€|B)E[RE.

Entrepreneurial Business and Economics Review

2015, Vol. 3, No. 3 DOI: 10.15678/EBER.2015.030303

Immigrant Capital and Entrepreneurial Opportunities

Malavika Sundararajan, Binod Sundararajan

ABSTRACT
Objective: The main objective of this study is to define and operationalize the concept
of immigrant capital, a key factor that differentiates immigrant from host country
entrepreneurs in how they recognize and start new ventures.
Research Design & Methods: Using grounded theory, we synthesized the outcomes
from the analysis of eight Canadian and U.S. case studies of successful immigrant
entrepreneurs with the key findings from the literature to define and develop a model
of immigrant capital.
Findings: Based on our grounded theory development process we show that the con-
cept of immigrant capital as a distillate of human, cultural, economic and social capital
that goes beyond expected opportunity recognition (OR) drivers like prior knowledge
and prior experience to differentiate and enhance the immigrant entrepreneur’s abil-
ity to recognize business opportunities compared to host country entrepreneurs.
Implications & Recommendations: Understanding a unique resource like immigrant
capital, will help immigrant as well as host country entrepreneurs further develop
their opportunity recognition ability by bridging gaps and fulfilling the needs for both,
immigrant and host country consumers.
Contribution & Value Added: The main contribution is the theoretical development,
identification and definition of the immigrant capital model and propositions that will
articulate the factors that lead to the conceptualization and operationalization of
immigrant capital.
Article type: conceptual paper
immigrant entrepreneurs; immigrant capital; opportunity recogni-

Keywords: .
v tion; boundary spanners
JEL codes: F22,J15, L26
Received: 31 May 2015 Revised: 1 September 2015 Accepted: 15 September 2015

Suggested citation:
Sundararajan, M., & Sundararajan, B. (2015). Immigrant Capital and Entrepreneurial Opportunities.
Entrepreneurial Business and Economics Review,3(3), 29-50. doi: 10.15678/EBER.2015.030303



30 | Malavika Sundararajan, Binod Sundararajan

INTRODUCTION

Numerous theories have been used to explain the relationship between immigration and
entrepreneurship. According to the Kauffman foundation’s review of the state of this
field, the immigrant entrepreneurial activity theories range from intrinsic capabilities of
immigrants (human capital), access to social capital, transnational resources, knowledge
networks and ready role models as well as host and home country characteristics that
lead immigrants to start small businesses. A lack of synthesized and integrated models
has, however, led to fragmented understanding of the true drivers of immigrant entre-
preneurship, thus making it difficult to repeat the success of immigrants’ entrepreneurial
activities among host country entrepreneurs. Immigrant entrepreneurship nevertheless
continues to be a critical area of study due to the increasing and sustained trends in
entrepreneurial activity among immigrants in the United States and Canada as well as
other developed nations. For instance, in the United States according to most recent SBA
(Small Business Administration) reports (Contreras-Sweet, 2015, p. 1), “immigrant entre-
preneurs are twice as likely to start a business as native-born citizens and more im-
portantly, immigrants are actually creating jobs in neighbourhoods where they’re needed
the most.” Further, according to the Fiscal Policy Institute as reported by the current
administration, immigrant owned small businesses, with an annual generation of $776
billion in revenues, employed nearly 4.7 million people in 2007, showing the immense
contribution of this sector (Furman & Gray, 2012). Similarly, in Canada, the first genera-
tion total entrepreneurial activity is higher than that of the general population (Langford,
Josty & Holbrook, 2013). Interestingly in Canada, there is a large push in opportunity
driven entrepreneurship among immigrants compared to natives (lbid), which shows
that most of immigrants are not turning to entrepreneurship out of necessity but rather
out of interest and possibly a greater propensity for being able to recognize business
opportunities in comparison to their counterparts in the host country. These sustained
immigrant entrepreneurship trends lead us to seek a more robust and comprehensive
model that can help us understand why more immigrant and not host country entrepre-
neurs recognize a higher number of business opportunities.

Entrepreneurship itself, is seen as an activity that involves the discovery, creation
and exploitation of opportunities (Shane & Venkatraman, 2000) wherein a key aspect of
being able to perceive entrepreneurial opportunities lies in the access to new infor-
mation (Arenius & De Clercq, 2005) as well as the individual’s ability to recognize pat-
terns, given that new information (Baron, 2004). Over the past decade, research has
found that immigrants and host country entrepreneurs clearly differ in their perceptions
of opportunities, as a consequence of which, foreign born individuals are more likely to
start companies than their native born counterparts (Fairlie, 2008, Light & Rosenstein,
1998). This difference in perception and “how” it leads immigrants, compared to natives,
to recognize entrepreneurial opportunities and start new ventures forms the crux of our
paper. Hence the main objective of our paper is to introduce and operationalize what we
term as immigrant capital, which we propose is the key differentiating factor between
immigrant and host country entrepreneurs’ ability to recognize business opportunities.
As we proceed further, founded on the concept of grounded theory, we simultaneously
build our theory following the collection and detailed coding of eight U.S. and Canadian
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immigrant entrepreneur case studies, synthesize that information with our literature on
immigrant and host country entrepreneurship as well as opportunity recognition drivers,
build our theoretical model of immigrant capital and put forth propositions that can be
used to test the model in subsequent empirical studies. We summarize our propositions
in the discussion section and conclude with implications of the model, limitations of our
paper and future research in this area.

