environment where discrimination and » ife.
5.3.4.1 Principal component analysis dles
The principal component analysis was dy, primarily for data reduction and

secondarily for the detection of structure (/"¢ dimension) in the set of both the driver

and barrier variables. The prof¢gyire fp@@wq)'p fiig-Btpfy p@s such that; questionnaire
items with factor loading lower thah g 30 ivéré:. cﬁsa@mw as suggested by Leech ef al.

(2005:13). The results of the principél component analysis are presented below:

A. BTS AND KMO

To justify the use of the factor analysis, the Barlett Test of Sphericity (BTS) and Kaiser-
Meyer-Oklin (KMO) test of appropriateness were carried out accordingly. If the Bartlett's
test of sphericity is large and significant and KMO is greater than 0.6 then factorability is
assumed. The results of the BTS and KMO are presented in table 5.8 below
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CHAPTER SIX

CONCLUSIONS AND RECOMMENDATIONS

6.1 INTRODUCTION

This chapter marks the conclusion of a study that was undertaken to establish the drivers
and barriers to African-immigrant entrepreneurial performance in South Africa. Literature
review has reyealed that South Africa suffers from high unemployment, poverty, crime,
income inequality and weak economic growth, and bears an official estimate of 25 percent

of its economically active population being unemployed (Statistics South Africa, Quarterly

Labour Force Survey, 2011:12). E1* ~ ~'" was identified as a significant
component of the solution to South Afri 1t issues as it has been recognized
as one of the tools that drive the eco iry (Gree and Thumik, 2003:243).
Immigrant entrepreneurs have been ide jue group of entrepreneurs who are

consistently establishing small businesse Qjj#¥fners of South Africa that seem to be
successfully blooming in a busipggg @@Y@iwﬁ e rdfdqeal-owned SMEs seem to be
failing (Immigrant entrepreneur, 200®g6M). This-sterlgtherefore, seek to find the various
factors driving immigrants into business and also the barriers they face that affect their

entrepreneurial performance.

This-chapter summarizes the research findings and suggests recommendations to solve
the various problems highlighted by the research results. In addition, the limitations of the
study and the areas for future research will be stated. The following is the chapter outline
that was followed: Section 6.2 of this chapter presents a brief summary of each chapter
including the findings. Section 6.3 will highlight the recommendations. Section 6.4
discusses the achievement of objectives. Section 6.5 will examine the limitations of the
study and section 6.6 will highlight the areas for further study. Finally, section 6.7 will
conclude the study by giving a summary of this chapter. | |
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6.2 SUMMARY OF STUDY

This study comprised of six chapters. The summary of the six chapters is presented from
section 6.2.1 to 6.2.6. '

6.2.1 Introduction to the research (Chapter One)

The main objective of this study was to determine the factors driving immigrants into small
~ business and the barriers immigrants are facing in their day-to-day running that affects their
performance. Earlier studies point out that, South Africa suffers from high unemployment,
poverty, crime, income inequality and weak economic growth, and bears an official

estimate of 25 percent of its economically active population being unemployed (Statistics

~South Africa, Quarterly Labour Force £ 2). The proportion of the population
living below the poverty line is 57 perc 1 coefficient (a measure of income
inequality) is at 0.58 the highest in the oyment is 25 percent according to
Statistics South Africa (2011:12). SME w ones, are expected to be one of

the important vehicles to address the deveSililhallenges being faced by South Africa.
Therefore entrepreneurship is aﬁmmrttycqu@(m[t of abe solution to South Africa’s
development issues as it has been r8gs4Hzed ds-orie-tCthe tools that drive the economy
| of a country (Gree & Thumik, 2003:'243).

South Africa suffers from corporate restructuring and given the failure of the formal and
public sector to absorb the growing number of job seekers in South Africa, increasing
attention has focused on entrepreneurship and new firm creation and its potential for
contributing to economic growth and job creation. Entrepreneurship is considered to be an
~important mechanism for economic development through job creation and innovation
(Herrington & Kew, 2010:15). However, South Africa ranks 27th out df 59 countries in a
primary measure of entrepreneurship used by GEM, with a Total Early-Stage
Entrepreneurial Activity (TEA) below the average rate (11.9%) of all participating countries
(Herrington & Kéw, 2010:17). South Africa’s TEA rate of 8.9 percent is significantly lower
than the average 15.6 percent for all middle to Iow income countries and 11.7 percent for
all efficiency driven economies. The general expectation TEA rate of a country of South

Africa’s stage of development would be 16 percent which is almost double its current 8.9
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development of entrepreneurial finance skills and competencies by training and developing

financing skills and competencies to all entrepreneurs including immigrant entrepreneurs.

Banks have the duty to support efforts to get more immigrants into the banking systems by
lowering barriers to establishing accounts, employing bank tellers who come from the
various ethnic groups and speak many languages, and offering bank services mostly
needed by immigrant entrepreneurs such as money transmission services. In addition,
banks should refer rejected loan applicants to micro lenders who will be willing to render

immigrant entrepreneurs the financial services immigrant entrepreneurs will be seeking.

