€]B|€|RE A} oven ncees

Entrepreneurial Business and Economics Review

2019, Vol. 7, No. 4 10.15678/EBER.2019.070403

African Immigrant Entrepreneurs in South Africa:
Exploring Their Economic Contributions

Bernard Lama Ngota, Sookdhev Rajkaran, Eric Ernest Mang’unyi

ABSTRACT
Objective: The objective of this article is to determine the economic opportunities cre-
ated by African immigrant entrepreneurs in South Africa. Furthermore, it is to investi-
gate the impact that Afrophobia has on economic opportunities created by African im-
migrant entrepreneurs in South Africa.
Research Design & Methods: The text utilizes a mixed-methods approach that incorpo-
rates both self-administered questionnaire and qualitative in-depth interviews. Through
a random sampling approach and snowballing technique, this study combines data from
questionnaires of 153 participants and in-depth interviews with 12 respondents.
Findings: The findings confirm that immigrant SMEs fill economic gaps by contributing
to innovation and technology developments. Such commercial migrants pay taxes, thus
adding to the economy of the country. Challenges faced by African immigrant entre-
preneurs are not few but centre on Afrophobic and xenophobic attacks which nega-
tively impact business operations and economic growth.
Implications & Recommendations: Sound measures by the government regarding
immigration could minimize existing tensions, stimulate local skills development,
technology development and transfer, new business opportunities, and improve in-
clusion into the globalised economy.
Contribution & Value Added: This study is unique in that it contributes to our
knowledge and literature on immigrant entrepreneurship while particularly providing
insights into African immigrants’ contributions to a national economy.
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INTRODUCTION

The role that immigrants play in the economic development of a country is well acknow!-
edged (Ekwulugo, 2006; Delancey, 2014; Fatoki, 2014; Marchand & Siegel, 2014; Khosa
& Kalitanyi, 2015). Immigrants are widely perceived to be highly entrepreneurial; con-
tributing to economic growth and innovation (Hohn, 2012; Marchand & Siegel, 2014),
with self-employment often viewed as a means of enhancing labour market integration
and success (Beaujot, Maxim, & Zhao, 1994; Bogan & Darity, 2008; Douglas & Shepherd,
2002; Portes & Zhou, 1996). Through entrepreneurship, immigrants reduce unemploy-
ment by investing the necessary resources into numerous sectors with potential growth
(Thomas & Inkpen, 2013). As such, immigrant entrepreneurship is an important driver
for the socio-economic development of host and home countries (Ojo, Nwankwo, &
Gbadamosi, 2013; Turkina & Thai, 2013).

Scholars justify the impact of migrants to host economies in various forms (e.g.
Anderson & Platzer, 2006; Borjas, 1990; Friedberg & Hunt, 1995; Hart & Acs, 2011;
Ngota, 2017; Ojo et al., 2013). For example, in the United States of America, it has been
established that immigrant entrepreneurs significantly contribute to the technology and
engineering sectors of the economy (Hunt & Gauthier-Loiselle, 2010; Hart & Acs, 2011;
Fairlie & Lofstrom, 2014). Scholars acknowledges that immigrants have striking entre-
preneurial propensity and their businesses significantly contribute to job creation, inno-
vation, transfer of skills to locals (DeLancey, 2014; Dele-ljagbulu & Chirau, n.d.; Kalitanyi
& Visser, 2010; Mabadu, 2014; Ngota, Rajkaran, Balkaran, & Mang’unyi, 2017; Ojong,
2006; Saxenian, 2002; Vertovec, 2002) and gross domestic product (GDP); (Liebig & Mo,
2013; Brewer & Gibson, 2014). Therefore, through their entrepreneurial activities, im-
migrant entrepreneurs create wealth that reduces locals’ dependence on the govern-
ment for providing jobs (Mabadu, 2014), as they predictably become the leading em-
ployers in South Africa’s economy (Kongolo, 2010).

Although entrepreneurship provides immigrants’ societal self-respect in their host
country, African immigrant SME owners face many obstacles (Asoba & Tengeh, 2016). For
instance, according to Mabadu (2014), immigrants face major difficulties with regard to
settlement and integration into the job market, which is as a result of discrimination and
‘limited’ skills. For example, in South Africa, perceptions, particularly about black foreign-
ers regarded as ‘dangerous’ and ‘undesirable’ — often termed by locals as ‘kwerekwere’
(Maharaj, 2002) — gradually increased the ‘Afrophobia’ phenomenon in recent years
(Crush, Ramachandran, & Pendleton, 2013). This ‘phobia’ has adverse consequences on
job creation and trading activities (Hunter & Skinner, 2003). Further issues that hinder the
flourishing of African immigrant businesses are gathering resources to start a business
(Fatoki & Patswawairi, 2012; Urban & Naidoo, 2012; Mabadu, 2014; Khosa & Kalitanyi,
2015), access to reasonable business premises (Khosa & Kalitanyi, 2014), stringent govern-
ment regulations (Asoba & Tengeh, 2016), and inadequate managerial and financial man-
agement competencies (Kim, Park, & Wier, 2012; Smith & Watkins, 2012).

