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	Essay: Part 2

	A) Provide a critical discussion explaining how the selected entrepreneur has identified enterprise opportunities which have led to economic and/ or social change for a region. Within your discussion you should draw from literature relating to the impact of entrepreneurship on economic development. 

B) Create a PowerPoint presentation of up to 10 minutes length that presents the findings of Part A of this assessment.    


Numerous governmental bodies believe that entrepreneurship certainly stimulates economic development and employment (Carree & Thurik, 2003). Indeed, Audretsch et al (2002 as cited in Thurik & Wennekers, 2004: 142) state that if there are not enough entrepreneurial opportunities in the market, this fact will have a negative impact on economic growth. The beneficial and strong connection between entrepreneurship and economic development has recently been validated through various ‘units of observation’ including the creation of business, region and state. This essay is divided into two main parts. The first section will examine relevant theories referring to the impact of entrepreneurship on economic development in general. The second part will describe how the author of this paper has determined his company’s (Javo Consultancy Ltd) opportunities which have resulted in economic and social change in the Greater London region. In conclusion, the essay will link the main points and arguments together and provide a summary.
Impact of entrepreneurship on economic development

Economic growth is the process of structural change leading towards a contemporary and highly developed economy built on producing goods and offering services. This transformation includes both ‘qualitative and quantitative changes’, the former affecting the nature of economic activities and the latter having on an impact on the effectiveness and output per worker. In other words, when these changes lead to positive social welfare, this is considered as economic growth. From this concept, entrepreneurship can certainly promote economic growth and is described as significant for generating employment opportunities, reducing ‘fiscal burden’ and fostering competition (Wim, 2008: 18). Whereas creating a new venture through choice is considered as being beneficial to economic growth, it is possible that ‘necessity entrepreneurship’ may not result in such growth (Acs, 2006
: 98).                       
Furthermore, Chenery & Srinivasan (1988 as cited in Acs, 2006: 99) claim that there are three key stages of economic development: 1) the economy focuses on the production of agricultural goods and ‘small-scale manufacturing’; 2) the economy moves from ‘small-scale production toward bulk manufacturing’ and 3) the economy moves away from producing goods toward offering services. Sole traders perhaps represent the majority of small ‘manufacturing and service’ companies. The reduction of self-employment rates has been identified in the second stage. When the economy improves, entrepreneurial action will lower accordingly (Kuzents 1966 as cited in Acs, 2006). When people have dissimilar abilities as managers, an economy will develop in which middle sized companies can grow because more capable members of management will oversee these firms; however less able managers may seek employment and earn their wages elsewhere. In this concept of economic growth, a rise of the ‘capital stock’ by private companies, ‘foreign direct investment’ or state ownership will increase the likelihood of going back to the employment rather than entrepreneurship. In this case, the connection between entrepreneurship and economic growth would not be positive. Basically, there should be a reduction of the number of individuals who establish new businesses as the economy improves. This trend can be further explained by the following reasons: 1) developments in ‘economic infrastructure’, for example ‘transportation and telecommunications’ reduce the cost of delivering ‘goods and services’ across regions and 2) considering that there are ‘economies of scale’ up to a certain degree, improved ‘distribution systems’ allow companies to run bigger ‘production units’ which are able to supply goods and services to bigger markets (Acs, 2006: 99). 
In this third stage, an increase in entrepreneurship can be seen for the following three reasons: 1) the proportion of manufacturing is lowered in the economy and ‘service firms’ offer better opportunities for entrepreneurship; 2) advanced information technologies, for example: telecommunications can raise the likelihood of people considering going back to entrepreneurship (Jorgenson 2001 as cited in Acs, 2006: 100); 3) Robert Lucas proposes a model in which rapid growth results in an increased average size of company due to the connection between the ‘elasticity of factor substitution and firm size’. A greater degree of economic development, in other words, higher number of entrepreneurs and smaller businesses, should be anticipated because of the increased rates of the ’aggregate elasticity of substitution’ (Aquilina et al 2006 as cited in Acs, 2006: 100). On the one hand, during the first or second stage of economic growth, entrepreneurial action would not be positively associated with economic development because many individuals would be attempting to shift from entrepreneurship to employment. On the other hand, in a ‘developed economy’ entrepreneurial action would be positively linked with economic growth because individuals move from employment to entrepreneurship (Acs, 2006: 100
). 

