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Understanding How Immigrant Entrepreneurs
View Business Opportunity Formation Through Ethnicity

Kingsley Njoku and Thomas M. Cooney

Introduction

In recent years, numerous research studies internationally have recognized the contribution of
immigrant entrepreneurship to national economic growth. One constant element in many of these
research findings has been a higher-than-average rate of immigrant self-employment, even while the
direction and demographic composition of migrations might have changed fundamentally within a
country (Ram, et al., 2017). Blanding (2016) suggested that one-quarter of entrepreneurs in the United
States are immigrants, while Burn-Callendar (2016) highlighted that immigrants in the United Kingdom
(UK) are three times more likely to be entrepreneurial than natives, with 15.4 percent of immigrant
adults launching companies compared to just 5.3 percent of lifelong UK residents. Indeed, an OECD
(2011) study of all OECD countries found that the percentage of immigrant entrepreneurs starting a
business is higher than for natives (12.6 percent versus 12.0 percent), although the survival rate of
immigrant-owned businesses is lower than the figure for new businesses started by native-born
entrepreneurs. The study also found that an immigrant entrepreneur who owns a small or medium firm
creates between 1.4 and 2.1 additional jobs, slightly less than their native-born counterparts (1.8 - 2.8).
If immigrants are starting businesses at a faster rate than native entrepreneurs, then it would be
beneficial to examine how immigrant entrepreneurs view business opportunity formation through
ethnicity as the understanding of this relationship is currently underdeveloped.

For many years now, the term ‘immigrant entrepreneurship’ has been employed to indicate a
specific category of entrepreneurship relating to persons who are immigrants and have started a business
in their host country (Peterson, 1980). Early research on the topic recognised that immigrant
entrepreneurs shared migration experiences or common national backgrounds, plus they identified with
each other through a pattern of interactions strictly known to them (Waldinger et al., 1990). More
recently, immigrant entrepreneurship has been explored from a wide variety of perspectives, with
studies highlighting that immigrant entrepreneurs share distinctive experiences and challenges that the
majority population do not endure (Rahman et al, 2018). Furthermore, it has also been determined that
immigrants have a limited knowledge of the host country market, they suffer racial discrimination
which impacts upon their business and they have difficulty in establishing trust with the local population
(Cooney and Flynn, 2008). What is less understood is how these challenges influence entrepreneurial
opportunity formation amongst immigrant entrepreneurs.

Some research studies have sought to explain how mixed embeddedness has contributed to the

growth of immigrant businesses and their sustainability in their host countries (Rahman et al, 2018).



Indeed, several such studies have stressed that the concept of mixed embeddedness describes the
important nature of interactions that take place between the social, economic and institutional contexts.
These contexts offer some distinguishing differences between an immigrant’s entrepreneurial business
opportunity creation process model and the approach taken by native entrepreneurs (Kloosterman et al.,
1999). Given that business opportunities consist of an entrepreneur’s actions, evaluations and reactions
to the market and its context, they are habitually treated as a nonlinear and recursive process (Dimov,
2007; Alvarez and Barney, 2007). Therefore, a framework for understanding mixed embeddedness has
been described as a theoretical lens that can be utilised for studying the phenomenon of an immigrant
entrepreneurship business opportunity formation process model. Within this approach, research has
indicated that the immigrant business opportunity creation process will begin with an entrepreneurial
idea (Dimov, 2007; Davidsson, 2003) which is considered the primary starting point for any
entrepreneurship process or new venture development (Evansluong, 2016). Therefore, the present
complexity of the actions and interactions between immigrant entrepreneurs and the context
(Johannisson, 2011; Steyaert, 2007) requires additional research to understand insights into immigrant
mixed embeddedness perspectives and the nature of all functions, activities and actions related to their
opportunity perceptions, and the formation of organizations to pursue these opportunities (Bygrave,
2004).

