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ENTREPRENEURSHIP
IN A MODERN NETWORK ECONOMY

Peter Nijkamp

Abstract

In this survey paper the literature on entrepreneurship is summarised from the
perspective of geographical seedbed conditions and network congdlations. We argue
that urban areas offer favourable incubator conditions for innovative entrepreneurship,
as a result of economies of dengty and the opportunities crested by the city as a
nucleus of a broader network. We conclude that a modem entrepreneur tends to

become increasingly a network operator and manager.
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1. Entrepreneurship in Perspective

Compstition is the seedbed of the entrepreneurid spirit and the driving force
of modem economies. It is based on the drive for surviva by individud firms who
have to operae as efficiently as possble. Already since the early history of economics
(Adam Smith, Ricardo) good entrepreneurship has been regarded as the criticd
success factor for economic performance. The notion of entrepreneuria  competition
has been more fully developed a century ago by Mashdl. A redly pathbresking
contribution to the andyss of entrepreneurship from a broad higtorical perspective
has been offered by Joseph Schumpeter in his book ‘The Theory of Economic
Development’ (1934). Starting from a circular flow of goods and money of a given
Sze in a datic context, he argues that without growth or economic progress there is no
scope for entrepreneurship: history will then repeet itsdf. However, if the exogenous
cdrcumgances ae changing, also the circular equilibrium will change. This
disturbance of an equilibrium towards a new pogtion is caled ‘cregtive dedtruction’.
One of the driving forces for a change towards a new equilibrium is formed by
innovation which means a breskthrough of exising paterns of production and
productivity. Innovetion is thus a credtive ‘modus operandi’ of an entrepreneur and
induces a process of economic growth. Clearly, flexibility and vitdity of the
economic sysem is a sine qua non for an adjustment after a disurbance in the
origind equilibrium pogtion.

Since the 1980s, economic research has witnessed an avalanche of interest in
innovative behaviour of firms, in paticular in the context of regiond competitive
conditions (see for a review Bertuglia et a. 1998). Regions are increasingly regarded
as important nodes of production, consumption, trade and decison-making and play a
critical role in globd modes of production and transportation. The conventiond
compardive advantage perspective on regions is not sufficient anymore to explain the
relative economic performance of regions in a globad economy, as dso participation
in ICT networks, educationa systems and busness culture are important success
factors This awareness has had important implications for regiond growth theory
(see for an overview dso Nijkamp and Poot 1998).

A new phenomenon in modem economies is the emergence of interwoven
global networks (see Castells 1996) which alow for global interaction and
communicetions, a process through which market areas may obtain a world-wide
coverage (e.g., through the Internet). Consequently, interaction costs, transaction costs
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and trangportation costs form an interconnected portfolio of new market opportunities
for modem business firms. Against this background, it is plausible that
communication potentid and knowledge are criticd success factors for the ‘globd
entrepreneur’. The pathway toward globa business is not easy to find; there is no
single recipe, 0 that learning Srategies are of great importance here. To reduce the
rik of misgnvesments, there is much scope for collective learning drategies which
manifest themselves in two configurations, viz. network participation and
geographica agglomeration. At present, both forces are a work smultaneoudy and
cregte the new geographic landscgpe a the beginning of the new millennium.

The focus on knowledge as a factor ‘par excellence’ for business performance
ties in with the present emphass on endogenous growth theory which tekes for
granted that economic growth is not automdicaly emerging from the seeds of
technologicd innovaion as ‘manna from heaven', but is the result of ddiberate actions
and choices of various stekeholders, including the government. Government policy is
however, no longer a controlling drategy, but a facilitating srategy through which -
by means of investments in R&D, education, training and knowledge centres etc. - the
seedbed conditions are created for successful entrepreneurial performance.

The entrepreneur is thus back on the scene. But his strategies may be entirdy
different from those in the padt, as the inditutiond and technologicd environment of
entrepreneurship has dragtically changed. To put these modem drategies more in
persoective, we will first offer in the next section a concise historica overview of the
postion of the entrepreneur in economic-hitorica  thinking.

