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Abstract

The purpose of this paper is to present a conceptual framework of the role of social capital as an
ultimate resource for immigrant entrepreneurs in recognising entrepreneurial opportunities.
Research consistently reveals that immigrants have higher tendency to engage in entrepreneurial
activities in countries where they reside. Based on a review of existing literature, resources such
as human, social, and financial capital facilitate immigrants to pursue entrepreneurial activities.
In recognising business opportunities, social contexts have immensely influenced the
entrepreneurial process. However, the role of social capital as an ultimate resource for immigrant
entrepreneurship have yet to be comprehensively understood. Social capital is significantly
related to the information flows, the trust and norms between individuals. Additionally, the
geographical proximity between immigrants and their co-ethnic groups and local communities
which enable more rigorous social exchanges plays prevalence role for immigrants to pursue
entrepreneurial activities. Therefore, we could argue that the social capital and immigrant
entrepreneurs’ geographical proximity are crucial constructs for immigrant entrepreneurs to
recognise opportunities for their business ventures in a host country. The review of past literature
enables us to develop a conceptual framework on how social capital and geographical proximity
may assist the opportunity recognition of immigrant entrepreneurs. The proposed conceptual
framework offers three general propositions than can be empirically validated in future research.
This paper contributes to enhance the understanding of immigrant entrepreneurship from the lens
of opportunity recognition, social capital and geographical proximity.

Keywords: conceptual framework, host country, immigrant entrepreneurship, opportunity
recognition, geographical proximity, social capital
Introduction

The influence of immigrants in the area of entrepreneurship has noticable impacted the society
due to globalization (Nazareno, Zhou, & You, 2018). Many researchers (Aldrich & Waldinger,
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1990; Aliaga-Isla & Rialp, 2013; Fairlie & Lofstrom, 2015; Griffin- el & Olabisi, 2018) in
various fields such as sociology, economics, and management have linked their studies on
immigrants with entrepreneurship. Immigrant entrepreneurship is also a heavily discussed topic
in media as well as in public debate (The Economist, 2012; The Wall Street Journal, 2016a,
2016b).

Global immigrants not only fill critical labour shortages but also play a part in creating
jobs as entrepreneurs (United Nations, 2015). Through investments and venture creation,
immigrants can become a major source of job creation in the host country. They also contribute
greatly towards the country’s GDP apart from creating jobs for local workers and introducing a
variety of product and services (Bates, 1999: Rahmandoust, Ahmadian, & Shah, 2011). Hence,
economic activities performed by immigrants through their venture creation is a huge potential
source of entrepreneurial and economic stimulus for the host country. Favourable policies such
as special visas for immigrant entrepreneurs to open up business in their countries as practiced
by Australia (Wang & Warn, 2018) and Canada (Rahman, 2018) facilitate immigrants to
contribute to the economic growth in host countries as well as home countries (United Nations,
2017).

Immigrant entrepreneurs recognise business opportunities before they establish their
business ventures. Shane and Venkataraman (2000) suggested that the early stage
entrepreneurship model starts with how opportunities are perceived, acted upon that leads to new
venture creation. A model by Cooper (1993) describes the factors affecting the recognition of
opportunities for new ventures which include human capital, social capital, the environment, the
characteristics and process of the emergent venture, and the characteristics of entrepreneur. In
the latest review of immigrant entrepreneurship model, Dheer (2018) proposed three forms of
capital prominently discussed in the immigrant literature which are human capital, social capital,
and financial capital.

Business opportunities are recognised differently between native and immigrant
entrepreneurs. Inevitably, it is argued that financial capital does not influence immigrant to
recognise business opportunities (Vinogradov & Jgrgensen, 2017) rather, cross-cultural
experience does impact the recognition of business opportunities (Vandor & Franke, 2016).
Another argument emphasizes that human and social capital influence the establishment of
business ventures (De Clercq, Lim, & Oh, 2013; Sahasranamam & Nandakumar, 2018).
Although immigrants lack of financial capital, social capital may trigger immigrants to start the
business (Portes & Sensenbrenner, 1993; Ram, Theodorakopoulos, & Jones, 2008). The
relationship between the actors and their networks could help them to access to the necessary
resources (Dana, Gurau, Light, & Muhammad, 2020; Nahapiet & Ghoshal, 1998). In order to
establish new ventures and to sustain businesses in a host country, immigrant entrepreneurs
require access to resources and information such as the strategic supplies of resources, the
availability of local workers, and the capabilities to fulfil the customers need, which can be
attained through social capital (e.g., Tata & Prasad, 2015; Dheer & Lenartowicz, 2018; Shinnar
& Nayir, 2019).

