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ABSTRACT
Objective: The objective of the article is to comprehend the effectiveness of African immigrant entrepreneurs
in acquiring the financial capital required to venture into entrepreneurship in the host country.
Research Design & Methods: The study’s objectives were met using a qualitative research methodology
based on an interpretive research paradigm. In a face-to-face interaction, personal interviews collected
data from a purposive sample of 12 African immigrant entrepreneurs (owners/managers). The Gioia
method systematically coded related interview extracts into first-order concepts, then grouped them into
second-order themes and aggregate dimensions.
Findings: The results revealed that African immigrant entrepreneurs acquire the financial capital to start up their
businesses from their personal savings. Moreover, the study found that family members play an important role
in providing financial capital to assist African immigrant entrepreneurs in their venture creation. Contrastingly,
the findings show that host country commercial banks, other microfinance institutions and persons other than
family members offered no recourse to African immigrant entrepreneurs to turn to for financial assistance.
Implications & Recommendations: The research on African immigrant entrepreneurs’ financial capital acquisi-
tion strategies yields important implications for entrepreneurial economic growth, offering transferable lessons
for other entrepreneurs. Based on the empirical findings, we offered recommendations for the host country’s
monetary policies to include African immigrant entrepreneurial endeavours for effective business creation.
Contribution & Value Added: The study promotes understanding of African immigrant entrepreneurship by
conceptualising access to financial capital in South Africa. Its emphasises financial challenges, alternative fi-
nancial mechanisms, entrepreneurial support programmes, the role of social networks, offering insights for
policy makers, and financial institutions.
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INTRODUCTION

The global migratory trends have undoubtedly risen for the past three decades as documented in
some studies (Malki et al., 2022). The consequences of this increase in the immigrant population,
as seen in the 2022 census, indicated that South Africa had roughly 2.4 million immigrants, depict-
ing 3.9% of the total population, a progressive increase from 2.1% in 1996, are a push for policies
that can address the socio-economic issues that this phenomenon brings into the host country
(Malki et al., 2022; StatsSA, 2025). Recent research shows that immigrant entrepreneurship signif-
icantly affects growth and development in host countries (Jones et al., 2019; Ngota et al., 2019;
Asoba & Mefi, 2020; Malki et al., 2022; Duan, 2023). The importance of immigrant entrepreneur-
ship cannot be overemphasised in the economic growth and wealth contributions of many host
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country’s economies. Previous research (Hunt & Gauthier-Loiselle, 2010; Kerr & Lincoln, 2010) dis-
covered that immigration boosts innovation in host countries.

Notwithstanding the recent research demonstrating the contributions of immigrant entrepre-
neurs, particularly African immigrant entrepreneurs, to the host country economies, few studies ex-
amined how African immigrant entrepreneurs obtain financial capital to launch their businesses. Iden-
tifying potential barriers to financial capital access for any group of small business owners also proves
critical for avoiding economic productivity losses. According to Ashourizadeh (2016), the entrepreneur-
ial process requires financial resources for the launch and daily operation of the business, as well as
for the payment of expenses and the purchase of necessary stock.

Every entrepreneur requires financial resources to start a business, grow it, compete in the mar-
ket, and maintain business operations and customer base (Ashourizadeh, 2016). Compared to other
entrepreneurs, a lack of financial resources will harm an entrepreneur’s entrepreneurial ambitions.
As a result, entrepreneurs may seek funding either privately (via personal savings, families, and
friends) or publicly (via bank loans, angle investors, venture capital funds, or public stock offerings).
According to Ashourizadeh (2016), while accessing finance privately may be easier, the amount avail-
able may be limited. In contrast, public access to funds may result in larger sums of money. However,
obtaining funding from a public institution poses some difficulties for both the entrepreneur and the
financial institutions. Ashourizadeh et al. (2022) noted that funding small businesses is fraught with
uncertainty due to the doubt involved in the development process and the limited understanding of
the growth factors that new entrepreneurs experience. Accordingly, should external investors con-
sider investing in an African immigrant entrepreneur’s business, they may demand considerable eg-
uity, control, and managerial influence to alleviate possible risks associated with business instability
and uncertainty (Ashourizadeh, 2016; Ashourizadeh et al., 2022).

Despite the evolving body of knowledge on immigrant entrepreneurship, limited research has
examined particular obstacles faced by African immigrant entrepreneurs in acquiring financial capi-
tal to start-up and develop their businesses (Ashourizadeh, 2016). This omission matters, given the
unique economic, cultural and social contexts that African immigrant entrepreneurs manoeuvre in
South Africa (Ashourizadeh et al., 2022). By investigating the financial capital acquisition approaches
of African immigrant entrepreneurs in South Africa, this research seeks to fill this knowledge gap
and shed light on the unexploited prospects of this entrepreneurial group. The primary objective of
this article is thus to investigate the effectiveness of how African immigrant entrepreneurs access
financial capital to enable them to venture into entrepreneurship in South Africa. Hence, this article
aims to answer the main research question: How do African immigrant entrepreneurs in South Africa
obtain the finances to drive their entrepreneurial ventures?

