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CHAPTER 1.

Introduction
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1. Introduction
1.1 Motivation
The notion of growth, both economic growth and population growth, continues to
dominate in research and policy. A growing population is strongly associated with
economic growth: classic economic theory explains that as long as more people can be
employed, production will also grow – given that labour is one of the major inputs of
production. The rate of population growth, however is slowing down in most developed
countries. The world population has increased by nearly 13 per cent in the first decade
of the 21st century, while Europe only grew about 1.5 per cent over the same period
(UN, 2013). Population decline is now a reality for most countries in the EU. Even those
countries with overall growth have regions already experiencing population decline,
requiring a different approach. There are three main causes of regional population
decline: low fertility rates, out-migration and ageing (Mai and Bucher, 2005). These
three processes of decline are linked very closely: an ageing population can in itself
cause regional population decline, as ageing leads to fewer births and more deaths
(Verwest, 2011). The process of ageing is the result of selective outmigration of young
people and families, low inflow of migrants and a low birth rate, which in its turn causes
population decline (De Jong and Van Duin, 2011). Natural population growth, the
number of births minus the number of deaths, has been the traditional cause of
population growth until well into the 20th century (van Steen and Pellenbarg, 2006;
NIDI, 2009). Within Europe, the Netherlands was unique in its long continued growth
due to natural population growth after the second world war, but has now stabilized in
the last 30 years at a fertility rate below the replacement level (NIDI, 2009).
Population decline is a complex issue with many social and economic implications;
with mainly young people leaving, fewer children are born and the ageing population
is left with fewer employment opportunities, and fewer retail and care facilities
(Haartsen and Venhorst, 2010). Social expenditure is put under strain because of a
shrinking labour force and declining purchasing power, a direct consequence of young
people migrating out. This process makes it difficult for small communities to maintain
3

adequate infrastructure, educational and medical facilities and other public services,
which in turn can make it difficult to attract new immigrants or prevent current
residents from relocating (Fésüs et al., 2008; Haartsen and Venhorst, 2010; Mai and
Bucher, 2005; Polèse and Shearmur, 2006; Simmie and Martin, 2010), thereby
creating a negative spiral. Furthermore, social ties are disrupted by continuous outmigration, causing a decrease in support systems and social capital, which can have
detrimental effects on liveability. At the same time, population decline strengthens the
effect of population ageing. People are getting older, but also, people are getting older
in greater numbers. Ageing is the most imperative example of selective population
decline. It causes a relative decline in the population of working-age and the labour
force will consist of more and more older people (Börsch-Supan, 2002). The potential
labour force is expected to continue to decrease in the future (OECD, 2013).
Population decline can thus, depending on the intensity, constitute a deeply rooted
problem. It can, however, also be interpreted as a positive development as population
decline could relieve congestion, improve environmental quality or reduce noise
pollution (van Dalen and Henkens, 2011). It is still unclear what this new trend means
for our society and economy, what the possible consequences are and how we should
deal with this. Population decline and ageing are noticeable trends in several Dutch
regions. Although decline in the Netherlands has not yet taken on dramatic proportions
as it has elsewhere in Europe (Barca, 2009; European Commission, 2010), the change
is structural and incremental and there is a challenge in keeping these declining regions
viable in the future (SER, 2011). In order to deal with the consequences of demographic
change, we turn to entrepreneurship as an adaptation mechanism. Entrepreneurship
can play an important part in keeping these regions viable, both in economic and in
social terms. This thesis looks into the connection between the decline, ageing and
density of the population, and the level and the form of entrepreneurship, in order to
determine whether there is a causal relationship between these variables.
The relevance of this research and it contribution to existing literature is threefold. The
first contribution relates to the context of the study as it addresses the challenges of
dealing with the complex problems that potentially accompany population decline and
the effects of it that are still unclear (SER, 2010). This research contributes to the
relatively limited scientific work done on regions facing a declining population.
Secondly, the role of entrepreneurship and the way it develops within a declining
context has yet to be uncovered, see paragraph 1.2. The third category of contributions
made in this thesis concerns the way entrepreneurship can impact its environment in
both economic and social terms, which is dealt with in paragraph 1.3.
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1.2 Entrepreneurship in different contexts
Traditional views regard entrepreneurship as being formed by only the qualities of the
individual, ignoring the context, but factors influencing entrepreneurship can be both
personal characteristics and environmental (Eliasson and Westlund, 2013). The link to
the environment is of equal importance to the individuals characteristics, given that
the entrepreneurial process depends on the available opportunities in the environment
and on the individual’s identifying and exploiting these opportunities. New business
creation is then the result of interaction between an individual’s traits and their
environment, which means it is very likely that entrepreneurship differs in various
environments. Regions in transition can provide additional challenges for new
businesses, making the start-up decision and process more challenging.
Entrepreneurship has traditionally been seen as a mechanism of growth. Regional
macroeconomic research continues to place emphasis on the analysis of economic
growth (Hill et al., 2008) and research on the role of entrepreneurship in a nongrowing context seems to be lacking (Liñán and Javier Santos, 2007). Population
change can create more demand as new and bigger consumer markets emerge because
of the growing population (Armington and Acs, 2002; Wennekers et al., 2005),
stimulating new business creation by providing opportunities for new economic
activity. Needless to say, this positive effect will be missing in the case of population
decline.
Ageing and decline interact, such that the former will increasingly impact firms, too.
An ageing and declining population involves changes in the demand for consumption
goods, housing and services (Euwals et al., 2009). On the supply side, labour is the
ultimate resource. If the ageing and decline of the total population translates into the
ageing and decline of the labour force, firms might resent this. Ageing changes the
labour market, possibly making it more difficult to find the right employee, but it also
affects the pool of potential new entrepreneurs themselves (Bönte et al., 2009). The
capability of the labour force is of utmost importance in order to remain competitive.
One characteristic of declining and ageing regions is that skilled and higher educated
people are among the first to leave (Astrom, 2001). In addition, the likely reduction in
support systems caused by out-migration might also have an impact on the nascent
entrepreneur. Starting a new firm is a highly social process, as information, new ideas
and resources are predominantly acquired via personal networks (Aldrich et al., 1998;
Davidsson and Honig, 2003). Start-up risk will be higher in a declining region given
the challenges for entrepreneurship that accompany decline.
Population change is not a homogenous process. Growth and decline occur side by side
and in different types of regional contexts. Regional differences in degree of population
change can be the result of region-specific characteristics, opportunities or limitations.
5

