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Introduction
The 21st century has witnessed many countries around the world experience increased 
migration caused by political instability, economic reasons and globalisation, among others 
(Crush & Ramachandran 2009; Fatoki & Patswawairi 2012; Khosa & Kalitanyi 2015; United 
Nations 2006). According to McKinley (2006), immigration is essential, unavoidable and a 
potentially beneficial component of the economic and social life of countries and regions. Since 
its independence in 1994, South Africa has recorded an increase in immigrants1 from all parts 
of the world, and specifically from other African countries (Crush & Ramachandran 2009). 
South Africa is regarded as a country with abundant business opportunities (Maharaj 2004 
cited in Mudi-Okorodudu 2011:11), pleasingly deep traditions and renowned tourist allures 
(Asoba & Tengeh 2016:97), as well as long-standing patterns of labour migration, peace and 
prosperity (Landau, Ramjathan-Keogh & Singh 2005) making these among the driving forces 
of migration into the country. Despite the ‘potential’ benefits of immigration, it remains a 
challenge to the South African government particularly in respect to the socio-economic 
integration of migrants. While the task of formulation and implementation of strategies to 
handle competing interests of immigrants and local communities in entrepreneurship seem to 
be getting more difficult, such aforementioned scenario calls for inter alia local and national 
policy shifts.

It is difficult for immigrants to enter into the labour market (Bogan & Darity 2008; Khosa & 
Kalitanyi 2015); therefore, entrepreneurship becomes a better option. A study by Khosa and 
Kalitanyi (2015) revealed that ambition led to immigrant entrepreneurship for the sole reason of 
earning a living and confront discrimination in the labour market. With an estimated 24.3% rate 
of unemployment (Statistics South Africa 2014), immigrants may be of great significance to the 
economy in the creation of new businesses and hence contribute to the reduction of the endemic 
South Africa’s high joblessness rate. There have been calls for the recognition of the contribution 
of immigrants to the extraordinary prosperity of a country (Shary 2000). Washinyira (2015) 

1.In this study, the terms ‘immigrant’ and ‘migrant’ have been used interchangeably and imply the same meaning.

This study examines factors inhibiting African immigrant entrepreneurs’ small and medium 
enterprises’ (SMEs) growth in a municipality of South Africa. Understanding these factors is 
important to stakeholders as this is an area that plagues much of the immigrant entrepreneurship 
literature. The study is descriptive in nature, and data were sourced from active African 
immigrant entrepreneurs through a quantitative approach. Random sampling was used to 
identify a total of 75 businesses. The results indicated that access to credit from regulated 
financial institutions is a mirage and that Afrophobic attacks on businesses dwindles prospects 
of entrepreneurship, job and wealth creation, thus impacting on economic growth of the 
region. To help bring ‘long-lasting’ co-existence between immigrant entrepreneurs and natives, 
formulation and implementation of ‘liberal’ integrated public policy interventions and 
strategies are needed. This would help in having a positive impact on the region’s prosperity 
in terms of job creation, poverty reduction and economic growth, in turn improving the 
peoples’ well-being. Given the migratory patterns and greater human global mobility, debate 
on integrated approaches among or within government systems should never be obscure as it 
is one of the biggest challenges in the continent.
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asserts that through their businesses, migrants serve the 
needs of poorer consumers by making goods and services at 
inexpensive prices.

There has been considerable interest on research on immigrants’ 
significant social and economic roles (Lemes, Almeida & 
Hormiga 2010). Some authors (Liedeman et al. 2013) have 
pointed out that since 2005, there has been aggressive 
competition between native-owned small business operators 
and businesses ran by African immigrants. The aforementioned 
researchers further sought to understand the nature and the 
impact of apparent dominance of alien businesses over their 
South African counterparts. They concluded that immigrant-
owned businesses were flourishing in almost all local 
communities within the Republic of South Africa (Liedeman et 
al. 2013). Washinyira (2015) contends that immigrants usually 
work long hours and portray a culture of prudence and 
thus prosper. Bear et al. (2005) asserted that a decline of 
South Africans’ operating businesses was inevitable as a result 
of their unattractiveness. However, the nature of this 
uncompetitiveness is still contestable. The dynamism of how 
immigrant entrepreneurs succeed in their business operations 
still raises a lot of controversy within the South African Small 
and Medium Enterprises’ (SMEs)2 sphere (Liedeman et al. 
2013). As such, there have been interest and calls from 
some government quarters on foreigners to share ideas of 
successful entrepreneurship with South Africans SMEs 
owners’ (Fatoki 2010; Timeslive 2015:1). Furthermore, the 
government developed an institutional model to support 
immigrant small business (Tengeh 2013). This was intended to 
reduce resentment and create an impression that the 
South Africa’s business spaces are not being taken away by 
immigrants.