LITERATURE REVIEW

Understanding the prevalence of African immigrant entrepreneurship requires a conceptualisation
of immigrant entrepreneurs and entrepreneurship. An immigrant entrepreneur denotes a non-na-
tive of the host country who migrates from their home country to another country and starts a
business there to benefit economically (Aaltonen & Akola, 2014). Immigrant entrepreneurship re-
fers to the economic growth and development process facilitated by the immigrant entrepreneur.
According to some authors (Sahin et al., 2011; Tengeh et al., 2011; Fatoki, 2017), self-employment
or entrepreneurship usually requires buying an existing business or starting one from scratch. In
this context, immigrant entrepreneurship refers to entrepreneurial activities undertaken by immi-
grants in a host country (Tengeh et al., 2011; Fatoki, 2017).

Empirical studies (Cooper et al., 1994; Ashourizadeh, 2016; Ashourizadeh et al., 2022) highlighted
that financial capital remains vital to business survival and venture for African immigrant entrepre-
neurs. Nonetheless, acquiring finances from financial institutions and banks involves strict require-
ments that businesspeople, specifically African immigrant entrepreneurs, cannot easily meet, so they
turn to alternative sources to obtain financial assistance such as family members (Cooper et al., 1994;
Ashourizadeh, 2016). However, Min (1988) argue that when immigrant entrepreneurs want to venture
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into entrepreneurship in the host country, they primarily rely on their savings for financial capital, as
well as attaching to their ethnic groups to make social connections from which they benefit, and few,
if any, receive financial assistance from the bank (Ashourizadeh, 2016; Ashourizadeh et al., 2022). Bois-
sevain et al. (1990) state that immigrant entrepreneurs typically hold limited savings to enable them
to start their businesses, and as a result, they end up working longer hours or multiple jobs to accu-
mulate sufficient funds to start their businesses.

Moreover, African immigrant entrepreneurs may seek financial support from friends to supple-
ment what they already have, enabling them to venture into new businesses or expand their existing
ones if the opportunity arises. According to Ashourizadeh et al. (2022), African immigrant entrepre-
neurs can obtain the necessary financial capital to start their businesses by connecting with other
members of their social ethnic group and/or forming public-private partnerships. Ashourizadeh (2016)
states that immigrant entrepreneurs who run businesses in the United Kingdom face unfair discrimi-
nation from banks and financial institutions, limiting their businesses’ growth and development. The
Rotating Credit Association, which Japanese and Chinese immigrants used to finance ethnic busi-
nesses, ranks among the most common financing methods for immigrants (Light, 1972; Ashourizadeh,
2016). According to Aldrich and Waldinger (1990), it rests on the ethical responsibility and sound judg-
ment found in immigrant groups. Notwithstanding, Light (1984) believes that such strategies arose in
response to discrimination in the host society’s access to regular financing.

Intra-African immigration presents diverse obstacles for African immigrant entrepreneurs. One
primary challenge involves navigating the complex and varied legal frameworks across diverse Af-
rican nations. Moreover, besides the hurdles associated with African immigrant entrepreneurs se-
curing funding from local financial institutions, language and cultural challenges can also create
obstacles, as they need to overcome these obstacles to start up and grow their businesses (Radi-
pere, 2012; Ngota & Rajkaran, 2016). Additionally, xenophobia and discrimination can prove inevi-
table for African immigrant entrepreneurs, making it critical for them to tackle these issues and
foster a more welcoming environment (Ngota & Rajkaran, 2016). Ultimately, networking and inte-
gration remain crucial for success, as African immigrant entrepreneurs must establish relationships
with governments, local businesses, and communities to thrive. Chrysostome (2010) indicates that
SMMEs face the same challenges as larger businesses on a micro level. However, unlike larger firms,
SMMEs often lack easy access to the financial resources they need to remain in business. Research
by some authors (Asoba & Tengeh, 2016; Nkrumah, 2016; Omisakin, 2017; Ngota et al., 2019) af-
firmed that it remains difficult for African immigrant entrepreneurs to access finance from tradi-
tional banks in host countries.

In South Africa, African immigrants are often regarded as a homogenous group, without distin-
guishing between the different nations of origin. Several factors contribute to this aggregation.
Data limitation matters greatly, as statistical data of African immigrants in South Africa frequently
lack a comprehensive breakdown by nation of origin, leading scholars to categorise them together.
The policy frameworks also play a role. South African immigration laws and policies, including the
Immigration Act of 2002, apply broadly to African nationals, without distinguishing between spe-
cific countries. Moreover, stereotypes and perceptions reinforced by media coverage and public
narrative often perpetuate a homogenous view of African immigrants.