MATERIAL AND METHODS

Opportunity recognition (OR) refers to the active, cognitive processes through which
individuals conclude, that they have identified the potential to create something new,
that has the potential to generate economic value and is viewed as desirable in the soci-
ety in which it occurs (Baron, 2004). The most consistent cognitive aspects outlined in
the OR literature are prior knowledge and prior experience (Shane, 2000; Shepherd &
DeTtienne, 2005) and psychological factors like motivation, creativity and intention
(goals) (Hostager, et al., 1998; Hills, Shrader & Lumpkin, 1999; Bird, 1992; Krueger, 1993).
The empirical studies show that it is either the possession of the above individual charac-
teristics or the access to acquiring them that lead to opportunity recognition. Thus the
ability to recognize opportunities has been approached by either directly assessing the
entrepreneur’s human capital or by resources that support its development, namely,
economic, cultural and social capital, as seen from the emphasis on integrated models
(Bates, 1997; Pécoud, 2000; Sequeira & Rasheed, 2006). More recent studies in oppor-
tunity recognition vacillate between emphasis on cognitive and emotional mechanisms
(Tumasjan & Braun, 2012; Foo, 2011; Mitchell & Shepherd 2010; Vaghely & Julien, 2010;
Cardon et al., 2009; Foo, Uy & Baron, 2009; Baron, 2008; Baron & Ensley 2006; Cardon et
al.,, 2005) and the access to information through social networks (Kontinen & Ojala,
2011; Bhagavatula et al., 2010; Ramos-Rodriguez et al., 2010; Ozgen & Baron, 2007;
Puhakka, 2006; Jack & Anderson, 2002). However, specific to the context of immigrant
and host country entrepreneurs, research has indicated that while the motives, atti-
tudes, behaviors and choice of industry vary greatly between different immigrant groups
(Masurel et al., 2012; Basu, 1998) and can rarely offer a predictive model of opportunity
recognition by themselves, the interaction between these immigrant group characteris-
tics and the opportunity structures in the host country often contribute to increased
entrepreneurial activity among immigrants (Waldinger, Aldrich & Ward, 1990). Subse-
qguent studies (Pécoud, 2000; Marger, 2001) also indicated that it was the immigrants’
social, cultural, economic and human capital that led to their access to markets and fi-
nance which helped them start companies (Sequeira & Rasheed, 2006). On the one
hand, while human capital (also supported by cultural capital) was good for entry into
nascent entrepreneurship and strong social capital helped the immigrants carry the busi-
ness forward, in the end, it was the act of bridging social ties that proved to be more
important than bonding for business (Davidsson & Honig, 2003). In the above context,
bonding occurs between the nodes within a social network whereas bridging occurs
between two social networks. In order to build grounded theory, before synthesizing
additional concepts from past literature, we first seek to draw codified data from our
initial set of case studies from both the U.S. and Canada to help us build our theoretical
model. Following which, we will draw out the patterns of activities that have led immi-
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grants to recognize opportunities and start businesses. Founded on these extracted pat-
terns, we develop and propose the immigrant capital model that shows how immigrants
are able to recognize a greater number of opportunities compared to host country na-
tives.

Drawing on Codified Data- Data Collection and Analysis
of Case Studies of Immigrant Entrepreneurs

Our research design is based on Glaser and Strauss’s (1967) concept of grounded theory,
which is a general methodology of analysis linked with data collection that uses a sys-
tematically applied set of methods to generate an inductive theory about a substantive
theory. Glaser (1992) emphasized the necessity for the researcher to be more creative
rather than procedural alone in his or her methodological approach. Hence, founded on
the understanding that data collection, analysis and resultant theory generation have
reciprocal relationships, as a first step in this process, our paper represents the initial
stages in the grounded theory approach to theory development in immigrant capital. In
order to facilitate the development of the model, as a pilot study we carried out a series
of case study analyses. Eight cases from archived data, were analysed and tabulated to
see if there were patterns of unique immigrant characteristics that could contribute to
the model of immigrant capital.

We utilized secondary data of select cases from both Canada and the US. Based on
the importance placed by the US and Canadian governments’ emphasis on immigrants
being the driving force of job creation in their economies, for our initial round of data
collection, we used a convenience sample from both government websites of immigrant
entrepreneurs, who were identified and promoted by their respective governments as
success stories. The immigrant entrepreneurs in Canada were winners of the top 25
immigrant awards in the year 2013. The US immigrant entrepreneurs were the success
stories of immigrant entrepreneurs followed by the Massachusetts State. We selected
four cases from each country.