Moroz and Hindle (2012) proposed that two important characteristics of an immigrant
entrepreneurship formation process model are duration and multiplicity. Bergson (1983) suggested that
the length and continuity of actions and reactions that occur both in the past and present represent
‘duration’, while ‘multiplicity’ is used to describe the interactions between individuals and different
actors within a given context. More recently, Lasselle and McElwee (2016) developed an illustrative
representation of the concept of opportunity structures for ethnic minority entrepreneurs that
incorporated the different demand and supply side dimensions influencing entrepreneurial activity,
while Zhou and Liu (2017) contended that immigrant entrepreneurship has served as a key pattern of
adaptation among new Chinese migrants and that this long-standing pattern is shaped by different
migration histories, structural circumstances in both sending and receiving societies, and locations in
the transnational social fields. However, Alexandre-Leclair (2014) concluded that further research
needs to be undertaken on the links between age, gender, and culture to complete the current studies on
diversity and entrepreneurship, a topic that remains underdeveloped.

To gain a greater understanding of business opportunity formation for immigrant entrepreneurs,
this chapter will explore the role of ethnicity through the lens of mixed embeddedness theory. Based on
a literature review, a framework will be presented based on multiple interactive components.
Furthermore, the chapter will contribute to existing knowledge in three ways:

1. It further expands on prior conceptual studies regarding the contributions and roles played by

immigrant entrepreneurs;



2. Using a visual relational diagram, it explains how ethnicity relates to business opportunity
formation through constant interactions;

3. It introduces the Visual Mixed Embeddedness Framework (VMEF) as an empirical lens for
understanding the differences in the business opportunity formation process models between
immigrant and native entrepreneurs.

While the chapter will explore immigrant entrepreneurship from a mixed embeddedness perspective to
determine how differently it influences immigrant entrepreneurial activities to comparable native
entrepreneurs, the primary goal is to develop a framework that will visually and accurately represent
how the immigrant entrepreneurship process model differs from the native model relative to business

opportunity formation.

Three Different Dimensional Approaches to Ethnicity and Entrepreneurship

Academic literature relating to immigrant entrepreneurship and ethnicity has widely
acknowledged that the notion of ‘ethnicity’ not only provides immigrant entrepreneurs with valuable
resources, but also with ‘ideological support” for mercantile association in restraint of trade (Light and
Rosenstein, 1995). Prashantham et al. (2015) and Valdez (2016) revealed that by bringing entrepreneurs
together around an ideology of solidarity, family and ethnicity offers immigrant entrepreneurs a
countervailing force used in defiance of market competition. Also, it has been argued that the nature by
which opportunities are structured affect how immigrant groups access these opportunities. For
instance, where market conditions favour only businesses serving the needs of an ethnic community, it
reduces the availability of entrepreneurial opportunities (Cooney and Flynn, 2008). Aldrich and
Waldinger (1990) examined ethnicity and entrepreneurship using a framework based on three
dimensions: (1) an ethnic group’s access to opportunity; (2) the characteristics of a group; and (3)
emergent strategies. These dimensions are a useful structure through which one can explore the
relationship between ethnicity and entrepreneurship.

To examine the first dimension for understanding ethnicity and entrepreneurship, it is important
to question how available opportunities might be for immigrant ethnic minorities. Aldrich and
Waldinger (1990) found that regardless of market conditions and the fact that business resources are
controlled by non-ethnic group members, it is imperative that immigrant minorities have access to
business opportunities to be efficient in the marketplace. Yeasmin (2016) ascertained that the presence
of political factors can either impede or support the workings of different business markets, unwittingly
making it more difficult or easier for potential immigrant entrepreneurs to have access to ownership
positions. As an example, after the decline of mining in the late 1860s, Chinese immigrants encountered
severe competition from ‘White People’ which denied them access to better-paying sectors (e.g.
manufacturing, construction, etc), leaving them with the laundry businesses as the only option (Ong,

1981). In addition, Lieberson (1980) added that the impact of the competition was more severe on



‘Black People’” (Africans) than it was on the Chinese. These examples highlight how the nature of
hurdles faced by immigrant business minority groups, before they can access business opportunities in
host countries, are frequently influenced by ethnicity.