According to Tata and Prasad (2015), three sources of social capital may affect the
immigrants’ business establishment grouped as (1) friends, acquaintances and family members;
(2) ethnic group membership and community; and (3) the host society. Previous findings claim
that co-ethnic social capital can be beneficial for entrepreneurs as well as an aid for new
immigrants to networking (Guercini, Milanesi, & Ottati, 2017; Robertson & Grant, 2016; Wang
& Warn, 2018). This is more significant to immigrants who lack access to family members and
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human capital (Nee & Sanders, 2001; Tienda & Raijman, 2004). Apparently, the ties with the co-
ethnic groups is considered as a strong factor where they can offer advice and information about
available opportunities in the host country (Bates, 1997). Thus, we argue that social capital as a
critical resource for immigrant entrepreneurs in recognising entrepreneurial opportunities leading
to the better chances to establish business ventures in a host country.

Just as important, geographical proximity with co-ethnic business ventures enable to
advance social interaction thus strengthen immigrant entrepreneurs’ social capital (Aldrich &
Zimmer, 1986; Kalnins & Chung, 2001). In general, ethnic minority typically clusters in one area
thus encourage the establishment of business venture (Vries, Hamilton, & Voges, 2015).
Subsequently, neighbourhoods with high incorporation of immigrant populations tend to have
similar needs and ethnics demands are manifest as a prosperous territory for immigrant business
(Kloosterman & Van Der Leun, 1999). Kalnins and Chung (2006), argue that the existing co-
ethnic immigrants in a host country with accessible resources are willing to share required
resources needed by new entrants without any compensation. As a result, immigrant
entrepreneurs are able to access to relevant information on potential suppliers and customers
(Villena, Revilla, & Choi, 2011) which in turn, helps them to save cost and upsurge the survival
rate of business ventures (Kalnins & Chung, 2001). Thus, it increases the possibility of
immigrant to pursue entrepreneurial activities in a host country (Bird & Wennberg,
2016). Hence, this paper further argues the geographical proximity plays an important role for
immigrant entrepreneurs related to information exchange and access to the resources eventually
enhancing the amount and quality of social capital.

All in all, social capital built within a geographical proximity increases the ability of
immigrant entrepreneurs to recognise business opportunities in host country. Therefore,
conceptualising opportunity recognition through social capital and geographical proximity in the
context of immigrant entrepreneurs can open new theoretical and practical perspectives for better
understanding and supporting on immigrant entrepreneurship. The purpose of this paper is to
propose a conceptual framework that integrates three perspectives namely opportunity
recognition, social capital and geographical proximity in the establishment of immigrant-founded
business ventures in the host country. The next section will discuss the literature review,
followed by the discussion and proposed conceptual framework and the implication and
conclusion of the paper.

Literature review
Immigrant Entrepreneurship

Migration is the movement of people from one place to another place. Sasse and Thielemann
(2005) defines immigrants as “... persons who have been outside their country of birth or
citizenship for a period of 12 months or longer” (p. 656). However, the definition of
acknowledged immigrant differs by nations which depends on their respective citizenship
policies (Anderson & Blinder, 2015). The immigrants left their countries for certain distinct
reasons such as economic reasons, forced (refugees and asylum-seekers), and family factors
(Sasse & Thielemann, 2005). Due to economic conditions, many immigrants end up become
entrepreneurs in the host country (Barrett, Reardon, & Webb, 2001; Feldman, Koberg, & Dean,
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1991), embarking into immigrant entrepreneurship phenomenon where immigrants create and
develop an enterprise and to be self-employed (Barrett & Vershinina, 2017).