Methodology

We categorized each case’s content into human, cultural, economic and social capital
available to the respective immigrant. We also added two measures to capture the num-
ber of cross-country networks the immigrant entrepreneurs were boundary spanners of,
and the type of nodes they seemed to have access to, which would have enabled them
to recognize the opportunity and start their companies.

Synthesis of Findings with literature to develop theory and model
of Immigrant Capital

Based on our analysis, we identified as shown in the tables (please refer A3 tables 1 and
2), two distinct patterns. One that the number of networks they were part of was by
default two or more. Second, the nodes or dots they identified and connected with,
which led to the recognition of their business opportunity and establishment of their
company, were from multiple cross-country networks, both in the US and Canada. These
patterns are only preliminary in their assessment but allow us to build the theory further
as we revisit the literature in this area.



Table 1. United States Case Studies of Immigrant Entrepreneurs as boundary spanners

Host Country

USA

Company Name

Swissbakers

Ultra Beauty Salon

Boston Bio-medical

Zumi’s Espresso and Ice

Cream
. . Bi dical .
Company Product Bakery items Beauty Services lomedica Food Services
research
Country of Origin Switzerland Dominican Republic China Nepal

Human Capital

Knowledge of baking,
Passion, Diligence, English
Language

Family Values, acquired
Cosmetology knowledge,
Creative

Medical Higher Education
Knowledge of English
Occupation

Unrelated prior knowledge
(outdoor sports)

Cultural Capital

Language, Family values,
More accepted with
European accent

Hard work, family business

Experience of a poor
country and grew up in a
cultural revolution

Grew in a mountain village
with farmers in country of
origin

Economic Capital

Personal funds

Personal funds

n/a

n/a

Social Capital

n/a

Number of Cross-cultural
networks as boundary
spanners

Multiple in Europe and US
cultures

In Dominican, Hispanic and
US cultures

China, Japan, USA

Nepal, UK, USA

Types of Nodes
(Dots) Connected

Difference in ways of
eating in the two cultures,
brought European lifestyle

to USA, thus saw an

opportunity to serve

American Community

Understood the need of
Hispanic community to
have a Hispanic
hairdresser, In US it was
either Caucasian or African
American salons. Only two
salons in Boston, so saw an
opportunity to serve
ethnic community

Saw need for extensive
Cancer Research and
capitalized entrepreneurial
ambition to be a scientist
in America due to its host
country characteristics
allowing the pursuit of
such endeavors

For Coffee Shop, knew
farmers from Nepal, saw it
was not fresh always in the

US so purchased directly
from farmers in Nepal. Felt

US was a great place to

provide awareness for
human rights so practiced

as US supported it

Source: http://www.ilctr.org/promoting-immigrants/immigrant-entrepreneurship/video-interviews/
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Table 2. Canadian Case Studies of Immigrant Entrepreneurs as boundary spanners

Host Country

CANADA

Company Name

Foundry Communications

Manga Hotels

Active Vision Charity
Association

WE-ELITE

Company Product

Design Communications

Hotel

Social Educational and
youth support

Business Mentoring and
Support for Women

Country of Origin

Yemen

India

Guyana

India

Human Capital

Speaks five languages,
Obtained higher education
in host country

Engineering background,
high socio-economic status

Has higher education
and business skills and
social service degree

Has higher education from
country of origin with
business experience

Cultural Capital

Experience of civil Wars,
poverty

Hard work, family values,
need to survive, hands on

Poorer countries,
support systems, cultural

High socio-economic status
experience in developing
country, hard work, family

networks as
boundary spanners

Canada

2 -India, Canada

Communities, Canada

management heritage
values
Economic Capital n/a Personal, family n/a Personal, family
Social Capital None
Number of Cross-
cultural 3, Yemen, Middle-East, 3-Guyana, Caribbean

2-India, Canada

Types of Nodes
(Dots) Connected

Followed Education based
business but in business
uses skills- where she
instinctively knows when a
concept has the potential to
transcend popular culture
and evoke a genuine human
response

Unrelated to education, but
found family who owned
motel in ethnic community,
saw small size of hotel
industry in Canada and thus
began purchasing property
and building the hotel
business

Saw need to mentor and
support immigrants in
Canada and to give back
books to Guyanese
children and start youth
support programs in
Guyana

Utilized past business
experience to start to
support women immigrants
in host country. Organizers
country of origin based
cultural programs in host
country

Source: http://canadianimmigrant.ca/canadas-top-25-immigrants/canadas-top-25-immigrants-2013
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LITERATURE REVIEW AND THEORY DEVELOPMENT