2. The Entrepreneur in Economic History

In a recent textbook on economics (Stiglitz and Driffill 2000), the
entrepreneur is defined as a person who creates new businesses, brings new products
to market, or develops new processes of production. This concise and smplified
description does not do full judice to the wedth of literature on the history of
economic thinking where the vibrant role of the entrepreneur has been extensvey
discussed.

The role of the entrepreneur in economic development has been a source of
much scientific ingpiration and research snce the ealy higory of economics.
Important features of entrepreneurship were inter alia the degree of risk-taking by a
firm, the innovaive atitude of a firm, the degree of profit orientation by a firm and




the longrange spin-off of busness activities In ther dandard work on ‘The
Entrepreneur’ Hébert and Link (1982) make the following typologicd dassification
of the ‘species of entrepreneur:

1. The entrepreneur is the person who assumes the risk associated with uncertainty
(eg. Cantillon, Von Thtinen, Mill, Hawley, Knight, Von Mises, Cole, Shackle)

2. The entrepreneur is the person who supplies financid capitd (eg. Smith, Bohm-
Bawerk, Pigou, Von Mises)

3. The entrepreneur is an innovator (eg. Bentham, Von Thtinen, Schmoller, Sombart,

Weber, Schumpeter, Shakle)

4. The entrepreneur is a decison maker (eg. Cantillon, Menger, Marshdl, Wieser,
Amasa Walker, Francis Waker, Keynes, Von Mises, Cole, Schultz)

5. The entrepreneur is an indusdtrid leader (eg. Say, Sant-Smon, Amasa Waker,
Francis Waker, Marshdl, Wieser, Sombart, Weber, Schumpeter)

6. The entrepreneur is a manager or superintendent (e.g. Say, Mill, Marshdl, Menger)

7. The entrepreneur is an organiser and co-ordinator of economic resources (e.g. Say,
Wieser, Sombart, Weber, Clark, Davenport, Schumpeter, Coase)

8. The entrepreneur is the owner of an enterprise (eg. Quesnay, Wiesar, Pigou,

Hawley)

9. The entrepreneur is an employer of factors of production (eg. Amasa Wadker,

Francis Walker, Wieser, Keynes)

10. The entrepreneur is a contractor (e.g. Bentham)

11. The entrepreneur is an ‘arbitrageur’ (e.g. Cantillon, Wadras, Kirzner)

12. The entrepreneur is an dlocator of resources among dternative uses (eg.

Cattillon, Schultz).

Apparently, entrepreneurship is a multi-faceted phenomenon that can be
viewed from different angles. Based on this long list of possble characterigtics of the
entrepreneur, one may ague tha in the literaure the following four man issues
centring around entrepreneurship come generally to the fore (see also Hébert and Link
1982, Van Praag 1996, 1998, and Van Dijk and Thurik 1998):

o The pogtion of the entrepreneur both in the surrounding economic system and
within his own corporate organisation

« The identification of the economic tasks of the entrepreneur




« The financid remuneration of the entrepreneur for his risk-taking activities, based
on his economic motives

o The dynamics in (loca and globd) markets, seen from the perspective of the

entrepreneur.

These four atributes of an entrepreneur show up with varying intendties in the
literature on the essence of entrepreneurship. We will address concisdy here the
scientific  contributions on  entrepreneurship  offered by Cantillon, Say, Marshdl,
Schumpeter, Knight and Kirzner, respectively.

The pioneering study of Cantillon (193 1) on the role of entrepreneurship made
a man didinction between the following economic agents (i) land owners who were
finanddly independent, (ii) ‘arbitrageurs (entrepreneurs) who were involved in risk-
teking activities with a view to profit-making, and (iii) ‘servants who were ensured of
a farly stable income by means of a labour contract. In Cantillon's view, the market
economy was a ‘sdf-regulating network of reciproca exchange arangements which
were able to produce equilibrium prices through free entry and exit of business firms
In Cantillon’'s perception of entrepreneurship, the mediating role of the economic
actor, who needs to anticipate uncertain future events and to see uncertainty as an
economic opportunity, is more important than his innovative dtitude. The ‘survivd of
the fitte” would be best guaranteed by those entrepreneurs who know how to handle
risk dtuations properly.