African immigrant entrepreneurs in many cities in South 
Africa are confronted with numerous challenges that have 
severe impact on their entrepreneurial endeavours. Some of 
these challenges are detrimental to their enterprises, often 
leading to closure. The main challenge that has been a 
concern to African immigrant entrepreneurs’ is afrophobia 
(Crush 2000; Human Rights Commission 1999; Matsinhe 
2011), which some scholars (e.g. Canetti-Nisim & Pedahzur 
2003; Crush & Ramachandran 2009; Thulani 2015) refer to as 
hostility or aversion meted on people, culture or ideas 
of African derivation particularly those of sub-Saharan 
negroid origin. Although unsubstantiated, Kalitanyi and 
Visser (2010) assert that South Africans have always held a 
belief that immigrants from northern countries bordering 
South Africa are taking up their jobs. Crush, Ramachandran 
and Pendleton (2013) and Clive (2015) have both posited that 
afrophobia and coordinated acts of violence have been 
exacerbated with the implicit endorsement of the communities 
and leaders in which immigrant businesses operate. In 
addition, Gastrow and Amit (2012) assert that there is failure 
by the justice and legal systems to abate ferocity by leaving 
such crimes unpunished, thus leading to increased criminal 
activities against foreigners and their businesses. The rapid 

2.Small and medium enterprises in this study context also include micro businesses.

and extensive transition in migrant small business ownership 
has been recognised in research (Asoba & Tengeh 2016; Khosa 
& Kalitanyi 2015; Radipere 2012). Since 2008 there has been a 
growing interest in enquiries that seek to understand the 
nature of afrophobic violence directed at immigrants and 
the impact on their SMEs. Relatively limited published 
research on this topic (in the municipality under investigation) 
has been conducted with specific reference to the challenges 
faced by small businesses owned by African immigrants. 
Some authors like Fatoki (2014) and Tengeh, Ballard and 
Slabbert (2012) have called for more quantitative exploration 
in this area. The purpose of this article was to identify and 
understand the central issues as perceived by African 
immigrant SMEs business owners’ impacting on their 
business growth intentions in South Africa. By bringing to 
the fore the challenges immigrant entrepreneurs’ face in their 
normal business operations, the governments (local, 
provincial and national) would understand the issues to 
enable the formulation of policy long-term support. The 
following research question guided the study, from 
which this article was extracted: What are the challenges 
confronting advancement of SMEs owned by African 
immigrant entrepreneurs in Mthatha locale, O.R. Tambo 
District Municipality?

Consequently, the following related research sub-questions 
were posited:

RQ1:  What are the challenges confronting the growth of 
African immigrant-owned businesses in the local municipality 
of Mthatha?

RQ2:  What impact does the identified issues in (RQ1) 
above have on job creation and economic well-being in the 
local municipality of Mthatha?

RQ3:  What strategies must be put in place to improve, 
sustain and encourage growth of immigrant-owned SMEs in 
O.R. Tambo District Municipality?

