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Abstract

Many national, regional or local agencies have created policies to directly support entrepreneurs so as to increase the number of businesses or aid the competitiveness and expansion of existing small firms. This Working paper considers what is meant by the term entrepreneurship and the implications of these meanings for different policies to promote entrepreneurship, including social entrepreneurship. These include predominantly macro-level policies such as economic stability, taxation and regulations, together with regional and local policies focusing upon advice, training, finance, technology transfer, markets access, physical infrastructure and the characteristics of the locality. 

1. 
Introduction

Entrepreneurship has been long been given a key role in employment creation and economic development in many countries. For instance, the European Commission Erikki Liikanen declared in 1999 that the European Union needs to create an ‘enterprise culture’ as “entrepreneurship is at the top of  the public policy agenda because there are clear indications that a country’s entrepreneurial activity is linked to its economic prosperity.” Similarly in the UK the Chancellor of the Exchequer (1999) stated that the strategy of the government is promoting economic stability, building a modern skill base, modernisation of labour, capital and product markets with “the encouragement of innovation and an enterprising culture open to all”. Indeed a major part of the Department of Trade and Industry’s White Paper on Competitiveness (DTI, 1998) and OECD (1998) reviews focus upon the need for new policies to promote enterprise and the knowledge economy. 

In recent years greater attention has also been given to knowledge based businesses, often combining entrepreneurship and Information and Communication Technology (ICT) developments, leading to talk of the growth of  the ‘knowledge’ or ‘new’ economy. For instance, the OECD (1997a) argued that the rise of intangible investment is just one aspect of the broader move of advanced economies towards “knowledge-based economies” - economies which are directly based on the production, distribution and use of knowledge and information, in which ICT developments play a crucial role. The European Commission (2000) launched a  “New Strategy for Jobs in the Knowledge Economy” to promote employment and skills in the “knowledge economy” and to improve access to the internet and the use of information and communications technology. This is based upon the estimate that by 2010 half of all jobs will be in industries that are either major producers or intensive users of information technology products and services. Its policy suggestions explicitly link these developments to the encouragement of entrepreneurship in new services and businesses, particularly through fiscal policies rewarding risk taking (such as stock options). National governments have also shown considerable interest ‘capturing’ in the potential economic impacts of ICT and e-commerce for the benefit of their economies (e.g. Central Office of Information, 1998; Performance and Innovation Unit, 1999). There are many overlapping industries and concepts covered by the term ICT industries, such as knowledge, creative and e-commerce industries, although there is no commonly accepted definition.

ICT developments and entrepreneurship have significant spatial links as regions may increasingly become focal points for knowledge-creation and learning (Florida, 1995; Kanter, 1995). Hence, the regional and local policy dimension is important. For instance, the European Employment Strategy (CEC, 1995) seeks to encourage entrepreneurship, in the form of individual entrepreneurs (the self employed) and SMEs (Winterton and Summers, 1999). It has increasingly included a territorial dimension as the importance of local and regional actors in the efficient use of resources, such as the Structural Funds, has been recognised (CEC, 1999).

The relationships between entrepreneurship and local and regional economies are intertwined and each contains overlapping cultural-socio-economic, technological, spatial and temporal elements. How they are interconnected is still not fully understood and there is no clear theoretical framework linking all of them. Indeed there remains ambiguity as to what is mean by the various terms. The European Commission (1999, p. 15) uses the term entrepreneurship in different ways as it’s policy is to specifically encourage entrepreneurship through promoting business start-ups and self employment but also through the involvement of emerging actors such as social entrepreneurs. 

This paper focuses upon “entrepreneurship” and through an analysis of what is meant by the term to develop some of the links between entrepreneurship and regional and local economies. It also considers some of the general policies that seek to support entrepreneurship generally, considering both ICT related entrepreneurship and social entrepreneurship specifically. In the following section the main types of definitions of entrepreneurship are considered. In section 3 some of the resulting implications for macro-level policies to promote entrepreneurship considered. Section 4 discusses local and regional policies to specifically promote ICT. Section 5 considers the role of social entrepreneurship. This is followed by the conclusions.

2. 
Perspectives on Entrepreneurship

There are at least five main groups of overlapping perspectives of entrepreneurship. These reflect the role of entrepreneurship in the economy, entrepreneurship as being an owner-manager of a small business, as a new business start-up, as set of personal characteristics and as a form of behaviour.

i) Role in the economy

The first view of entrepreneurship focuses upon the function of entrepreneurs in the development of the economy (Baumol, 1987). One of the earliest users of the term ‘entrepreneur’ was the French writer Richard Cantillon in 1755, who argued that they were those who carried out ‘risky’ ventures. Another French philosopher, Jean-Baptiste Say in in the 19th century thought of entrepreneurs as those who brought together and co-ordinated resources, moving factors of production to areas of greater productivity and yield. This has been updated by Casson (1990) who argues that the skill of an entrepreneur is to make judgmental decisions about the best allocation and use of resources and to co-ordinate scare resources. Overlapping the other functions of entrepreneurs is that of being a ‘middleman’. Kirzner (1973, 1997) argues that the entrepreneur is a middleman who is alert to and sees opportunities in the economy and uses this knowledge to gain a profit. 