It is evident that SMEs — specifically those owned by immigrants — are major contrib-
utors to every developed economy (Asoba & Tengeh, 2016). Hence, the immigrant SMEs
cannot be an exception, even though their contributions continues to be underrepre-
sented in the academic literature. Studies conducted in Africa mainly focus on factors that
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contribute to or impede immigrant entrepreneurial development (Mubangizi &
Mubangizi, 2005; Radipere, 2012; Tengeh, Ballard, & Slabbert, 2012; Fatoki, 2014; Khosa
& Kalitanyi, 2014; Asoba & Tengeh, 2016). However, there increasingly appear concerns
about immigrants’ contributions to the South African economy (Ojong, 2006). Studies on
the impact of African immigrants on local economies in South Africa are limited and rare.
Many of the studies on immigrant entrepreneurship focus on USA-based, Asian, and Euro-
pean economies (Delancey, 2014; Fairlie & Lofstrom, 2014; Marchand & Siegel, 2014).
This is theoretically and practically challenging, as data collected from such research can-
not be easily generalised onto developing economies such as South Africa, which has
a different cultural setting. However, much work is available from other parts of the globe
(Fairlie, Zissimopoulos, & Krashinsky, 2010; Fairlie & Lofstrom, 2013; Fairlie, 2008, 2012b).

Noting the dearth in context-specific research, the current study fills a gap in this un-
der-researched area by investigating economic opportunities generated by African immi-
grant entrepreneurs and the challenges they face in conducting business in South Africa.
Moreover, the article scrutinizes immigrant SMEs’ contributions to the economic growth
of the African region. This study contributes to the literature by showing immigrant entre-
preneurship as an important contributor to the economic development of the host nation.
This was achieved by employing a mixed-methods approach on a sample of 153 surveyed
respondents and 12 interviews. Thus, the research objectives are:

1. To determine the perceptions of immigrant entrepreneurs on economic opportunities
that they believe their businesses create.

2. To determine gender differences in the perceptions of immigrant businesses’ contri-
butions.

3. To investigate the impact that Afrophobia has on economic opportunities created by
African immigrant entrepreneurs in South Africa.

This paper is structured as follows: the next section presents the literature review of
studies, which discuss the key concepts of immigrant entrepreneurship, economic contri-
butions by immigrant entrepreneurs, and immigrant entrepreneurship in South Africa.
Next, we present the theory that underpins this study. Furthermore, the article presents
the material and methods in the following format: research paradigm, sample, its descrip-
tion, data collection, data instruments, data analysis, and research ethics. Later, we explain
the results and discuss them to identify the empirical dimensions with respect to the said
objectives. Lastly, the study ends with concluding remarks about the findings.

LITERATURE REVIEW

In general, the literature on immigrant entrepreneurship and contributions are unreliable
and inconclusive (Tengeh et al., 2012; Tengeh & Lapah, 2013; Kalitanyi & Visser, 2014).
Though small business and entrepreneurship are widely researched in both developed and
developing countries, we cannot say this about immigrant-owned businesses in the latter.
Limited studies conducted in South Africa endeavour to address how immigrant entrepre-
neurs contribute to the South African economy (Kalitanyi & Visser, 2010; Fatoki &
Patswawairi, 2012; Ngota et al., 2017), while most articles analyse developed countries
such as Canada, Australia, the United Kingdom, and the USA (Fairlie, 2008, 2012a; 2012b;
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Fairlie & Lofstrom, 2014). The following section presents an overview of the literature on
immigrant entrepreneurs and economic contributions by immigrant entrepreneurship.

Overview of Immigrant Entrepreneurship

Immigrant entrepreneurship developed into an important socio-economic singularity, as
it plays a vital role in economic development. It spawns jobs through new business ven-
tures that contribute to wealth creation in a country (Kalitanyi & Visser, 2010; Ngota et al.,
2017). Societal inequalities within the host nation may pose structural barriers that pre-
vent immigrants and ethnic minorities from competing with the locals on an equal footing.
Some authors (Bogan & Darity, 2008; Khosa & Kalitanyi, 2015) establish that it is difficult
for immigrants to enter into the labour market due to their residency status in the host
country, which makes entrepreneurship a better option. Khosa and Kalitanyi (2015) reveal
that immigrants venture into entrepreneurship with the ambition to survive as an alterna-
tive means to confronting the harsh discrimination in the labour market of the host nation.
In line with the latter, Vinogradov and Elam (2010) posit that discriminatory wages in the
employment sector may push immigrants towards self-employment. Nestorowicz (2011)
explains that self-employment refers to working for oneself instead of an employer and
drawing income from trade or business one operates personally.