Literature review
Immigrant entrepreneur and entrepreneurship 
in context
For quite some time, there has been an increased interest in 
studies on immigration and entrepreneurship and the effect 
on socio-economic integration of immigrants (Dana 2007). 
The concept of entrepreneurship entails creating value 
through recognition of a business opportunity while 
managing risk associated to it and being able to apply 
communication and management skills that would help 
mobilise human, financial and material resources necessary 
for the realisation of the idea (Veerabhadrappa 2009). 
According to some researchers (e.g. Aaltonen & Akola 2014; 
Vinogradov 2008), an immigrant entrepreneur is an 
individual who has moved to a different country and 
established a business. Kahn et al. (2013) assert that many 
immigrant entrepreneurs possess foreign nationalities and 
thus lack host country’s citizenship status. Aaltonen and 
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Akola (2014) further state that an immigrant entrepreneur or 
business proprietor holds a foreign status and is involved in 
entrepreneurship activities of economic innovation and 
business improvement while seeking profit in a given market 
sub-sector. Dalhammar (2004) concludes that immigrant 
entrepreneurship therefore is the process by which someone 
establishes a business in a host country other than his or her 
native country. In summary, the two concepts briefly 
discussed above highlight the nexus between them, making 
it relevant to this study in the O.R. Tambo District.

Immigrant entrepreneurship and small and 
medium enterprise distribution in South Africa
Fatoki (2010) asserts that there has been fast development of 
immigrant-owned businesses in South Africa, and accordingly, 
the government has developed a support framework (Tengeh 
2013). However, the political, social and economic transitions 
witnessed in recent years have influenced the government to 
issue business permits albeit to a handful entrepreneurs and 
particularly those from Eastern Europe and Asia (Benedict & 
Venter 2010). It is factual that there exists a high unemployment 
rate in South Africa (OECD 2013; Statistics South Africa 2014), 
as well as discriminatory tendencies in the labour market, 
thus pushing many immigrants into entrepreneurship 
(Kalitanyi & Visser 2010). An earlier study by Hiebert (2002) 
showed that immigrants were more prone to self-employment 
than the native-born population. According to Statistics South 
Africa (Stats SA 2010), immigrant SMEs account for 2.5% of 
the total SMEs’ population, out of which 2% are new and are 
not evenly distributed (Stats SA 2009) as reflected in Table 1. 
Eastern Cape Province is the fourth in the list of South Africa’s 
provinces with the highest numbers of both formal and 
informal immigrant SMEs. Nestorowicz (2011) argues that as 
a result of the dynamics of the business market, migrants need 
to consider various factors before establishing their businesses, 
which include culture, friendliness, business sustenance 
systems, competitiveness and ease of access to the market.

Contribution of immigrant entrepreneurship to 
the South African small and medium enterprise 
economy
Studies on migrant entrepreneurial activities have shown 
improvements in the overall country’s economic growth. A 
study by Fairlie (2012) to determine the apparent significant 
contribution of immigrant business owners to the U.S. 
economy revealed that 12% of the total business income 

was generated by immigrant business owners. In addition, 
it was ascertained that immigrant entrepreneurs establish 
17% of all new start-ups in the United States, a 
representation of about 13% of all business owners (Fairlie 
2012). It can be deduced from the abovementioned study 
findings that new wealth, jobs and skills are created 
through immigrant entrepreneurship (Kalitanyi & Visser 
2010; Radipere 2012). Hohn (2012) further stresses that it 
has been ascertained in recent surveys that immigrant 
entrepreneurs have created or co-own 25.3% of all science 
and technological firms in the United States. In the 
European Union (EU), it has been established that two 
thirds of jobs and related economic benefits within the EU 
communities are as a result of SMEs.

Typical with immigrants’ model of entry and operation is 
that they move into low-rent neighbourhoods characterised 
by negligible economic activity where they establish 
businesses in the retail or personnel services as an alternative 
to securing low-wage jobs in 3–10 years of entry (Hohn 2012). 
Given that in any known economy, business start-ups 
and their growth could decrease the increasing cases of 
unemployment and poverty, there is dire need for new 
businesses in today’s South Africa (Tengeh et al. 2012). In the 
face of overstretched and unevenly distributed financial 
resources of South Africa, it is becoming almost impossible 
for SMEs and particularly those owned by immigrants to 
secure financial credit lines (Khosa & Kalitanyi 2015; Urban 
& Naidoo 2012). This serves as an impediment to such 
businesses, thus negatively impacting on the country’s 
economy. However, with the increased scarcity of jobs amid 
increasing trends of migration into South Africa over the 
years, small business opportunities are becoming the only 
attractive option in the country. A number of these businesses 
have succeeded in employing local workers and as Hohn 
(2012) asserts, they aid in economic growth because the low-
income population benefit directly through employment 
(Tengeh et al. 2012). Furthermore, they are gradually 
becoming the leading employers in South Africa’s economy 
(Kongolo 2010).

