© SYMPHONYA Emerging Issues in Management, n. 3,20
symphonya.unimib.it

Entrepreneurship, Local Growth
and Global Markets

Giuseppe Cappiello

Abstract

The creation or start-up of new companies has b#en subject of extensive
discussion in recent years, both at a scientifid arpolitical level. The reason for this
lies primarily in the hope that new businesses eglitribute to local development and
employment.

The birth of new businesses concerns three dimesisithe subjective one, the
context in which the company was founded and thgegfic choices made.

These choices are particularly useful in understagdthat an organic, all-
encompassing design is required, especially ifabgl ecosystem is involvedit the
same time, it seems necessary for the State taplayabling role.
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1. Innovation and Entrepreneur ship

To be innovative and meet the challenges posed dmpetition and market
globalization (Brondoni, 2008), every firm or geaghical area must possess a strong
entrepreneurial cultute because, as widely argued from Schumpeter onwards
innovation and entrepreneurship are closely retated

Entrepreneurs are innovative because they introdue® models, seek new
resources, take the risk of exploring unchartedittey and create value by
transforming ideas into real goods and servicesoaedcoming the “knowledge filter”
(Audretsch, 2009) or anything else that preventsi@ws the economic exploitation of
new solutions.

o Audretsch uses the expression “knowledge filter” explain that
investment in research and human capital are nergsbut not enough to
create development and employment. The so-callexvigdge filter,
created either by public bureaucracy or the rousired big business, stands
between the generation of new ideas and their foangation into new
products or services ready for the market. Accaydimthe author, Europe
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“has no shortage of people trained in science ogiraering, and certainly

no shortage of educated, creative and serious mibdswhat happens if
companies do not take advantage of all this prepana this culture, this

research, this creativity, and in short, the newedkthroughs made by
individuals? Why should a large successful compamore its most

valuable asset, namely the ideas of intelligengative and talented
employees? The truth is they do so on purpose.”

Innovating does not necessarily mean inventing sloimg that was not there before,
like a technological solution, for example. It alseeans rethinking competitive
positioning and reorganizing business assets, pseseand market approaches in a
more efficient, more competitive manner.

So it is not difficult to accept the argument ththe entrepreneur is the main
innovator, as they are the economic actors whoifgua$ the ones who “discover”
(Kirzner, 1997) and “exploit” (Shane and Venkataaam2000) opportunities for
improvement that others often do not even see.

This explains why so much public funding and so yndocal, national and
supranational programs are channelled into supmpentrepreneurship, because the
entrepreneur is seen as a leading resource fordeetiopment and employment.

Starting, then, from the conviction that entrepresbip is essential to any given
region because it stimulates innovation and cormipetiess, this paper seeks to
contextualize the start-up of a new enterprisenire@osystem consisting of a plurality
of actors who constantly interact to create valélbntifying new opportunities.

Current scientific literature focuses particulaoly the figure of the entrepreneur in
any new business, whereas studies on innovatiemn afeglect the entrepreneur and
concentrate primarily on institutions and structuréAcs et al, 2014). The
entrepreneurial phenomenon, conversely, is systemd involves a wide range of
players. It is also never isolated from the enviment it engages with, and, more
importantly, it connects the local to the globaddhe present to the future.

In this sense, there are at least three dimengibttse entrepreneurial phenomenon
(Figure 1) that need to be analysed: the subjeciateire of entrepreneurship, the
context in which entrepreneurs and their businessesborn and grow, and the
strategic importance of established businessesthétimeed to keep an entrepreneurial
spirit alive.

Figure 1: New Firm Creation
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2. The Creation of New Enterprises

The interest in the creation processes of new bases has grown since the end of
the 1970s as a result of the technological, econand social changes that have
challenged the assumption that large enterpriseeshar only real drivers of economic
development.

As shown in an interesting reconstruction by Auslttht(2009), after World War 1l
large companies were responsible for an extraorgileap in economic growth. The
lives of many families, the layout of urban areasl,amore generally, the shape of
society itself was moulded by major enterprisesungp people automatically saw
themselves working in one of these companies irfuhee and fathers took this state
of affairs for granted. Thanks to the efficiencytbé scientific production system, for
example, in twenty years Ford had succeeded inrlogi¢he price of its standard Ford
T model to less than $300 and workers, who earied @ay, could actually buy the
car they had helped build.