A more modem view on entrepreneurship was advocated by Say, who
identified the entrepreneur as a co-ordinaing manager in the production and
digribution process of goods, through which wefare for society was crested. The
degree of wefare cregtion by the entrepreneur (be it in agriculture, indudrid
production or trade) was dependent on three factors. (i) the generation of theoretica
knowledge on production and didribution; (i) the application of this knowledge to
red-world practicess and (iii) the implementation of production and digtribution
processes. In Say’s view: “ The application of knowledge to the creation of a product
for human consumption is the entrepreneur’s occupation” (Say 1803, p.330). Clearly,
this knowledge was not of a generic nature, but had to be focused on the creation of
welfae by means of entrepreneurid  activity. Interestingly  enough,  risk-taking
behaviour is in Say's view less important for entrepreneurship than the gpplication of




proper knowledge leading to good business judgement. Such qudities are rare, and
hence ‘the surviva of the fitted” means that only a limited number of successul
entrepreneurs is left in the market. This scarcity Stuation may dso explain the high
financia remuneration for good entrepreneurs. It is noteworthy, that the restructuring
role of an entrepreneur in a dynamic economy was much less recognised by Say.

Based on a neoclasscal perspective, Marshall (1890) has focused due
atention on the specific properties of entrepreneurship, more than other neoclassica
economids in whose view pefect information, free competition and Smilar economic
objectives would apply to dl business behaviour. In Marshdl’s view the entrepreneur
is a ‘superintendent’: the main task of the entrepreneur is to offer good products, while
he may dso focus on innovative Strategies and economic progress. The entrepreneur
is respongble for the proper functioning of his busness. For that purpose he should
have generd 4bilities (uch as a good memory, rdiadility, flexibility etc) and
specialised abilities (such as good foresight, proper judgement and leadership). In
Marshdl’s conception of the economic world the busness enterprise is mainly
functioning in a daic context; the ‘survival of the fittet’ is manly determined by the
remuneration for entrepreneurship relative to the financid rewards from other
occupations.

A radicaly new perspective was offered by Schumpeter. Changes in economic
sysgems were in his view not only the result of externd (contextua) changes, but dso
of endogenous forces. The intringc dynamics of an economic system is caused by the
entrepreneur (Ripsas 1998). Based on his ‘circular economy’ concept, he argues that
growth and progress will be hampered in a datic economic sysem. A breskthrough
will be created by innovative entrepreneurship, through which - by a process of
‘cregtive  destruction’ - static conditions will be changed, leading to a new
equilibrium. The entrepreneur is not a manager, but an innovator. Successful
innovative behaviour is essentidly based on entrepreneurid spirit and intdligence. To
quote Schumpeter: “ Everyone is an entrepreneur only when he actually ‘carries out
new combinations and loses that character as soon as he has built up his business,
when he settles down to running it as other people run their business® (Schumpeter
1934, p.78). It is interesting to observe that risk-taking as an explicit attribute of
entrepreneurship is not explicitly emphasised by Schumpeter, perhgps because in his
view risk is more limited to financid risks than to a broader set of entrepreneurid

chalenges to be faced by the company.
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More emphasis on risk behaviour was lad by Knight. He made a distinction
between risks that could be insured and those that could not. In his view the man
mission of the entrepreneur is to decide what has to be done and how things have to
be done, without having pefect information on future Stuations. The lack of indght
may thus relae to risk dStuations (which may be andysed by standard Hatitticd
procedures) and uncertainties (which often have a unique character). Knight states in
this context: “In the first place, goods are produced for a market, on the basis of an
entirely impersonal prediction of wants, not for the satisfaction of the wants of the
producers themselves. The producer takes the responsbility for forecasting the
consumers wants” (Knight 192 1, p.268). The proper management of ‘red’ uncertainty
is in the core budness of the entrepreneur. In addition, the entrepreneur needs to have
aufficient financid resources, courage, sdf-confidence, cregdtiveness and foresight.
Whether or not someone would decide to become an entrepreneur, would be
dependent on the rdative financid revenues for this task compared to those
originating from other tasks.