While these opportunistic and risk bearing roles of entrepreneurs are important in helping the economy to adjust to its continuous change, writers such as Schumpeter (1943, 1976) see entrepreneurs as causing rather than responding to these changes. He argued that the role of entrepreneurs was as innovators, who wanted to change things or do things differently. Entrepreneur are those who implement “new combinations of means of productions” by introducing new products and methods of production or opening a new market or gaining new sources inputs or changing the structure of an organisation or an industry. The changes in ICT has opened huge opportunities to rapidly change what products or services are available and how they are produced and the relationships between different organisations or people. Many examples of these are now common place, but were unheard of only a few years ago (for instance buying an airline ticket over the web, or e-mail communications between parts of an organisation or between a network of organisations). 

It is often claimed that small and new firms are the main engine of innovation (Acs and Audretsch, 1988). Acs et al. (1999) point argue that this may be due to greater incentives (including property rights) for the people involved than in larger firms. However, larger firms have resource and market entry advantages and are able to receive immediate benefits form innovations due to their scale and scope. Based upon, admittedly limited, US data they found that industries where market share is more concentrated in larger firms there is higher productivity growth. They suggest a Schumpeterian transition hypothesis where perhaps certain small firms introduce radical innovations, but that the impact of these is magnified by large firms (with the large firms being small ones that grew such as Microsoft or many recent dot.com firms, or large ones that were particularly agile).

Interestingly, Kirzner’s view identifies a key role for entrepreneurship as an equilibriating force by restoring markets to equilibrium through the process of price adjustment. Schumpeter conversely views entrepreneurship as a disequilibriating force which causes economic development and leads to the ‘creative destruction’ of capitalism where new firms and industries destroy older ones. It is possible that the innovative impact of small firms and agile large firms may be Schumpeterian (and disequilibriating), but the role of larger firms in assimilating the innovations more fully into the economy may result in temporary equilibriating pressures (until further innovations arise). However this hypothesis would need to be tested.

Continuing this theme, closely related to innovation is the idea of entrepreneurship as a creative force, whereby the entrepreneur is someone who imagines and creates new opportunities or solves problems in a new way, rather than just identifying existing opportunities. So entrepreneurship is seen as the source of change and dynamism in society and the economy and this view underlies much of the general policy support for enterprise in society mentioned at the start of this paper. This view can also be seen as suggesting that entrepreneurship is temporary and when s/he ceases to develop new products or services or develop the organisation then they join the ranks of small business owners and managers rather than entrepreneurs (see below).

More generally Hisrich and Peters (1998, p. 9) define entrepreneurship as “the process of creating something new with value by devoting the necessary time and effort, assuming accompanying financial, psychic, and social risks, and receiving the resulting rewards of monetary and personal satisfaction and independence”. This stresses that the entrepreneur creates something of value to someone or improves economic efficiency - perhaps a new way of selling insurance, or a new way of organising emergency admissions to a hospital. The entrepreneur invests financial and/or non-financial resources and assumes the associated risks, including loss of money, self-belief, time or status. The rewards may be independence (perhaps controlling your own firm or being allowed to significantly influence what you do if you work in a large organisation), psychic and/or financial benefits. Hence, entrepreneurs may be in any type of private, public or Third-sector organisation.

ii) Entrepreneurship as an owner-manager

The second perspective on entrepreneurship is to define an entrepreneur as the owner-manager of a small business, and a more entrepreneurial economy may have more self employed people or small businesses. Such a definition would include a self-employed window cleaner as an entrepreneur, but not a manager who transformed an existing small firm into a global company. Certainly many of the small ICT related companies are small owner managed, however, successful ones quickly grow and change their management and ownership structures. So while small firms and the self employed play an important role such as providing many jobs, this view has limitations as it ignores the crucial dynamism and job and wealth creation of medium and large firms and those small firms that grow to become large corporations. With increasing incentives for employee share ownership, at one extreme most managers of large companies today could even term themselves ‘owners and managers’, but this may fail to distinguish an ordinary manager or staff member with shares in the firm from one who transforms the business.

iii) Start-up businesses

A third meaning of entrepreneurship is to do with creating new business ventures Gartner (1988). The focus is upon looking at the process of creating the organisation rather than on the individual person who created an organisation in the past. This suggests that the entrepreneurial role ends once a new organisation has been created. The organisation itself still keeps going, perhaps to growth, maturity and decline, but the original entrepreneur takes on different roles in each stage moving from being an innovator, to being a small business owner, or senior manager of the firm when it becomes large. 

This suggests that the behaviour of someone who is a manager running an organisation will be different from that when they were an entrepreneur even though it is the same person carrying out each of the roles. However, this view would classify a person setting up the tenth restaurant in a street or similar website (and which contained no innovative or novel products or service which is significantly different from those offered in other restaurants in the street) as an entrepreneur when perhaps they should be called a small business person. Conversely someone who transforms a ‘sleepy’ existing organisation into a global leader may not be displaying entrepreneurship under this perspective. 