Empirical evidences have shown that immigrants have higher tendency to conduct
businesses (Aliaga-Isla & Rialp, 2013; Chavan & Taksa, 2017; Crockett, 2013; Fairlie &
Lofstrom, 2015). Immigrant-founded business venture is defined as business ventures that are
established by one or more immigrants as key founders (Wadhwa, Saxenian, Rissing, & Gereffi,
2007). Immigrant entrepreneurs mainly involved in business sectors such as retail and restaurant
trades (Engelen, 2002). Their business ventures have enhanced the economy as well as created
job opportunities in the host countries (Mas-Verdu, Ribeiro-Soriano, & Roig-Tierno, 2015).

According to Dheer (2018), in the twentieth and twenty-first century, there are two types
of immigrant entrepreneurs which are ‘necessity entreprencurs’ and ‘opportunity entreprencurs’.
Most immigrant-founded business are necessity entrepreneurs who are usually entrepreneurs
with less skills and are in the market for survival (Borjas, 1986) while opportunity entrepreneurs
rather see self-employment as a desired alternative as they recognise the availability of
opportunities (Ndofor & Priem, 2011). The necessity entrepreneurs emerged as a response for
making a living (Barrett et al., 2001) and seeking for ways to enhance their life (Boyd, 1989).

Eventually, both types of entrepreneurs are different and motivated by their push and pull
factor to be self-employed (Bates, 1997; Fairlie & Meyer, 1996; Yanai, Che Senik, Muhamad,
Abd Hamid, & Jamaludin, 2020). Push factors explain immigrants end up in self-employment as
a last resort due to failure to place themselves in the local job market (Feldman, Koberg, & Dean,
1991). In contrast, pull factors explain immigrants who are in self-employment by choice and by
looking at attractive opportunities (Fairlie & Meyer, 1996). Previous researchers discuss that
self-employment is viewed as an attractive pathway for immigrants' economic mobility (Sanders
& Nee, 1996). Due to discrimination in the labour market and intensified with high
unemployment rate among the natives, immigrants tended to set up their own business ventures
(Van Tubergen, 2005) when they recognised the opportunities.

Opportunity Recognition

Opportunity is a focal point to entrepreneurial activities. Shane (2003) defines an entrepreneurial
opportunity as “a situation in which a person can create a new means-ends framework for
recombining resources that the entrepreneur believes will yield a profit” (p. 18). Opportunity
recognition is defined as “being alert to potential business opportunities, actively searching, and
gathering information about new ideas” (Kuckertz, Kollmann, Krell, & Stéckmann, 2017 p.92).
There are two views on opportunity recognition, one is Schumpeterian view name as opportunity
enactment or creation (Alvarez & Barney, 2007; Schumpeter, 1934) and another one is Kirznier
view name as opportunity discovery or identification (Brockman, 2014; Kirzner, 1978, 1997;
Shane & Venkataraman, 2000). Further, Mainela, Puhakka, and Servais (2014) conclude
Schumpeterian view as an innovation opportunity and Kirznerian view as an arbitrage
opportunity.

To be a successful entrepreneur, individual must possess an ability to sensibly identify
and choose the right opportunities and then develop the opportunities (Alsos & Kaikkonen,
2004). The recognition of opportunities is a significant part of the domain of entrepreneurship
research (Shane & Venkataraman, 2000). Opportunity recognition is a fundamental issue in
institutional entrepreneurship where it requires creative groundwork, social networks, and
relevant prior experience and useful knowledge (Philips & Tracey, 2007). On the other hand,
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entrepreneurial experience could facilitate the information process and enable entrepreneurs to
be alert with available opportunities (Alsos & Kaikkonen, 2004). The different sources of
entrepreneurship lie in the variation of information related to the preferred opportunities (Shane,
2000). Thus, the opportunity recognition is different among entrepreneurs depending on their
previous related experiences (Alsos & Kaikkonen, 2004). In contrast, Ardichvili and Cardozo
(2000) proposed that opportunity recognition does not entail an astonishing level of creativity
and necessarily involve a prior knowledge to serve the respective market. It is rather a
combination of the entrepreneur’s awareness which involved wide-ranging social networks
together with the prior knowledge of market accordingly, aimed to solve customer problem.
Thus, opportunity recognition requires entrepreneurs’ peculiar cognitive process in which social
networks is a key antecedent in the pursuit of identifying the opportunity (De Koning & Muzyka,
1999) and later they make use of their previous experience and knowledge when embarking in
the recognition process (Philips & Tracey, 2007).