Crime is another barrier that composed the lack of finance factor. Crime results in loss of

finance or capital when the business is -~~>~~ ~*~~! 5 stolen or hijacked which results in
- the entrepreneur suffering capital loss. ranked among the top five highest
murder rates in the world together wit naica, Guatemala, and Venezuela,
making it one of the riskiest business Inited Nations Office on Drugs and

Crime, 2007). The lack of a safe and seCL.Ss environment in South Africa causes
fear in the development of enﬁﬂi\gé?@ilﬁ;soit F 5?"2%3%@9" that the South African
government should work in partnersfogstitle orgafiastitns such as Business Against Crime
South Africa and Business Unity South Africa to combat crime‘ in thé South African society.
The South African government needs to undertake well-publicized educational campaigns
-against crime and also encourage immigrant businesses to insure their stocks and assets.
Government can assist in subsidizing the cost of insurance or help to subsidize once-off
security costs such as burglar proofing. The legal system should also come up with more
stringent measures to deal with perpetrators that commit crimes against businesses,
especially those that are xenophobic related. More effective policing is needed especially

better police visibility, area coverage and faster response times to crime and crime cases.

Weak markets are the second underlying factor identified as a barrier to the performance of
African-immigrant businesses. Weak markets are characterised by dynamic changes in the
market demand, high fluctuations in commodity prices and high competition. Most small
businesses including immigrant businesses fail because of failure to keep up with the

~ constant changes in the business market. Therefore, immigrant entrepreneurs are urged to

145







































Klapper, L.F., Laeven, L. & Rajan, R. G. 2004. Business Environment and Firm Entry:
Evidence from International data. NBER Working paper No. w10380. '

Kloosterman, R., van der Leun, J. & Rath, J. 1999. Mixed embeddedness: (in)formal
economic activities and immigrant businesses in The Netherlands. International Journal of

Urban and Regional Research, 23. 252-66.

Kolvereid, L. & Isaksen, E. 2006. New business start-up and subsequent entry into self-

employment. Journal of Business Venturing, 21: 866-885.

Knight, F. H. 1921. Risk, Uncertainty, and Profit. Hart, Schaffner, and Max Prize Essays,
no. 31. Boston and New York: Houghton Mifflin.

Kuratiko, D.F. & Hodgetts, R.M. 20 irship: Theory, process, practice.

Australia: Thomson South-Western.

Landman, J.P. Bhorat, H. van der Berg,vﬂardt, C. 2003. Breaking the grip of

poverty and inequality in Souz‘h[j\{ziife &Oﬁ-ﬁ%f ﬁg{[ﬁlﬁfﬁeﬁéis issues and future policy
options [Online]. Available: WMQW [Accessed: 29 October

2010].

Leech, N.L., Barrett, K.C. & Morgan, G.A. 2005. SPSS for intermediate statistics, use and

interpretation. New Jersey: Lawrence Erlbaum Associates Inc.

Leedy, P. D. 2005. Practical Research: Planning and Design. New York: Upper Saddle
River.N.J: Prentice Hall. A

. Light, I. & Gold, J.S. 2000. Ethnic economies, Academic Press, UK.

Lloyd, H.R. 2010. Small and Medium Enterprises (SMEs): Instruments of Economic Growth
and Development in a South African Regional Dispensation [Online]. Available: http://www-
sre.wu-wien.ac.at/ersalersaconfs/ersa02/cd-rom/papers/464.pdf [Accessed: June 15,

2011].

158





















Visser, N.A. 2010. Comparison of telephone and face-to-face assessment of the modified . |

Ranking Scale. Lansdowne: Juta & Company Ltd.

Volery, T. 2007. Ethnic entrepreneurship: A theoretical framework. In: L.-P. Dana, Editor,
Handbook of research on ethnic minority entrepreneurship: A coevolutionary view on

resource management, Edward Elgar Publishing Cheltenham.

‘Watson, J. 2007. Modelling the Relationship between Networking and Firm Performance.
Journal of Business Venturing, 22: 852-874.

Weber, M. 1930. The Protestant Ethic and the Spirit of Capitalism, New York: Scribner.

Welch, S.L. 2004. International ent-==-==-"--*- and internationalization: Common
threads. In: L.P. Dana, Editor, Handb on international entrepreneurship,

Edward Elgar Publishing Cheltenham.

Wickham, P.A. 2004. Strategic Entrepre.. .. Nv: Prentice Hall.

>

World Bank Group. 2005. /Intdma ers$ Py\@ﬁw Nesddial _article [Online]. Available:
http://worldbank.org/wbsite/external/jdtr statistics: {Acesssed: 13 July 2011].

World Bank. 2006. World development indicafor database [Online]. Available:
http://worldbank.org/wbsite/external/data statistics. [Accessed: 15 June 2011].

World Bank Institute Report. 2008. South African country brief [Online]. Available:
http:/siteresource.worldbank.org/GILDSOUTHAFRICA/insolvency%20law. [Accessed: 16
| May 2011].

World Business Council for Sustainable Development. 2004. Promoting Small and Medium
Enterprises  for  Sustainable Development. Issue Brief [Online]. Available:

www.Wbcsd.orq/wev/deveIopment.html. [Accessed: 13 July 2011].

Zhou, J. X. 2008. Chinese Immigrant Entrepreneurs in New England Area. Master's

Thesis. Massachusetts Institute of Technolog, USA.

165






