It then became clear that the rise of these ensexprbased on the use of capital,
generated a more affluent social class and largke®onsumption, even if in the long-
term this would lead to ‘jobless growth’. In orderremain competitive in markets that
were widening on both a multinational and a globedle, large companies had to
minimize staff costs by moving to locations whereduction was cheaper. At the
same time, these enterprises, despite having higlsearch budgets, found it difficult
to take advantage of innovations and new markebppities as internal routines had
become over complex and inflexible. This led touwige in new and innovative
ventures that were seen by scholars and policy masean opportunity to introduce
radical changes. In the 1990s America's quick i@adb a crisis that threatened its
world leadership was also thanks to the developmokan ‘entrepreneurial society’.

The increasing attention paid by scholars to thenpmenon of new businesses was
mirrored by an increase in the number of new en¢regurial training programs. In
1970 in the United States only 16 business schawfered a course on
entrepreneurship. In 1995, the courses had growabtut 440 and more than 50
universities provided at least 4 courses on thpgcto

Entrepreneurial dynamics are especially relevatiéocapacity of new businesses to
create jobs and in recent decades in the Unitaeé<Stirms that are less than a year old
have created an average of 1.5 million jobs (Kawfnk@undation, 2014). More
generally, small businesses contribute signifigatdl the net balance of jobs created
and this has given rise to an inverse relationdlefpveen the size of businesses and
new jobs. New businesses tend to hire younger people liyeviof their higher risk
tolerance and the availability of specific skik®y regions with a higher percentage of
forward-thinking young people can also count omrgér number of innovative start-
ups (Ouimet & Zarutskie, 2014).

For various reasons that can be traced back iarkigh poverty or backwardness, or
more recently to substantial state and bank intgiwe, Italy has always been
characterized by widespread entrepreneurship, gvie vast number of companies
have traditionally remained small affairs apartniroa few large family-based
industries. Amatori (1980) classified Italian epheneurs into three categories:
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“private”, “supported” and “public”. The first gr@uare traditional entrepreneurs, the
second have entered business after being fundéhirdyparties (often public policies
and financial incentives), whereas the third catg@oe entrepreneurs, who have been
set up directly by the state itself.

A more recent study on the roots of Italian catal (Toninelli & Vasta, 2010),
focused on the period between the unification afyltand the so-called ‘economic
miracle’ after World War 1l, provides an identikdf the figures who created the
entrepreneurial fabric of Italy at this time. Themre people with an above average
education, business experience based mainly onyfaatations and real international
market opportunities. Despite these advantagedettg of innovation was generally
poor, partly due to non-technical-scientific stiedand a lack of versatility caused by
many factors, like national welfare policies thagakened entrepreneur's appetite for
risk and distanced their choices from the market.

At the same time, we cannot forget the countlessess stories that have made Italy
famous and the brilliance of lots entrepreneurs Wwave become sector leaders and
exported their products all over the world. The sastrue of the business models of a
number of Italian industrial districts (Becatti@Q04) that have been widely observed
internationally. These are important here, on antofithe influence they have on the
subjective element of entrepreneurship throughtiosiship networks and shared
visions and values.

The latest Global Entrepreneurship Monitor rep@EM 2014), a major research
program involving approximately 200,000 people #1countries from all around the
world, puts Italy in last place in terms of Innaeat Drive, with a rate of total new
entrepreneurship (TEA, Total Early-Stage Entrepuestap Activity) of 4.4% among
the adult population compared to 13.8% in the WhB¢ates. This is undoubtedly the
result of problems related to bureaucracy, theststem and the slow pace of justice
that, for many years, have prevented the undoubdéehtial that exists in Italy from
being fully exploited.

o GEM refers to “Innovation-Driven” countries wher@ompanies are
founded on knowledge and the service sector ishhidéveloped. These
are distinguished from “factor driven” countries wbe production is
based on agriculture and natural resources thatndb require a qualified
workforce and “efficiency driven” countries with pg@al intensive
industrialization that exploits economies of scale.

From a personal profile point of view, current epteneurs are very different from
their predecessors. 24% of the 90,200 new compaetesp in Italy in the first half of
2014 were founded by the under 30 age group, vehiiether 17% were founded by
the 30 to 35 age group. These young people (60%smahd 40% females, 48%
graduates and 22% with a secondary school edugdtianded small enterprises that
have few resources but boast a strong propensityagplying new technology and
social networks to trade and business servicesubec#heir founders are digital
natives.
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The arguments in favour of new enterprises ance#sy enthusiasm aroused by the
various events organized to promote entreprenquisave led the world's political
classes to see entrepreneurs as a solution fossiece but this attitude has been
criticised. A Forbes magazine article provocativelytitted “Seven Reasons Why
Startups Will Not Save the Economy”, for examplearms against this “Start-up-
mania” and invites us to shun short-term recipetawour of long-term perspectives
that support not only the foundation of enterprideg also their growth and the way
they target their investments.