The study by Paul et al. (2007) suggests that African immigrant entrepreneurs utilise various
sources of financial capital, including personal funds, reinvested profits, and bank loans. The notion
focuses on information gaps between immigrant entrepreneurs and potential lenders, who often know
more about the business’s operations and prospects. Banks, on the other hand, rely on second-hand
information from African immigrant entrepreneurs and financial statements. This information gap
leads lenders to demand higher interest rates or more favourable terms to protect themselves from
potential risks. As a result, immigrant entrepreneurs prefer to fund their ventures with their own
money and profits, rather than relying on external investors and lenders.
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Conceptual Framework of the Study

Figure 1 illustrates the conceptual framework of this study that seeks to illuminate the complex relation-
ships between financial capital acquisition and entrepreneurial success among African immigrant entre-
preneurs. By examining the interplay between internal sources of financial capital (savings), external
sources (loans and family support), and barriers to financial capital (lack of access to financial networks),
this framework provides a nuanced understanding of the factors that enable or hinder the acquisition of
financial capital and its impact on entrepreneurial outcomes. By exploring these relationships, this frame-
work seeks to contribute to the development of effective strategies for supporting African immigrant
entrepreneurs in accessing the financial capital necessary to start-up and grow successful businesses.

African Immigrant

Entrepreneurs

Financial Capital

Acquisition l

External Sources
- Loans (Formal Financial
Institutions)
- Family (Informal
Financial Support)

Internal Sources
- Savings (Personal
Financial Resources)

Barriers to Financial Capital

- No Institution or Persons
Approached (Lack of Access
to Financial Networks) &
Limited Personal Savings.

A

Entrepreneurial

Success

Figure 1. Conceptual framework of the study
Source: author’s own construction based on the results of 2023 data analysis from personal interviews.

RESEARCH METHODOLOGY

An interpretative research paradigm (phenomenological research) served to meet the study’s objec-
tives. According to Hammersley (2013), the interpretivism paradigm rests on the idea that humans
cannot comprehend knowledge in the social sciences in the same way as they can in the physical sci-
ences because humans interpret their surroundings and take actions based on that understanding,
whereas the rest of the world does not. Creswell (2013) indicates that qualitative research begins with
an assumption and the use of a theoretical framework that guides the research problems, addressing
the sense groups, social or human phenomena. Previous studies showed that a qualitative response
to the primary research question was necessary. To obtain rich data, cases of African immigrant entre-
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preneurs were selected, and subsequent personal interviews followed. We used an exploratory re-
search strategy because few studies examined this topic in the field, and it allowed for an in-depth
investigation of African immigrant entrepreneurs’ access to financial capital for entrepreneurship in a
host country (Creswell, 2014; Saunders et al., 2019; Saunders et al., 2023). We chose the qualitative
approach to gain a broad understanding of participants’ experiences and perspectives, and to explore
the research questions in a nuanced and contextualised manner.

The study drew its sample from the population of all African immigrant entrepreneurs operating
businesses in South Africa. Twelve (12) African immigrant entrepreneurs (owners/managers) in the
Eastern and Western Cape provinces of South Africa were selected for the sample using non-probabil-
ity sampling techniques, namely convenience and purposive samplings, because there exists no readily
accessible database of all African immigrant entrepreneurs in South Africa. By adopting a non-judge-
mental and curious stance, the researcher created a safe space for open dialogue, encouraging re-
spondents to share their genuine perspectives and insights. Participant inclusion criteria included:

— Participants were of African descent (i.e., born in an African country other than South Africa).
Participants were owners/managers or partners in the business.

— Participants actively participated in the establishment or purchase of the business.

The businesses have been in operation for at least one year.

— Participants were at least 18 years old and above.

The study collected both secondary and primary data. Secondary data sources comprised journals,
the internet and books. We collected primary data from African immigrant entrepreneurs who have
established and successfully operated businesses in South Africa using a semi-structured interview
schedule. The purpose of the study instrument was to collect data from African immigrant entrepre-
neurs on how they acquired the financial capital necessary to establish their businesses effectively in
South Africa. To collect data, we conducted in-depth semi-structured interviews to ascertain realities
and expectations around the financial access of African immigrant entrepreneurs. Experts in entrepre-
neurship validated the themes and questions, and literature supported these themes.

Data Analysis

The data analysis of this study drew on the Gioia method (Gioia et al., 2013), which emphasises explor-
ing organisational processes through the diverse experiences of various stakeholders. This approach
enables discovering novel insights by examining how different actors perceive and interpret events
(Gioia et al., 2013). To ensure qualitative rigour, the study adhered to the recommended practices
outlined by Gioia et al. (2013). Consistent with inductive research, the analytical process iterated
alongside data collection. Although the phases overlapped, distinct analytical stages emerge. Through
these stages, the study repeatedly refined and validated theoretical mechanisms derived from the em-
pirical data, ensuring a vigorous and grounded understanding.