An important observation from our case analyses is the presence of a process of associa-
tion of information from multiple sources given their vantage point across different net-
works. This observation is substantiated by research in the opportunity recognition liter-
ature (Vaghely & Julien, 2010; Baron & Ensley, 2006). They show that linking patterns of
information from various sources forms the basis of innovation and new business oppor-
tunities. We also see a definitive emphasis, by opportunity recognition researchers, on
the need to concentrate on the process of how opportunity recognition takes place ra-
ther than just the characteristics of the individual (Davidsson & Honig, 2003; Ardichvili,
Cardozo & Ray, 2003). The process itself is shown to entail scanning and search, associa-
tion and connection and finally the evaluation and judgment (Tang, Kacmar & Busenitz,
2012). Hence, investigating these concepts further, we find that entrepreneurship in-
volves the nexus of opportunities and enterprising individuals (Shane & Venkataraman,
2000) but at the same time, the process of opportunity recognition is a function of ge-
netic and environmental factors (Nicolaou & Shane, 2009). Further, immigrant entrepre-
neurship literature shows that interaction between opportunity structures and immi-
grant group characteristics as well as their ethnic strategies is complex but relevant be-
cause the changing opportunity structures present different market conditions
(Waldinger, Aldrich & Ward, 1990) which will impact the business opportunity recogni-
tion process. The greatest weight although, has been given to the immigrant’s social
capital and how they are able to access new information (Zhou, 2004; Jack & Anderson,
2002; Ndoen et al., 2000).

Thus not surprisingly, to understand the immigrant entrepreneur’s trends, research-
ers have observed that it could be a combination of social, cultural, economic and human
capital (Bates, 1997; Pécoud, 2000; Sequeira & Rasheed, 2006) that helps immigrant
entrepreneurs recognize opportunities and successfully start new ventures. This alone,
however, cannot help explain the immigrant entrepreneur’s ability to start more busi-
nesses than host country entrepreneurs because, host country entrepreneurs are equally
aware of their own countrymen’s cultural needs and requirements, have substantial
social, human, cultural and economic capital and yet, immigrants are seen to be twice as
likely to start new businesses as natives (Contreras-Sweet, 2015). Thus even though the
debate about what leads immigrants to recognize more entrepreneurial opportunities
than natives remains ongoing (Light, 2014), it has become critical to develop a more
complete theory of immigrant entrepreneurship through the integration of the four
kinds of capital namely, social, cultural, human and economic (Sequeira & Rasheed,
2006) to be able to learn from and replicate the sustained success of immigrant entre-
preneurial activity. The support to derive an integrated model can also be seen in the
opportunity recognition literature, which states, not only are entrepreneurial opportuni-
ties recognized from individual’s differential access to information (Kirzner, 1973) but
entrepreneur’s must be able to recognize the value of any new information to which
they are exposed (Shane, 2000). This also means that the ability to recognize patterns
and connect the dots becomes a critical distinguishing factor between entrepreneurs and
non-entrepreneurs (Baron & Ensley, 2006). Proceeding further, we explore each of the
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factors identified to be critical for opportunity recognition and immigrant entrepreneurs
to aid the development of the concept of immigrant capital.

Human Capital, Opportunity Recognition
and Immigrant Entrepreneurship

When developing an opportunity recognition model based on human capital (in this
paper, we conceptualize this as all individual characteristics that contribute to their skills,
knowledge and abilities) we note that the strongest empirical evidence has been for
prior knowledge and experience in relation to individual cognitive processes (Shane
2000; Simon, Houghton & Aquino 2000; Shepherd & Detienne, 2005; Baron & Ensley,
2006). Prior knowledge of a particular market helps entrepreneurs recognize opportuni-
ties more easily (Shane, 2000). Specific to the case of immigrant entrepreneurs, research
shows that higher educational attainment in their country of origin, prior to immigrating,
and that acquired in the host country, contribute to greater entrepreneurial activity
among immigrants (Arenius & De Clercq, 2004; Razin & Scheinberg, 2001; Froschanuer,
2001; Bates, 1994; Becker, 1964). Additionally, prior experience in the form of being self-
employed in their country of origin has also been shown to increase the likelihood of
immigrants being self-employed in host countries (Akee, Jaeger, & Tatsiramos, 2007).
Prior experience in an occupation also led to developing businesses in the same field
(Cooper & Dunkerberg, 1986). We summarize, with respect to human capital, that immi-
grant entrepreneurs are able to recognize opportunities better than others using cogni-
tive schemas or learning, obtained from prior experience (from prior self-employment)
and knowledge (from higher educational attainment). Since, natives can also have all of
the above characteristics, the question still remains, “why are immigrants more likely to
start new businesses than natives”. What other factors could be at play here?