3. The Subjective Dimension

In early studies on entrepreneurship a consideedivet was made to reach a precise
definition of the figure of the entrepreneur andidentify what differentiates an
entrepreneur from a non-entrepreneur. The resudt thva construction of a kind of
genetic predisposition and the idea that certaopleeare ‘born entrepreneurs’. From
the meta-analysis carried out by Rauch and Fré&¥@/j2on existing studies, a positive,
albeit moderate, relationship emerges between icegarsonality traits of the
“business owner” and the creation and successeaif émterprise. This line of study,
which is grouped in the so-called “trait theory&egs to prove that entrepreneurs have
specific characteristics and three in particulastrang desire for self-realization (need
for achievement), the need to feel in control (bai control) and a propensity for
risk-taking.

According to McClelland (1965), the desire for gellization stretches certain
people as they set themselves ambitious targetsaendhen strongly motivated to
reach them. These characters are generally notl aff@vercoming obstacles as these
targets often exist simply to be reached and noary tangible benefit.

The locus of control construct refers to the dedeeghich a person believes that
they are in control of the outcome of events inrthees, rather than external forces
beyond their control (Rotter, 1966). People witheatternal locus of control believe
that they are unlikely to control events in théres and that whatever happens can be
attributed to external circumstances, that are peddent and uncontrollable.
Conversely, people with an internal locus of cdnfeel that they are masters of their
own fate, because they determine it with their @kiis and commitment. Miller and
Toulouse (1986) suggest that entrepreneurs witi@nnal locus of control achieve
higher levels of performance, especially when djgggan dynamic environments.

Lastly, propensity for risk-taking defines a persaendency to take or avoid a risky
situation in order to gain an advantage.

A number of other traits can be added to thesesthrain qualities, such as an ability
to handle uncertainty, a capacity to adapt, medshyethe speed of decision-making,
and a willingness to learn from mistakes and &&diefs and assumptions.

Despite their popularity, other studies of entrepteship have ignored these
personal qualities and sought to explain entrepngg@lesuccess by focusing on the
‘situation’ in which the aspiring entrepreneur bha®perate.
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Both these approaches, however, have been widilgised as this issue is far too
complex for these factors to be separated. Atterggt analyse how they interact, on
the other hand, is an approach that is much mkeéylto give us a real insight into the
ramifications of a business start-up. These interac¢heories state that both ‘genetic
and environmental factors contribute to the fororatof an entrepreneurial profile.’
They take into account both the endogenous vasablethe aspiring entrepreneur
(gender and age) and the exogenous variables gouieeixperience, social, cultural and
economic trends, parental models and historical @itural traditions). In the first
variable, gender has a strong impact on the decigobecome an entrepreneur, as
numerous studies show that males have a greatpemsily to become entrepreneurs
(even if this trend is decreasing). The secondabdgi on the other hand, demonstrate
the important role that business relationship fatdrs play in terms of the
entrepreneur and the surrounding actors and bisseresronment.

Recent literature tends to use a multidimensiongr@ach that includes both
antecedent factors such as personality traits,|yaanid education levels, as well as the
influence of external organizations, geographioahtion and available capital. In any
case, the tendency is usually to focus on the iddal character of a start-up and to
leave existing businesses in the background, wifideussing alternately on
entrepreneurial orientation or orientation to tharket. In a later section we will
attempt to reconcile these two orientations.

Gartner (1988), however, believes that the “Whthes entrepreneur?” is the wrong
guestion and disputes any approach that idengintiepreneurship with the traits and
behaviour of the entrepreneur, as entrepreneurnshipnly the act of creating an
organization that was not there before.

4. The Context Factor

Another perspective of entrepreneurship analysexsdo the environment in which
innovative ideas appear and develop into an enserpfutio et al 2014).

Existing legislation, for example, has a powerftieet on the rate of start-ups. In
some countries, for example, bankruptcy legislat®tess detrimental to those who
have a past history of business failure, as theycaltures that do not regard failure as
an unrecoverable defeat. Similarly, the costs and for starting businesses vary from
state to state, and this certainly affects decssafrwhere to locate a new business.

Companies are not solitary ventures either, asetivdso decide to embark on an
entrepreneurial path need support structures espeat start-up and consolidation.

These needs can usually be split into two typepitadaand know-how. As far as
capital is concerned, Italy is known to be a copntith an undeveloped market for
venture capital, but interestingly, the number wo$titutions offering this kind of
service is currently growing.