In hisstudy on * Competition and Entrepreneurship’, Kirzner (1973) offersa
sharp criticiam on the neoclasscad world by questioning the assumptions of perfect
information and equilibrium prices He emphasises the presence of asymmetric
information leading to various forms of market disequilibrium. Good entrepreneurship
is based on the ability to adequately ded with these ‘anomdies. To be successful
however, it is necessary to have a specific type of entrepreneuriad knowledge:
“knowing where to look for knowledge'! He cdled this “ the highest order of
knowledge” . The entrepreneur need not be rich, but has to be dert, viz. to have the

ability to recognise profit opportunities under uncertain conditions.

Since the 1980s we have witnessed an almost explosive interest in
entrepreneurship, in particular from the perspective of innovative behaviour (see for a
review Cunningham and Lischeron 1991). It is noteworthy that especidly the smdl
and medium sze sector (SME) has receved much dtention in the ‘entrepreneuria
age, as a reault of verticd integration of large firms, the shift from manufacturing to
savice indudries, the drategic downdzing of large corporaions, and the flexible
adjusment potentia of smdl sze firms (Harison 1994). Even though empiricd facts
on the glory of entrepreneuridism were subject to criticism  (Nodoushani and
Nodoushani 1999), the idea of the credtive entrepreneur — or the ‘entrepreneuria




hero - has been pervasve in the SME literature (Reich 1987). In recent years we
have seen very dynamic paterns of firm behaviour as a result of technologica
innovation and globdisation, reflected inter dia in flexible specidisation, corporate
restructuring and new world-wide industrid networks (Harrison and Kdley 1993). As
a reqult the indudtrid organisation has dragticdly changed, for ingance, an orientation
towards indudrid didricts and specialised geographica clusters (eg., the Third Itay).
Networking and flexible specidisation have become closdy interwoven phenomena,
but these phenomena take place in a geographic force field of regions or cities. The
intricate embeddedness of modem enterprises in globa networks has aso chdlenged
the podtion of the ‘entrepreneurid hero’. Modem entrepreneurship is increasingly
focussed on organisng a complex force fidd influenced by many (internd and
externd) dakeholders (see Ackoff 1990). In a way one might even spesk of a
democratisation of entrepreneurship.

In concluson, entrepreneurship is a multi-faceted phenomenon that plays a
centra role in market economy. The risks of entrepreneurship can be mitigated by an
orientation towards a support sysem offered by the urbanisation economies in
geographical  space.

3. Drivers of Modern Entrepreneurship

After the discussion of the essential features and peculiarities of the
‘entrepreneurid animd’, we will now turn to the question of the drivers of
entrepreneurship. The popularity of the ‘new pioneer’ (Petzinger 1999) or
‘entrepreneuria hero' prompts an  invedtigation into the determinants of cregtive
entrepreneurship (cf. Tastan 2000). The literature does not offer an unambiguous
explanation, but suggests a least three complementary factors which may be used in
an explanatory framework. These factors are persona motivation, socid environment
and externd business culture. They will now concisaly be discussed.
Personal  motivation

Which are the driving forces for an individuad to become entrepreneur? In a
survey aticle Homaday and Vesper (1982) have identified several characteristics
which may be seen as the determining psychologicd factors for entrepreneurship.

These are:




need for achievement. This is a traditiond agument daready dedt with by
McCldland (1961) in his book on ‘The Achieving Society ’. This atitude is found
among people who want to be persondly responsble for the resolution of
problems, for the implementation of Srategies and for the formulation of gods. It
should be added that such a strong motivation does not aways lead to successful
entrepreneurship.

locus of control. The degree to which an individua thinks to be able to influence
the outcomes of business activities is another determining factor. The
management control may relate to both interna and externa factors (see Shapero
1984).

risk taking. Entrepreneurship means risk taking. There is of course dways a trade-
off between profitability and financid risk, but this is not a smple rdationship.
Risks form a multi-faceted portfolio of financia, socio-economic, persond and
managerid uncertainties, o that ‘caculaied risks may be difficult to identify.

Clearly, the above-discussed psychologica approach has aso been severdy

criticised, as empirical research has demonsrated that the relative presence of these

motivationd factors can aso be found among non-entrepreneurs or unsuccesstul

entrepreneurs. Stevenson and Sahlman  (1985) conclude therefore: “ Finally, while

many have purpoted to find statistically significant common characteristics of

entrepreneurs, the ability to attribute causality to these factorsis seriously in doubt.”