Certainly technological changes (together with other factors such as pricing structures for telecommunications) have reduced the entry costs for many businesses and there has been a large increase the number of ICT start-ups. In economic development terms, evidence suggests that most new firms grow to employ a significant number of people and most jobs linked to new firms come from only a tiny percentage of them (see for instance Storey, 1994). So it is these fast growth firms that are key to job creation in an enterprising economy rather than new start-ups per se. Hence it is important that policy distinguishes between start-ups and new or existing firms with high growth potential.

iv) Personal characteristics

The fourth approach to entrepreneurship commonly used in social science research is to describe entrepreneurs according to their personal characteristics or personality. Samuel Smiles in1859 described many of the most famous Victorian entrepreneurs, such as Josiah Wedgewood who after 30 years “by his energy, skill and genius, he established the (porcelain pottery) trade upon a new and solid foundation” thus providing employment and good wages to many thousands of families. According to Smiles, the key psychological traits of an entrepreneur were integrity, self-learning, courage, conscientiousness, patience, perseverance, self-discipline and self-respect. Within a decade or two this became one of the most influential and popular foreign books in Japan. More recent psychological and sociological approaches to entrepreneurship have concentrated upon why some people start firms, while under similar circumstances others do not. They also focus upon entrepreneurs’ particular qualities or attitudes (see for instance: Robinson et al, 1991) or motivations (Kuratko et al, 1997), while social forces are also recognised as being important (Reynolds, 1991). Such approaches are useful in stressing the multi-disciplinary nature of entrepreneurship research (Bygrave, 1989). 

This approach of looking at the characteristics of entrepreneurs has been criticised for sometimes providing long lists of traits that when taken together would result in the description of a sort of generic ‘Everyman’ (Storey, 1994). Further criticisms are that access to resources (Oswald and Blanchflower, 1998) and the experiences, characteristics and inter-relations of the strategic team of top managers in an organisation may be more important than those of one particular individual, even if they are in overall control. Learning is also important in how individuals respond to different circumstances, so while personality may be important, it is only one of many factors that may influence entrepreneurial behaviour. 

It should not be ignored, however, by itself it is not an adequate explanation of entrepreneurship or of the role of entrepreneurship in the economy. However, here may be interesting questions concerning the particular sociological or psychological characteristics of  those involved in ICT industries. Interestingly the perspective of  the industries being dominated by technologists is limited as much of the growth in employment is in co-called creative industries such as design (for web based advertising etc.) and increasingly business skills such as marketing and logistics (to ensure that products are efficiently delivered).

The study of characteristics can be useful in helping identify important policy questions. Why are certain groups or types of people over or under represented among entrepreneurs and how is this changing in ICT industries? It has, for instance, been argued that some groups such as women or some minorities have in the past been held back by institutional forces including not being able to so easily access appropriate finance or information. More recently the number of new firms set up by women has increased so dramatically, especially in the US, so why is this? Other questions include how certain characteristics, such as an entrepreneur’s network of social relationships influence the manifestation and success of entrepreneurial behaviour (McQuaid, 1996). 

v) Entrepreneurship as a form of behaviour

The fifth approach to entrepreneurship is to consider that it is really a form of behaviour, i.e. entrepreneurship should be defined according to what entrepreneurs do, rather than who they are (or their personal characteristics) or their links to new or existing firms. 

Entrepreneurs behave differently from a managers or small business owner in terms of being strategically oriented and pursuing opportunities rather than being preoccupied with and restricted to the resources they currently control. Drucker (1985) argues that an entrepreneur is a person who “always searches for change, responds to it, and exploits it as an opportunity.” He argues that entrepreneurship is a form of behaviour that can be learnt through the practice of systematic innovation, which “consists in the purposeful and organised search for changes, and in the systematic analysis of the opportunities such changes might offer for economic or social innovation” (p.49). He also argues that entrepreneurship goes beyond size, newness or growth of business, so large existing firms can be entrepreneurial as can any part of the economy or society - in government as well as in the latest biotechnology start-up company, in hospitals as well as in global corporations. 

Similarly Stevenson and Sahlman (1989) believe that “entrepreneurship is most fruitfully defined as the relentless pursuit of opportunity without regard to resources currently controlled”. As with Schumpeter’s ideas on innovation the key is ‘doing’ things differently: making a new product, or re-organising how the product is made, or how the organisation itself operates. Fundamental to this view of entrepreneurship as a form of behaviour is that it may be found in not-for-profit or other organisations (‘social entrepreneurship’) or in government (‘civic entrepreneurship’) as well as in the private sector (Glancey and McQuaid, 2000). Hence the opportunities offered by ICT in all types of situation and organisation offers scope for increased entrepreneurship. 

Each of these perspectives on entrepreneurship offers scope for different types of research. That they cover a number of different disciplines and basic assumptions may be a potential strength in helping to move towards a more ‘holistic’ view of entrepreneurship and of the relationships between it and technology, time and space .

3. 
Macro-level policies to promote entrepreneurship and ICT

Public policies to promote entrepreneurship can broadly be considered at the macro and the micro- (individual firm) and regional and local spatial levels. Broadly the former seek to influence the macro-economic environment in which entrepreneurs operate and in which firms can identify, evaluate and take the opportunities arising from ICT developments. For example, the UK government has argued that its support for entrepreneurship has included seeking to achieve low and stable inflation (in a range around 1 - 4%), altering the taxation system and making it easier for small firms to sell their products to the government (DTI, 1998). 