Economic Contributions by Immigrant Entrepreneurs

Some authors of studies about immigrant entrepreneurship (e.g. Chamuorwa & Mlambo,
2014; Kalitanyi, 2007; Todaro, 1969) state that the impediment of employment for immi-
grants — particularly African immigrants — in host country labour markets in most econo-
mies, in this case, South Africa, has these cohorts make a living in the only alternative of
economic fertile grounds: through the establishment of small businesses that sustain
them. A significant number of African immigrants successfully apply their entrepreneurial
flair in creating businesses that remarkably create new job opportunities for both migrants
and locals (Borjas, 1986; Kalitanyi, 2007; Ngota, 2017). Contrary to the unsubstantiated
belief held by many South Africans that immigrants from the north steal South African jobs
(Kalitanyi & Visser, 2010). Fairlie (2012a) indicates in a study conducted in the USA that
immigrant business owners make important contributions to the US economy. According
to Fairlie (2012a), immigrant entrepreneurs start approximately 17% of all the new busi-
nesses in the USA and represent about 13% of all business owners. About 12% of the total
business income in the USA is generated by immigrant business owners (Fairlie, 2008,
2012b; Saxenian, 1999). Hence, immigrant entrepreneurship in the USA creates new
wealth and jobs. There are substantial international publications on immigrant entrepre-
neurship (e.g. Saxenian, 1991; Razin, 1993; Goetz, 1999; Lewis, 2001; Mubangizi &
Mubangizi, 2005; Fairlie & Lofstrom, 2014), which focus on the higher likelihood of immi-
grant than local start-up businesses, the former’s contribution on job creation, and their
impeding factors in developed countries.

Furthermore, some studies on immigrant entrepreneurial skills in South Africa indi-
cate that African immigrant entrepreneurial activities are catalysts through which entre-
preneurial skills are transferred to the locals (Kalitanyi & Visser, 2014; Ngota, Rajkaran, &
Mang’unyi, 2019; Timberg, 2005). Others associate this with emerging immigrant entre-
preneurial factors in developing countries and South Africa in particular (Fatoki &
Patswawairi, 2012; Radipere, 2012; Tengeh et. al., 2012; Khosa & Kalitanyi, 2015; Asoba &
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Tengeh, 2016). Waldinger (2002) indicates that some immigrant groups are more entre-
preneurial than others. Furthermore, Waldinger (2002) explains that the reasons for being
entrepreneurial are related to culture, structure, ethnicity, and the situation of business
operation. The literature analysis shows the utmost importance that studies examine the
significant relationship further by exploring the economic contributions of African immi-
grant entrepreneurs, especially in South Africa.

Immigrant Entrepreneurship in South Africa

Since the 1990s, South Africa witnesses a rising movement of foreign migrants and refu-
gees (Ngota, 2017). Though many primarily came from the Southern African Development
Community (SADC) countries, a huge number come from more distant African regions.
South Africa’s new migration policy has generated considerable controversy within the
country. The policy debate focuses on the implications of migration for the national labour
market and for the development of a new national immigration policy.

Hypothetically, in terms of economic development and growth, the local economy
should include the potential contribution that immigrant entrepreneurs can make to their
host locations (Pinkowski, 2009). Although business opportunities are open to all, Pinkowski
(2009) contends that it is the immigrants who are likely to produce a greater number of new
business start-ups with their associated outcomes. Immigrants are not just fundamentally
risk-averse, they believe in their ability to succeed and use their personal savings or even
their homes and other personal assets on the line to grow their own businesses, while sim-
ultaneously creating employment opportunities for others (Pinkowski, 2009).

The CDE (2004) report shows that the debates about SME development and policy pay
too little attention to the potential contribution of immigrant entrepreneurs and, in par-
ticular, African immigrant entrepreneurship to the economy. Although the South African
government’s SME development policy acknowledges the important contribution that
SMEs make to economic development, nowhere are immigrants singled out as part of this
process (Tengeh, 2007). The Department of Trade and Industry (DTI) categorically states
that SMEs play a vital role in economic development because, on the one hand, they ena-
ble people to meet their basic needs and survive while, on the other hand, through the
growth of the SME sector, surviving firms become small enterprises, thus creating jobs and
raising the standard of living for millions of South Africans in urban and rural areas (Ntsika
Enterprise Promotion Agency, 2000; Von Broembsen & Wood, 2005).

Nonetheless, immigrant entrepreneurship should be a vital resource in the host
nation’s economic development; as such, it should be formally recognised, encouraged,
and even nurtured. Debates about immigration and entrepreneurship in South Africa
continue in isolation from one another, ignoring the international and local experience,
which indicates the important contribution that immigrants make to building a success-
ful culture of entrepreneurship and supplementing the pool of positive role models for
would-be South African entrepreneurs (CDE, 2004).

Theoretical Guide

This paper is anchored in the ethnic entrepreneurship theory (Waldinger, Aldrich, & Ward,
1990), which seeks to explain immigrant entrepreneurship based on three interactive
components; namely, access to opportunities, group characteristics, and emergent strat-



38 | Bernard Lama Ngota, Sookdhev Rajkaran, Eric Ernest Mang’unyi

egies. Opportunity structure describes the market conditions under which immigrant busi-
nesses operate, i.e. the market conditions, which may favour products or services orien-
tated towards co-ethnics or to a non-ethnic market. The ease with which immigrant en-
trepreneurs access business opportunities highly depends on the level of inter-ethnic com-
petition and state policies. For example, in South Africa, the past decade has seen aggres-
sive competition between native-owned small business operators and businesses owned
by African immigrants (Liedeman, Charman, Piper, & Petersen, 2013). Ngota and Rajkaran
(2016) describe “Afrophobia” as a range of negative attitudes and feelings to-wards black
people or people of black descent around the world. Afrophobia can be viewed as atti-
tudes, prejudices, and behaviours that reject, exclude, and often vilify persons based on
the perception that they are outsiders or foreigners to the community, society, or national
identity. This form of resentment amongst African immigrant entrepreneurship in South
Africa was criticized in recent years with the perception of locals’ jealousy towards African
immigrants’ business prospects. Moreover, immigrant-owned businesses tend to flourish.
Apart from the zeal and a culture of prudence displayed by African immigrant entrepre-
neurs, they usually exploit opportunities for business that present themselves, such as
serving the needs of poorer consumers by offering inexpen-sive products anywhere any-
time, therefore, meeting their specific demands (Washinyira, 2015). The continuous in-
crease in Afrophobic attacks can severely impact economic contributions from African im-
migrant-owned businesses in South Africa.

