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Research

The Challenges Faced by
Entrepreneurs While Starting and
Operating Business in a New Country
Aidar Vafin
Abstract
Starting and running a business is difficult in any climate, but it is significantly more difficult in a
new country. This research makes a contribution to the entrepreneurship literature by shedding
light on the most common barriers encountered by most entrepreneurs during the seed and
growth stages of doing business in a new foreign country. When launching a new company in a
new nation, the first hurdle is acquiring funds for the enterprise due to short or poor credit history.
Individuals with insufficient native language competence may struggle to communicate with
potential clients and suppliers, as well as understand the regulation of the new country, and gain
access to local entrepreneurial institutions. Additionally, many newcomers struggle to gather
appropriate knowledge about the market conditions, current needs, the kind of business, and the
market dynamics prevalent in the new country. Additionally, the majority of new businesses
started by newly arrived company owners are small, making it more difficult for them to hire
experienced, qualified, and skilled native human resources to compete with local competitors.
People are going to continue to migrate around the globe, and immigrants will bring new ideas
and commercial endeavors with them. This study recommends that the government and other
agencies must ensure that immigrants have access to services that meet their specific
requirements and help them integrate into the local business community.
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Introduction
Launching and operating a business in a new country presents several obstacles at each level, from
developing a business strategy through budgeting and execution. Regardless of how talented new

arriving entrepreneurs are, they encounter setbacks and challenges. To succeed in business, they
must make difficult decisions, cope with social barriers, and overcome unanticipated obstacles in
completely new environments. If company owners in a new country do not exert sufficient
attempts to maintain their businesses afloat in the face of theses adversities, their firms would not
survive for a long time.
The most common barriers encountered by these business owners include language barriers, lack
of capital to start a business, an insufficient understanding of business practices and culture, lack
of networks, navigating the regulatory and tax landscape, locating and renting a suitable
business spot, advertising, and discrimination. Language proficiency gaps also account for some
of the discrepancies in company ownership rates among groups. Limited fluency in the host
country's language makes communicating with prospective suppliers and customers and learning
about rules difficult (Lofstrom, 2013). As a result, it is unsurprising to see a strong correlation
between language proficiency and self-employment rates. The correlation, however, may be offset
by limited options in the wage and pay sector due to language challenges, which potentially
increases the possibility of becoming self-employed. However, it looks as if a stronger
comprehension of the local dialect is connected with a greater percentage of company ownership
(Lofstrom et al., 2019).
These challenges arise as consequences of cultural and linguistic disparities, as well as variations
in lifestyles, traditions, and religion. These long-held habits and ideas influence not just workers'
mindsets and work culture, but also the behavior of consumers. Perhaps the most frequent issues
come as a result of linguistic disparities – specifically, the difficulty to translate across languages
or to discover terms which have the exact identical meaning. These impediments to efficient
communication result in misunderstandings. These challenges also lead to ineffective company
strategies, and poor customer relationships, making poor decisions of business associates, market
entrance timing, price, product development, and promotional activities.
Localization is the practice of preparing to do business in a given geographical region (Waxin and
Bateman, 2015). A localization plan may be accomplished by obtaining precise and appropriate
data for the generation of reports, predictions, and other essential business artefacts. Localization
enables to produce (both digitally and otherwise) to appeal to target audience's diversity. While
localizing marketing, product packaging, and web assets will need time and work, the rewards will
be valuable, as they will guarantee that business owner interact with new consumers in a new
country more successfully.
Entrepreneurs who start or run business in a new country face significant barriers to integration
into their host nations' financial systems. Banks and other financial institutions are often hesitant
to give start-up capital and continuous loans to them due to the difficulty they have in assessing
their financial history and conducting credit checks.
Additionally, many nations are inefficient in blending the entrepreneurs arriving from different
countries. They are forced to rapidly learn how to negotiate unfamiliar social norms and
unfamiliar contexts, both official and informal. This includes social capital disadvantages, since
they lack the backing of a close social circle.
Starting and running a company in a new country also offers some opportunities. It is possible
that those entrepreneurs export more than other firms does because they are connected to
business connections in their native countries and share dialects and other cultural links with
local businessmen. Moreover, there is evidence that these entrepreneurs have a favorable

influence on exports, demonstrating that co-ethnic networks facilitate bilateral commerce by
providing market intelligence and matching and recommendation services (Robert W. Fairlie &
Lofstrom, 2015).
Additionally, it is shown that enterprises owned by new arriving entrepreneurs contribute
considerably to employment development. According to an estimate based on data from 2007 and
2012, around 16 million employees are employed by immigrant-owned businesses. One drawback
is that immigrant-owned firms produce fewer employment on average than native-owned
enterprises, and these positions are often lower-paid and provide less benefits to employees. This
is partially explained by immigrant entrepreneurs' geographic and industry preferences (Pekkala
Kerr & Kerr, 2018). Additionally, although enterprises founded by immigrants are more prone to
failure, those that survive exhibit a greater rate of job growth during the first six years. The fastest
rise in employment occurs in high-wage firms and high-technology industries (Kerr & Kerr, 2016).

