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ABSTRACT The failure to recognise and exploit market opportunities negatively impact on the performance of
immigrant-owned enterprises. Opportunity identification can be enhanced by entrepreneurial alertness.  The study
investigated the impact of entrepreneurial alertness on the performance of immigrant-owned businesses in South
Africa. The study employed the quantitative research approach. Self-administered questionnaires were used for
data collection in a survey. Convenience and snowball methods were used for sampling.  Scanning and search,
association and connection and evaluation and judgement were used to measure entrepreneurial alertness. To
measure the performance of immigrant-owned enterprises, the study used increase in sales for the last three years.
Data analysis included descriptive statistics, confirmatory factor analysis and regression analysis. The Cronbach’s
alpha was used to measure reliability. The results indicated that all the three measures of entrepreneurial alertness
have positive and significant impact on the performance of immigrant-owned enterprises.

INTRODUCTION

South Africa has high levels poverty, income
inequality and unemployment. According to Sta-
tistics South Africa (2015) the unemployment
rate is 25 percent. The unemployment rate of
South Africa is one of the highest in the world
(Kwabena and Gyekye 2014). Small and medium
enterprises (SMEs) owned by natives and immi-
grants are one of the solutions to the highlight-
ed development challenges (Kongolo 2010). Im-
migrant-owned enterprises are mainly small and
contribute significantly to job creation in South
Africa. In addition, immigrant entrepreneurs,
transfer entrepreneurial skills to their South Af-
rican employees (Kalitanyi and Visser 2010).

The Organisation for Economic Cooperation
and Development (2013) points out that immi-
grants are more likely than natives to create new
businesses. Immigrants often find it difficult to
enter into formal employment in their host coun-
tries. Small business creation is one of means of
survival. However, the failure rate of immigrant-
owned businesses is higher than that of natives.
Immigrant entrepreneurs are negatively affect-
ed by factors such as credit constraints, lan-
guage ability and length of residence in the host
country.

Another cause of failure of businesses
owned by natives and immigrants is the inabili-
ty to identify and exploit market opportunities.
Opportunity identification represents one of the

most distinctive and fundamental entrepreneur-
ial behaviour. Opportunity identification is one
of critical success factors for small businesses.
Entrepreneurial alertness helps to drive the pro-
cess of opportunity identification (Chittithaworn
et al. 2011).  Alert entrepreneurs are likely to com-
petitive, engage in innovation and perform bet-
ter than non-alert entrepreneurs Alertness in-
volves proactive attentiveness to information
about the environment (Tang 2008; Foss and
Klein; 2010; Alam 2011). This suggests that en-
trepreneurial alertness can help to improve the
immigrant-owned businesses.

Objectives of the Study

The failure rate of immigrant-owned busi-
nesses is high. Opportunity identification is crit-
ical to the success of SMEs. Opportunity identi-
fication can be enhanced by entrepreneurial alert-
ness. The main objective of the study is to in-
vestigate the impact of entrepreneurial alertness
on the performance of immigrant-owned busi-
nesses in South Africa.

Literature Review

Immigrant Entrepreneurship

The term entrepreneurship does not have a
single universally accepted definition (Gideon
2010).  The word ‘entrepreneur’ comes from the
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French verb “entreprendre”. This means to at-
tempt, try or undertake (Sinnya and Parajuli 2012).
Sinnya and Parajuli (2012) define entrepreneur-
ship as “a process of economic development
which creates awareness among people and
generates self-employment and additional em-
ployment opportunities. An entrepreneur is any-
one who is innovative and creative and who is
willing to take risk to start up a new venture or
add values to an existing venture. Entrepreneur-
ship is important because it can help to improve
the economic and social status of the ethnic and
minority group of people as it provides employ-
ment opportunities and creates awareness among
the people about the economic activity”

According to Zhang (2010), “An immigrant
entrepreneur is an individual, who works indi-
vidually, or employs others, is involved in either
co- or the non-ethnic market, or both, to respond
to a disadvantaged position and/or economic
opportunities through entrepreneurship, includ-
ing taking a risk by starting-up and innovating
to meet demands of the market”. Immigrant small
business owners are often regarded as immigrant
entrepreneurs (Vinogradov 2008; Aaltonen and
Akola 2014).