Cultural Capital, Opportunity Recognition
and Immigrant Entrepreneurship

With reference to cultural capital, compared to natives, first generation immigrants re-
main embedded in their original country’s culture despite the influence of the host coun-
try’s cultural environment (Hofstede et al., 2004), hence making it equally important to
view entrepreneurship as a function of cultural perception of opportunities (Dana, 1996).
Early research in this topic showed that the entrepreneurial propensity is based on na-
tional origin, national culture and religious notions (Aldrich, 1990), which we refer to as
their cultural capital in this paper. The immigrant’s cultural knowledge in the use of their
mother-tongue in marketing their business is also viewed as an additional advantage
(Barett, Jones & McEvoy, 2003). Another important differentiating cultural factor is that,
immigrants from countries with low power distance are more likely to become entrepre-
neurs (Vinogradov & Kolvereid, 2007). On the other hand, in certain countries like Alge-
ria, family is viewed to be detrimental in the development of entrepreneurial intention
of women entrepreneurs (Benhabib et al., 2014). As already noted above, immigrants
from countries with a greater number of self-employed people are more likely to be self-
employed in host countries, (Akee, Jaeger, & Tatsiramos, 2007). However, when we
summarize the findings, we understand that it is not about different cultures, but the
different ways of mobilizing and using resources in different cultures and the different
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ways of linking culture to action that adds value to an immigrant entrepreneur’s cultural
capital (Swidler, 2001).

Economic Capital, Opportunity Recognition
and Immigrant Entrepreneurship

Economic capital or access to financial resources will undoubtedly play a deciding role in
whether or not, an immigrant is able to start a new venture in the host country (Marger,
2001; Stark & Wang, 2002, SBA Report, 2012). Research has, likewise, shown that in
addition to educational attainment, large investments do indeed play a role in the suc-
cess of immigrant entrepreneurs (Bates, 1994). In fact, when immigrants come from
higher economic classes, their better access to financial access (through their strong
family ties and trust networks)increases their likelihood of entrepreneurial activity and
success (Zhou, 2004). Those with high socio-economic status with access to greater hu-
man, social and investment capital as well as business support, have greater success as
entrepreneurs (Anderson & Miller, 2003). While, this is impressive, it is once again not
unique to immigrants, and therefore still fails to address the key differentiating factor in
entrepreneurial activity.

Social Capital, Opportunity Recognition
and Immigrant Entrepreneurship

A strongly emphasized area with respect to the ability of immigrants to recognize oppor-
tunities is their social capital. Research shows that immigrants and natives, differ in their
perceptions of opportunities because of difference between the networks they are em-
bedded in and nature of one’s residential area (Arenius & De Clercq, 2004). An immi-
grant’s social capital has been studied as the various ties or relations they have in their
host and home countries (Zhou, 2004; Jack & Anderson, 2002). When immigrants forge
and sustain multi-stranded relations that link together their societies of origin and set-
tlement, the resultant social capital (network) is defined as transnationalism (Basch,
Schiller & Blanc, 1994). When the immigrants’ group membership is tied to a common
cultural heritage, intrinsically intertwined in particular social structures in which individ-
ual behavior, social relations and economic transitions are constrained, it is referred to
as ethnic enclaves (Zhou, 2004). Enclave entrepreneurs include those who are bounded
by co-ethnicity, co-ethnic social structures and location. Even though early studies about
the effects of social capital on immigrant populations were around the job search and
ethnic segmentation in labor markets (Sanders, Nee & Sernau, 2002) or even the estab-
lishment of trust and cooperation (Portes & Sensenbrenner, 1993), studies about trans-
national ties and ethnic enclaves offer support for what is often highlighted in social
capital literature as the key purpose of networks in entrepreneurial activities, i.e. access
to other resources (Aldrich & Zimmer, 1996). For instance, access to unknown and new
opportunities through structural holes (Burt, 2009) or networks that create new
knowledge and help with exchange of knowledge (Nahapiet and Ghoshal, 1998) or net-
works which are a source of new ideas (Christenson & Peterson, 1990) and new oppor-
tunities (Singh et al., 1999) with access to knowledge the immigrant entrepreneur does
not currently possess. A search for patterns with respect to the distinct advantage that
an immigrant entrepreneur has over his/her counterpart showed that, whatever their
ethnicity, all immigrants’ association networks tend to mix socializing with support for
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professional and technical advancement. The willingness to mentor new incumbents,
share knowledge and experience, to provide contacts for new businesses all act as a
definite advantage for the new immigrant entrepreneur, hence, enabling continuous
knowledge flow among community members, mentor-apprentice relationships in the
networks; and access to contacts through trusted networks (Saxenian, 2002).

However, opportunity recognition literature has shown that having access to infor-
mation alone does not lead to opportunity recognition, rather that opportunities are
identified only when people formulate a new means-ends framework in response to that
new information utilizing associated thinking and more diverse knowledge and infor-
mation (Dyer, Gregersen & Christensen, 2008).

To understand how immigrants formulate this new means-ends framework, we build
upon the research findings of social capital and integrate it with the concepts put forth
by immigrant entrepreneurship researchers with respect to opportunity structures
(Waldinger, Aldrich & Ward, 1990); the co-ethnic structures of ethnic enclaves (Zhou,
2004) and value of being embedded in local social structures (Jack & Anderson, 2002).