On the second dimension to understanding ethnicity and entrepreneurship, studies by
researchers such as Kusow et al. (2018) have argued that the socioeconomic achievements of immigrant
groups are partly due to sociocultural orientation motives, ambitions acquired from group membership,
and a function of an individual’s human capital. Within this dimension, Aldrich and Waldinger (1990)
noted that ‘group characteristics’ have two elements: predisposing factors and resource mobilization.
While predisposing factors focused on skills and goals brought by individuals and groups, resource
mobilization showed that every business requires capital and labour to run and function, and that
immigrant entrepreneurs are no exception to these necessities. Furthermore, Light’s (1984) model
identified that cultural endowments, reactive solidarity and sojourning orientation are classified as
ethnic resources because potential owners can use them during opportunity formation activities.
Therefore, institutional completeness and internal solidarity give immigrant groups advantage to
mobilize resources, with conditions historically contingent and heavily independent upon individual
initiative, and subject to manipulation by dominant groups (Aldrich and Waldinger, 1990).

In the final dimension to understanding ethnicity and entrepreneurship, studies by Boissevain
et al. (1990) and Ado et al. (2016) indicated that immigrant entrepreneurs create ethnic strategies by
adapting to the resources available to them, interacting with opportunity structures, and by building on
group characteristics. Immigrant entrepreneurial strategies are therefore observed in both their
operational business opportunity structure and in the characteristics of group owners. As Waldinger et
al. (1990a) conceptualized, the interaction between immigrant entrepreneurs and their business
development model indicated that the business development and entrepreneurial success of an ethnic
group cannot be traced back to a single characteristic. Instead, a group’s success is dependent on a
complex interaction that takes place between opportunity structure (i.e. market conditions, niche
markets, open markets, access to ownership, job market condition and legal framework) and a group’s
resources (i.e. cultural traditions and ethnic social networks). Immigrant ventures are successful subject
to the different roles played by the coming together of these components to create an environment which
enables the implementation of opportunity formation process by members of this group. Hence, the
presence of cultural diversities and traditions create significant market opportunities (e.g. the need to
provide large goods and services) which immigrants handle strategically based on their requirements.
As Volery (2007) highlighted, immigrant entrepreneurial success strategies to create viable
opportunities in the host economies cannot be traced back to a single characteristic given its cyclical
nature and level of interdependency.

A conceptualized model by Waldinger, Aldrich and Ward (1990) provides detailed
explanations illustrating how the implementation of immigrant entrepreneurial success strategies is

dependent on the interaction between opportunity structure and resources. Also, it has been argued that



the entrepreneurship dimension exists independently of a potential entrepreneur’s ethnic, cultural or
religious background and that it influences the pursuit of entrepreneurial opportunities (Dana, 2007).
Thus, an immigrant entrepreneurship model is influenced by additional factors beyond those faced by
native entrepreneurs. Figure 1 below captures some of the factors that influence immigrant
entrepreneurship through the recognition of two essential aspects, that the individual is from a different

ethnic group, and that the individual in question is an entrepreneur (Volery, 2007).

FIGURE 1 ABOUT HERE

When examining immigrant businesses, the importance of entrepreneurial dimensions such as
innovation and risk taking were also identified. Although, it has been argued that immigrant businesses
are known for replicating and reproducing old forms rather than breaking new ground in product /
service offerings (e.g. high percentage of immigrant businesses found in retail and service sectors),
Dana (2007) maintained that every immigrant business (regardless of their innovative capacity) takes
high risks and that their entrepreneurial activities are clearly affected by factors present in the ethnic
dimension. However, in addition to the impact of ethnicity, Dana also acknowledged that the way
immigrants generally recognize and pursue opportunity is influenced by a variety of factors and traits.

Building A Unified Grand Relational Theory

By asking the question ‘how does ethnicity and entrepreneurship relate’, scholars have
identified that ethnicity (combined with a national or cultural tradition) plays a significant part in the
acceleration of entrepreneurship amongst immigrant communities (Karra, 2017). For example, Peroni
(2016) highlighted that first and second-generation immigrants are more likely to create new ventures
than others. Also, academic research has shown that immigrant business ventures in the host countries
have grown from small businesses that cater for the needs of the same ethnic and immigrant minorities
to international enterprises founded on ethnic ties (Karra, 2017). However, due to the interwoven nature
of the role played by an assortment of factors (i.e. differences in culture, religion, language or socio-
economic positions) towards enhancing immigrant entrepreneurial activity, the concept of ethnicity is
widely viewed as a multifaceted phenomenon (Van-Sheers, 2010). From a mixed embeddedness
perspective, a unified grand relational theoretical framework is required to show how immigrant
entrepreneurs relate with entrepreneurship opportunity formation through ethnic influences.