Volery (2007) remarks that sociology, anthro-
pology and labour economics literature have all
made major contributions to the development of
theoretical frameworks of immigrant entrepre-
neurship. Zhang (2010) points out that the theo-
retical foundation of immigrant entrepreneurship
includes the disadvantage theory, the ethnic
enclave model, the cultural theory, the ecologi-
cal succession concept, the opportunity struc-
ture theory the middleman minority model and
the interactive theory.

Light (1979) emphasized the disadvantage
of immigrants in the labour markets of host coun-
tries. Compared to natives, immigrants dispro-
portionately start small businesses due to the
disadvantages that they experience in the host
country. The disadvantages include language
barriers and inability to enter the labour market.
The cultural theory advocated by Masurel et al.
(2004) and Volery (2007) argue that there are some
culturally determined features possessed by
immigrants that can encourage entrepreneurship.
These include orientation towards self-employ-
ment and dedication to hard work. Wilson and
Portes’ (1980) ethnic enclave theory identifies
ethnic enclaves as a distinct form of economic
adaptation. Immigrants tend to be spatially con-

centrated. This concentration leads immigrants
to organise businesses to serve their own mar-
ket as well as the general population. Through
the ethnic enclaves, resources, labour and cus-
tomers are obtained.

The middleman minority theory by Blalock
(1967) and Bonacich (1973) argues that immi-
grant entrepreneurs tend to have strong ethnic
ties and play the role of middleman between pro-
ducer and consumer. The ecological theory by
Aldrich et al. (1989) suggests that changes in
the environment of a residential area can nur-
ture immigrant entrepreneurship. When the pop-
ulation of immigrant increases in an area, na-
tives tend to move out. This leads to ethnic seg-
regation of ethnic minorities and immigrants.  The
pattern of change in business ownership of im-
migrant and natives mirror the pattern of change
in residential succession. This has led to the
growth and persistence of ethnic enclaves. The
opportunity structure theory by Evans (1989)
suggests that linguistically bounded groups of
immigrants can form niches that can be tapped
by entrepreneurs. Language is one of the ways
to ethnic distinctiveness. Two resources are im-
portant in this respect. These are the size of the
group which is the potential market and the lin-
guistic distinctiveness of the labour force.  Im-
migrant entrepreneurs have an advantage in tap-
ping the preferences of consumers in the group
and also in tapping the skills of co-ethnics com-
pared to native entrepreneurs who are not mem-
bers of the immigrant cliché. The interactive
model by Waldinger et al. (1990) remarks that
the development of immigrant entrepreneurship
cannot be linked to a single characteristic but to
a complex interaction between opportunity
structures and group resources.

 Immigrant entrepreneurs create jobs and
contribute to the growth of the host country
(Chrysostome and Lin 2010).  Therefore, it is
important to understand the factors that can
improve the performance of immigrant entrepre-
neurs. Entrepreneurial alertness can influence
the recognition and exploitation of opportuni-
ties by businesses (Lemes et al. 2010; Alam 2011).

Entrepreneurial Alertness

The works of Kirzner (1979, 1985, 1997, 2008)
formed the theoretical foundation of entrepre-
neurial alertness. Kirzner describes entrepreneur-
ial alertness as the discovery of business op-
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portunities and the utilisation of resources to
create value. Alertness is the ability of an indi-
vidual to identify unnoticed or overlooked op-
portunities (Li 2012).  Alertness refers ‘a sense
of paying attention to what might be ‘around
the corner’. A non-alert entrepreneur is different
from an alert entrepreneur in the sense that non-
alert entrepreneurs do not identify opportuni-
ties because they do not judge the market envi-
ronment well. Aviram (2010) describes alertness
as a continuous state of being “on call”.