Another dimension of literature in the field of immigrant entrepreneurship posits that
entrepreneurial contributions are higher amongst male immigrant entrepreneurs than
amongst the female. Evidence from studies in the field of immigrant entrepreneurship
represents immigrant women — specifically those of African origin — as additional agents
of economic contributions (Bennett & Dann, 2005; Nkealah, 2011; Nkrumah, 2016; O’Neill
& Viljoen, 2001; Yetim, 2008). Nkrumah (2016) perceives the underrepresentation of im-
migrant women in most empirical studies as a cultural and political injustice, which re-
moves women from equal representation over the past decades. Explaining it from the
cultural perspective, it is a common cultural phenomenon in the Africa continent that men
are regarded as breadwinners while women are to look after the house when men are
gone. The stereotype has men migrate, leaving behind women and children. Protagonist
of the feminist theory differs with the cultural views by arguing that, perhaps because of
ignorance and lack of education in many societies in past, put men on high migratory
trends than women. Nowadays, education and awareness has been created in many soci-
eties which have seen impacts in the migratory trends with many women being part of the
process, hence they have been noted to play significant roles in the economic contribu-
tions of their host nations (Nkealah, 2011; Nkrumah, 2016).

According to Waldinger et al. (1990), the group characteristics define the predisposing
factors, such as selective migration, culture, and aspiration levels. These include the pos-
sibility of resource mobilization, ethnic social networks, general organizing capacity, and
government policy that constrains or facilitates resource acquisition. Coulthard and Loos
(2007) contend that building and managing personal relationships with individuals and
firms that surround one’s business is important when employing networking tactics to ex-
ploit existing opportunities. Sufficient networking can create space for immigrant entre-
preneurs to share ideas and solve problems (Khosa & Kalitanyi, 2015). However, this has
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been complicated by the government through the implementation of stringent regulations
on immigrant business owners (Asoba & Tengeh, 2016). The final component of the model
describes the ethnic strategies that emerge from the interaction of opportunities and
group characteristics, as ethnic groups adapt to their environments (Waldinger et al.,
1990). It has been noted (Aaltonen & Akola, 2014) that host entrepreneurs can gain new
skills in entrepreneurship through interaction among immigrant entrepreneurs. Small
businesses owned by immigrants tend to be competitive by adopting niche strategies such
as flexibility, high quality of products, and response to the specific needs of customers
(Mac & Bhaird, 2010). With such new ideas and improved product and service offerings,
they promote their business. Furthermore, through competitive methods, immigrant en-
trepreneurs tend to prevent a monopoly in local markets (Mason & Rown, 2013).

The strong point of the ethnic entrepreneurship theory is that it provides a broader
picture of how immigrants explore their host environments. Therefore, this theory fits
the current study as one the first studies of its kind to scientifically test the survival and
challenges of immigrant entrepreneurship in host countries (Aldrich & Waldinger,
1990; Habiyakare, Owusu, Mbare, & Landy 2009; Light, Bhachu, & Karageorgis, 1989;
Waldinger et al., 1990). The current study depicts African immigrants’ entrepreneurial
flair in a host community. Considering the aforesaid, this study investigated African
immigrant entrepreneurs’ (SMEs) economic contribution in South Africa. Furthermore,
it sought to establish the impact of Afrophobia, which is a major challenge to African
immigrants’ economic activities (Crush et al., 2013).

MATERIAL AND METHODS

Research Paradigm

We undertook an inquiry by using the convergent mixed-methods approach (Creswell,
2014) to ascertain the opinions and experiences of various African immigrant entrepre-
neurs regarding the contributions they make into the South African economy, with the aim
to further inform the research agenda. A quantitative survey design (questionnaire) was
used, which ensured variety (Saunders, Lewis, & Thornhill, 2012) in the sample of immi-
grants drawn from various countries. Moreover, in-depth qualitative interviews were con-
ducted that complemented the quantitative data findings.