African immigrant entrepreneurs have also contributed in 
bringing about new ideas and business opportunities 
(Schuler, Islam & Rottach 2011) and skills such as 
manufacturing in the conduct of their business (Washinyira 
2015). With lack of training in SME-related sector (Smith & 
Watkins 2012), the majority of African immigrant workers get 
their training on job, that is, within the small businesses, thus 
raising the entrepreneurship bar needed for the development 
of the private sector economy (Chodokufa 2009). Because the 
main sources of finance and credit are personal savings in 
the beginning of their start-ups while they also access loans 
from informal money lenders (Tambunan 2009), with the 
advancement of their businesses, there is more saving 
behaviour inculcated. By this model, the little savings 
motivate others to follow suit other than rely on accessing a 
bank facility, which is virtually impossible. As well, according 
to Mac and Bhaird (2010), small businesses owned by 

TABLE 1: Distribution of immigrant small and medium enterprises.
# Province Informal sector Formal sector

1. Gauteng 48.3 24.6
2. Western Cape 19.0 5.9
3. KwaZulu-Natal 13.0 18.8
4. Eastern Cape 5.3 13.4
5. Mpumalanga 4.1 7.7
6. Free state 3.2 6.6
7. North-West 3.2 8.0
8. Limpopo 2.9 14.3

Source: Statistics South Africa Business Register 2009
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immigrants tend to be competitive by adopting niche 
strategies such as flexibility, quality products and responding 
to the specific needs of customers. Ntsika Enterprise 
Promotion Agency (2012) states that with such competitive 
ways, immigrant entrepreneurs in South Africa tend to drive 
away monopoly in the local markets through specialised 
service and product provision. This is because such businesses 
bring in new ideas as well as improve product and service 
offerings. According to Radipere and Dhiwayo (2013), 
the sustained fierce competition from African immigrant 
entrepreneurs has pushed larger firms into serious market 
research and advertisements. Continued competition has 
inevitably steered improved environment of doing business 
as well as enhanced quality of products and services 
(Mason & Rown 2013).

Challenges confronting African immigrant 
businesses in South Africa
Clearly, a plethora of research studies (Asoba & Tengeh 2016; 
Crush et al. 2013; Khosa & Kalitanyi 2015) allude to the fact 
that African immigrant entrepreneurs encounter numerous 
obstacles at the beginning and growth phases of their 
businesses (Tengeh & Lapah 2013). Unique to South Africa is 
afrophobia, which seems to have adverse consequences on job 
creation and trading activities (Hunter & Skinner 2003). 
Crush (2000) states that South Africa has increasingly become  
afrophobic in recent years with large percentage of citizens 
perceiving black foreigners as ‘dangerous’ and ‘undesirable’. 
Since 2008, this phenomenon is widespread in the townships 
where immigrants have inhabited. Immigrants are therefore 
more often stereotyped as a threat to the economic and social 
interests of South Africans. Cronje (2009) classifies causes of 
afrophobia into three broad areas, namely (1) corruption 
perceived to exist in almost all government systems, (2) high 
levels of unemployment rate standing at over 20% with the 
youth aged between 15 and 34 years being the majority at 
70.9% (Statistics South Africa 2014), and (3) subversion to the 
rule of law. De Jager (2013) further asserts that fear which 
builds to jealousy towards foreigners’ business success leads 
to afrophobia.