Social environment

The social ‘miliew’ appears to be another determining factor for

entrepreneurship. Shapero (1984) has digtinguished four factors in this context:

displacement. Examples of the disolacement motive are loss of job, dissatisfaction
with present job, discrimination, migration or socid unrest (see Ndoen 2000).
These are mainly push factors. In case of displacement with choice options dso
pull factors may play a role for the individud (such as new market opportunities,
completion of a study etc.)

disposition to act. This motive originaes from the wish to change on€'s pogtion
in order to be independent, to develop one's own career pattern etc.




o credibility. This factor may be important as a dat-up motive, which may be
related to the need to receive recognition in a business environment.
o availability of resources. This driving force is essentidly more a prerequiste for a

dart-up, in terms of financia support, tax exemptions, subsidies etc.

The above ‘miliel’ factors play in many cases a dgnificant role, but they
gppear to be nether necessary nor sufficient for successful entrepreneurship. Thus this
model is not able to offer a complete or unambiguous specification of a complicated

choice process (Choenni 1997).

External business culture

Entrepreneurship is higoricdly dso determined by culturd and politicd
factors (Baumol 1990). If financid rewards or power are the ultimate goa of an
individud, then it might count to enter, for ingance, politics rather than the industry
(like in the ancient Roman period). A low societd appreciation for entrepreneurship
may lead to a low entry rate of gart-up firms. If the recognition profile of successtul
entrepreneurs is high, we may see a huge interest in entering the business sector.

Also other externd factors may play a decisve role, eg. technologica
changes. This can be illustrated by the share of ICT business start-ups in recent years.
Smilarly, dructurd changes in indudrid compostion and organisation, shifts in the
labour market, changes in institutional and governmental structures or socio-
demographic changes may encourage entrepreneurship as well (see eg. Acs 1994,
Baumol 1990, Brock and Evans 1989 and Evans and Leighton 1989).

The dep towards entrepreneurship is certanly a complicated and multi-
dimensond  phenomenon. There are apparently necessary conditions, desirable
conditions and fadilitating conditions. This complex aray cdls for further empiricd
research.

In retrospect, the above concise descriptions of the role of and motives for
entrepreneurship have brought to light that in genera the role of the entrepreneur is
concerned with a proper trestment of uncertainty and with the need to explore new
endeavours, to initiste creative and innovative drategies, and to collect and deploy
new knowledge Spatialy discriminating opportunities and impediments however,
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have mainly been overlooked in these condderations. This dso holds for the role of
gpatid public policy. It is surprisng to observe tha the geography of entrepreneurship
has indeed received far less attention. Therefore, in the next section a few
observations on the gpatial aspects of entrepreneurship will be offered.

4. Entrepreneurship in Spatio-Temporal Context

The birth, growth, contraction and death process of enterprises has become an
important field of research in so-cdled firm demographics (see Van Wissen 2000).
This new fidd of research is concerned with the andyss of the gspatid-tempord
change patern of firms from a behaviourd-andytica perspective (cf. Nelson and
Winter 1982). Recent interesting dudies in this fidd can be found inter glig in
Briiderl and Schusserl (1990), Caroll and Hannan (2000) and Siegfried and Evans
(1994). Many dudies on growth processes of firms originate from industrid
economics or organisation and management disciplines, often  complemented  with
notions from geography, demography, or psychology (eg. Caves 1998, Evans 1987,
Gertler 1988, Hayter 1997, or Stintchcombe 1968).

The roots of this new approach can be found in the 1980s when in a period of
economic recesson much atention was given to the birth of new firms. From a
regiond economic perspective much research was undertaken on the geographica
differentiation in the birth and growth process of new firms (see eg. Keeble and
Wever 1986, Oakey 1993, Storey 1994, Suarez-Villa 1996, and Sutton 1998).