People view and perceive things differently, hence Shane and Venkataraman (2000)
stated that not all people realize the availability of the opportunity. Subsequently, the
development of new ventures can be assumed before they are founded by looking at the
individual differences (Shane, 2000). Individual differences including the amount of relevant
experience and idiosyncratic prior information (Ardichvili, Cardozo & Ray, 2003) would lead to
a certain level of sensitivity towards any available opportunity and influence entrepreneurs to
recognise certain opportunities (Alsos & Kaikkonen, 2004). For instance, technology might
change how the market reacts to the opportunities, therefore it is imperative for individual to
perceive and discover entrepreneurial opportunities so that some attractive entrepreneurial
opportunities will not be discarded (Shane, 2000).

Social Capital and Geographical Proximity

Social capital empowers entrepreneur to do their business by abridging the access of various
sources of information including potential suppliers and customers. Social capital has been
defined as “the goodwill available to individuals or groups that is derived from the structure and
content of an actor’s social relations” (Adler & Kwon, 2002, p.23). Earlier, Nahapiet and
Ghoshal (1998) illustrated that social capital is “the sum of actual and potential resources
embedded within, available through, and derived from the network of relationships possessed by
individuals or social units” (p.243). Due to this definition, Prashantham (2006) argues that social
capital is significantly related to the flow of information, the building of trust and norms between
individuals whether related to business or not. Thus, this study focuses on immigrant
entrepreneurs with social capital that affects the process of immigrant entrepreneurial activities
specifically at opportunity recognition process.

A model by Cooper (1993) describes the factors affecting the new venture performance to
include human capital, social capital, the environment, the characteristics and process of the
emergent venture, and the characteristics of entrepreneur. According to Dheer (2018), a
significant volume of research related to resource-based in immigrant entrepreneurship, such as
human, social, and financial capital has been discussed. Social structure is classified into three
dimensions namely: market relations (the exchange of product and services), hierarchical
relations (based on the authority obedience for living as well as for spiritual security) and social
relations (in which courtesies, favours and aids are expected) (Adler & Kwon, 2002). They argue
that social structures stimulate social relations which in turn generate social capital (Adler &
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Kwon, 2002). Social capital has two components which are (1) the social relationships that
people innately receive through close families and relatives and also foster in a social context;
and (2) the potential resources emerged from these relationships which can be maneuvered in
pursuing social and economic goals (Li, 2004).

Portes and Sensenbrenner (1993) have identified two types of social capital in immigrant
studies which are bounded solidarity and enforceable trust. Bounded solidarity is a reaction to
the particular situational event that affect their co-ethnic community hence stipulate the
sentiment of solidarity. It could occur in the absence of reward or any punishment. It is unlikely
that enforceable trust could happen out of punishment or in anticipation of rewards. The
individuals obliged to abide to some societal values in the social structure and expected to be
deemed with trust (Coleman, 1988) in order to be a part of the structure as it could benefit them
(Portes & Sensenbrenner, 1993). All in all, both types of social capital are dependent on the
community bonding and sense of belonging.