It must be noted that studies related to transmigrants, i.e., immigrants who make
decisions, take actions, and develop identities in social networks that connect them to
two or more societies simultaneously (Schiller, Basch & Blanc-Szanton, 1992), address a
similar concept of access to different types of capital and its value to the immigrant’s
country of origin. Our paper, however, is very different in its aim, as it identifies the
unique capability of immigrant entrepreneurs both within and outside the host country
and how this capability differentiates them from the natives, who have access to similar
sources of capital. As we proceed to develop the model, we will funnel in on the unique-
ness of the capital possessed by immigrants when compared to their host country coun-
terparts and then propose the model and its propositions.

Development of the Concept, Definition
and Operationalization of Immigrant Capital

Recent studies have begun identifying that it may indeed be the immigrant entrepre-
neur’s outsider status that allows them to recognize, “out of the box” opportunities that
natives with similar knowledge and skills cannot perceive (Hart, Acs & Tracy, 2009). The
immigrant’s capabilities may be linked to unique entrepreneurial resources, like access
to partners, customers and suppliers in their countries of origin.

Initial studies (Pécoud, 2000; Marger, 2001) indicated that it was the immigrants’ so-
cial, cultural, economic and human capital that led to their access to markets and finance
which helped them start companies (Sequeira & Rasheed, 2006). Yet the model fails to
account for the fact that natives also possess similar capital resources (Figure 1).

Thus, in creating an integrated theory of immigrant entrepreneurship, we must con-
sider immigrant capital as not just moderating the relationships, but being a prime mov-
er that leads to immigrant entrepreneurial opportunity recognition and venture creation
processes.

Even though individuals access to external knowledge through social networks in
which they participate is shown to be fundamental for developing the capacity to recog-
nize new business opportunities (Ramos-Rodriguez et al., 2010), the quality of the net-
work contacts is equally important (Hills, 1995). In social networks while we hope the
individual’s contacts (nodes) will do the work of being in different places at the same
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time and providing access to that information and resource to the immigrant (Bhaga-
vatula et al., 2010), it is imperative to acknowledge that different people perceive differ-
ent values of the same information thus leading to differences in identifying opportuni-
ties (Shane, 2000). So in this case, although the individual has access to multiple contacts
and their information, it would not be able replace the individual’s direct presence in
multiple networks. This is in alighment with another key point that we observed in our
cases, which was, the immigrant entrepreneurs’ position as boundary spanners in multi-
ple cross-country social networks and “their” perception of novel business opportunities
which they perceived through associated thinking.

Human Capital

Education, Prior
occupation
knowledge, Prior »
Self-employment ¢
\ y

Access to contacts,
trust, money,
knowledge, strong
and weak ties

Low-Power distance,
values, language,
behavior, practices, o

habits, family support

Cultural Capital

7 ~ - Social Capital
4 N

S
Personal and family N

7 savings, assets, bank N
7 loans, credit cards

o e e mm = = — —— A

Economic Capital

Figure 1. Four forms of capital available to Immigrant and native entrepreneurs
Source: own elaboration.

The Immigrant Capital Model

Thus, immigrant entrepreneurs in addition to all four types of capital, possess a unique
perspective to view the cross-country needs within and outside their ethnic enclaves.
They obtain this uniqueness due to two reasons. The first, is their position as boundary
spanners in multiple networks. Boundary spanners, by virtue of their position in and
across networks, have the ability to not only connect an organization or group to the
external environment, but also have the ability to influence the decisions, processes and
information flowing between the internal and external networks. They thus become the
harbingers of potential risks and opportunities existing across diverse networks. Fried-
man and Podolny (1992) explain that past research indicates, how boundary spanners
are important for conducting exchange between groups for international diplomacy and
for communication between ethnic groups.

However, the manner in which this occurs is in essence a distillate of the immigrant’s
human, cultural, social and economic capital, which is the second and most important
reason for an immigrant entrepreneur’s uniqueness. As illustrated in the figure 2, we
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realize the unique differentiating factor between immigrants and natives, is not only
their position as boundary spanners in multiple, diverse cross-country networks, but the
access they have to a greater number of nodes (with new knowledge, skills, money, ex-
perience, contacts and support) that increase the probability of immigrants to connect a
greater number of dots (nodes) enabling them to recognize more entrepreneurial (busi-
ness) opportunities, compared to natives.
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Figure 2. Formation of Immigrant Capital by being boundary spanners in multiple networks
with access to greater number of nodes or dots that they can connect,
thus leading to greater ability to recognize opportunities
Source: own elaboration.

Being embedded in the social structure creates opportunities and improves perfor-
mance because embedding enables the entrepreneurs to use the specifics of the envi-
ronment. Still, the opportunity creation is in turn also influenced by the immigrant’s role
in the social network when they become part of the local structure (Jack & Anderson,
2002). So when an individual has multi-positional multi-network embeddedness, they are
able to draw upon and use resources that help create opportunities which can fit the
specific needs of each of those networks (i.e. for the local situation, the ethnic enclaves
and a niche market) hence giving rise to a higher number of potential business opportu-
nities compared to natives who would be embedded only in their local social structures.