Know-how, on the other hand, is a very differesuss, as the crisis that the country's
largest manufacturing enterprises are currentlyetgming has highlighted the strategic
importance of this resource. In addition to trawhitil training providers and other
operators who are attempting to promote a cultdirenerepreneurship, collaboration
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and exchange of knowledge between different orgdioizs oriented to innovation is

mainly driven by geographical proximity. Therefosce the 1980s, attempts have
been made to reproduce the strategic advantagaeximity. Science parks (PST) are
an example of this. A PST is a physical site desigand operated to facilitate the
transfer of technology between companies, univessitand research centres.
Depending on the space and equipment availablesetlparks often hosts new
businesses or spin-offs from existing ones as waglloffering value-added services
such as research and development, training, teabndlrokerage and marketing.

In Italy these science parks have been operatmge ghe 1990s, thanks in particular
to income from the Ministry of University and Scidic Research and contributions
from the European Union. They are usually set upcassortia or joint-stock
companies, but they exist in other legal formats. t&t the moment the Italian
Association of Science Parks and Technology, tigaroration created to support and
represent these initiatives, has 27 members opgr#troughout Italy, but mainly in
the North.

Business incubators, on the other hand, are ortheomost common tools used to
accompany attempts to create new businesses. Frdmoaological perspective, we
have identified four key stages in the evolutiorthedse structures in Europe. The first
incubators, that were a kind of embryo of the aurfacilities, can be found at the end
of the 1970s and were created from the ongoingstoamation of traditional industry
and the growing importance of information and comioation technology. In the
1980s the number of projects and public fundingvgsegnificantly as incubators were
seen as an economic policy instrument and a stsrfoluentrepreneurial initiative and
job creation. In the 1990s there was a degree ediajisation in terms of both sector
and technological domains due to the spread ofnméition technology. Since the year
2000, large private companies have begun investijuity capital in the establishment
of incubators and accelerators.

A study sponsored by the Bank of Italy, indicatesttin line with European data,
about two thirds of Italian incubators are public

The relationship between the entrepreneur andoited brea is, therefore, not a one-
sided affair, as new enterprises contribute todaneslopment of their location in terms
of employment growth, increased affluence and nesfepential relations with other
territories. For example, a company that opensbasidiary in a different area creates
new corridors of understanding between the twotteres. At the same time, the local
area helps sustain new enterprises by providirig tmvn resources.

The concept of social capital (Coleman, 1988) ih@es the best definition of this
stock of relationships that may be strong or we@kafiovetter, 1973) and which
influences the development of entrepreneurshipiamalvation in three different ways
(Bondoni, 2014; Lambin 2014). These include prawgnformation, creating business
opportunities by enhancing mutual confidence amtlicig transaction costs, and
sharing values and standards (Presutti, Boari, 20Ye importance of this kind of
relational capital is demonstrated by the emergericentire start-up cities, where a
series of entrepreneurs have chosen the samedodaticause it is easier to meet
investors and fellow entrepreneurs, share knowlegk develop corporate alliances
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(Brondoni, 2011). Silicon Valley is perhaps the tbesample of entrepreneurs and
innovators coming together, in this case, in te&lfof digital and ICT technology.

5. Strategic Entrepreneur ship

The third perspective to analyse regards entreprshg in organisations that
already exist because entrepreneurial orientati@racterizes new venture as far as
wealthy a consolidated firms (Lumpkin and Dess,6)99he television industry, for
example, shows how new successful businesses caedted from existing successful
enterprises, such as, in this case, radio (AroraGambardella A. and S. Klepper,
2005). In fact, new enterprises are often develofredn existing ones or by
diversifying successful solutions into contiguoestsrs. A classic example of this are
the spin-offs often launched by a group of capabiployees.

Similarly, an important driver for the creationréw enterprises or the revitalization
of existing ones is the public research system. é&s@mple, researchers operating
downstream from a search path in which marketailevations have emerged, may
decide to create an enterprise affiliated to theheroinstitution or embark on an
entrepreneurial experience in partnership with igthe

This leap into entrepreneurship may be driven hyoua requirements, such as the
need for greater flexibility and autonomy than tbHiered by a university, a desire for
greater social recognition, the need to monitoultssmore effectively, formally
involve graduate students or recent graduates, @ahter economic resources to
ensure the project continues to grow or to stabiledations with a company that has
complementary means (laboratories, patents, espesic.).

The birth rate of spin-offs from research variegatlly between universities and
countries on account of both national and individuaiversity legislation, and the
culture that characterizes the specific organimadioterritory in which the enterprise is
located. In Italy 1,144 spin-off companies wereorded as of December 31, 2014 (XII
Netval Report, 2015).