Similarly the European Union (EU) has argued that policies of stable exchange rates, low inflation, low interest rate environment with ‘sound’ public finances lead to a virtuous “crowding in” effect. This is where short term investment and employment is encouraged due to improved confidence of the private sector and a reduction on the risk premium and interest rates (CEC, 1995, 1998). Other related policies include reducing regulations, improving access to markets and seeking to create a culture that supports entrepreneurship (often through educational and other programmes).

The OECD (1998) similarly argues that entrepreneurship is the result of three dimensions working together. These are firstly a conducive framework conditions (i.e. the institutional arrangements within which economic activity takes place, particularly well working markets). Second, well-designed and well-targeted government programmes, for example, policies can encourage and maximise the benefits of collaborative behaviour, augment the flow of information for financing and provide a flexible response to location-specific factors affecting entrepreneurship. Third, helping to create supportive cultural attitudes in which entrepreneurship is esteemed and there is a high level of ‘trust’ and co-operation which will lead to greater entrepreneurship.

Specifically in terms of ICT in the autumn of 1998 the UK government set the target that Britain should be the best place in the world to trade electronically by 2002. Similarly the European Commission’s  “e-Europe Action Plan” include ensuring that the right conditions for e-commerce flourish and simplifying the business environment in order to stimulate business start-ups, as well as the provision of low-cost, high-speed communication infrastructures for all businesses and citizens. Also the UK government and the EC are seeking to ensure that governments and public administrations at all levels exploit new technologies and that most tenders for government contacts can be accessed through the internet. However, the courts and legal system may also be significant in influencing the use of the internet and ICT (as illustrated in the differing interpretations in the US and UK concerning the responsibility for liable on the world wide web).

4. 
Local and regional policies to promote entrepreneurship and ICT
Micro-economic policies and programmes can be considered broadly as those being targeted at supporting individual firms and entrepreneurs and are often developed by local and regional government and agencies. Such policies are often aimed at assisting new and small firms to develop necessary skills, identifying opportunities and assemble resources. A strong and healthy business infrastructure (in terms of the supply of private sector support services, such as accountants, financiers, patent agents etc.) is also crucial for entrepreneurs. Public policies usually claim to seek to complement these private services by concentrating upon areas of market failure. Important local and regional policies include improving access to: advice and training; finance; technology; markets; physical infrastructure; and understanding and modifying the characteristics of the locality. 

In most developed and developing countries there are national, regional and/or local bodies which provide a range of training, information and advice to assist potential or existing entrepreneurs to improve learning, to develop their business skills and to assess and take opportunities. They regularly basic or advanced courses on issues such as taxation, regulations, business practices, opportunity identification, motivation and technical training, as well as business skills in areas such as bookkeeping, marketing or generating business or product ideas. As well as targeting support on ‘creative’ and ICT based businesses some regional agencies are seeking to provide their services via ICT. For example, the ‘Knowledge Web’ project of the public development agency Scottish Enterprise is a three year programme designed to make all business services from the organisation available over the internet. It is expected that this will make the organisation more effective and more open, accessible and accountable, through the use of ICT. Also it may provide opportunities for the organisation to sell its economic development services throughout the world.

More generally, other skills considered useful to entrepreneurship in any type of organisation, such as team-working, adaptability, presentation skills etc. and a more positive attitude towards entrepreneurship may also be explicitly developed within schools, colleges and universities. However, such educational programmes may have a high opportunity cost and some argue that it may be better for students to spend their time on basic numeracy and literacy skills instead, unless the entrepreneurship education is clearly used to develop and apply these basic skills.

Support for businesses also includes general business training, especially for those starting their first business, and information or advice services as mentioned above. The type and levels of support may vary according to the experience of the entrepreneur (Birley & Westhead, 1993) with less experienced entrepreneurs requiring more basic marketing and financial advice. For instance, following the passing of the North American Free Trade Agreement (NAFTA, P.L. 103-182), Section 507 of the implementing bill authorised States to establish assistance programmes to help unemployed workers train for self employment and to be paid a self employment allowance in-lieu of unemployment compensation. According to the OECD (1998) one figure quoted is that the total cost of all federal business support programmes in the US is $65 billion pa (close to 1 per cent of GDP). 

A second group of policies relates to access to finance (including equity and loans) for businesses. Difficulties SMEs obtaining finance due to a lack of a ‘track record’, economies of scale making costs of agreeing finance for relatively small amounts extremely high, or a higher perceived risk in investing in new or small firms have been widely documented. Hence, a number of policies to improve public and private sector finance from banks, venture capitals, business ‘angels’ and other finance have been developed as publicly funded well as grants and loans. For example in 1996 the SBA assisted 52,700 businesses with loans, to a value of $10.2 billion. Of these 19% were to minority businesses who often in the past had difficulty obtaining finance due to lack of track records, limited personal capital and discrimination. The European Union and others have helped part-funded venture capital funds to focus on small firms, such as their ‘Joint Venture Action’ programmes, often as part of a wider regional development strategy.