While it has been argued that some immigrant business owners predominantly serve the needs
of the socio-cultural or ethnic class to which they belong (Waldinger et al., 2006; Cooney and Flynn,
2008), recent studies have indicated a shift in this strategy (Bates and Robb, 2014) as immigrant
entrepreneurs have gradually expanded their market area towards a much larger coverage of the urban
demand (Van-Sheers, 2010). However, despite these studies, the question remains regarding what

phenomenon best explains how ethnicity influences immigrant entrepreneurial activities relative to



business opportunity formation? Arguably, the theoretical explanation for such a relationship can be
analysed based upon the pattern of interactions that exists between immigrant groups, ethnic family
resources and their entrepreneurial activities in the host environments. In considering the definition of
‘ethnic resources’ as socio-cultural features of the whole group, which co-ethnic entrepreneurs actively
utilize in business or from which their business benefits, Light and Rosenstein (1995) and Yoo (2014)
determined that the relationship between ethnicity and immigrant entrepreneurship could also be argued
to have been impacted by ethnic resources which clearly are facilitators to the development of the
immigrant entrepreneurial concept. Consequently, such a relationship has numerous faces and can be
characterized by a set of connections. Thus, ethnicity and entrepreneurship share a common network

within which immigrant entrepreneurs continue to grow and develop their entrepreneurial operations.

FIGURE 2 ABOUT HERE

Figure 2 suggests that ethnicity and social capital constitute a connection (meso-level) that
creates porosity on immigrant ethnic boundaries to facilitate cross-group interactions between
immigrant members (Pecoud, 2010). It also explains that immigrant entrepreneurs possess certain
qualities (i.e. intrinsic capabilities-risk propensity, high education, unique knowledge or identity) which
increases their likelihood to venture into self-employment beyond the natives of the host country (Karra,
2017). Furthermore, the figure shows that all immigrants have ethnic origins connected by either blood-
ties, ancestry, peoplehood, etc (Brett, 2002). This is further supported by the work of Evansluong (2016)
who acknowledged that an immigrants’ business venture/opportunity creation process is influenced by
factors from both their home and the host countries. Hence, immigrant entrepreneurship and their
business activities cannot be separated. Subject to this fact, the concept of mixed embeddedness portrays
key important explanations regarding how the social, economic and institutional contexts interact with
each other during the opportunity formation process amongst immigrant entrepreneurs (Kloosterman et
al., 1999). A relationship describing such embeddedness with social networking activities is described
as ‘integration’ into new cultures (Kloosterman and Rath, 2001). However, Jones et al (2014) found
that while new migrants are indeed ‘diverse’ in many respects, the onerous nature of structural
constraints limited the scope of new migrant enterprise and racism continued to cast a negative influence

on the business activities of new migrants.

The Mixed Embeddedness Theoretical Logic to Immigrant Entrepreneurship

Although limited attention has been paid regarding how ethnic families influence the immigrant
entrepreneurial process (Bird and Wennberg, 2016), the family remains a conduit of core cultural values
for immigrant entrepreneurial start-ups (Landau, 2007). As a result, an immigrant’s ethnic family

business structures and relationships are more integral to their entrepreneurial management process than



businesses founded by native entrepreneurs (Danes and Lee, 2008). For instance, Adler and Kwon’s
(2002) definition of social capital as goodwill that is engendered by the fabric of social relations and
that can be mobilized to facilitate action, clearly differentiated the term from human capital. Thus, while
social capital is embodied in relationships among people and formal social institutions, human capital
is embodied in the individual. Further arguments emphasised that institutions such as places of worship
and voluntary associations are major resources to immigrant entrepreneurship because they are forms
of social capital to entrepreneurial business management (Tsang, 2016). Hence, as a sign of co-ethnic
loyalty and ethnic institutions, they support and are supported by immigrant businesses (Aldrich and
Waldinger, 1990). In Carter and Jones-Evans (2012), the concept of mixed embeddedness theory was
explored from an immigrant entrepreneurial perspective. The findings revealed that in the creation of
immigrant businesses, mixed embeddedness theory is a more realistic way to approach structure versus
culture because firms are simultaneously grounded in social ties, the legal environment of markets and
states, and in its own social capital-resources supplied by family and community. The fact that firms
must act within parameters laid down by this powerful context means that an immigrant entrepreneur

is indebted to social relationships.