There are three complimentary dimensions
of alertness.  These are according to Tang et al.
(2012): (1) Scanning and looking for new infor-
mation. This refers to how an entrepreneur scans
the environment for new information overlooked
by other entrepreneurs (2) Connecting previous-
ly-disparate information. This is linked to the
response and the processing of new informa-
tion by an entrepreneur and (3) the evaluation
of new information to signify if it presents a prof-
itable opportunity. There is a link between the
discovery of new opportunities and entrepre-
neurial alertness (Baron 2006; Tang et al. 2012).
An alert entrepreneur recognises changes in the
market (Karabey 2012). This suggests that en-
trepreneur alertness through the recognition and
exploitation of market opportunities can help to
improve firm performance.

Alertness can also positively impact on firm
performance through innovation. Alertness is
important for a firm’s innovation activities (Tang
et al. 2012). According to Valliere (2011),   inno-
vation and growth in SMEs is the result of an
entrepreneurial process in which new market
opportunities are spotted, plans are developed
and executed to exploit the opportunities.  This
process is dependent on the critical first step.
This is the ability of entrepreneurs to be alert to
changes in their environments and to the op-
portunities that may come within these chang-
es. A firm’s innovative activities and competi-
tive actions are enhanced by entrepreneurial
alertness. This can positively impact on firm
performance (Lin and Chen 2007; Saarikko et al.
2014). A study by Tang et al. (2012) find a posi-
tive relationship between the three measures of
alertness and firm innovation.  It is hypothe-
sised that entrepreneurial alertness has a posi-
tive impact on the performance of immigrant-
owned enterprises.

RESEARCH  METHODOLOGY

The study used the quantitative research
approach with a descriptive and causal research
design. The self-administered questionnaire
method was used to collect data in a survey.
The study area was Johannesburg in the
Gauteng province of South Africa. Convenience
and snowball sampling methods were used as
the researchers could not obtain a sampling
frame of immigrant entrepreneurs in the study
area. The questionnaire was pre-tested in a pilot
study with fifteen immigrant entrepreneurs in
order to improve content and face validity. A
pilot study was conducted on the survey in-
strument used in this research with twenty im-
migrant entrepreneurs in order to ensure face
and content validity. Respondents were assured
of confidentiality and anonymity.

The questionnaire was divided into three
parts (1) biographical information (2) entrepre-
neurial alertness (3) performance. The question
items to measure entrepreneurial alertness were
adapted from studies on entrepreneurial alert-
ness by Tang (2008) and Tang et al. (2012). These
researchers developed a 13-item alertness scale.
The study by Tang et al. (2012) demonstrated
appropriate dimensionality and strong reliabili-
ty. Furthermore, the study revealed convergent,
discriminant, content and nomological validity.
The seven-point Likert ranging from “1, strong-
ly disagree” to “7 strongly agree” was used to
measure entrepreneurial alertness. The study
focused on immigrant entrepreneurs in the retail
sector.

To measure the performance of immigrant-
owned enterprises, the study used increase in
sales for the last three years using five-point
Likert scale. The Cronbach’s alpha was used to
measure reliability. Data analysis included de-
scriptive statistics, t-test, confirmatory factor
analysis and regression analysis. This study
extends an earlier exploratory study on the en-
trepreneurial alertness of immigrant entrepre-
neurs (Fatoki 2014). To improve the reliability
and validity of the study and the data analysis,
more questionnaires were distributed to immi-
grant entrepreneurs in the study area. The Kol-
mogorov-Smirnov test was used to determine
the normality of the data.

RESULTS AND DISCUSSION

200 questionnaires were distributed to own-
ers and managers of immigrant-owned enterpris-
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es and 88 questionnaires were returned. The re-
sponse rate was 44 percent.

The results as depicted by Table 1 shows
the biographical information of the respondents.
The findings indicate that most of the respon-
dents have post-matric qualifications. In addi-
tion, male respondents dominated the survey.
Most of the firms that participated in the survey
have been in operation for between six and ten
years.