Third, it is not surprisingly, given the links between entrepreneurship, innovations, the growth of the knowledge economy and opportunities offered by new technologies, many government policies seek to improve access to and support for developing new technology. One set of policies has been to encourage the commercialising and disseminating research carried out in universities and government research establishments. Grants or other support to firms to develop new products or production processes have also been provided by agencies in many cases. Other policies have sought to improve technology transfer and access to information and advice on new technology, such as through the network of business innovation centres part funded by the European Commission and other agencies. 

Regions may increasingly be interdependent and integrated and become focal points for economic, technological, political and social organisation as the nation state is squeezed between accelerating globalisation and rising regional economic organisation (Florida 1995). There is likely to be an associated shift from focus emphasizing national competitiveness to ones which revolve around the concepts of economic and environmentally sustainable advantage at the regional as well as at the national, or global, scale. 

Fourth, product demand and access to markets is crucial for entrepreneurial firms. A number of studies have indicated that demand deficiency is the greatest hindrance to small firm growth. Smallbone (1992) found the most common problem facing firms after their first two-and-a-half years and the most common cause of failure was lack of demand. Many policies have been used to help firms increase sales such as training, marketing initiatives, forming joint or co-operative marketing bodies, improving means of joint bidding for large contracts, market intelligence, trade fairs, trade directories, and ‘marriage brooking’ services with foreign firms (for instance, the European Information Centre network). 

Fifth, the lack of physical infrastructure can significantly hinder entrepreneurs. Many local agencies have sought to improve access to information technology networks, such as wide bandwidth Internet. New ICT services and infrastructure are not evenly spread. This may be countered by local authorities insisting that all businesses in a town are connected to any new optic fibre or wiring system for the Internet. This already occurs in many US cities where business in any part of a city must be connected, to avoid those installing the new optic fibre systems only picking the most profitable locations to connect and ignoring more remote businesses. In rural areas ‘tele-cottages’ are sometimes provided where small firms can access ‘state of the art’ information technology connections for an hourly or daily charge. This is a way of providing small firms who could not afford their own information technology equipment and connections to effectively share costs and have access to the latest technology. As well as the availability of physical ICT infrastructure, recent OECD research suggests that the structure of pricing and cost levels of using the internet and telecommunication systems  influences the rate and level of adoption of the Internet and e-commerce.

However, the characteristics of peripheral regions or groups of people and their access to key sources of knowledge and use of that knowledge may still leave them economically marginal. For instance, empirically, Richardson and Gillespie (1996) found that the major communications infrastructure investment in the Scottish Highlands and Islands created some employment, but that this was mostly from inward investment seeking relatively skilled labour at low cost and not from indigenous firms. Hence current EU policies to improve information infrastructure may be a necessary but not a sufficient condition for economic development, especially in peripheral regions. 

The availability, flexibility, cost and letting terms of suitable premises or incubator units with access to ‘up-to-date’ soft- and hardware and specialist support is often cited as a problem, especially for new firms. Several local authorities in the UK have proposed setting up specialist ‘digital media’ centres to provide such support. Such physical centres (or ‘centres based upon virtual networks) have been suggested to help create some of the conditions for the development of inter-related industry links and ‘clusters’ of creative, design and ICT industries. In terms of basic property requirements of entrepreneurs, landlords demanding long leases may deter start-ups and prevent growing firms (as many new ICT related firms are)moving to more efficient premises. This is often because a new firm hoping to expand will not want to sign a 25 year lease for a property which may be large enough for it in the first few years, but not after it expands. Also a long lease increases the risks for the entrepreneur as if the business closes then they will often personally have to guarantee the lease for the remaining period. In addition, a number of Enterprise Zones were set up in the USA, UK and other countries. These were areas zoned for industrial and/or commercial development, usually with generous tax allowances or subsidies. 

Sixth, the characteristics of a local economy and the ‘embeddedness’ of entrepreneurship, ICT and other technologies in the local society and culture are important as is the local characteristics and industrial structure of a location. Campagni (1995) argues that while innovative milieux (i.e. wide synergies among local actors which give rise to fast innovation processes) are present in lagging regions in the EU, they are rare and present only in potential and not fully developed forms (due to lack of entrepreneurship or ‘backward’ social environment etc.). Direct and indirect (e.g. public procurement) policies, institutional factors and contrasting inter-firm links have all been important in the development of successful technological regions. However, greater research is required into the perceptions of policy makers concerning the characteristics of their areas, and how they can most appropriately assist its future development.
In parts of the US, Europe and East Asia certain regions and countries appear to have had an ‘entrepreneurial engine’, where there is a diversified economy with many firms at different stages of their life cycles (from birth to declining, or dying) and across a range of industries. In such areas, there appears to be a reallocation of resources such as entrepreneurial skill, skilled workers, market knowledge and networks from declining to growing firms within the same region (OECD, 1997b). The fermentation within the economy can help sustain it and avoid stagnation, particularly where demand for the products of industry as a whole are rising. One estimate (cited by OECD, 1998) is that some 380 clusters of firms in the US together produce 61 per cent of the country’s output.