Social capital is also important to the group of membership surrounding the immigrant
entrepreneurs such as professional, religious, or social groups (Kalnins & Chung, 2006). In
addition, Tata and Prasad (2015) demonstrate three sources of social capital may affect the
immigrants’ business establishment categorised as (1) friends, acquaintances and family
members; (2) ethnic group membership and community; and (3) the host society. In order to
establish and maintain their businesses, immigrant entrepreneurs who possess limited resources
are benefited most from their ethnic groups social capital in their host countries (Kalnins &
Chung, 2006; Lincoln, Gerlach, & Ahmadjian, 1996). Social capital established with local
communities has been one of the causes that drives immigrant to be self-employed (Portes &
Sensenbrenner, 1993). The social capital built with local communities create the willingness to
assist and support the business ventures of immigrant entrepreneurs (Adler & Kwon, 2002). In
the same vein, Kalnins and Chung (2006) argued that immigrant entrepreneur can recognise
entrepreneurial activities from two mechanisms of social structure; first from the relationship of
family and relative and second from local and common ethnic backgrounds.

It has been argued that immigrant entrepreneurs rely on their own ethnicity in the
establishment of business ventures (Vries et al., 2015). Through social capital with others (co-
ethnic and local communities), the immigrant entrepreneurs will be exposed and visible to new
and scarce information, thus they are able to recognise business opportunities (Arenius & De
Clerg, 2005) and able to serve their co-ethnic groups with similar needs and demands
(Kloosterman & Van Der Leun, 1999). In addition, having similar culture and norms and being
in geographical proximity, the immigrants can strengthen their social capital with co-ethnic
communities which in turn inspire the establishment of immigrant-founded businesses (Perera,
Gomez, Weisinger, & Tobey, 2013). However, the immigrants who less reliance of co-ethnic
communities can get support from other immigrant communities to ensure their business venture
survival (Zubair & Brzozowski, 2018).

Among the advantages of immigrants clustering into the geographical proximity are
reducing cost in accessing social capital (Herander & Saavedra, 2005), enhancing survival rate,
and obtaining social and cultural benefits (Kalnins & Chung, 2001). The survival rate of
immigrant entrepreneurs can be obtained when they are among co-ethnic immigrant
entrepreneurs who owned high-resources business establishments (Kalnins & Chung, 2006).
Next, the conceptual framework on opportunity recognition in immigrant entrepreneurship
through social capital and geographical proximity will be discussed and proposed.
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Discussion and Conceptual Framework

To become an entrepreneur is to have the capability to grasp favourable and desirable resources
that can help to strategise the establishment of business venture. In pursuing entrepreneurial
activities, immigrants need to build relationships with relevant networks (Kalnins & Chung,
2001, 2006; Kloosterman, Van Der Leun, & Rath, 1998; Tata & Prasad, 2008, 2015) through
social capital which demonstrate the interaction between the actors in their network (Nahapiet &
Ghoshal, 1998). Given that, social capital is a useful aspect of social networks as well as an
important mechanism for immigrant entrepreneurs to conduct their entrepreneurial activities
(Dheer & Lenartowicz, 2018; Tata & Prasad, 2015; Vandor & Franke, 2016).

The structured social capital can be achieved through specific groups and communities by
studying their network which eventually exhibit opportunity recognition. Indisputably, the
environment and society surrounding one’s residential area serve as stimuli on how opportunities
being recognised (Arenius & De Clercq, 2005). Geographical proximity is vital as a platform to
provide rigorous social exchanges for new immigrant-founded business. The proximity of the
same industry or business venture with ethnically based groups as proposed by Kalnins and
Chung (2001) does contribute to cost saving and enhance the survival rate, as well as obtain
social and cultural benefits. Thus, the combination of resource concentration and geographical
proximity possessed by those with limited resources appears to nourish vast amount of social
capital and allows a business venture to enjoy the benefits of social capital from a group member
who can contribute (Kalnins & Chung, 2006).

Immigrant entrepreneurship is the phenomenon where immigrants create and develop an
enterprise to be self-employed (Barrett & Vershinina, 2017; Dheer, 2018) to survive in the host
country (Barrett et al., 2001). The conceptual framework (Figure 1) shows that in recognising
business opportunities, social capital with co-ethnic groups and local communities play very
important roles for immigrants to establish business ventures. In addition, immigrants also
recognise opportunities from friends and relatives that exist within the co-ethnic groups and local
communities. Eventually at this stage, the immigrants will interact, create networks, and build
relationship with them. Having social capital abilities enable the immigrants to obtain necessary
information (Aldrich & Zimmer, 1986; Kalnins & Chung, 2001; Nakhaie, Lin, & Guan, 2009)
for their immigrant-founded business. The wide-ranging conserved social networks through co-
ethnic groups and local communities can expose immigrants to more potential business
opportunities (Singh, Hills, Lumpkin, & Hybels, 1999).