Following semi-structured in-depth interviews, the data collected from African immigrant entre-
preneurs were reduced and coded. A list of themes, categories, and preliminary codes were all in-
cluded in the coding framework the researcher developed (Gioia et al., 2013). The researcher began
analysis by reading interview transcripts, assigning codes, and identifying patterns guided by the re-
search question. Using constant comparison (Gioia et al., 2013), the researcher discerned differences
and similarities within the data. Table 1 outlines the relevant codes and content. During the second
analytical stage, the researcher aggregated first-order codes into higher-level concepts, supplementing
this process with extensive note-taking and memo making to track decisions and refine interpretations.
Consistent with iterative research (Gioia et al., 2013), the researcher’s coding approach evolved as his
understanding deepened. In stage three, the researcher examined how attention manifested within
previously identified categories, yielding four theory-driven themes (Table 1).

To ensure research rigour and trustworthy interpretations, the researcher adhered to Lincoln
and Guba (1985) guidelines for qualitative inquiry, enhancing credibility, transferability, dependabil-
ity, and confirmability, as discussed in the subsequent section (Enworo, 2023). The four criteria —
confirmability, credibility, transferability, and dependability — proposed by Johnson and Rasulova
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(2016) assessed the reliability of the data acquired and ensure its trustworthiness. The theoretical,
methodological, and analytical choices made throughout this study rested on logical justifications in
its presentation. Audit logs that outlined each step taken in analysing the data for research purposes
and served as the foundation for the findings established confirmability. Triangulation of data col-
lection, long-term participation, consistent observations, and member checks all ensured the study’s
data credibility. By providing the phenomenon under study with an adequate thick description, the
researcher ensured that the qualitative data collected and transcribed could be transferred. To en-
sure dependability, the collected qualitative data underwent an audit of inquiry (Shenton, 2004). To
support the review and examination of the study’s procedures as well as the data analysis method
to ensure that the findings stayed consistent and that the study could be repeated, the researcher
enlisted another experienced researcher in the faculty.

RESULTS AND DISCUSSION

This section summarises the findings of the analyses based on the participants’ responses. The study found
that African immigrant entrepreneurs require financing to establish and expand their businesses in the
host country. However, the study investigated how African immigrant entrepreneurs attempted to obtain
the financial capital they needed to start their businesses. Table 1 presents the codes and themes identi-
fied during the thematic data analysis process for financial capital acquisition, including internal and ex-
ternal sources, and barriers to obtaining financial capital, which structure the results below. Direct quotes
or responses provided by participants do not all appear here, but remain available on request.

Table 1. Codes and themes identified in thematic analysis

Aggregate dimensions

Second-order themes

First-order themes

Financial capital ac-
quisition

Primary source of fi-
nance

Funding is the most needed to start a business.
Resources needed to start-up the business.

Internal sources

Savings
(personal financial
resource)

Keeping money as a habit
Keeping money from income made
Saving part salary

Saving as a behavioural tendency

Saving as a cultural tendency

Saving to start up a business

Personal savings

External sources

Loans from banks

Borrowing from others for start-up

Prefer borrowing from others than the bank due to high in-
terest rates

Borrowing from banks has high financial risks

Discriminating financial policies towards migrants

Difficult borrowing form friends

Did not borrow from bank

Family members

Financial assistance from family

Finance from retrenchment package

Assistance from couples

Barriers to financial
capital

No financial institution
or person approached

Reluctant to approach banks or persons

To reduce entrepreneurial debt

Negative attitude by banks towards migrants

Lack of business license

Reluctance due to residential status

Uncertain of business environment

ID as bank requirement

Limited personal savings

Not enough savings done to start-up a business

Source: own study based on data from interviews.
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We briefly discuss the findings based on these codes and themes identified during the thematic
analysis process and thus presented as a discussion of the main findings of this article.

Financial Capital Acquisition Findings
Access to adequate financial capital remains crucial in determining business success. Tengeh and Nkem
(2017) discovered a significant correlation between initial startup capital and subsequent business
growth among immigrant entrepreneurs. African immigrant entrepreneurs indicated that financial re-
sources formed the most significant primary resource required during the start-up stage of their busi-
nesses in the host country.

Financial resources constitute essential assets for starting a new business or expanding an existing
one. The findings agree with those of some authors (Evans & Jovanovic, 1989; Holtz-Eakin et al., 1994;
Blanchflower et al., 2001), who posit that if African immigrant entrepreneurs have access to adequate
financial resources, their entrepreneurial dream will easily materialise, leading to the establishment of
a new business venture. Table 2 presents the coding process for African immigrant entrepreneurs’
capital acquisition and provides examples of responses.

Table 2. Example of responses on financial capital acquisition findings

Aggregate |Second-or-| First-order

. A lllustrative responses
dimensions |der themes themes P

Finance is the |- ‘l needed money to establish my business from the beginning.” (P#3)
most needed to|- ‘The main resource that | needed at the time to start-up this busi-
start a business| ness was finance.” (P#1)

- ‘I needed money to buy the tools and materials | needed to start

Financial Primar

. y the business, as well as the car | needed to transport the working
capital ac- | source of Resources . . L,

s . tools and materials to the job site.” (P#1)
quisition finance needed to . . . . .