Access to credit from sanctioned financial institutions 
remains a serious obstacle (Goldstuck 2015; Tengeh et al. 
2012). As Fatoki (2013a) correctly puts it, access to formal 
debt and equity markets is restricted to immigrant 
entrepreneurs, occasioned by lack of credit history and 
collateral security among other issues. According to Cant 
(2012), Khosa (2014) and Mohsam and Van Brakel (2011), 
access to a reasonable business premise by immigrants that is 
strategic and impactful to the success and survival of the 
business at a fair price is hard to find. In a study done in Cape 
Town by Asoba and Tengeh (2016), 67.2% of craft shop 
owners pointed to the fact that acquisition of a business 
location was practically impossible. This has pushed some 
immigrant small business to operate along the roadside 
while some have opted to operate from homes. Competition 
is another challenge because the majority of the immigrant 
small businesses are still at infancy or teenage stages, they 

cannot enjoy retained earnings compared to large firms, 
leading to their inability to stand fierce competition 
(Fatoki 2010; Goldstuck 2015). While building and managing 
personal relationships with particular individuals and firms 
surrounding their business is important (Coulthard & Loos 
2007), SMEs employ networking tactics to exploit 
opportunities. However, insufficient relationship and 
networking specifically with financial institutions is a great 
setback faced by African immigrant small businesses in 
Mthatha. The government has further complicated matters 
by putting in place stringent regulations on African 
immigrant business owners (Asoba & Tengeh 2016; Ngoc, Le 
& Nguyen 2009) including broad-based black empowerment 
labour regulations (Cross 2006) where jobs are only open to 
South African nationals and registration and tax requirements 
from the South Africa Revenue Service. South Africa is 
among the top 10 worst affected countries by crime and 
violence (Bougaardt & Kyobe 2011; Mthimkhulu & Aziakpono 
2015). According to South African Police Service (2012), crime 
statistics, criminal activities and corruption meted on SMEs 
is a major drawback on their development and sustainability. 
Besides, employee theft and pilferage account for between 
40% and 50% losses in most of the fast-food immigrant small 
businesses in South Africa (Van Scheers 2011).

With regard to running of businesses, managerial competencies 
are vital. For example, a business should have a manager 
who can lead, direct and coordinate activities for its prosperity 
(Abraham 2010). However, this is not the case with the 
majority of African immigrant businesses, which are either a 
one-man show or are too small to afford having a competent 
management employee with the aforementioned core 
competencies (Kim, Park & Wier 2012). This limits 
management capability in most of the immigrant businesses 
(Rathakrishnan 2009) as well as competition of skilled and 
highly qualified employees with larger enterprises (Machado 
& Melo 2014). Other challenges faced by African immigrant 
SMEs include poor access to relevant information (Urban & 
Naidoo 2012), lack of skilled workforce (Liedeman et al. 
2013), poor financial management skills (Smith & Watkins 
2012) and lack of knowledge of the local language, which 
limits effective communication, information gathering and 
evaluation (Habiyakare et al. 2009; Hisrich, Peters & Shepherd 
2010). The communication barrier presents key obstacles 
for African immigrants’ business continuity prospects. 
Notwithstanding, the aforesaid challenges have seen the 
government(s) called upon to provide support in various 
forms (Tengeh 2013) for the prosperity of immigrant SMEs.

Having presented this status of discourses in literature 
revolving around challenges faced by African immigrant 
entrepreneurs, the implication on their businesses and to the 
economy and considering that Eastern Cape of South Africa 
where O.R. Tambo District Municipality belongs to is 
characterised by high rural population, high proportion of 
youth confronted with high levels of unemployment and 
great need for sustainable socio-economic development, the 
need for such a study was exigent. The article also elucidates 
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strategic ideas to enable the municipality to formulate 
integrated approaches that could bring about not only 
sustained co-existence between immigrant entrepreneurs 
and communities but also socio-economic development of 
the region on top.