Challenges
Financial challenges
The first obstacle when starting new business in a new country is securing funding for the business
venture (Paulson, Singer and Newberger, 2006). Older local businesses benefit from a track
record of strong credit and decades of networking, which makes it easier to attract investors and
get loans and contracts. These resources are not yet available to the person who arrived from a
different country and wish to start a business. Because those entrepreneurs lack a longestablished network, it would be more challenging to pique investors' attention. Those business
starters have much less room for mistake due to the restricted amount of the sources of finances
(Rhine and Greene, 2006; Vafin, 2017, 2018) . They need to have sufficient funds set aside to
endure the worst-case situation. As a result, they face difficulties to earn a profit and take several
years for their firm to generate consistent revenue.
There are many methods for entrepreneurs with little cash to get financing to get started. They
may start with a loan from a bank or a small company loan from the federal government. If they
intend to supply a product or service for which they are already aware of high demand, they may
initiate a fundraising campaign. Entrepreneurs that choose a self-sustaining growth plan may
begin by targeting a limited audience and gradually expanding to service bigger customer
populations.
Services in financial sectors are credit-oriented. However, financial companies often do not accept
foreign credit history, leaving it difficult for to acquire personal and/or company funding, even if
they have years of consistent banking habits in their home country. Absence of a credit history is
a significant issue attempting to settle in, particularly entrepreneurs seeking to establish a
company, since it creates a barrier to funding, often impeding integration into host country’s
culture.
Lenders will often provide greater interest rates to consumers with strong credit ratings.
Individuals without a credit score – such as new immigrants – may have problems acquiring
certain loans due to their lack of credit history.

Having a poor credit score is not the same as having no credit. Without a credit history, lenders
have no information about the borrower. On the other side, poor credit is often the consequence
of missed payments, insufficient payments, or non-payments. Repairing damaged credit might
take years. However, no credit issue can be fixed by credit building. Certain lenders may give loans
without credit history in specific instances.
Due to the uncertain nature of operating a business, an entrepreneur might prepare by carefully
keeping a budget. They could do this by choosing cost-effective marketing techniques and
allocating the remainder to meet their specific objectives. Assessing which costs are required may
assist entrepreneurs in adjusting their financial resources to better plan for change. For instance,
they may discover a more economical manufacturer and reassign those savings to handle
increased electricity prices.
Cultural, language, social and institutional barriers
According to (Ensign & Robinson, 2011) cultural differences may operate as a barrier that the
businessmen must overcome in order to access the local market in a new country. There are
several elements to cultural capital that these entrepreneurs bring from their home nations,
including dwellings and clothes, faith and daily discipline, values, and talents. Additionally,
research conducted by Fairlie and Lofstrom (2013) found that individuals with inadequate
English language proficiency may have difficulty communicating with prospective consumers and
suppliers, as well as learning about rules. Additionally, low English ability may complicate the
process of beginning a firm. Furthermore, (Robert W. Fairlie & Lofstrom, 2015) (R. W. Fairlie &
Lofstrom, 2015) and (R. Fairlie & Woodruff, 2010) believe that even people with prior selfemployment experience in their native country may struggle to establish a firm due to their
inadequate English language ability. Nevertheless, (Saxenian, 2002) claimed that, in contrast to
a certain low-skilled entrepreneurs who often remain in low-level businesses, some highly trained
professionals are now effectively participating in Silicon Valley's technological industries. These
individuals combine the benefits of their culture and traditions with the necessary advanced
abilities, enabling them to establish professional networks and facilitate information sharing
(Saxenian, 2002).
A lack of language abilities (in the new country's native tongue) continues to be one of the most
important impediments to the entrepreneurs’ starting businesses in new country. Language
limitations may affect every step of starting and operating a company, including business
registration, filling out administrative procedures such as licensing applications, and tax (Vafin,
Morozov and Galeeva, 2012). Additionally, language problems might obstruct contact with other
businesses (e.g., suppliers, collaborators, and prospective consumers, complicating the process of
establishing entrepreneurial networks.
There are also issues in gaining access to local entrepreneurial institutions. Institutional
frameworks may sometimes act as impediments to corporate success. Typically, foreign-born
entrepreneurs have a low proclivity for using traditional business support organizations,
preferring instead to depend on private sources of aid (Cooney & Flynn, 2008). The primary
challenges to getting help were a lack of agency commitment to reaching out to underrepresented
groups; inadequacy of agency product or service-oriented methods; questions about the relevance
of what is supplied; and a lack of confidence in those providing the support. These challenges
might originate with the individual (e.g., a lack of linguistic skills or self-confidence), with the
local community (e.g., anti-immigrant views), or with institutional entities.