As explained by Jack and Anderson (2002) the process of opportunity recognition is
thus much more than just developing social networks. Studies explain, that new infor-
mation is often shared only by personal relations in certain countries’ social networks
(Puhakka, 2006). Further, entrepreneurs who recognize opportunities seem to organize
prior knowledge and information in a way that is easily accessible to them, and therefore
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have confidence in using weak and strong ties to see opportunities in environment
(Riquelme, 2013).

Based on Jack and Anderson’s (2002) model we suggest, that by being boundary
spanners embedded in multiple countries’ social structures, it makes it easier for the
immigrant entrepreneurs to understand what is required and available in the various
markets. Once the immigrant entrepreneurs understand the nature of the structure,it
allows them to enact or re-enact this structure which forges new ties and maintain both
the links and structure across different social structures, thus extracting and producing
value from and to the local, ethnic and cross-country structures.

Hence, we call this pattern ‘immigrant capital’ and posit that it is culled from all four
forms of capital. This dual or multiple sided perspective, provides the immigrant entre-
preneur the distinct advantage of having a cross-country cognitive schema. They begin
connecting the dots, wherein the dots are represented by independent nodes of infor-
mation available in their network environments, by understanding the needs of the eth-
nic and host communities as well as the gaps in the market which failed to serve one or
both communities. With ethnic communities it is products from their country of origin,
products in the local market with an added cultural value and services that support new
immigrants. For host country communities it may be offering products that can be excit-
ing due to the novelty of the product or services’ cross-country element or the lowered
price due to its outsourced/imported nature, or even a product or service based on one’s
high educational knowledge, otherwise lacking in the host country, native born individu-
als.

What we observe is, that to succeed in their venture, the immigrant will actively seek
the participation of boundary spanners in the community, or themselves become the
boundary spanners, so as to obtain access between adjoining cross-country enclaves as
well as the broader host society and therefore be more attuned to cross-country oppor-
tunities. We thus define immigrant capital as follows:

Immigrant capitalist the ability of an immigrant to actively seek and embed them-
selves in boundary spanner positions in cross-country networks in such a manner so as to
facilitate the development of cross-country cognitive schemas that provides access to a
greater number of network nodes, which provide access to diverse information that can
be connected, enabling immigrant entrepreneurs to recognize opportunities better than
the natives.

We operationalize immigrant capital in terms of measuring it by the number of dif-
ferent country networks the immigrant is a boundary spanner of and the number of
nodes (dots) in the form (type) of knowledge, access to new information, self-
employment experience, money and contacts available to them in those networks.
Based on the above model, we thus put forth the following three propositions to differ-
entiate immigrant entrepreneur’s opportunity recognition ability from that of host coun-
try entrepreneurs.

Proposition 1: Immigrants, who have access to social, cultural, human and economic
capital and who actively seek boundary spanner positions in cross-cultural networks, will
be able to better demonstrate (than the other immigrants) the phenomenon of immi-
grant capital, as they seek to recognize opportunities and start entrepreneurial ventures.
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Proposition 2: Immigrants with greater immigrant capital in the form of being boundary
spanners in two or more cross-country embedded social networks, with access to a
greater number of dots, will recognize a higher number of entrepreneurial opportunities
than host country entrepreneurs.

Based on our grounded theory approach, the reemphasis on concentrating on the
process, shows that the integration of human capital and social network concepts sup-
ported by access to cultural and economic resources leads to an enhanced ability in im-
migrants to recognize opportunities and create ventures. First from the human capital
side, studies show that opportunity images of experienced entrepreneurs focus on prof-
itability, feasibility and awareness of their respective environments (Baron & Ensley,
2006). But, those with a self-image of vulnerability where they have a higher fear of
failure may be less likely to differentiate between environments that can and cannot
benefit their venture compared to those that have a self-image of enhanced capability
(Mitchell & Shepherd, 2010). So, from a human capital perspective it is helpful to have
greater entrepreneurial self-efficacy and an ability to connect the dots. From a social
capital perspective, we acknowledge studies have shown that entrepreneurs with higher
generalized trust and the breadth of formal organizational memberships are more likely
to perceive entrepreneurial opportunities (Kwon & Arenius, 2010) or that strong ties
lubricate the economic transactions of a venture and increase its chances of success in
performance (Bhagavatula et al., 2010). Similarly, as explained previously, both cultural
(Dana, 1996) and financial support (Marger, 2001; Stark & Wang, 2002; SBA Report,
2012) play a significant role in going beyond the point of recognizing opportunities and
supporting the creation of new ventures. We thus propose that:

Proposition 3: Immigrant entrepreneurs with greater immigrant capital in the form of
being boundary spanners in two or more cross-country embedded social networks, with
access to economic, human and social capital will be more successful in starting their new
ventures than host country entrepreneurs.