- ‘I believe that when you are talking about the finance as the pri-
start-up the . .
business mary resource, | think the rents should be first in it, then the

materials and the most important thing to make sure that you
have the tools also.” (P#3)

Source: own study based on data from interviews.

In contrast, this study has disputed these claims, arguing that some entrepreneurs successfully
launched creative businesses with only a small amount of financial capital (Davidson & Honing, 2003;
Hurst & Lusardi, 2004; Kim et al., 2006). This study also discovered that starting a new business with
adequate and sufficient capital resources strongly predicts entrepreneurial growth; however, others
argue that finance provides no significant predictor of new business creation (Hurst & Lusardi, 2004).

Internal Sources of Finance Findings

Utilising personal savings remains a common internal source of finance for entrepreneurs, particularly
during the startup phase (Radipere, 2012; Ngota & Rajkaran, 2016). This involves injecting personal funds
into the business, either from savings accounts, emergency funds, or other personal assets. Personal sav-
ings provide an easily accessible and cost-effective means of financing, eliminating the need for external
borrowing and associated interest payments. Additionally, using personal savings demonstrates the com-
mitment and confidence of African immigrant entrepreneurs in their venture, which could potentially at-
tract external investors. African immigrant-owned small businesses in South Africa often struggle to secure
loans from formal financial institutions, making savings a vital alternative for accessing capital. African
immigrant entrepreneurs demonstrate the spirit of savings to amass the necessary financial resources to
start-up their businesses (Tengeh, 2007; Radipere, 2012; Ngota & Rajkaran, 2016). The savings spirit exist-
ing among African immigrant entrepreneurs originated from their cultural background emanating right
from their home countries. This value-driven culture stems from the family values of these ethnic groups,
which they have instilled in their businesses for generations. Table 3 shows the internal source of finance
coding process and examples of responses.
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This finding is consistent with a study by Tengeh (2007), who found that African immigrant entre-
preneurs sourced their primary source of capital from their personal savings. This finding challenged
the traditional intellect that entrepreneurs can only obtain financing to start a business from a financial
institution. Although this matters for growing and developing an entrepreneurial idea to increase its
success, it may particularly challenge an African immigrant entrepreneur in a host country. Therefore,
African immigrant entrepreneurs have resorted to saving money to finance their entrepreneurial ven-
tures when the opportunity arises.

Table 3. Example of responses on the internal source of finance

Aggregate |Second-order| First-order .
. . lllustrative responses
dimensions themes themes
Keeping money |‘l was making some income and from that small income, | was
as a habit making some savings bit by bit.” (P#2)
Keeping money |‘l used to save the little money that | had at the time, so every
from income |little money that | earned had to be saved gradually. So, | had the
made finances from my savings.” (P#3)

- ‘l was saving some income from my salary for raining days like
this to see how | could survive through other means. That is why
. | was saving some little money from my little salary that | was

Saving part of . . ,

the salary getting there [previous employment].’ (P#6)
- ‘ got the money from my savings, which | was doing while work-
ing. | was always saving a portion of my salary. That was part of
. the funding that enabled me to start this business.” (P#8)
Savings (per- ; - - - -
Internal ) | got into the habit of saving money to start my own business
sonal finan- . . .

Source from every little money that | made. | did such savings for about

cial resource) | Saving as a be-
havioural ten-

dency

two years to enable me to get enough money to establish my busi-
ness. So, | can say that the savings that | was doing was what gave
me the financial capital that | used to establish my own business.’
(P#4, P#5, P#10 & P#11)

‘This is like the culture | grew up with in West and Central African
countries. We always live with the expectation of saving for the fu-
ture, even though the future is uncertain. That is how | was able to
obtain the funds with which | began this business.” (P#3)

‘That is how | managed to save money so that | could get enough
capital to start-up my own business.” (P#4)

‘I can say that the savings | was doing were what provided me with
the financial capital | needed to start my own business.” (P#1)

Saving as a cul-
tural tendency

Saving to start
up a business
Personal
savings

Source: own study on data from interviews.