These two trajectories of new companies that emkeoge existing ones or start-ups
that are rooted in public research, indicate tihat boundaries between marketing
strategies (a market-driven approach) and entrepreal orientation (a market-driving
approach, Jaworsky, Kohli and Sahay 2000) are diterred. In situations where an
established market already exists or needs to defined, (think, for example, of the
tablet as a breaking innovation in the electromesket), a new ‘end user’ or new uses
for existing products has to be established. Thesms that the company must create
discontinuities along its value chain or changebiisiness model. In these cases, a
typical entrepreneur will want to introduce newvsegs or new distribution channels
and sometimes the most effective way to do this tt&yo found new businesses or
acquire start-ups instead of investing heavilyasearch and development (exogenous
growth).
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6. Conclusions

In this work new venture creation has been analyfedn three different
perspectives: the character of the entrepreneeiigdhtext in which the new business is
created and strategic orientation in existing camg® The results have highlighted
the fact that new business paths are necessarilyated within a network of
relationships between various parties, public, gggvor hybrid that make up the so-
called ecosystem of start-ups.

In a recent article addressed to the scientific @rodessional community, the author
posed the question “Why Marketers Should Study ieubblicy” (Stewart 2015) and
called for “deeper and richer analyses of publiicgoissues by marketers” because
“marketing disciplines can contribute much to the&cdssion by addressing the “why”
qguestion in depth ... and by identifying the comfleof behaviour in markets, the
underlying goals that drive behaviour, the alteuest for achieving these goals, and
the likely acceptance or rejection of such altewest (id.). Entrepreneurship lends
itself well to this type of study because regulgtthis area would have a significant
effect on the behaviour of those involved and thask has identified three possible
routes.

In conclusion, then, one additional consideraticeeds to be made regarding
government policy. Mazzucato in 2013 showed thsitgaificant part of certain types
of innovation, such as important IPhone componentbiomedical products, are no
longer the result of private research. At presdhbugh, the State's role in
entrepreneurship is confined to overcoming mar&itifes, whereas, perhaps it should
also be looking not only at areas where there igatorn on investment by private
individuals. At the same time, though, the Statesdplay an essential role in
sustaining applications which then become proféafolr individuals. This situation
suggests that the State could be another examgleti@preneurship in the sense that it
can help bear the risks involved in making certawoices, and help identify which
areas to invest in, just as a private entreprem@uld. Certainly, for any innovative
start-up, an Entrepreneurial State, with clear aedure rules, would be a great
travelling mate.
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Notes

1 Attributes, mindset, behavior, values (Brownsdil 3.

2 By favoring a general equilibrium analysis withstatic concept and perfect competition, economic
theory has completely overlooked the entreprenadrtherefore furnished an extremely simplified, and
even reductive view of enterprises. Neoclassicaomy claims that technological knowledge is
exogenous to the company, and therefore a produddictor that requires no specific skills as it is
available to everyone. In other words, the compangeen as a technical production center in which
optimization decisions are taken, but no one knbaws. More accurately, it is seen as a kind of “klac
box” (Rosemberg, 1982) in which the efficiency ofoguction functions is determined by the
technological knowledge available. In this scenahi® entrepreneur becomes only a kind of technical
controller as there is no uncertainty or risk.

Evidently, this approach has several limitatiortsstsng from the fact that knowledge is treatecelik
information and therefore all aspects of the traimsh and interpretation of this information ane th
learning and accumulation processes needed tofdramshis knowledge into skills are ignored. Since
this information is available to all, there arecat® incentives for the company to innovate or icheitee
moments of competitive advantage linked to the ggsien of exclusive skills.

The work “Essay Sur La Nature Du Commerce En Gé&heéritten in 1730 reputedly by Cantillon and
published in France in 1755 was the first to ugetdim “entrepreneur” to identify a person who bear
the risk of buying a certain basket of goods feate, perhaps in another place and at an uncentaig
Many years later, Schumpeter (1942) broke defialiivwith the tradition of economic theory by
introducing the concept of “creative destructiothat explains how innovative companies are always
trying to find new market space where a temporaopopoly can generate extra profits.

3 This figure often quoted by the press or in pcditidebate, should be treated with caution and
correlated to the age of the enterprise in quegtitaitiwanger et al, 2013).

4 Survey Unioncamere 2014

5 http://www.bancaditalia.it/pubblicazioni/altri-attonvegni/2014-innovazione-italia/Aimone-Gigio-
Mancini.pdf

Edited by: ISTEI -University of Milan-Bicocca ISSN: 1593-0319
18