Research methodology
Zikmund and Babin (2007) refer to a research design as a 
master plan of methods and procedures implemented to 
collect and analyse data. For this study, a quantitative survey 
design was employed. It enabled data to be collected from a 
sample of African immigrant business owners in Mthatha, 
O.R. Tambo District Municipality, in the Eastern Cape 
Province of South Africa. This ensured variety (Saunders, 
Lewis & Thornhill 2012) in the sample of immigrants drawn 
from different countries, namely Cameroon, Democratic 
Republic of Congo, Ethiopia, Ghana, Nigeria, Somalia and 
others. Sample elements were selected through simple 
random sampling procedure from a list of African immigrant 
small businesses obtained from respondent ethnic groups in 
Mthatha Municipality and Business Support Centre. The 
sample comprised 75 foreign participants who own SMEs in 
the municipality. A pilot study was initially conducted prior 
to actual data collection while external validity was ensured 
via the representative sample at 5% marginal error. Data 
were collected through personally administered self-filling 
structured questionnaires, which were delivered and collected 
from the participants at an agreed date and time. In some 
cases, there were email invites where the questionnaires 
were emailed to participants. The data were collected 
throughout the entire month of October 2015, during which 
participants were constantly reminded to complete the 
questionnaire. Personal contact resulted to increased response 
rate. Descriptive statistics approaches utilising SPSS Version 
22 statistical software package and Microsoft Excel were used 
to analyse the data. The major limitation of this study was the 
sample size because the definite population size was 
unknown. If all factors were constant, the researcher would 
have surveyed a larger sample. Unavailability of reliable 
statistics on the existing SMEs owned by African immigrants 
in Mthatha could not allow establishing the precise population. 
Also, the use of a smaller sample randomly selected as a result 
of resource constraints could not allow reaching every locality, 
thereby lowering the validity and reliability of the study. But 
this was the most suitable technique in the circumstance 
because it enhanced the quality of the data collected.

Research results
This section distils the major findings of the study, namely 
the participants’ background characteristics, forms of 
entrepreneurship, challenges and their consequences to 
entrepreneurship.

Background profile of participants
The participants’ background attributes are captured in 
Table 2, which shows that 76% of them were men, 54.7% were 

between 31 and 40 years and 38.7% were from Nigeria. 
The majority (37.3%) had lived in South Africa between 5 and 
10 years. The majority (54.7%) had operated their businesses 
in less than 5 years. This sample is typical of the start-ups 
owned by young immigrant entrepreneurs wishing to gain 
economic mileage and survival (Habiyakare et al. 2009). It is 
also interesting to note that there were many younger male 
immigrants operating businesses in the municipality than 
female immigrants (Rogerson 1997). Khosa and Kalitanyi 
(2014) affirm that the majority of African immigrant 
entrepreneurs are ordinarily middle-aged men.

Source of capital and type of entrepreneurship
Figure 1 shows that most participants were earning a living 
through various forms of businesses. More particularly, 
22.8% of participants owned salons, 19% were in clothing 
business followed by 10.1% information and communication 
technologies and 8.9% second-hand goods.

It was of interest for researchers to know where migrant 
entrepreneurs sourced capital. The majority of the 
participants (90%) started their businesses using their own 
resources while 8% got funding from other sources. Only a 
meagre 2% received funding from banks. Researchers such 
as Rogerson (1997) and Khosa and Kalitanyi (2015:137) have 
shown that other sources key to immigrant business start-
up capital include family in their home countries, savings 
from previous work in the home country or South Africa 
and from friends. A study by Habiyakare et al. (2009) 
reported that up to 74% of participants have saved their 
own capital or obtained it from their relatives to start their 
businesses.

TABLE 2: Participants’ background attributes.
Background 
attribute 

Value label Number ( f ) Valid per cent

Gender Male 57 76.0

Female 18 24.0

Age 21–30 years 17 -

31–40 years 41 -

41–50 years 16 -

51–60 years 1 -

Country of origin Nigeria 29 38.7

Cameroon 26 34.7

Ethiopia 2 2.7

Ghana 5 6.7

Somali 2 2.7

Democratic Republic of 
Congo

7 9.3

Other 4 5.3

Duration of stay in 
South Africa

< 5 years 27 36.0

5–10 years 28 37.3

11–15 years 15 20.0

> 15 years 5 6.7

Years of business 
operation

< 5 years 41 54.7

5–10 years 26 34.7

11–15 years 4 5.3

16–20 years 4 5.3

Source: Survey results 2015
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Challenges facing African migrants in the 
conduct of their entrepreneurship
We further requested participants to indicate the challenges 
they experienced while running their businesses. Migrant 
entrepreneurs starting a business in O.R. Tambo Municipality 
experienced numerous problems as explained by study 
participants. While lack of financing or access to credit from 
formal financial institutions particularly banks was more 
problematic (Asoba & Tengeh 2016; Goldstuck 2015; Zolin & 
Schlosser 2011), Figure 2 shows that the aforementioned 
problem was aggravated by migrants’ lack of a green South 
African identity card as alluded to by most participants 
(56.8%), lack of business permit (11.5%), lack of collateral 
(10.5%) and lack of proof of residence (1.2%). A study by 
Asoba and Tengeh (2016) showed that short-stay permits 
issued to immigrant entrepreneurs are a deterrent to 
entrepreneurship. On the other hand, Timmons and Spinelli 
(2009) recognised that surety is a setback towards accessing 
credit by immigrant-owned businesses. Participants further 
mentioned the following factors as main barriers to 