External Sources of Finance Findings

Banks and loans represent a primary external source of finance for businesses, offering various fi-
nancing options to support growth and expansion (Markova & Perkovska-Mircevska, 2009). Com-
mercial banks offer term loans, overdraft facilities, and lines of credit, enabling entrepreneurs to
access the necessary funds for investments, working capital, or debt refinancing. Specialised loan
programmes, such as small business loans, venture capital loans, and asset-based loans, cater to
specific business needs. Banks also offer competitive interest rates, flexible repayment terms, and
expert financial guidance. However, for African immigrant entrepreneurs to access bank finance re-
quires a solid business plan, collateral, and a good credit history. Loan applications involve rigorous
evaluation, and entrepreneurs must prepare to provide financial statements, business projections,
and risk assessments to secure approval. Discriminatory financial policies may hinder banks’ ability
to provide financial assistance to African immigrant entrepreneurs. As a result, African immigrant
entrepreneurs face significant obstacles in securing traditional banking services, forcing them to ex-
plore alternative financing options, or rely on personal savings to fund their business ventures. Some
examples of responses regarding external sources of finance appear in Table 4.
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For many African immigrant entrepreneurs, family members and relatives serve as a vital external
source of finance, providing crucial capital for startups or business expansions. According to research
(Basu & Parker, 2001; Nee & Sanders, 2001), many family members, whether at home or abroad, play
a significant role in the financial assistance of family members’ business ventures. Informal loans or
investments from loved ones often come with flexible repayment terms and minimal collateral re-
quirements, bridging the financing gap created by traditional banks’ stringent lending criteria. This fa-
milial support not only addresses financial needs but also offers emotional encouragement and busi-
ness advice, leveraging the family’s collective networks and expertise. In African cultures, familial ties
and social obligations foster a sense of responsibility and trust, making family financing a viable option.

Table 4. Example of responses on an external source of finance

Aggregate |Second-order| First-order

. . lllustrative responses
dimensions themes themes P

- ‘I did approach some people to ask for financial assistance. | spoke
to some people around for financial assistance because the fi-
nance that | had was not enough to start-up the business.” (P#4)

- ‘I decided to rather borrow the money from my friends.” (P#5)

Borrowing from
others for start-

up

Prefer borrow- |_ The reason why I did not want the bank loan is because the bank

ing from others| will impose a very high interest rate during payment, so that is

than the bank | why I did not need a bank loan.” (P#11)

due to high in- |- ‘l did not want a bank loan because the bank would charge a very
terest rates high interest rate during payment.” (P#4)

Borrowing from
banks has high
financial risks

‘You see, starting a business that you have not done before, it is
risky to start going to the bank to get a loan.” (P#9)

Loans from

banks Discriminating | ’When I gpproac’hed the bank, they told me | wasn’t qualified for

financial poli- their assistance.” (P#7) N
cies towards | ‘The bank stated that | was not a citizen and lacked the necessary
. documentation, such as a South African ID, to obtain a bank loan.’

migrants (PH6)

External Difficult bor- |“Although it was difficult to obtain a loan from some of the people
source rowing form |l approached, some of them did believe in my vision and loaned me

friends the money.” (P#4)

- 1 did not approach any financial institution or other person to re-
quest a loan or financial assistance of any kind.” (P#1)

- ‘No, I didn’t need to go to the bank for a loan at the time because
I had enough money saved up. In addition, | did not seek financial
assistance from any other financial institution or individual.” (P#3)

- ‘I received some financial support from my family back from my

Financial assis- | home country which assisted me a lot to start-up the business.’
tance from (P#5)

family - ‘' had to approach my family back home and ask for some financial
assistance to inject into my business.” (P#12)

Did not borrow
from bank

Family mem- | Finance from
bers retrenchment
package

‘I used my retrenchment package to add to my savings to enable
me purchase this business.” (P#1)

- ‘My wife provided financial assistance to help me launch my busi-
Assistance from| ness.’ (P#1)

spouses - ‘I did approach my husband with my business ideas and asked for
financial support.’ (P#8)

Source: own study based on data from interviews.



36 | Bernard Lama Ngota, Elroy Eugene Smith, Ayanda Pamella Deliwe

Moreover, cultural financing models like ‘njangi,” ‘susu,’ or ‘esusu’ —rotational savings and credit associations
common among African diaspora communities — provide mutual financial support and reassurance (Ngota et
al., 2019). Through these informal financing networks, family members and friends pool resources, share
risk, and celebrate successes together. By tapping into family networks, African immigrant entrepreneurs can
access essential funds, mitigate risk, and build a foundation for sustainable business growth. When African
immigrant entrepreneurs encounter difficulties during the start-up phase of their businesses, they often turn
to their families for financial assistance.

Barriers to Obtaining Financial Capital Findings

African immigrant entrepreneurs face significant obstacles when seeking financial assistance from
commercial banks. Banks’ attitudes, stringent requirements, and biases create barriers that deter en-
trepreneurs from seeking loans. ‘Lack of business licences,” ‘residency status,” and ‘non-indigenous
status’ further limit access, making it challenging for African immigrant entrepreneurs to secure fund-
ing. Additionally, ‘uncertainty about business prospects’ and concerns about ‘debt repayment’ dis-
courage African immigrant entrepreneurs from seeking bank financing. Banks’ emphasis on security
and collateral requirements also hinders financing, forcing African immigrant entrepreneurs to rely on

Table 5. Example of responses to barriers to financial capital

Aggregate (Second-order

. . First-order themes lllustrative responses
dimensions| themes

Reluctant to ap- |- ‘No, | was reluctant to approach the bank to ask any loan.’ (P#4)
proach banks or |- ‘The answer is a big no; | didn’t bother to approach the bank
persons for financial assistance.” (P#7)

- ‘How will you repay the loans if the business fails, and you have
taken on so much debt? So, | didn’t want to go down that path
at all.” (P#5)