The OECD (1998) claims that most clusters of firms, especially large or region-wide agglomerations, have occurred spontaneously rather than as an outcome of public policy. Although policy can consolidate or improve some of the benefits of existing or embryonic clusters by ensuring suitable institutional conditions, for example, by promoting the establishment of supplier associations and learning circles, and facilitating contacts among participants in the cluster.
 However, in some cases the governmental role has been ‘unintended’ or not explicit. These include defence spending supporting the development of the basic physical and human capital and other infrastructure an area (such as the M4 corridor in the UK, Hall et al., 1987, or Silicon Valley, Markusen et al. 1986), or the presence of Federal Food and Drug agencies located near Washington DC indirectly aiding the development of biotechnology firms there. 

Other factors that may support entrepreneurship in a location include the levels of scientific and technical expertise, business culture, successful role models, quality of life, access to government contracts and research and development activities in universities or public or private bodies, venture capital and other finance, access to technology transfer and access to markets as discussed above. A crucial constraint on many entrepreneurs is likely to remain the availability of skilled, well educated and experienced labour (with good education and retraining facilities). So the attractiveness of an area for bringing in and retaining labour and the development of the skills of the indigenous population are of great importance. A relatively high density of related firms (in terms of both sector and aspects of ICT usage) and population may also aid growth and development through agglomeration economies, although ICT will create new linkages between formerly unrelated sectors. On the other hand this may given certain entrepreneurs a competitive advantage and lead to widening disparities between regions and between groups (the ‘digital divide’ - US Dept of Commerce, 1999). Finally, ICT and ‘civic’ entrepreneurship may increase the efficiency and effectiveness of government and of inter-agency linkages.

5. 
Social and civic entrepreneurship

Entrepreneurship as a form of behaviour is not restricted to private businesses, but may include those working in the ‘third’ or public sectors (see for instance, Young, xe "Young"1983), nor is it necessarily focused upon an individual as there may be ‘collective’ entrepreneurship in the private of other sectors. Entrepreneurship may include non-traditional business structures such as Community businesses or co-operatives, or some public corporations. 

i) Social entrepreneurship

Leadbetterxe "Leadbetter" (1997) suggests: social entrepreneurs concentrate on social outputs, i.e. ones that promote health, welfare and well being; their core assets are forms of social capital (relationships, networks, trust and co-operation) which then give them access to other physical and financialxe "financial" resources; the organisations they operate in are not-for-profitxe "not-for-profit", i.e. do not have profit as their main aim and usually do not distribute their profits to their owners; they may have a variety of motivations XE "motivations" ; and often social entrepreneurs are seeking to regenerate particular communities. Hence their main differences from profit orientated entrepreneurs are their motivation XE "motivation"  and resulting aims, and also they should have a strong moral integrity underlying how they go about achieving their aims. 

Social entrepreneursxe "Social entrepreneurs" achieve their aims through realising innovative XE "innovative"  solutions to social problems; utilising under-used resources (e.g. people, premises, equipment) and improve service delivery; and be responsive to and meet identified community or client needs. By acting in these way social entrepreneurs can contribute to the efficiency of the economy as well as attaining more effectively their social goals.

ii) Community businesses

One form of business which seeks to incorporate social objectives is community businessxe "Community businesses" (sometimes called community enterprisesxe "community enterprises"). These are mainly focused upon the wider benefits to the wider community rather than to members (Hayton, et al, 1993; LAURA, 1990; Haughton, 1999). A main community benefit is often through providing local employment, while others include physical improvements to neighbourhoods, or social services to local residents etc. A community business can be defined as a trading organisation which is set up and controlled by the local community and which aims to create ultimately self-supporting jobs for local people. The profits of the business go towards creating further employment or providing local services or other schemes of community benefit. 

Their distinguishing features include thatxe "community businesses" are: that they trade their goods or services and so are businesses; their purpose is to provide economic, social or physical benefits for the community; they should be accountable to and controlled by people in the community; and profit is not the main objective. Usually they seek to operate with a profit in terms of income covering costs (otherwise it would need to find somebody to provide a continuous subsidy) but do not distribute this to the members or owners of the business. Experience, at least in Scotland, has been that most have not operated profitably and have relied on long-term subsidies from the public sector, perhaps indicating the need for more entrepreneurial management.

In terms of economic theory, the community business would seek to valuexe "value" the externalities it creates (such as extra job, or a more pleasant physical environmentxe "environment" in a run-down area) as major components of its benefits. So it may achieve a much lower financialxe "financial" return than, say, a private company, but this would be compensated for by taking account of the non-pecuniary social benefitsxe "social benefits". Hence a community business which only just breaks even in financial terms (without any return on its original capital) may still be worthwhile if other net benefits outweigh the opportunity cost of its resources. While the marginal private costsxe "private costs" may be lower than the marginal private benefitsxe "marginal private benefits" for the business, the marginal social benefits are greater than the marginal social costs. In such circumstances no private company would normally set up a business there in the long term expectation of only breaking-even in financial terms and without a return on capital.  Hence community business may set up in depressed neighbourhoods or sectors where other businesses would not. Of course, most community businessesxe "community businesses" will seek to obtain a higher return then break-even, subject to their other objectives. From a public policy perspective, the externalities resulting from support to any such business would be included in the decision on whether to offer any grants etc.