Sample and Its Description

The target population was all African immigrant entrepreneurs who own businesses in
the Eastern Cape Province of South Africa. Immigrants targeted in the study were
drawn from different countries; namely, Cameroon, the Democratic Republic of Congo,
Ethiopia, Ghana, Nigeria, and Somalia. The sample elements were selected through
straightforward random sampling and snowballing techniques from a list of African im-
migrant small businesses obtained from respondent ethnic groups within the Munici-
palities and Business Support Centres of selected towns and through referral. The sam-
ple comprised 165 foreign participants who own SMEs in the province. A pilot study
was conducted on a convenience sample of 13 such owners prior to actual data collec-
tion, while face validity, content, and external validity were ensured through a repre-
sentative sample at a 5% marginal error.
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Data Collection Methods

Data was collected through personally administered questionnaire surveys, distributed
to and received from participants at an agreed date and time. In-depth interviews were
also conducted on a one-on-one basis with 12 respondents. Both questionnaires and
in-depth interviews were developed in English as most of the immigrants use the Eng-
lish language as a means of communication. However, in some instances, pidgin English
was used, a local dialect mostly employed in the West and Central African states. Pidgin
English was used to capture the exact perceptions of immigrant entrepreneurs in their
own language. The data was collected from July to September 2016. During that period
participants were constantly contacted to complete questionnaires. A personal follow-
up resulted in an increase in response rate.

Data Collection Instruments

The questionnaire used contains both closed-ended and open-ended items. Question-
naires were used because they are easy to administer to a large population at a low cost,
unambiguous, and easily analysed (Zikmund, Babin, Carr, & Griffin, 2010; Sekaran &
Bougie, 2016). Before adopting the questionnaire, we sought expert views in the business
field and used their suggestions to refine questions. The questionnaire had three parts
that sought information on business resources, employment, resource challenges, entre-
preneurial skills, and transfer of skills. We generated the questions ourself based on the
literature. Moreover, the questionnaire contained a section for gathering demographic
information on the respondents’ age, gender, country of origin, duration of stay in South
Africa, and the period of time they own a business. The in-depth interview was generated
based on questionnaire items. The alpha (a) reliability coefficient for the questionnaire
was above the recommended threshold of 0.7 (Hair, Black, Babin, Anderson, & Tatham,
2006), which indicates that it had acceptable internal consistency reliability.

Data Analysis

The data consisted of responses to the survey questionnaires, audio transcripts, and notes
taken during the interviews. Firstly, the data collected through questionnaires were
checked for omissions, legibility, and consistency in classification; discarding incomplete
responses that lacked data; and identifying potential errors in data collection and discuss-
ing their implications (Zikmund et al., 2010; Vogt, Vogt, Gardner, & Haeffele, 2014). Sec-
ondly, we transcribed all the audio recordings in pidgin English before translating them
into English and, next, we read each transcript to get an overall sense of the whole. Thirdly,
we read the transcripts to identify transitions in experience, with each transition signifying
a separate unit of meaning. We followed this process to find a deeper meaning in what
the respondents said. The redundancies in units of meaning were eliminated so that the
remaining units related to one another. Finally, we rephrased answers in a scientific man-
ner and synthesized insights into descriptions of perceptions on how African immigrant
entrepreneurs contribute to economic opportunities in the Eastern Cape Province.
Themes were captured, coded, and analysed. Using the inductive approach, we achieved
patterns, themes, and categories to group similar responses into categories (Creswell,
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2014; Sekaran & Bougie, 2016). The identification of themes provided depth to the under-
standing of individual views of immigrant entrepreneurs (Creswell, 2010, p. 256).

Research Ethics

While engaging with the participants, the study recognised all ethical considerations,
as proposed by Sekaran and Bougie (2016). Informed consent was sought from re-
spondents by disclosing the procedures of the survey and how would be later used,
hence the importance of participation. The study used fictitious names to typify tran-
scribed data wherever necessary.

RESULTS AND DISCUSSION

Upon analysing data from all 165 completed returned surveys and the interviews on
the contributions of African immigrant small businesses in South Africa, several primary
findings emerged. These findings are now presented and then discussed in relation to
the theoretical framework of the study. However, first, we present the socio-demo-
graphic information.

Sample Characteristics

We noted that (Table 1) the participants came from varied cultural, geographic, and lin-
guistic backgrounds, including Nigeria, Cameroon, Ethiopia, Ghana, Somali, and the Dem-
ocratic Republic of Congo. Over 69.9% were male, 68.6% were 31-40 years old, and 35.3%
were from Nigeria. The majority, 54.9% lived in South Africa for 5-10 years. The majority,
58.8% operated their businesses 5-10 years, while 24.8% ran businesses for less than five
years, with a meagre 1.3% for more than 20 years.

Form of Entrepreneurship and Economic Contributions

The forms of entrepreneurship and their economic impact on the economy was ana-
lyzed inferentially. Figure 1 shows that most participants earned a living by engaging in
sole proprietorship. More particularly, 95.4% of the respondents were individual own-
ers of businesses, 3.3% ran family businesses, and only 1.3% were in partnership. Re-
searchers like Radipere (2012) show that the most common type of business ownership
among immigrants involves sole proprietorship (57.8%) and partnership (25.4%), while
the least common is a close corporation and private companies (14.7% and 2%). The
majority of the participating entrepreneurs (52.9%) offered services, 41.8% traded,
whilst 5.2% manufactured. Therefore, it was evident that the service and businesses
were the most preferable options among African immigrant entrepreneurs.