While investigating the possible connection between immigrant entrepreneurship and the
relationship between mixed embeddedness theory and business opportunity formation, research has
highlighted that proponents of the mixed embeddedness construct believe that an interaction takes place
between groups and the context (McKeever, 2015). This pattern of communication can easily be traced
back to an immigrant entrepreneur’s ethnic origins and family, and their host environment, resources
and networks. Thus, immigrant entrepreneurs are influenced because they availed themselves of the
supports (e.g. advice, social capital, etc) provided by these sources when setting-up business
opportunities in the host countries. As Landau (2007) acknowledged, the family remains a conduit of
culture and core cultural values for entrepreneurial start-ups and such influence has benefited the growth
and sustenance of immigrant businesses in the host countries over the years. Given this circumstance,
the Visual Mixed Embeddedness Framework (VMEF) is presented as a practical tool that best explains

the central phenomenon involved during immigrant entrepreneurial opportunity formation processes.

FIGURE 3 ABOUT HERE

As a theoretical lens best used for studying and understanding immigrant entrepreneurship
opportunity formation process model, the VMEF in Figure 3 further expands the theoretical logic of
mixed embeddedness. Through an integration process, ideologies and perceptions are theoretically
combined and visually used to explain how factors from an immigrant’s home country (e.g. ethnic group

characteristics, families, advice, support, etc) and traits from their host country (e.g. peers, societies,



associations, networking, etc) combine and alter immigrants’ entrepreneurial mind-sets concerning
business opportunity formation as reflected in their activities and strategies. The VMEF thus
encapsulates the immigrant entrepreneurship business opportunity formation process by visually
explaining how the process is influenced by factors and traits from both countries. It is axiomatic that
the VMEF construct simply compliments the mixed embeddedness theory as it visually represents the
nature of interactions and other entrepreneurial activities that take place between immigrant
entrepreneurs and the other actors within the context (i.e. social, economic, new environment, the
institutional context, etc). This figure significantly differentiates between immigrant entrepreneurial
business opportunity formation process models from the mainstream or native entrepreneurial approach.
As a result, the VMEF could be interpreted as a practical lens that can best be used in studying the
phenomenon of immigrant entrepreneurship opportunity formation process model. As such, it is equally
axiomatic that families and ethnicity play a vital role in the understanding of immigrant
entrepreneurship internationally and offer critical knowledge that helps in the constant development of
diverse societies (De Vries, 2007). However, the presence of complexity in the action and interactions
between immigrant entrepreneurs, ethnic families and the context (Johannisson, 2011; Steyaert, 2007)
presented the need for additional in-depth inquiry to understand the role played by the applied orthodoxy
of the VMEF during immigrant organizational formation to pursue opportunities in the host countries.

The VMEF confirms that ethnic resources are facilitators of entrepreneurial concepts and
activity development amongst different immigrant groups. This acknowledgement is fundamental as it
explains the nature of impact resulting from the amalgam of factors from immigrants’ home countries
(Turkina and Thai, 2013) and traits from the host countries (Evansluong, 2016) to immigrants’ abilities
to make decisions. In Kloosterman and Rath’s (2001) own words, this phenomenon is described as
‘integration’ into new cultures. Invariably, the examined literature on immigrant entrepreneurship from
the mixed embeddedness theory to opportunity formation perspectives confirmed the existence of a
relationship between the actors in the context, resources and their environments. Consequently, cultural
separation conditions, acculturation stress, and the ‘outsidership’ of actors from social and business
networks affects immigrant entrepreneurship business opportunity formation processes differently
(Guercini et al., 2017). Hence, they have important local and global implications on business
opportunity formation (e.g. the economy, and society). To this effect, Evansluong (2016) acknowledged
that both entrepreneurial and business activities indicated that immigrants’ opportunity creation process

is influenced by factors from both home and host countries.