During the last two decades community businessesxe "community businesses" have undergone considerable change in many places, such as Scotland or USxe "US" inner city areas. In the past many community businesses have focused upon satisfying perceived social needs of the community, such as the desire for jobs in depressed communities or local services like a cafe, where these have often been unable to survive financially without public subsidy. After the closure of many such businesses later community businesses often focused upon creating financially viable (at least break-even) businesses so that they would not have to rely upon the uncertaintyxe "uncertainty" of public subsidy. Many of the community businesses failed partly due to lack of managementxe "management" expertise and limited markets. 

Other community businesses have moved on to trying to create a ‘community of interest’. In this approach, rather than locate a business (such as a childcare facility) in a poor neighbourhood where demand may be low, they would locate it in a more profitable locationxe "location" such as a city centre site. The benefits would go back to the poor neighbourhood in terms of the jobs in the facility going to local people and financialxe "financial" surpluses being spent for the benefit of the neighbourhood. The community business creates a coalition of interested groups such as parents, employers with staff needing childcare etc. There may, of course, be some conflicting interests between the various stakeholdersxe "stakeholders", with parents wanting cheaper care and the wanting better paid jobs etc. 

iii) Government - civic entrepreneurship

In the field of governmentxe "government" there has been a call for public sectorxe "public sector" employees and organisations to act in a more entrepreneurial way in order to deal more effectively with key issues, as resources are limited. Druckerxe "Drucker" (1992) has argued that in recent years one of the major growth areas for entrepreneurship has been in public bodies (especially local government such as municipalities). These include new ways of developing and implementing policies, making effective and innovative XE "innovative"  use of new technologies, and taking greater account of the impacts of government on entrepreneurship in the wider economy and society. 

Osborne and Gaeblerxe "Osborne and Gaebler"  (1992) have argued for greater ‘civic’ entrepreneurship at all levels of government with an emphasis upon new ways of doing things. This includes promoting competition among service providers, greater empowerment of citizens, concentrating upon outcomes rather than inputs, organisations being ‘goal driven’, and emphasising choice by service users, the preventing of emerging problems rather than dealing with the results of problems, and government acting as a catalyst. There is also an emphasis towards customer service and moves towards ‘best practice’ and benchmarking in service provision. The management system also moves towards a more strategic perspective, institutional flexibility, public-private co-operation and the use of performance measures and assessment to focus incentives on the civic priorities and to seek to ensure that programmes and strategies are effectively and efficiently implemented.

One result of this has been a shift in thinking about many governmentxe "government" functions from seeing the government as a provider of the services (e.g. employing people to collect refuse) to taking on an enabling role. Such an enabling role involves the government in setting performance standards and ensuring that the service is adequately and equitably supplied by private or non-profit organisations (usually following competitive tendering), and allows more entrepreneurial, opportunistic and demand led approaches to be taken. Crucial to civic entrepreneurship is the maintenance of high ethical standards and the integrity, efficiency, accountability and transparency of the institutions and the personnel involved and a framework or system of good and effective governance. Without these the scope for ineffectiveness and even abuse of power and corruption in a more entrepreneurial environment may be large.

In the UK the Department of Industry’s Competitiveness White Paper (December 1998) great play was made of the need for innovation and entrepreneurship in government including better joint working between public bodies as well as better services for SMMEs. It was also argued that “Success in the knowledge driven economy requires entrepreneurship form everybody in a position to innovate: in large and small firms, and in public, private and voluntary sectors” (DTI, 1998, 4.14).

There are limits to how entrepreneurial a governmentxe "government" or employees should be, and bureaucratic systems and organisations are often designed to try to withstand pressures from vested interests and despotism by the powerful. These advantages of bureaucracy need to be balanced against limits on more entrepreneurial actions. Also people’s perceptions of riskxe "risk" and of equity may vary between public and private services, with public bodies usually taking lower risk due to the fear of voter reaction if a risky venture fails. Public organisations usually need to deal with all citizens rather them targeting the most profitable, so opportunity taking may be limited. 

There are many examples of entrepreneurial and enabling approaches by the public sector in local economic development. For instance, in many cities and regions attempts have been made by various publicxe "government", private and ‘third-sectorxe "third-sector"‘ organisations to create partnerships to take opportunitiesxe "opportunities" in the area or specific industries or ‘clusters’ of industries. Many publicly funded local economic development agenciesxe "agencies" have been set up by government and other bodies to support new firm formation by giving advice, grants, information etc. such as the network of Trainingxe "Training" and Enterprise Councils in England and Wales (Local Enterprise Companies in Scotland). In the last decade, increasing effort has been made by many such agencies to play an ‘enabling’ role whereby services are provided by third parties and paid for by the agency. This means that the agency should keep a more strategic perspective rather than getting involved in the operational details of providing the service. For example government agencies have part-funded quasi-independent local Enterprise Trusts to provide advice to anyone wishing to set up in business. In summary, there have been considerable efforts made by government and ‘third-sector’ organisations to promote entrepreneurship in their own approaches to policy delivery in general and in local economic development in particular.