Economic Opportunities Created

The researchers deemed necessary to determine which opportunities African immi-
grant entrepreneurs created in the South African economy. Figure 2 reveals that com-
petition was the most important contribution (approximately 73.9%), followed by in-
novation (about 17%). Technology was the third factor (9.2%).
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Table 1. Participants’ background attributes

Background attribute Value label Frequency Percentage
Gender Male 107 69.9
Female 46 30.1
<20 1 0.7
21-30 years 18 11.8
Age 31-40 years 105 68.6
41-50 years 27 17.6
51-60 years 2 1.3
Nigeria 54 353
Cameroon 41 26.8
Ethiopia 5 3.3
Country of origin Ghana 27 17.6
Somali 1 0.7
DRC 13 8.5
Other 18 7.8
<5years 24 15.7
. . . 5-10 years 84 54.9
Duration of stay in South Africa 11-15 years 39 255
> 15 years 6 3.9
<5years 38 24.8
5-10 years 90 58.8
Years of business operation 11-15 years 21 13.7
16-20 years 2 1.3
>20 2 1.3

Source: own elaboration based on the survey (n = 153).

Form of business ownership

Industry
. Parnerships, 2(1.3%) .
Family Manufacturing, 8(5.2%)
businesses,
5(3.3%)

Figure 1. Forms of entrepreneurship and industry
Source: own elaboration based on the survey (n = 153).
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Economic contributions Contribution to GNI
Innov Rent, 5
26(
Technol' Taxto S
n,  23(10.19
.9%)

14(9.2
Figure 2. Socio-economic contributions
Source: own elaboration based on the survey (n = 153).

es,
%)

To corroborate the quantitative findings, we use the following respondents’ quotes to
highlight each point.

“I think my business offers competition in the business environment as clients will
turn to compare the best prices for goods, we provide to those provided by com-
petitors” (P#01).

“as | try to bring in new knowledge by not only relying on the traditional routine
operations as the other big garages will do” (P#02).

“I believe | offer the best quality of food | serve to my customers compared to
what is provided by my competitors.... the evidence is seen as customers keep on
coming here for the food” (P#04).

Based on the outcomes, other important facets with respect to innovation and tech-
nological development pertinent to business growth, maintenance, and survival were
highlighted by respondents, which they indicated as important. The following excerpts
complement the quantitative findings and cement the importance of innovation among
SMEs operated by African immigrant entrepreneurs:

“| can say that my business offers innovation and competition in the business
environment. | try to make things differently by shifting away from the normal
routine applied in sophisticated workshops and bring in new ways of doing
things” (P#05).

“We are involved in the construction industry and | think our business offers
innovation by bringing in and applying new designs, which our clients love so
much” (P#06).

“There is innovation in our manufacturing business.... Since we deal with prod-
uct development, we have to bring in new product lines which we distribute to
certain of our outlets who like and buy them... keeping us competitive in busi-
ness all this while” (P#03).
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“l believe that my business offers innovation as it brings creative knowledge
and helps equip the community with services on technology” (P#07).

Contributions to the Gross National Income (GNI)

Regarding how African immigrant-owned businesses contribute to the economic
growth of the province and the country as a whole, the results in Figure 2 demonstrate
that contributions are made to the GNI through payment of salary/wages to employees
(66.5%), rents for businesses premises (23.4%), and taxes to the South African Revenue
Service (SARS; 10.1%). These findings are corroborated by findings from personal inter-
views, for example, when asked on how their businesses contribute to the GNI of the
province, the interviewees answered:

“Yes, my business pay tax to the SARS, | also pay salaries/wages to my employees
and rent to the owner of the premises, in which | operate my business” (P#01).

“Sure, my business pays salaries to my employees. | also pay some money every
month in the form of rents to a representative who says he is a municipal agent
(street committee leader) since | operate my business in a container” (P#08).

Moreover, in order to determine the differences in the gender perception of immigrants’
businesses contributions a cross-tabulation was done as shown in Table 2. Table 2 shows
that the majority (144; 94.1%) of the respondents stated that their entrepreneurial activi-
ties contribute ‘very positively’ to the economy, while a few (0.7%) remained ‘neutral.’

Table 2. Cross-tabulation between gender and immigrants’ businesses contributions

Immigrants’ businesses contributions to the SA economy
Gender Variable Total
Very positive Positive Neutral

Count 102.0 5.0 0 107.0

Male Expected Count 100.7 5.6 0.7 107.0
% within Gender 95.3% 4.7% 0% 100.0%

Count 42.0 3.0 1.0 46.0

Female Expected Count 43.3 2.4 0.3 46.0
% within Gender 91.3% 6.5% 2.2% 100.0%

Count 144.0 8.0 1.0 153.0

Total Expected Count 144.0 8.0 1.0 153.0
% within Gender 94.1% 5.2% 0.7% 100.0%

Source: own elaboration based on the survey (n = 153).

The association between gender perception of African immigrant entrepreneurs’
contributions to the South African economy was analysed using Pearson Chi-square test
statistics, in which gender was the independent variable while perceived business con-
tributions the dependent variable, as illustrated in Table 3.

Chi-square statistic test (X2) of the difference between gender perceptions regard-
ing immigrant businesses’ contributions to South Africa’s economy resulted in a p-value
(0.274). Table 3 shows that there is no variance in their perceptions, implying that no
difference existed between men and women in views about their business influence on
the economy.
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Table 3. The relationship between gender and perceived business contributions

X2 tests Value Degree of freedom P-value (2-sided)
Pearson X2 2.5923 2 0.274
Likelihood Ratio 2.661 2 0.264
No of Valid Cases 153.000 - -
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Source: own elaboration based on the survey (n = 153).