The predominant focus on new firm formation tended to neglect the spatio-
tempord dynamics of incumbent firms in paticular the way they survive, grow or
decline. From that perspective dso the role of the adoption of new technology had to
receive due attention (see eg. Davelaar 1991, Abernathy et a. 1983, Nooteboom
1993, Pettigrew and Whipp 1991, and Storper and Scott 1989). This has aso
prompted severd dudies on the life cycdes of firms (in particular, competitive
performance, product differentiation, spatid relocation, organisationa  restructuring
eic). There are various reasons why of dl types of firm dynamics, new firm formation
has attracted much concern (cf. Van Geenhuizen and Nijkamp 1995). Perhaps most
sgnificant is the fact that new firms provide new jobs, A second reason is that new
firms are often involved in the introduction of new products and processes in the
market. Accordingly, they may provide a mgor chalenge to established firms and

encourage them to improve their product quality and service or to reduce prices. On
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the other hand, it ought to be recognised tha newly esadlished firms face rdativey
large risks, due to lack of organisationa experience and coheson. As a consequence,
the death rate among dart-ups is relatively high and tends to decrease over time.
Many ‘entrepreneurid hero’'s appear to die a a young age. It is clear that successful
new enterprises in a geogrgphicd area contribute dgnificantly to economic and
employment in the region concerned. There is, however, usudly a large sectoral and
geographicd variation among the success or survivd rates of new entrepreneurs (cf.
Acs1994).

Empiricd research has shown tha in most cases enterprises change ther
drategies (products, markets, etc.) in an incrementa way. From historica research it
gopears that radical adjusments do take place, but occur infrequently (Mintzberg
1978). In evolutionary economics it is emphassed tha organisations develop,
dabilise and follow routines. These routines may change over time, but in the short
run they function as sable cariers for knowledge and experience. This causes a
certain degree of ‘inetia. Related to the latter point is the core concept of search
behaviour. Organisations are not invariant, but change as a result of search for new
solutions when older ones fall to work. Search behaviour follows routines, for
example, based upon perceptions ‘coloured’ by the previous sStuation and biases in
information processng (see dso Van Geenhuizen and Nijkamp 1995). The study of
the development trgectories of individua firms from a spatio-tempora perspective is
sometimes cdled * company life higory andyss (see Van Geenhuizen 1993). It uses
manly a cae sudy gpproach and ams to trace and explan the evolution of firms
over a longer period. Particular atention is then given to entrepreneuria motives for
corporate change at the micro level. Factors to be consdered are inter alia the
busness environment, leadership, links between drategic and operational change,
human resource management and coherence in management (see dso Pettigrew and
Whipp 1991). Information acquistion - eg. through participation in networks of
indudtries - is of course dso an important dement to be consdered. In this context,
adso the locd ‘milieu (eg., through ‘filieres) may play an important role.

It is a widdy hdd bdief that a metropolitan environment offers favourable
incubator conditions for credtive entrepreneurship, as in this setting the conditions for
proper human resource management (eg., by means of specialised traning ad
educationd inditutes) and labour recruitment are most favourable (see eg. Davelaar
1991, Leone and Struyck 1976, Pred 1977 or Thompson 1968). But it ought to be
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recognised that also various non-metropolitan aress do offer favourable seedbed
conditions to the management of corporate change. The reason is that in many non-
metropolitan areas the information needs are met in localised leaning mechanisms
based on a dynamic territorid interplay between actors in a coherent production
sysem, loca culture, tradition and experiences (cf. Camagni 1991, Ratti 1992,
Storper 1992, 1993). This view comes close to the one which puts a strong emphasis
on the trend for locdisation. Advocaes of the later idea adhere to a verticdly
disintegrated and locationally fixed production, based on a shift to flexible
oecidisation. The empiricd evidence is found in high technology regions such as
Slicon Vdley, Boson, the M4 Corridor, and in semi-rurd areas such as the Third
Itay. Although the success of economic redtructuring in these regions is without
doubt, the pervasveness of the trend for flexible specidisation and concomitant
locdisation is not sufficiently proven (cf. Van Geenhuizen and Van der Knaap 1994;
Gertler 1988). Asde from a trend towards locdisation there is a trend towards
globaisation, asociated with the growing influence of multinationd corporations and
their globd networking with smaler firms (cf. Amin 1993).