 Table 2 shows the descriptive statistics
(mean and standard deviation for entrepreneur-
ial alertness.  Confirmatory factor analysis was
used to confirm the factor structure of the alert-
ness scale developed by Tang et al. (2012). The
analysis confirmed three factors as depicted by
table 3.  To ensure the use of factor analysis, the
Barlett Test of Sphericity (BTS) and Kaiser-Mey-
er-Olkin (KMO) test of appropriateness were

carried out accordingly. The results (BTS =
492.301; sig. 0.001) indicated that the data were
appropriate for the purpose of factor analysis.
Statistically, this meant that there exists relation-
ships between the variables and that they can
be appropriately included in the factor analysis.
The result of the KMO measure of sampling ad-
equacy was 0.755. The results indicate that there
are sufficient items for each factor. The two tests
support the appropriateness of the factor analy-
sis technique.  Table 3 shows the extract of the
results of the confirmatory factor analysis. All
the thirteen items were analysed using factor
analysis with principal axis method with oblimin
rotation. Three factors with Eigenvalues greater
than one account for 75.208 of the total vari-
ance. The three factors are further confirmed by
the rotation sums of squared loading after Vari-
max rotation. The thirteen items loaded on three
different factors and no item loaded on more
than one factor. The magnitude of the inter-cor-
relations between the three factors range from
.34 to.49 implying that the factors show differ-
ent aspects of alertness. The Cronbach’s alpha
coefficients for scanning and search, associa-
tion and connection and evaluation and judge-
ment were 0.74. 0.71 and 0.79 respectively. Fac-
tor one was labelled as scanning and search.
These are the Eigen value for the factor is 13.225.
The factor includes six items. Factor two was
labelled association and connection. The Eigen-
value for the factor is 6.432. The factor includes
three items. Factor three was labelled evalua-
tion and judgement. The Eigenvalue for the fac-
tor is 3.740. The factor consists of four items.

Table 2: Entrepreneurial alertness

Item      Mean    Standard
    deviation

I have frequent interactions with others to acquire new information 5.92 0.93
I am an avid information seeker 5.55 0.87
I see links between seemingly unrelated piece of information 5.02 0.82
I can distinguish between profitable opportunities and not-so profitable opportunities 5.30 1.04
I have a knack for telling high-value opportunities apart from low value opportunities 5.07 1.02
I always keep an eye out for new business ideas when looking for information 5.35 1.04
I am always actively searching for information 5.42 0.99
I often see connections between previously unconnected domains of information 4.88 0.86
I am good at connecting dots 4.90 0.94
I read news, magazines regularly to acquire information 5.48 1.02
When facing multiple opportunities, I am able to select the good ones 5.38 1.01
I have a gut feeling for potential opportunities 5.32 1.02
I browse the internet every day 4.48 0.97

Table 1: Biographical information of the respon-
dents

Biographical  characteristics     Number  Percentage

Educational Qualification of
Owner/Manager

Matric equivalent or below 33 37.5
Post-Matric qualifications 55 62.5

Gender
Female 31 35.9
Male 57 64.1

Age of the Firm
0-3 0 0
3-5 41 46.6
6-10 45 51.1
Above ten years 2 2.3
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Table 4 depicts the mean scores of three alert-
ness factors. Scanning and search has a mean
of 5.37. This suggests that immigrant entrepre-
neurs are involved in scanning of the environ-
ment and searching for new ideas, information,
changes, and shifts. In addition, the results in-
dicate that immigrant entrepreneurs are involved
in association and connection with a mean of
4.93 and evaluation and judgement with a mean
of 5.27.

The Results of the Regression Analysis

 The study argues that alertness (measured
by scanning and search, association and con-
nection and evaluation and judgement) has a
significant positive relationship with the perfor-
mance of SMEs (measured by increase in sales).
Hierarchical regression analysis was conduct-
ed. The extract of the regression analysis is
presented in Table 5. The results shows that
scanning and search (0.02) 1, association and
connection 0.05 (1) and  evaluation and judg-
ment 0.09 (2). The results indicate that all the
three measures of entrepreneurial alertness have

positive and significant impact on the perfor-
mance of immigrant-owned enterprises. As point-
ed out by Tang et al. (2012) and Saarikko et al.
(2014), alert entrepreneurs innovate better than
non-alert entrepreneurs and this can lead to im-
proved firm performance. To reduce the high fail-
ure rates of immigrant-owned enterprises, entre-
preneurial alertness is of significance. Alertness
involves proactive attentiveness to information
about the environment and the discovery of new
opportunities in the marketplace.