Challenges and Consequences to Immigrant Entrepreneurship in South Africa

Afrophobia is the key challenge that adversely impacts immigrant entrepreneurship in
South Africa (Khosa & Kalitanyi, 2014; Mutambanengwe, 2013, Khosa & Kalitanyi, 2015).
Table 4 shows that most participants attributed this to unemployment (43.4%), jealousy
(30.9%), disregard for the rule of law (22.3%), or rampant corruption (3.5%). These re-
sults are not different from those from the interviews, as interviewees shared similar
sentiments. The following quotes reinforce test results:

“In my humble opinion, | believed that the root causes of this violence perpetrated
against African immigrant entrepreneurs are... unemployment; stealing, jealousy,
and looting are the brain behind the violent attacks against us” (P#04).

“1 think jealousy and corruption are the main causes of Afrophobia because the
South Africans feel that the other nationals are doing well in their businesses and
also, they take advantage to take from these immigrants falsely” (P#08).

“Jealousy is the main cause of Afrophobia because the South Africans feel others
from outside are better off than them. Also, as a foreign employer always pay your
employees especially the South African nationals at the right time that you prom-
ised to pay them because failure of this circumstance also is the secondary cause
of such attacks” (P#05).

“l think hatred and jealousy by some South African nationals towards their African
brothers/sisters with a criminal intention” (P#09).

“I think unemployment is the main cause of Afrophobia because if everyone has
something to do, people will think less of such violence” (P#01).

The researchers were interested to explore the effect that perceived attacks on Af-
rican immigrants businesses will have on the economy as a whole. As reflected in Table
4, the majority (95.4%) of the participants stated that continuous attacks will force them
to close down their businesses, while 3.9% mentioned that in the event that their busi-
nesses are closed down, it would resort to not providing jobs to locals. The resulting
effects on business are inadequate skills transfer, a reduction in foreign direct invest-
ment, and increased unemployment. Such consequences negatively affect both the in-
formal and formal sectors (Tshishonga, 2015). Statements such as the following epito-
mise the effects of violence:

“In an event of Afrophobia directed towards immigrant businesses... immigrants
owning small businesses will be affected in that if their businesses are looted and
burnt down, as it was witnessed recently in some parts of the country... they will
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be forced to close them down permanently... This will affect the people that are
employed by these businesses. Therefore, it will affect contributions made to the
GDP of the country” (P#06).

“If | close down my business today, because of such attacks, it means that even
the people | have employed today will become unemployed as a direct conse-
quence” (P#10).

“In my opinion, | think that the close down of foreign immigrants owned busi-
nesses can lead to job losses thereby increasing the level of unemployment in
South African” (P#11).

“If some of these businesses owned by the immigrants are closed down, it will def-
initely mean that knowledge and skills transmission to the South Africans by such
businesses would not be possible” (P#03).

“Looking at what is happening, Afrophobic attacks directed towards African immi-
grants can threaten foreign investments... as investors will be scared to bring in
their investments into such an environment, where the law is not strengthened on
such perpetrated acts... This will definitely have a negative impact on the country’s
economy in the long run” (P#01).

“Afrophobia can threaten foreign investments as investors will be scared to bring
their investments into such an environment, where the law is not strengthened on
such perpetrated acts” (P#03).

Table 4. Causes of attacks and their consequences on economic opportunities

Variables Value label Frequency Percentage
Unemployment 111 43.4
Causes Jealousy 79 30.9
. Failure to uphold justice 57 22.3
of violence -
Corruption 5 1.8
Others 4 1.6
. Business close down 147 95.5
Perceived - - —
Refusal to employ South Africans in retaliation 6 3.9
consequences
Others 1 0.6

Source: own elaboration based on the survey (n = 153).

DISCUSSION

Regarding the contextual factors, especially socio-demographic, the findings highlight that
African immigrant entrepreneurs 31-40 years old are highly involved in entrepreneurship.
The majority of this age group consists of Nigerian nationals, followed by Cameroonians.
The middle-aged population may result from youthful exuberance when most young peo-
ple venture abroad in search of greener pastures. It appears this sample is typical of start-
ups owned by young immigrant entrepreneurs who wish to gain economic mileage or bet-
ter chances of survival (Habiyakare et al., 2009). It is also interesting to note that there
were many younger male immigrant entrepreneurs who operate businesses in South Af-
rica than female. These findings corroborate those of Khosa and Kalitanyi (2014) who af-
firm that the majority of African immigrant entrepreneurs are mostly middle-aged men.
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This gender imbalance is possibly a cultural factor because African men are more open to
this sort of high-risk venture than women. Traditionally, African men are more involved in
activities that financially support their families, while women are more involved in house-
hold activities. Therefore, there is a strong interplay between age and economic contribu-
tions, making it the key economic contributing factor.