As can be seen in Figure 1, the conceptual framework emphasizes on the importance of
geographical proximity with others in the host countries. It is proven that social capital with co-
ethnic and local communities within geographical proximity enable immigrants to establish
business ventures (Vries et al., 2015) in the host countries. Indeed, some existing co-ethnic
immigrants are willing to share required resources (tangible and intangible) needed by new
immigrant-founded business with nothing in return (Kalnins & Chung, 2006). With the social
capital abilities, the required resources can be gained through the exchange and combination of
knowledge, which can result in creating new knowledge (Nahapiet & Ghoshal, 1998). Evidently,
social networks are the most substantial and useful source of knowledge and information for
entrepreneurs (Johannisson, 1990) to pursue business ventures. Ultimately, the geographical
proximity helps immigrant entrepreneurs to reduce costs in accessing resources as in social
capital (Herander & Saavedra, 2005). Indeed, by locating proximately, the mobilisation of
resources can be obtained easily and the immigrant entrepreneurs can be exposed and recognised
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to more feasible opportunities to be exploited. Indisputably, the condition and milieu of

geographical proximity makes it possible for the establishment of immigrant-founded business.

IMMIGRANT
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Figure 1. Conceptual framework of opportunity recognition, social capital and geographical proximity of immigrant
entrepreneurship

Based on the above discussion, this paper offers three general propositions: (1) in
recognising opportunities, immigrant entrepreneurs need to develop social capital with co-ethnic
and also local communities by frequently interact with them so that they could access to needed
resources in the host country; (2) social capital combined with geographical proximity enable the
immigrant entrepreneurs to access to needed resources from the co-ethnic and local
communities; (3) social capital accessed within the geographical proximity enable the
establishment of immigrant-founded business in host countries.
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Implication and Conclusion

This paper proposes the conceptual framework on how opportunities being recognised by
immigrant entrepreneurs through the lens of social capital and geographical proximity has
achieved its purpose. The discussions provide the future researchers to validate the proposed
framework and it could benefit the native entrepreneurs as well as to the policy makers. The
earlier can gain valuable insight into the importance of social capital and geographical proximity
in recognising opportunities of the immigrant entrepreneurs thus they could adapt their best
approaches. As for the policy makers, the conceptual framework may assist them in envisage
pertinent and effective programs to support entrepreneurial activities in Malaysia.

The proposed conceptual framework attempts to shed light on the importance of the
geographical proximity among the immigrants with the individuals (co-ethnic groups and local
communities) who owned the resources (tangible and intangible) needed by the immigrant
entrepreneurs. The proximity enables them to interact regularly thus developed and strengthen
the social capital. Accordingly, trust could be developed (Coleman, 1988) and it appears that
geographical proximity affect the resources mobilisation such as expedite information gathering
(Ozgen & Baron, 2007), regularly able to scan the environment (Fiet, 2002) and communicating
about business opportunities (Dimov, 2007). Hence, the proposed conceptual framework
emphasizes the influence of the geographical proximity between the immigrants and their
surrounded communities could deliver more relevant information and knowledge through social
capital ultimately recognise the available opportunity.

The limitation of this paper is on the entrepreneurial opportunity process that
predominantly consists of three stages which are opportunity recognition, opportunity evaluation
and opportunity exploitation. However, this paper only considered the first stage of
entrepreneurial opportunity process which was opportunity recognition thus, the paper lacks of
inclusive perspectives of entrepreneurial opportunity process. Future research should validate
this proposed conceptual framework. In addition, future researchers must consider the three
stages of the entrepreneurial opportunity process so that in-depth understanding of the immigrant
entrepreneurship with social capital and the geographical proximity can be better comprehended.
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