Conclusion

Based on the literature reviewed, this chapter sought to demonstrate how scholars have

ascertained that an immigrant’s ethnic background can play an important role in the development of



immigrant entrepreneurship in their host country. From the perspective of the mixed embeddedness
theory to business opportunity formation, the question of what phenomenon best explains the nature of
the relationships that exist between ethnicity and entrepreneurship has been addressed by alluding to an
immigrant’s ethnic ties, family and financial supports as factors connecting them. By examining
ethnicity and entrepreneurship using a three-dimensional framework, an important relationship has been
shown to exist between ethnicity and immigrant entrepreneurs based on the important characteristics
and common features that they share. Therefore, ethnicity provides immigrant entrepreneurs with
valuable resource and ideological support for mercantile association when faced with restraint of trade
caused by environmental factors. Similarly, the interactions between immigrant entrepreneurs,
resources and their environments is axiomatic relative to an immigrant business and an opportunity
development model, and that entrepreneurial success cannot be traced back to a single characteristic
but to the complex interactions between opportunity structure, immigrant ethnic families and group
resources. Hence, ethnicity can bring immigrant entrepreneurs together around an ideology of solidarity

and offer a countervailing force that protects them against market competition.

Based on scholarly recognition that immigrant entrepreneurship is successful because of the
mobilization of family forces, the important role played by ethnicity in the development of immigrant
entrepreneurship is widely acknowledged. Thus, in considering the interwoven nature of the role played
by different factors, the nature of the relationship between ethnicity and entrepreneurship is recognised
as being multifaceted. Therefore, these factors equally define the connection between ethnicity and
immigrant entrepreneurs because they comprise basic characteristics and features found in the mixed
embeddedness theoretical logic through mutual compliments. While entrepreneurship benefits from
social networks created by ethnic groups, immigrant entrepreneurs serve as negotiators for large firms
to attract cheap labor which ultimately reduces their production costs. Therefore, in the development of
immigrant entrepreneurial ventures, ethnic ties play a crucial role through sharing common cultural
norms that facilitate both concepts to function and operate in unison. In retrospect, ethnic families

remain a conduit of culture and core cultural values for entrepreneurial start-ups.

The chapter has developed and introduced the Visual Mixed Embeddedness Framework
(VMEF) to illustrate how immigrant entrepreneurs view business opportunity formation differently in
comparison to native entrepreneurs. By explaining how factors and traits from both countries impact
upon the immigrant entrepreneurial business activity process, the framework clearly identified how the
concept of ethnicity influences immigrant entrepreneurial opportunity formation activities in different
ways. In addition, the framework demonstrates how immigrant businesses are shaped by their ethnic
origins, regional group’s characteristics, etc. Thus, ethnicity influences immigrant businesses through
ethnic ties and connections with member groups. As a result, immigrant entrepreneurs single-handedly
influence the nature, form and pattern of entrepreneurial opportunity formation process by leaving

traditional paid jobs to create business opportunities of their own. Thus, they reduce job creation



demands on host governments by contributing to business opportunity formation and the development
of their host economies. By explaining how factors and traits from both home and host countries impact
upon the immigrant entrepreneurial business activity process, the framework clearly identifies how the
concept of ethnicity influences immigrant entrepreneurial opportunity formation activities in different
ways. The framework contributes to existing knowledge by offering a novel method for examining the
influence on business opportunity formation of ethnicity, the role of home and host countries, and

variations between immigrant and native entrepreneurs.
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Figure 1: Enhanced Interactive Model on Factors Influencing Immigrant Entrepreneurship
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Figure 2: A Unified Grand Relational Theory
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Figure 3: The VMEF and Immigrant Entrepreneurship Opportunity Formation Process

Demonstrating How Ethnicity Influences Entrepreneurship Opportunity Formation
Process Using The Visual Mixed Embeddedness Framework (VMEF)
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