Moreover, we ascertained from the inferential statistics presented in Figure 1 that
the majority of African immigrant entrepreneurs followed sole proprietorship, with
only a few partnered with others. This may be the result of limited start-up capital
available at the establishment stage and, as such, each business must be carefully nur-
tured, groomed, and then developed by the owner (Tengeh et al., 2012). Radipere
(2012) affirms that sole proprietorship is the most common type of business ownership
amongst immigrants who operate small businesses, as the burden to establish, grow,
and develop it is perhaps manageable. Most sole proprietors engage in service busi-
nesses and trading to generate economic benefits as against a limited number in man-
ufacturing, affirming the capital deficiency theory (Tengeh et al., 2012).

Furthermore, economic opportunities created by African immigrant entrepreneurs
were also determined, and our analysis showed that economic competition and innova-
tion were strongly initiated in the business environment. Ntsika Enterprise Promotion
Agency (2012) affirms that — with such high level of competition — small businesses
owned by African immigrant entrepreneurs tend to drive away monopoly in the local
markets by providing specialized goods and services at competitive costs. This was cor-
roborated by qualitative data from our interview excerpts, which strongly affirmed that
immigrant entrepreneurs brought innovation and created competition in the business
environment. Immigrants utilise their skills and capacities to earn a living (Kreitzer,
2012) by effectively applying those skills (Kalitanyi & Visser, 2010). This has been high-
lighted in some studies (Kalitanyi & Visser, 2010; Tengeh et al., 2012) that show immi-
grant entrepreneurs to have the ability to bring about technological developments,
hence tremendously contributing to the growth of technology in a country while also
playing a role in the reduction of inequality and poverty.

The study indicated that African immigrant contributed to the GNI of South African as
a host nation. This is supported by studies conducted by Liebig and Mo (2013) and OECD
(2016), which show that the GNI impact of immigrants is the highest in many developed
countries. The study indicated that African immigrant contributed to the GNI of South Africa
as a host nation. This is supported by studies conducted by Liebig and Mo (2013), and OECD
(2016), which show that the GNI impact of immigrants is the highest in many developed
countries, for example, countries such as Switzerland and Luxembourg witnessed the high-
est net benefits estimated at about 2% of GNI contributed by immigrants. This indicates the
positive contributions that would emanate from entrepreneurship to a developing nation
such as South Africa if immigrant entrepreneurship is supported and nurtured.

Gender differences in the perception of immigrant businesses’ contribution found
a positive contribution from both men and women. From the Pearson Chi-square test
(Table 3) on variables, gender and economic contribution emerged as variables, since
the p-value was 0.274 with a 2 degree of freedom, showed that there were no significant
differences in the perception of African immigrant contributions amongst genders.
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Fairlie (2012a; 2012b) states that immigrant business owners make important contribu-
tions to the economy of their host countries.

The challenges that immigrant entrepreneurs encounter in the host nation — Af-
rophobia — emerges as a factor that deters African immigrant entrepreneurs from busi-
ness. This finding corroborates a previous study by De Jager (2013) who demonstrates that
jealousy of the success of foreign business contributes immensely to Afrophobic attacks
on African immigrant-owned ventures. These sentiments were equally shared among in-
terviewees. Moreover, other previous studies confirm such findings (Bordeau, 2010), in
which fear and jealousy related to employment and income were blamed for Afrophobic
attacks on African immigrants. The lack of knowledge and understanding of how foreign-
ers find money to start their businesses fuels jealousy (Bordeau, 2010). Attacks on African
immigrant-owned enterprises have serious implications for the economy.

Researchers (I0OM, 2006; Radipere, 2012) indicate that South Africans should view
immigrant entrepreneurs as contributors to the economy. Moreover, Khosa and
Kalitanyi (2015) affirm that country initiatives that support immigrant entrepreneur-
ship lead to economic triumph and work creation.

CONCLUSIONS

The current study investigated the economic contributions that African immigrant en-
trepreneurs make to the South African economy, but also the challenge of Afrophobia
and its consequences. The study sheds light on an area deficient in empirical research.
Our analysis of the economic contributions created by African immigrant entrepreneurs
produced the following results: African immigrant entrepreneurs create such economic
opportunities as competition that drives away monopoly, innovations, and technology.
Moreover, African immigrants’ SMEs contribute to the economic growth of the prov-
ince under scrutiny through employment, rental payments, and tax remissions. While
respondents in the survey were overall positive and optimistic, they still noticed chal-
lenges that impede economic growth: Afrophobic tendencies and attacks on African
immigrant businesses that adversely impact their continuity and survival. Conse-
qguently, Afrophobia emerged as harmful to job creation and socio-economic well-being
of a community. We conclude that African immigrant entrepreneurs clearly influence
economic growth in a positive way. There is a need to reform immigration policies in
order to minimize existing tensions and stimulate local skills development, technology
development and transfer, new business opportunities, and improve the transfor-
mation of the country into a globalised economy.

Despite the fact that the study is limited by its South African focus and investigative
nature, which restricts the possibility of generalisations, we hope that it lays a founda-
tion for further examination of immigrants’ economic contributions in the SME context,
which may make use of available panel data with superior data analysis approaches.
These techniques may shed more light on the economic contributions of African immi-
grant-owned SMEs. The potential also exists to replicate the study in other cultural
contexts and on a larger scale.
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