Another issue is the complexity of the governmental system, which often consists of several
institutions, organizations, and processes that need familiarity with applicable rules and laws.
This may be difficult, since launching a company often requires interaction with many
organizations. Language hurdles may exacerbate these challenges. Additionally, they may be
excluded from public assistance programs. For example, despite the existence of a European
Guarantee Fund to assist disadvantaged groups, including immigrant entrepreneurs, in obtaining
grants and financing, the fund remains underused by immigrants owing to issues obtaining
information.
(Collins & Low, 2010) argue that entrepreneurs must cultivate their social networks and contacts.
Though it is difficult to quantify the significance of these cultural facets, entrepreneurs' access to
resources may be expanded by acquiring social capital. Studies such as (Bates, 1997, 1999; Bates
& Bates, 1997) examines entrepreneurial trends among Asian immigrants without making explicit
reference to the elements such as ethnic cohesion and social capital that influence the social
science research on immigrant entrepreneurship. Additionally, Rath (2006) believes that social
capital seems to be the capacity to use resources (money, knowledge, and labor) provided by other
people of a certain social network, which is critical in deciding a business's success. Social
capital may dramatically lower transaction costs and have an effect on a firm's rate of survival and
growth prospects. Additionally, (Saxenian, 2002) indicates that highly talented Asian immigrant
entrepreneurs often assist one another inside the community. Older professionals and
businessmen in Silicon Valley who comprise both the Chinese and Indian cultures are an excellent
example. The more senior experts assist newer entrepreneurs that have similar backgrounds.
Each nation has its own set of immigration policies, financial regulation (restrictions on money
entering and leaving the country), taxes, and labor laws. If a firm involves the import or export of
commodities, it must first determine if there are any limitations on the items being transferred
and the related expenses. Property rights differ significantly among countries. Property
confiscation is not commonplace, especially in growing industrialized nations.
Political unrest is growing increasingly prevalent worldwide, particularly in nations with
significant unemployment and fledgling democratic systems. While the most unstable situations
have the potential for enormous rewards, they also carry a high risk. As a consequence of the
global crisis, several nations are facing severe tax burdens and negative growth, which will almost
certainly result in civil dissatisfaction and possibly assaults on foreign-owned firms (Alhaddad,
2018). Simultaneously, some governments have put out the red carpet for new enterprises, seeing
them as the path to a more prosperous economic future. Increased tax incentives have been
implemented, while regulatory red tape has been reduced and abolished. Establishing a presence
in one of the latter nations may benefit both the public and the new owners. If you want to sell
your goods or services inside the nation, you need first have an understanding of the populace's
general spending patterns as well as the current competitive business climate. When you start to
impact established firms' market shares, they are likely to respond.
Numerous nations lack the infrastructure seen in developed ones. Even if physical restrictions on
goods movement do not exist, rules affecting the unrestricted flow of products inside and beyond
the nation, as well as fees, levies, and export taxes, may exist.

Challenges in market penetration
One of the most frequent roadblocks the entrepreneurs face during starting and running a
business in a new foreign country lack of expertise in their chosen industry of business specific to
the new country. While they may possess the necessary talents and enthusiasm to start a business,
one critical aspect of beginning a business is determining what to offer. They may discover a need
in their community that they can fill. A marketing agency or independent researcher may assist
them in doing market research to ascertain which demands exist and which they are equipped to
answer.
A business owner should have sufficient experience in the business via employment in the
appropriate field. Thus, before to embarking on a new enterprise, it is necessary to amass
sufficient information about the market circumstances, the type of business company, the market
forces of that specific commodity or service, and so forth, rather than leaping into the business
based on the success of others.
Another hurdle when starting and running new business in a new country is the difficulty of
reaching out to new individuals or acquiring new consumers in order to educate them about the
goods or services offered by the business. A business's route to success might be jeopardized if it
is unable to publicize its goods and connect with the essential community in the targeted audience.
A viable basis can only be established if there is no obstacle between the public and the specialists.
As a result, it is necessary to establish a solid foundation in order to accomplish the desired
objectives. This issue may be resolved by creating effective employment that enable the
development of successful marketing and advertising tactics. This will also aid in the
dissemination of information about the company and its goods to a broad number of individuals.
These tactics, however, are challenging for people who are running business in a new foreign
country.