CONCLUSION

South Africa suffers from high rates of un-
employment and poverty. Immigrant entrepre-

Table 3: Confirmatory factor analysis for alertness

Items Factor 1 Factor 2 Factor 3

I have frequent interactions with others to acquire new information 0.802
I am an avid information seeker 0.787
I am always actively searching for information 0.725
I read news, magazines regularly to acquire information 0.674
I always keep an eye out for new business ideas when looking for information 0.622
I browse the internet every day 0.564
I see links between seemingly unrelated piece of information 0.788
I often see connections between previously unconnected domains of
  information 0.702
I am good at connecting dots 0.695
I can distinguish between profitable opportunities and not-so profitable
  opportunities 0.769
I have a knack for telling high-value opportunities apart from low value
  opportunities 0.736
When facing multiple opportunities, I am able to select the good ones 0.651
I have a gut feeling for potential opportunities 0.605
Eigenvalue 7.07 4.37 2.01
Percentage of variance explained 61.49 11.21 7.08
Cronbach’s alpha coefficient 0.74 0.71 0.79

Table 4: Descriptive statistics of the three factors

Factor    Mean  Standard
  deviation

Scanning and search 5.37 0.94
Association and connection 4.93 0.99
Evaluation and judgment 5.27 1.01

Table 5: Results of regression analysis

Predictor Model1 Model 2  Model3

Control
  Gender -0.20 -0.24 -0.19
  Level of education .041xx 0.02x 0.02x
  Age of the firm 0.03x 0.02x 0.03x
Alertness
  Scanning and search 0.02x
  Association and 0.05x
   connection
  Evaluation and 0.09x
    judgment
  F value 37.204x 22.080x 17.396x
  R square  0.471x 0.424x  0.395x
  Adjusted R square 0.321x 0.344x 0.401x
  R square change 0.022xx 0.047xx 0.044xx
  F change 41.201x 40.729x 3.219xx

p<.0.01, xx, p<0.05, xxx, p<0.1
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neurs are mainly small and contribute signifi-
cantly to job creation in South Africa. Immigrant
entrepreneurship is one of the ways to reduce
unemployment and poverty in South Africa.  The
failure rate of immigrant-owned businesses is
often higher than that of natives. The concept
of entrepreneurship as alertness to profit op-
portunities is one of the most important current
interpretations of the entrepreneurial function.
One of the factors that influence the way oppor-
tunities are recognised and exploited by entre-
preneurs is alertness. The concept of alertness
has the potential to add substantially to the un-
derstanding of how new ideas get initiated and
pursued. Alert entrepreneurs are likely to com-
petitive, engage in innovation and perform bet-
ter than non-alert entrepreneurs. The study in-
vestigated the impact of entrepreneurial alert-
ness on the performance of immigrant-owned
enterprises. The results indicated that all the
three measures of entrepreneurial alertness
(scanning and search, association and connec-
tion and evaluation and judgment) have posi-
tive and significant impact on the performance
of immigrant-owned enterprises.

RECOMMENDATIONS

Many universities and non-governmental
organisations in South Africa have short cours-
es that are designed to improve opportunity
identification and other areas of entrepreneur-
ship. It is important for immigrant entrepreneurs
to attend such courses in order to improve their
understanding of entrepreneurial alertness. Gov-
ernment agencies that offer training to entrepre-
neurs in South Africa should include immigrant
entrepreneurs as a major part of their support
system. These agencies should have training
programmes directed to immigrant entrepreneurs
on opportunity identification and entrepreneur-
ial alertness

FURTHER  STUDY

Further studies can investigate the impact
of entrepreneurial alertness on innovation by
immigrant and native owned businesses. In ad-
dition, further studies can examine if entrepre-
neurial alertness can mediate the relationship
between innovation and the performance of small
and medium enterprises.
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