5. 
Conclusions

While the promotion of entrepreneurship has become major policy issue for government at all levels, what is meant by these terms has not been consistent. Five main overlapping perspectives upon entrepreneurship were considered, each offering a different approach to viewing entrepreneurship. These were entrepreneurship as: a particular role in the economy (such as innovation , risk-taking or utilisation of resources); being an owner-manager of a small business;  being a new business start-up; set of personal or sociological and psychological characteristics; and as a form of behaviour. Further there are many overlapping industries and concepts covered by the term ICT industries, such as knowledge, creative and e-commerce industries.  Each of these perspectives on entrepreneurship offers scope for different types of research. That they cover a number of different disciplines and basic assumptions may be a potential strength in helping to move towards a more ‘holistic’ view of the relationships between entrepreneurship, technology, time and space.

In terms of policies to directly support entrepreneurs so as to increase the number of businesses or aid the competitiveness and expansion of existing small firms. At the macro-level policies included the stability of the economy and regulations and tax structures related to entrepreneurship development and usage. At the local and regional level six main groups were considered: advice and training; finance; technology transfer disseminating research from universities and public and private research institutions; technology; markets; physical infrastructure (in terms of technical characteristics, cost structures and ability to effectively utilise the technology); and the characteristics of the locality including the basic and advanced levels of digital skills and literacy. It is therefore crucial that what is meant by entrepreneurship is stated explicitly in policies and how these inter-relate.

There remain many issues and questions. Will the rise of information technology and the knowledge industries eliminate geographic peripherality or disparities between groups in the population? The new information technologies and rising importance of  knowledge industries and occupations may reduce the geographic disadvantages with access to knowledge partly determining peripherality. What policies are likely to be most effective in bringing the benefits, and reducing the costs, of the rapidly changing ICT and knowledge industry developments? Finally, how can social enterpreneurship be developed so that marginalised parts of the community can be more effectively included in the economic and social wellbeing of society?
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Finally, intra-regional links, infrastructure and institutions are also important. Krugman (1991) argues that the concentration of economic activity in space is due to the increasing returns to scale in production. These are because of ‘spillovers’ from the pooled labour market,  relating to inputs from supplier industries etc., and information and technological factors within industries. Dynamic inter-industry clusters may also lead to agglomeration economies (Doeringer and Terkla 1995). The competitive pressures within a region are important and Porter (1990) argues that a demanding home market is crucial to the development of an industry, although the home market for different industries could be considered as the regional, national or EU. However, it is not simply the existence of certain industries, but also the networks of formal and informal relations between organisations that are important for regional growth (Mazzonis 1989) and for small business formation (McQuaid 1996). The question arises, if social, institutional and other networks are important between firms, do these networks and the factors influencing these networks vary systematically across space? Storper (1995) argues that the regional is the locus of  “untraded interdependencies” such as labour markets, public institutions and locally or nationally derived rules of action, customs, understanding and values (p. 205). Hence regional policies which support regional institutions may become more important. The national and EU budgetary constraints due to enlargement (discussed below) may put increased strain on such institutions.
Innovation 

The £5 million Knowledge Web project will transform Scottish Enterprise into an e-business at the forefront of on-line economic development, Deputy Minister for Enterprise and Lifelong Learning, Nicol Stephen said today. 

Knowledge Web, which has a first year budget of £5 million, is a three year programme designed to make all business services from Scottish Enterprise available over the internet by 2003. 

Speaking at the launch of the project in Glasgow, Mr Stephen said: 

"Knowledge Web will be the most comprehensive on-line business service ever seen in Scotland. 

"It will transform our main development agency, Scottish Enterprise into a global leader in the world of e-commerce. 

"This will be a root-and-branch transformation that will improve the way the whole Scottish Enterprise Network links with its customers and partners. Every local enterprise company will be involved. 

"We have got to move quickly to take advantage of the benefits that e-commerce will bring to Scotland's business community. 

"The Knowledge Web will make the whole enterprise network quicker, more effective, efficient and customer friendly. 

"The Scottish Executive recognises the central importance of e-commerce in the 21st century. We are determined to encourage more small businesses to get on-line.

"That's why we have funded this initiative. By transforming Scotland's largest economic development agency into an e-business we are leading the way by example. 

"The Knowledge Web project, along with the current review of the enterprise network, reinforces the Scottish Executive's commitment to making Scottish Enterprise more effective as well as more open, accountable and accessible."

BACKGROUND 

The vision of the Knowledge Web Project is 'to help Scottish Enterprise (SEn) become a leading economic communication of knowledge'.development agency, and more open, accessible and accountable, through the use and 

At its core the KWeb seeks to help SEn learn from, apply, share and interpret knowledge, through the provision of the infrastructure to support SE as a knowledge based organisation, and the development of financial and planning and reporting processes, linked to Internet technology. The KWeb will provide the platform for the Internet to become the natural medium through which we do business with SEn's partners and customers.

The project has two main elements in establishing SEn's e-commerce capability. First, culture and behaviour in how the agency shares, learns, applies and interprets knowledge. Secondly, creating the infrastructure - systems, processes and technology to support SEn as a knowledge organisation.
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