Human Resources Issues
Experienced and loyal local human resources may curtail the cultural, linguistic, or financialaccess barriers. Even if the business owner has sufficient knowledge for the home country’s
business environment, he or she cannot execute all duties alone in the new host country. Similarly,
the business owner cannot do all of the tasks necessary to operate a firm alone. A business's
foundation must be built on a solid foundation of competent and professional human resources
or personnel. Employees are an organization's most valuable asset (Schroeder, 2012). They
contribute to the business's development. While firms may share identical fixed and current
assets, it is their human capital that differentiates them from their rivals. Business is not an
individual's endeavor. It is collaborative work in which each individual has unique abilities and
duties that are dependent on those abilities. Thus, it may be claimed that a firm is operated by the
collective effort of all its members. The correct team, or colleagues, or workers, is the most critical
factor in a business's success. To address this issue, an entrepreneur should take the necessary
steps to ensure that roles are assigned to those people who can help the firm grow via their
efficient performance.
However, hiring such experienced locals is challenging. However, in order to do this, staff must
be sufficiently experienced, knowledgeable with local language and culture and committed to the
business in order to achieve maximum production and efficiency. Apart from this, it is also hard
for the business owners to hire applicants with vision that benefits the firm. When a new
enterprise is launched, managing money becomes a monumental undertaking due to the

restricted supply of resources. As a result, firms are unable to give a high compensation to an
experienced worker in the start. It is among the most significant issue to recruit qualified staff. It
is often observed that the majority of new companies run by new arriving business owners operate
on a small scale, making it more challenging for them to recruit experienced, qualified, and
capable staff.
Entrepreneurs may manage the recruiting process to ensure they choose employees who are
passionate about their organization's objective and willing to work hard. They may post very
thorough job advertisements in local recruiting agencies in order to attract individuals whose
credentials meet the organization's precise requirements. They may construct questions prior to
interviewing someone to see whether the applicant is a suitable match for their business and if
the job will help them achieve their professional objectives. For all of these considerations, it is
optimal to eliminate human resource barriers, allowing the firm to function smoothly and people
to do their responsibilities effectively.

Conclusion
Starting a business, a new country gives new chances but also new obstacles. While starring or
running new businesses in a new country, entrepreneurs face significant barriers to integration
into their host nations' financial systems. Banks and other financial institutions are often hesitant
to give start-up capital and continuous loans to immigrants due to the difficulty they have in
assessing their financial history and conducting credit checks. Additionally, many nations are
inefficient in integrating immigrant entrepreneurs, who must rapidly learn how to negotiate
unfamiliar and unfamiliar contexts, both official and informal. This includes social capital
disadvantages, since they lack the assistance of a close network of relatives and friends.
Inadequate language abilities may amplify the challenges the new-arriving entrepreneurs face.
Financial firms in host countries may collaborate with those in the countries of origin of
immigrants to perform credit checks and disclose financial histories. Immigrant entrepreneurs
may form collaborations with host country people and organizations in order to increase their
social capital. Additionally, this may aid them in assimilation and navigation of novel and
complicated systems. Furthermore, laws and institutions must be swift to provide fair judgment
when immigrants are harmed (their companies have often been the target of xenophobic
assaults), therefore boosting immigrants' faith in the host country's social structures.
A business is built on the foundation of a trusting connection. Adapting to company conventions
and culture is critical for progress, but one must first get familiar with them. Integration is a
lifelong process. Entrepreneurs who do not face language hurdles are far more likely to learn,
establish networks, and comprehend business processes than those who do. Individuals with
language challenges must be ready to spend time in learning English; alternatively, they may
simply establish a company to earn a living—but communication is critical for success! Newcomer
entrepreneurs who are welcomed by an established community clearly have an edge over those
who are not. These relationships may assist you in locating interpreters, coaches/mentors, and
maintaining contact with resources, giving you a significant edge over individuals who lack this
network. Having someone who has been through this experience serve as a role model, counsel,
and sometimes hold you responsible is priceless. Not only will they assist you in avoiding the
errors they made, but they will also expose their network to you and often assist you in closing
business agreements by providing a positive reference. It is the government's, nonprofit
organizations', and other service providers' responsibility to guarantee that immigrants get entry

to resources that suit their unique needs and assist them in integrating into the local business
community.
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