Similarly, Audretsch and Thurik (2004 as cited in Carree & Thurik 2005: 5) recognize three factors in which ‘entrepreneurial capital’ has an impact on economic development. The first is through creating ‘knowledge spillovers’. Romer et al (1986 as cited in Carree & Thurik 2005: 5) state that these spillovers are significant instruments which stimulate development. During this process, ‘knowledge workers’ can leave the company or any institution of higher education to establish a new business, so the ‘knowledge production function’ is moved elsewhere. Knowledge from outside is incorporated in the company and in the employee; it is developed internally when the person shares the benefit of his or her knowledge and performs acts of innovation. Therefore, entrepreneurship acts as a process in which knowledge is broadened, spread and ‘commercialised’. The second factor is through entrepreneurial capital promoting economic development through increasing the amount of businesses and rivalry. Stronger competition among businesses helps new enterprises to get into the market and also assists those which focus on a specific area, niche product or service. The third is through entrepreneurial capital producing ‘economic output’, creating and maintaining a diverse workforce (Cohen & Klepper 1992 as cited in Carree & Thurik 2005). This capital also attracts more businesses to establish themselves in a particular area. It is argued that the level of workforce diversity in comparison to ‘homogeneity’ will affect the development of a specific area too. Jacobs (1969 as cited in Carree & Thurik 2005: 6) formulates a concept highlighting the function of the ‘geographic environment’ in broadening ‘knowledge externalities’ which result in creative actions and economic development. In this case, entrepreneurial capital can be useful for economic growth by creating workforce diversity and being used as a tool for knowledge spillovers, resulting in greater rivalry. The economics of entrepreneurship are typically reliant on this third factor of entrepreneurial capital (Carree & Thurik 2005: 6-7
).                 
Regional development and the author’s business opportunities
As suggested by the author of this paper, the assessment of the relationship between his business (Javo Consultancy Ltd) opportunities and economic growth in the area enables him to concentrate more on the interaction between various components which affect or encourage establishment of a new company in the Greater London region. The term region is closely linked with the oversight of policies of bodies promoting economic growth, ‘social cohesion’ and environmental maintenance. In this respect, the administrative factor of this region and its bodies is especially significant. Generally, a region may be described in terms of ‘physical, human and functional’ attributes. It should be noted that the classification of the Greater London region shows an understanding of its various ‘economic and social compositions’, participation of ‘stakeholders’, formation and accessibility of a variety of opportunities all controlled by administrators and entrepreneurs. The good blend of the usefulness and performance of the Greater London region, particularly governmental and societal planning, including the right combination of appropriate bodies, assists the economic development. The regional environment had an impact on the predisposition to start my own business there (Mitra, 2013: 268-270
). 