In the light of the previous observaions it may plausble be argued that
modem entrepreneurship is based on associate skills of a vaied naure. An
entrepreneur is certainly an opportunity seeker but in so doing he needs to have an
open eye on a rapidly changing extend environment. As a consequence, firm
demography is a multidimensond fidd of research in which psychology, sociology,
marketing, political science, economics, finance and management comes together. A
demographic approach to entrepreneurship may unravel various components of the
gpatio-tempord  dynamics of both existing and new firms. Indepth case study
research as advocated in company life higory andyss is certanly necessary to
identify motives and barriers concerning successful entrepreneurship, but there is dso
a cler need for more andytical comparative research leading to research synthess
and trandferable lessons. An interesting example of the latter type of research
approach can be found in a recent study by Breschi (2000), who conducted a cross-
sector andyds of the geogrephy of innovative activities. Usng the evolutionary
concept of a technologica regime he was able to identify the background factors of
varigions in spaid patterns of innovaions, viz. knowledge base, technological
opportunities, appropriability conditions, and cumulativeness of technica advances.
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Undertaking more of such studies might advance the idea that geography counts in a
modem entrepreneurid  age.

5. Entrepreneurship and Networks

Entrepreneurship means also the management of business network
condelations. An interesting review of the reaionship between entrepreneurship and
network involvement has been given by Madecki (1997). The locd environment
(including its culture, knowledge base, and business attitude) appears to act often as a
criticd success factor for new forms of entrepreneurship, a finding adso obtained by
Camagni (1991). Appaently, the locd ‘milieu’ offers various types of networks
which tend to encourage the ‘entrepreneuria act’ (cf. Shapero 1984).

In the Schumpeterian view the entrepreneur is seeking for new combinations
while dedtroying in a cedtive way exiding congdlations. This highly risk-taking
behaviour can however, be amdiorated by extemdisng some of the risks through
participation or involvement in locd or broader industrid networks. In generd, the
urban climate offers many posshilities for drategic network involvement, either
materid or virtud. In this way, the rea entrepreneur tends to become an organiser of
change. The early urban economics literature (Hoover and Vernon 1959) has dready
et out the greast potentid of urban indudrid didtricts for cregtive entrepreneurship
(see for a review of the incubation literature Davelaar 1991). Also in the
sociologicaly-oriented writings of Jane Jacobs (19..) we observe smilar arguments.
Apparently, urban modes of life create scde economies which favour the rise of new
enterprises. To some extent, this idea was dready propagated by Marshdl (1890),
who introduced the concept of indudrid didricts which generated an enormous
economic growth potentia (see dso Amin and Thrift 1992, Markusen 1996, and Paci
and Usa 2000). In gened, verticd didntegraion in combination with network
drategies a a locd level may induce a resurgence of Marshdlian didtricts as self-
contained local networks of creative economic development.

Networks may, in generd, rdate to physcd configurations (such as aviation
networks, road networks, railway networks or telecommunication networks) or to
vitud networks (such as indudtrid clubs, knowledge networks or information
networks). Such networks may have a loca character, but may aso extend towards
globd levels. All such networks tend to creste indudrid diversity, entrepreneuria
spirit and resource mobilisation (see dso Andersson 1985 and Van de Ven 1993). In
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generd, locd inter-firm networks may be seen as supporting mechanisms for new
forms of credtive entrepreneurship, as such networks are a blend of openness
(necessary for competition) and protection (needed for an ‘infant industry’). It may be
interesting to quote here the find conclusons of Maecki (1997): “ Thus, it is difficult
for any ‘recipe ‘from one place to work when transplanted into another place, with its
unique culture, traditions, capabilities, and networks’ (p. 98).

In the context of endogenous growth theory an intense debate has started on
the way regions and governments can stimulate locd economic growth. Following the
seminad contributions by Lucas (1988) and Romer (1986), a wide interest has
emerged in the critical conditions for modem economic growth (see eg. Aghion and
Howitt 1998, Barro and Sdai-Martin 1995, Bluestone and Harrison 2000, Dixit and
Stiglitz 1977, Helpman 1992, Kirzner 1997, Nijkamp and Poot 1998).