- ‘As for the bank, | knew | was not going to have any help from

Negative attitude | them as a foreign national.” (P#5)

by banks towards |- ‘I didn’t approach any banks for money because | knew the out-

migrants come would be negative as a foreigner in this country. So, |
didn’t have to bother myself or waste my time with it.” (P#12)

‘I didn’t approach anyone because my company was not yet reg-

Lack of business li- [istered [licensed] when | started it. So, | knew that if | ap-

cense proached the bank for a loan at that point, it would be requested

as a requirement.” (P#9)

‘l did not approach the bank because | knew that because my

residency status was an asylum permit, the bank would not grant

me a loan even if | applied.” (P#10)

- ‘but | didn’t want to borrow money and start a business be-
cause | wasn’t sure about the business’s future.” (P#6)

Uncertain of busi- |- ‘| don’t think it’s a good idea to take loan money to start-up a

ness environment | business; instead, | think it’s a good idea to do that after the
business has already been in operation, because you never
know if the business will fail or survive.” (P#12)

- ‘If you are a foreigner in South Africa and do not have a South
African ID, do not go to a bank for a loan; they will never give
you one.” (P#5)

- ‘even if you have the ID and do not have a job that pays you
money into a bank account or an already existing business that
is doing well and has a bank account with the said bank, they
will not grant you a business loan.’” (P#3)

To reduce entre-
preneurial debt

No financial
institution or
Barrier to | Personap- |Reluctance due to
financial proached | residential status

capital

ID as bank require-
ment

Not enough sav- |‘although the money was not enough to cover the capital for the
ings done to start- [business, but it went a very long way, and it was the foundation
up a business |of the establishment of my business.” (P#1)

Limited per-
sonal savings

Source: own study based on data from interviews.
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alternative funding sources, such as personal savings. As a result, many African immigrant entrepre-
neurs prioritise self-funding and cautious growth, opting to avoid debt and potential financial risks.
This cautious approach stems from concerns about repayment difficulties and the potential conse-
guences of business failure. Moreover, the complexity of application processes, coupled with cultural
barriers, exacerbates the challenge. Banks’ lack of understanding of African immigrant entrepreneurs’
unique needs and circumstances perpetuates financial exclusion. Consequently, African immigrant
entrepreneurs must often explore informal financing options, such as family and friends, diaspora net-
works, or microfinance initiatives, namely everywhere where necessary. Table 5 presents examples of
responses derived from barriers to financial capital, as reported by African immigrant entrepreneurs.

Financial capital acquisition can thus come from internal and external sources, both of which are
likely to boost entrepreneurial success, as access to financial capital remains essential for starting and
growing a business. On the other hand, barriers to financial capital are likely to undermine entrepre-
neurial success, as a lack of access to financial networks and resources can hinder business growth and
development (Chimucheka & Mandipaka, 2015). By highlighting these relationships, the conceptual
framework emphasises understanding the various factors that influence the acquisition of financial
capital and its impact on entrepreneurial success among African immigrant entrepreneurs.

Entrepreneurial Success Findings

Access to financial capital remains critical to entrepreneurial success, as it enables entrepreneurs to
invest in their businesses, manage cash flow, and respond to market opportunities (Emami et al.,
2023). Despite facing formidable challenges, many African immigrant entrepreneurs achieve remark-
able success, driven by resilience, determination, and innovative spirit (Mason & Brown, 2014). By
leveraging their unique cultural perspectives and diaspora networks, African immigrant entrepreneurs
tap into previously unexplored markets, create jobs, and stimulate economic growth. From thriving
small businesses to scalable startups, African immigrant entrepreneurs excel in various sectors, includ-
ing technology, agriculture, and retail. However, their entrepreneurial journey often features financial
hurdles, as traditional banking systems frequently deny them loans due to a lack of credit history, col-
lateral, or residency status. Undeterred, African immigrant entrepreneurs navigate the financial land-
scape by relying on alternative funding sources, such as personal savings, family members, and ethnic
community networks. Informal financial systems, like rotational savings groups and ethnic-based credit
unions, also provide vital support. By manoeuvring through these financial channels, African immigrant
entrepreneurs demonstrate exceptional adaptability and resourcefulness. Their success stories inspire
a new generation of entrepreneurs, fostering a culture of entrepreneurship and community empow-
erment. The study showed that financial capital acquisition would lead to entrepreneurial success
through the establishment of a business as explained by Participant #2: ‘so, | used this small money
that | had saved to establish my own small business.” This was corroborated by Participant #8 who
explained: ‘that was part of the finance that assisted me to start-up this business.’ Likewise, Participant
3 said: ‘yeah, my savings assisted me to acquire all the other assets that | needed for the business. The
money that | was saving assisted me with all that | needed to start-up the business.’