entrepreneurship: competition (30.2%), high degree of crime 
and corruption (26.2%), getting a business location (18.1%), 
insufficient networking (10.7%), inadequate skilled personnel 
(8.1%), inadequate managerial experience (4%) and lack of 
financial management skills (2%). Goldstuck (2015) and 
Mthimkhulu and Aziakpono (2015) surveyed the SMEs and 
showed that finance, competition, corruption and crime are 
the greatest threats to SMEs.

The lack of knowledge of the local language still remains a 
significant inhibition to smooth trading (Habiyakare et al. 
2009; Hisrich et al. 2010; Khosa & Kalitanyi 2015) even with 
the majority (84.3%) of the migrant entrepreneurs, indicating 
using English in their communication with a few (15.7%) 
being able to speak IsiXhosa. The aforementioned researchers 
have further suggested that sufficient networking can create 
space for immigrant entrepreneurs to share their problems. 
Similarly, Aaltonen and Akola (2014) are of the view that 
networking among immigrant entrepreneurs and host 
entrepreneurs help the former gain new skills. To circumvent 
the problems associated with the language barrier, which 
hinders effective communication and smooth running of their 
businesses, the study established that African immigrant 
entrepreneurs have developed strategies including employing 
locals (South Africans) in their businesses (97.4%) while 1.3% 
of entrepreneurs use hired interpreters.

Perceived causes of afrophobic attacks and their 
consequences on entrepreneurship
Another key challenge that adversely impacted on immigrant 
entrepreneurship was afrophobia (Khosa & Kalitanyi 2014; 
2015; Mutambanengwe 2013 as cited by Khosa & Kalitanyi 
2015:135). Figure 3 shows that most participants in Mthatha 
attributed this to jealousy (43.8%), unemployment (41.6%), 
disregard to the rule of law (7.6%) and rampant corruption 
(3.5%), among other revolving factors. A study by De Jager 
(2013) demonstrated that jealousy as a result of the success of 
foreign businesses contributed immensely to afrophobic 
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attacks. We further requested participants to indicate what 
they thought could be the implications of such afrophobic 
tendencies towards African immigrant SME businesses. 
As indicated in Figure 3, the majority (97.3%) of the 
participants stated that they would definitely close their 
businesses while 1.3% mentioned that they would resort to 
not giving jobs to South Africans. It has been argued in 
studies by some researchers (IOM 2006; Radipere 2012) that 
South African nationals should view immigrant entrepreneurs 
as contributors to the economy via job supply. In addition, 
Khosa and Kalitanyi (2015) affirm that initiatives by a country 
that support immigrant entrepreneurship lead to economic 
triumph and work creation.

Analysis, discussion and 
implications
The aim of this study was to identify and document challenges 
impeding entrepreneurship among African immigrant SME 
owners with a view to justifying the need for appropriate 
interventions that would strengthen the local business 
environment, particularly in O.R. Tambo District Municipality 
for the realisation of the national socio-economic targets. Our 
analysis of the challenges faced by African immigrant 
entrepreneurs produced the following results: that lack of 
access to financing puts a restraint on African immigrants’ 
SMEs growth and sustainability (Urban & Naidoo 2012) and 
that the nature and magnitude of afrophobic tendencies and 
attacks on African immigrant businesses has adverse negative 
effects on their continuity and survival. Consequently, this is 
harmful to job creation and socio-economic well-being of a 
community. Other challenges included lack of access to 
business location or premise amid high rental costs, 
corruption, increased crime levels, stiff competition and 
inadequate human resources and skills.