As part of the continuing process of building our theoretical model, to test these
propositions, in the future, we plan to collect three different forms of data, one-to-one
interviews with successful immigrant entrepreneurs and host country entrepreneurs,
survey data of host country and immigrant entrepreneurs and archived stories from
newspapers or magazines describing successful immigrant and host country entrepre-
neurs. Such a combination of one-to-one interviews and network surveys will help identi-
fy not only the structural positions that successful immigrant entrepreneurs occupy in
cross-country networks, but possibly confirm that they are indeed occupying boundary
spanning positions in these networks. Survey data and archived data analysis will further
help triangulate the findings and allow the testing of these propositions as hypotheses.

The interview data and archived data will both be coded using researcher construct-
ed categories (Douglas, 2003). These codes will follow both an open coding approach, as
well as a thematic code category approach. The thematic code categories will be as de-
picted in the figure 3. As we indicated earlier, immigrant capital is a distillate of social
capital, economic capital, cultural capital and human capital and the network positions
assumed and adopted by immigrant entrepreneurs, arising from their networking activi-
ties and their network capital will likely give them prominence, allow them to occupy
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boundary spanning positions across cross-country networks and bridge structural holes
across networks (Burt, 2009) leading them to recognize opportunities earlier than other
host country entrepreneurs.

Figure 3. The thematic code categories to measure immigrant capital as a distillate of different
opportunity recognition and venture creation driving factors
Source: own elaboration.

CONCLUSIONS

Our paper, utilizing the process of grounded theory, synthesized current immigrant en-
trepreneurship literature with coded data collected from archived secondary case data
to propose a model of immigrant capital that explain why immigrants and not natives
display a higher rate of entrepreneurial activity. Considering that class and level of edu-
cation of all immigrant groups are subjected to different economic and social influences,
we cannot expect a simple universal panacea to describe entrepreneurial activity among
different immigrant entrepreneur groups (lbrahim & Galt, 2003). However, adopting
Singh’s (2001) view of entrepreneurial opportunities as feasible, profit-seeking, potential
ventures that provide an innovative new product or service, or those that imitate a prof-
itable product/service in a less than saturated market, we get a broad enough definition
that allows us to include incremental and radical products/services and all in between,
giving us a large group of immigrant small businesses that sell such products to study
when we develop our model further. While we acknowledge the actual success and fail-
ure of the firm is influenced by several other factors not considered in this paper, we feel
our model helps pool several fragmented concepts in the immigrant entrepreneurship
literature thus providing a much stronger foundation to build upon when exploring im-
migrant opportunity recognition and venture creation abilities.

The most significant contribution of this proposed model is, how countries experi-
encing economic downturns can learn from immigrant entrepreneurs, who have exhibit-
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ed a consistent pattern of growth and success utilizing their cross-country schema based
immigrant capital. Both, academic and industry experts, can design and develop training
programs that show nascent entrepreneurs, how to become multi-country boundary
spanners and hone their opportunity recognition abilities. Host country entrepreneurs
can also be trained to see how they can capitalize on regional differences and learn to
recognize gaps in the market to serve the needs of natives who are from different re-
gions within the country as well as globally. An interesting area of application is in inter-
national joint ventures, because while weak ties have been shown to help with oppor-
tunity recognition internationally, the nature of the cooperators play a critical role in the
development of the business (Kontinen & Ojala, 2011). This can also be addressed with
the embedded multi-country boundary spanner oriented training programs. The contri-
bution of this model to the academia will support proactive training of potential immi-
grants as well as native entrepreneurs. For instance, a constructive academic application
could be, a course in entrepreneurship which can have any host country students form
groups with virtual teams from different nations from around the world and have the
instructor walk them through the process of building immigrant capital if they were to
start a business in other countries.

Limitations And Suggestions For Future Studies

Being a theoretical paper focused on the development of a much needed concept to
address the gap in immigrant entrepreneurship, an important limitation is the validation
needed by comprehensive primary data sources. While we have begun this study based
on a convenient sample of case studies as part of our initial pilot study as discussed
above, we are in the process of seeking large data to test the model and refine it accord-
ingly to continue building a grounded theory of immigrant capital. We are also limited in
our ability to compare and generalize much of the empirical findings because most of
them are country specific and home country characteristics and host country’s market
conditions offer varied permutations and combinations that differ from country to coun-
try and one immigrant group to another. We hope, however, with a more common mod-
el and concept, it would help begin a fresh series of comparable studies and findings,
helping our field more constructively.

Further studies need to focus on empirical data from countries across the globe, to
investigate the extent to which immigrant capital impacts the outcome of the entrepre-
neurial ventures for both immigrants and natives. Another area of interest is the parsing
of the home country value system of immigrant entrepreneurs from third world coun-
tries and its interactive effects with immigrant identity. There is a tight value system of
education, thrifty living, hard work, persistence and family first behavior from collectivist
societies that sustain entrepreneurial activities of immigrants if they identify themselves
that way. Integrating such a value system with the identity of natives, into the systemic
development of a universal entrepreneurial process can only benefit small businesses in
a struggling economy.
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