Ethnicity can be a double-edged sword for African immigrant entrepreneurs, acting both as an ap-
proach to maximising profit and as a challenge to business growth (Andrejuk, 2016). On the one hand,
ethnic uniqueness can provide access to valuable resources, markets, and networks, enabling entre-
preneurs to tap into niche opportunities and cater to co-ethnic clients. This proves particularly useful
in businesses where cultural skills and relationships are crucial, such as fashion, traditional, and food
services. Ethnic connections can also facilitate access to mentorship, information, and capital, and help
African immigrant entrepreneurs overcome challenges during the initial start-up stages. Additionally,
exploiting ethnic identity can serve as a marketing approach, enabling entrepreneurs to differentiate
their businesses and appeal to clients seeking reliable cultural expertise. On the other hand, ethnicity
can also offer challenges to business growth. African immigrant entrepreneurs may encounter biases,
xenophobia, and stereotypical attitudes from host societies, limiting their access to bigger resources
and markets. Overdependence on co-ethnic connections can also hinder business success, as entre-
preneurs may strive to expand beyond their ethnic niche (Andrejuk, 2016).
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CONCLUSIONS

Generally, African immigrant entrepreneurs face significant challenges in acquiring financial capital,
a crucial element for business success. The study reveals that the primary source of finance for these
entrepreneurs is often internal, relying heavily on personal savings, which serve as a vital financial
resource. However, limited personal savings can pose a substantial barrier to acquiring financial cap-
ital, hindering business growth and development. Moreover, the findings indicate that external
sources of finance, such as bank loans and support from family members, also play a crucial role.
Nevertheless, accessing these external sources proves daunting. Many African immigrant entrepre-
neurs report that no financial institution such as banks or person was approached due to concerns
about rejection, high interest rates, and stringent collateral requirements. This highlights the need
for alternative funding options and more inclusive financial systems. The barriers to financial capital
acquisition carry significant implications for African immigrant entrepreneurs. Without access to suf-
ficient finance, businesses may struggle to scale, innovate, or even survive. This article has contrib-
uted to the theoretical and empirical body of knowledge about how African immigrant entrepre-
neurs obtain financial capital to start businesses in the host country.

According to the results of this research, African immigrant entrepreneurs can build a savings cul-
ture as a primary source of funding for their business ventures. This strategy allows them to maintain
control over their finances and reduce dependence on external financial sources. Moreover, African
immigrant entrepreneurs can explore other financial options, for instance informal funding networks,
involving family and friends or diaspora networks. Moreover, to advance access to financing, African
immigrant entrepreneurs should cultivate relationships with financial institutions and develop a strong
business plan that demonstrates the validity and prospects for growth of their business. Furthermore,
acquiring knowledge in financial management, budgeting, and cash flow management proves crucial
for making informed financial decisions. African immigrant entrepreneurs can also benefit from seeking
mentorship and support from networks and organisations that cater to immigrant entrepreneurs. Mi-
crofinance entities that simply provide low-cost financing and flexible repayment terms offer a viable
financing alternative. Engaging in funding education programmes tailored to immigrant entrepreneurs
can also improve their financial literacy and management skills. By embracing these approaches, African
immigrant entrepreneurs can develop the financial management skills essential to effectively embark
on entrepreneurship in South Africa. Eventually, unlocking access to financial capital remains critical for
African immigrant entrepreneurs to foster economic integration, social change and innovation. By rec-
ognising the primary sources of finance, addressing barriers to financial capital, and developing inclusive
financial solutions, policymakers can foster a more vibrant entrepreneurial ecosystem that benefits
both immigrant communities and the broader society. Hence, the study suggests that host countries’
financial policies accommodate immigrant entrepreneurs, particularly African immigrant entrepre-
neurs, who wish to pursue entrepreneurship in the country. To address these challenges, policymakers
and financial institutions must develop culturally sensitive and inclusive financial solutions. This includes
streamlined application processes, flexible collateral requirements, and personalised financial services
tailored to the distinct needs of African immigrant entrepreneurs. By bridging the financing gap, such
measures can empower these entrepreneurs to drive economic integration, innovation, and job crea-
tion. Additionally, through strategic partnerships, mentorship initiatives, and targeted support pro-
grammes, organisations and policymakers can further accelerate the entrepreneurial success of African
immigrants, bridging the gap between entrepreneurial goals and economic integration.

The research carries some limitations, including the small sample size of 12 African immigrant
entrepreneurs and the focus on only two provinces in South Africa, which may limit the generalisa-
bility of the results. The aggregation of African immigrant countries and their nationals’ experiences
in South Africa may disregard significant differences, possibly covering unique obstacles and op-
portunities facing particular citizen groups.
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Future studies could use a larger sample size, a quantitative or mixed-methods design, and a
wider geographic area. Comparative research between diverse immigrant cohorts or between im-
migrants and indigenous entrepreneurs could offer valuable insights. Moreover, longitudinal re-
search could help trace the financial capital acquisition approaches of African immigrant entrepre-
neurs over time, and a study on policy involvement and financial integration initiatives could pro-
vide guidance on strategies and support these groups.
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