The municipal authorities may initiate programmes that 
could help allocate business premises or areas where 
immigrants may operate from. This will be advantageous in 
that, apart from acting as means of cooperation and 
integration with locals, it would be an income generation 
project for the municipality through rental income and 
provide a form of security assurance to the immigrant 
entrepreneurs. The aforementioned components should be 
encouraged because they are central to the social 
interdependence and interrelationship for the realisation of 
goals of both parties. On the other hand, African immigrant 
entrepreneurs should strive and form connections with local 
contacts (Khosa & Kalitanyi 2014) because this becomes a 
bridge towards working in harmony.

There is no doubt that the success of local or municipality 
socio-economic efforts will feed into and contribute to the 
excellence of the provincial and national targets, by reducing 
poverty levels and reversing unemployment trends. Social 
integration among African immigrant entrepreneurs and 
local communities is paramount. In view of this, continuous 
sensitisation of the general public through a multimedia 
approach is a critical intervention all levels of government 

should invest in to bring about the understanding that 
foreign entrepreneurship, particularly from African 
immigrants, provides work and consequently income not 
only to the immigrants but also to South African communities 
(Bogan & Darity 2008).

As such, the government(s) could prioritise social integration 
as critical for programmatic interventions. Strengthening 
responsible institutions through legislation and involving 
stakeholders are key options that the government should 
consider towards entrepreneurship among ‘all’ which will 
have a social and economic impact in the future, and by 
extension, economic prosperity of the region. To sum up, 
considering such suggestions will help the relevant systems 
of government improve their social policies with respect to 
entrepreneurial migrants, which in turn could lead to a 
cohesive environment that is conducive to doing business.

Considering that the research sample was relatively small 
as a result of the time-limited nature of the study, it was not 
representative of the whole population. Perhaps the findings 
may be treated as pilot insights into the defined target 
population. Therefore, future research should consider all 
small, micro and medium business enterprises to maximise 
data saturation and scope. Previously, concern has been 
raised on what immigrant entrepreneurs do to succeed in 
their businesses as compared to their host populations 
(Liedeman et al. 2013). Future enquiry should also 
evaluate the interrelationships among African immigrant 
entrepreneurial characteristics and business performance 
with ‘some’ biographic profile acting as mediating variables. 
A comparative study on the performance of African 
immigrant businesses and those of host populations is 
another rich area. In addition, the study may consider a 
more robust research methodology that can lead to the 
production of precise and consistent findings.

Conclusion
Currently, typical of many local municipalities’ economies 
including O.R. Tambo are immigrant SMEs, symbolising 
the dynamic changes in their socio-economic landscapes. 
Irrespective of their operational environments, there is 
commercial hopefulness among the majority of African 
immigrant entrepreneurs. Conversely, negative sentiments 
were expressed by over 97.3% of the participants who reckoned 
that afrophobia is increasingly becoming a major setback to 
their existence and livelihood. This investigation into a sample 
of migrants in Mthatha area not only provided comparable 
results as other wide-ranging regional and overseas findings 
but also showed the gravity of the challenges above all 
afrophobic. These are complex issues requiring more systemic 
solutions than merely overlooking the whole problem. 
Therefore, our proposals for management practice are threefold:

•	 Refocus on adequate ‘liberal’ and effective public policy 
interventions that would advance progression as well as 
encourage inclusive attitude and integration, of which could 
help bring long-lasting understanding and co-existence 
between native population and immigrant business owners.
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•	 Policy makers need to recognise the existing and 
unforeseen contribution from immigrant SMEs because 
they could act as a catalyst for future employment 
creation and trigger local economic development and 
planning for O.R. Tambo District Municipality.

•	 It is critical and urgent that all stakeholders in particular 
the relevant arms of government concerned both at 
national and municipal levels must censure afrophobic 
speeches and actions, deplore attacks and confront 
collective violence against migrant-owned businesses 
because they are unlawful and racist and a threat to 
national security, critical to the growth of an economy. In 
addition, there is need to appropriately use the existing 
legal structures to act against those found guilty to have 
participated implicitly or explicitly in the persecution of 
migrants. This will act as a deterrent to any nature of 
afrophobic violence directed towards migrants and their 
ventures.
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