In particular, new business ventures including Javo Consultancy Ltd (the author’s own company) have assisted to generate more jobs both internally and externally, for instance, in ‘incumbent firms’ which have been forced to seek development opportunities evolving from fresh competition (Fritsch & Muller 2004 as cited in Mitra, 2013: 271). These companies have stimulated ‘employment growth’ in the following ways by: 1) strengthening and increasing the level of productivity (Baumol et al 1988 as cited in Mitra, 2013); 2) increasing the speed of ‘structural change’; 3) encouraging ‘innovation’ (Geroski 1995 as cited in Mitra, 2013: 271) and introducing 4) different types of products, services and ‘problem-solving’ skills (Mitra, 2013: 271). In this positive environment, entrepreneurial activity, people’s conduct and their ways of operating have complied with administrative requirements because of mutual understanding between the two parties. Minniti and Bygrave (1999 as cited in Mitra, 2013: 273) define this fact as the ‘regional institutional memory’ which 1) establishes the section of the heritage of Greater London region; 2) offers a general idea which assists me to appreciate specific features of the region; 3) contributes to the persistence and development of its ‘regional culture’ and 4) provides ‘path dependency’ in order for me to develop a trust in regional ‘norms and practices’. This region creates a ‘distinctive memory’ via different entrepreneurial activities, the heritage of companies and the historical ‘institutional arrangements’. These generate ‘regional specific resources’ which entrepreneurs must fit in with and utilise to produce new goods and offer new services (Mitra, 2013: 276
). 
Turning to the social change in the Greater London region, the demands, programs, abilities and skills built in the ‘process of socialization’ have developed through collaborative learning, ‘inter-firm linkages’ and the allocation of various resources which stimulated regional specific activities. Knowledge spillovers, ‘inter-firm relationships’, usage of ‘shared resources’, an extensively evolved regional ‘skills base’ and the development of this region by means of ‘tacit to explicit knowledge’ sharing are common attributes of a ‘regional cluster’. These characteristics have become the grounds for societal and ‘economic connectivity’ which underpin the companies’ operations in this region. Enright (1998: 337 as cited in Mitra, 2013: 280) states that a cluster can be understood as a number of businesses in the same field or in the similar sector which are geographically close to one another. A cluster brings the benefits of the process of ‘agglomeration’. Companies form into one cluster due to particular advantages locally. Ellison et al (2010 as cited in Mitra, 2013: 280) propose that agglomeration takes place on the following grounds: 1) ‘customer-supplier proximity’ - companies operate in the same area in order to reduce expenditure of obtaining resources and delivering them to clients; 2) ‘labour market pooling’ - companies co-operate because they want to benefit from economies of scale linked with the massive ‘labour supply’ in the Greater London region. This big ‘labour market’ creates a means for ‘risk-sharing’; 3) ‘intellectual or technological spillovers’ which include greater degrees of ‘information exchange’ (Saxeninan 1996 as cited in Mitra, 2013: 280); the metropolitan concentration of sectors which invest highly in ‘human-capital’ (Glaser & Kahn 2001 as cited in Mitra, 2013: 280); ‘benefits of networking’ (Arzaghi & Henderson 2008 as cited in Mitra, 2013:  280); mutual bonds between customers and suppliers (Scherer 1984 as cited in Mitra, 2013) and employee turnover among companies and 4) benefits of possessing ‘natural resources’. Clusters do not come into existence except by great efforts from all groups of people concerned. From one point of view, Birley et al (1991 as cited in Mitra, 2013: 281) argue that entrepreneurs must put a lot of effort into strengthening bonds, convincing and training staff, negotiating and communicating with both employees and customers to build and keep their trust. Entrepreneurs’ dedication to ‘clustering’ is based on their approaches toward interaction with others and their understanding of ‘benefits of clustering’. From another standpoint, the development of a ‘knowledge economy’ broadens knowledge spillovers in the Greater London region and utilises a ‘knowledge base’ and skills, which encourages economic growth.                  

In conclusion, entrepreneurship is clearly a significant element for economic growth. In this paper, I have examined the entrepreneurial activities from an economic perspective and explained how entrepreneurship may affect economic development (Wim, 2008). This is a very comprehensive and difficult topic which involves various parties. Entrepreneurship helps to create new insights and set up new businesses from the interaction with a variety of groups of organisations and individuals. It determines and takes advantage of the opportunities available in this process of mutual interaction, and strengthens and maintains the connections between them. Entrepreneurs design the means to gain value from these ‘economic, societal, cultural and personal’ relationships. Even though there may be some components which negatively influence economic development, (for example necessity entrepreneurship), this can be managed with the right instruments in place due to the controls at the regional level. Hence, there is and always will be further opportunities to discuss the ways which the Greater London region and all parties involved should follow and this will have a significant impact on their growth and surroundings (Mitra, 2013: 291).                      
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