An important dement in the discusson on endogenous growth concerned the
role of knowledge and knowledge networks. The foundation for the theory of
knowledge use was essentidly laid severd decades back by Arrow (1962) and Solow
(1956, 1957) who advocated the Sgnificance of learning mechanisms for increasing
productivity.

From the perspective of a busness environment, information and knowledge
isa sine qua non for entrepreneurid success, not only for large-scae companies but
aso for SMEs. Mdecki and Poehling (1999) have given a very vaduable review of the
literature on this issue; learning-by-doing - supported by inter-firm network
collaboration « enhances the competitive potentid of new firm initiatives. They
observe a variety of network configurations, such as suppliers or customers networks,
locd networks of neighbouring firms, professond networks, and knowledge
networks, which al may contribute to a better entrepreneuria performance. Empirical
research in this area is however, Hill scarce and there would be scope for more
systematic comparative investigations into the knowledge drivers of modem
entrepreneurship. It is certainly true that information and knowledge is an important
asst in an enterprise, but the economic evauation of such knowledge (eg., as a
private good or a public good with a non-rivary character) needs to be studied more
thoroughly (see Shane and Venkataraman 2000). The potentid benefits of up-to-date
information may be high, but knowledge acquistion aso has its cods. As Soete
(2000) argues. “ But of course there are costs in acquiring knowledge. It explains why
markets for exchange of knowledge are rare and why firms prefer in principle to
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carry out Research and Development in-house rather than have it contracted out or
licensed. It also provides a rational e for policies focusing on the importance of
investment in knowledge accumulation. Such investments are likely to have high so-
called ‘social” rates of return, often much higher than the private rate of return.
Investment in knowledge cannot be simply left to the market”

An interedting illudration of the importance of loca networks for new firm
formation can be found in the literature on ethnic entrepreneurship (see Waldinger
1996). Many cities in a modern indudtridised world are confronted with a large influx
of foreign migrants (see eg. Borjas 1992, 1995, Brezis and Temin 1997, Gorter et d.
1998, McManus 1990, and Yap 1997). The socio-economic problems involved have
crested an enormous tensgon and have prompted many policy initiatives on housing,
job credtion, education etc. One of the more recent promising efforts has been to
favour ethnic entrepreneurship, so that through a sysem of sdf-employment socio-
cultural minorities might be able to improve ther less favoured postion. In a recent
survey study, Van Dédft et a. (2000) have demondtrated that the access to and use of
local support networks is a critical success factor for various urban policy
programmes addressing the new immigrants. Such networks may relate to socio-
economic support, provison of venture capital or access to the urban community at
large. The importance of socid bonds and kinship reationships has adso been
emphassed by severd other authors (for ingtance, Boyd 1989, Chiswick and Miller
1996, and Ndoen 2000). In genera, such networks appear to create various
externalities in terms of entrepreneurial spirit, search for opportunities, self-
organisation and self-education, and business information and access to local markets.
But it is noteworthy that such network connections are geared toward the

geographical space in which ethnic entrepreneurs operate.

6. Concluding Remarks

The higory of economic thinking has demondrated a fluctuating interest in
entrepreneurship. In the past decades we have seen much emphass on the innovative
role of the entrepreneur, while more recently a trend can be observed in which the
entrepreneur is concelved of as a network operator or manager. Clearly, changing
paiterns of economic life have had a decisve influence on views on entrepreneurship.

The ‘network entrepreneur’ needs specific skills in terms of information
processng, international access, dertness to world market developments, and search
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for patnership. Metropolitan environments gppear to offer fruitful conditions for
network behaviour, as a result of economies of dengty, suitable communication
modes and asociaive cultures (including a scientific  environment). Large-scae
companies are usudly able to manage complex world-wide interactions, but for firms
in the SME sector quite a few hurdles have to be taken in terms of training, network
access, marketing channel choice, e-commerce opportunities, and inter-firm
cooperation. An urban environment with an aundance of formad and informd
contacts may then offer a protective shdl for new ventures. It seems therefore
plausible that the rise of the network society will (continue to) favour urban modes of
operation for credtive entrepreneurship. The entrepreneurial role modd seems to find

promising seedbeds in urban cultures.
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