An important regional characteristic is the distinction between urban and rural regions.
Urban and rural regions differ in various aspects. Urban regions usually include more
modern and better infrastructure. They also differ in terms of the number of available
jobs and education opportunities, both usually fewer in rural regions (Eliasson and
Westlund, 2013). The most obvious difference between urban and rural regions is
population size and density which is most relevant within the aims of the study.
Population decline in a low density region will have a relatively bigger impact; the
critical mass for maintaining the same level of public services and local businesses is
reached earlier in rural regions. Rural areas are therefore expected to experience the
effects of population decline differently and perhaps more intensely than high density
regions (Haartsen and Venhorst, 2009; NIDI, 2009). Whether and to what extent they
are actually affected differently is uncertain.
Population density is considered to be positively correlated with entrepreneurship
(Audretsch and Keilbach 2005; Becker et al., 2010; Fritsch and Mueller 2008). Urban
areas have important advantages for entrepreneurship: conditions for entering a
market are thought to be more favourable in more densely populated regions
(Audretsch and Fritsch, 1994), as the consumer market is in closer proximity and the
business infrastructure is better developed (Bruderl and Preisendofer, 1998; Fritsch
and Mueller 2008). Spatial density also improves the likelihood of recruiting a more
skilled workforce and enables ideas and knowledge to flow faster. Moreover, the risk of
starting a business in urban areas is considered relatively low due to the rich
employment opportunities, which function as a safety net in the case the firm fails
(Stam, 2009). Finally, the establishment of businesses in a certain area is likely to
attract other businesses because of the opportunities of cooperation and spillover
effects (Audretsch and Fritsch, 2002). There is, however, also a flipside of the coin.
Higher population density can lead to the pursuit of economies of scale. Economies of
scale enables firms to be more efficient, needing fewer employees and leaving fewer
opportunities for new small start-ups (Verheul et al., 2001). Policy makers often invoke
the idea of entrepreneurship when dealing with population decline. Entrepreneurship
policies are frequently designed with urban regions in mind and might be less effective
when implemented in the same manner in rural areas due to the different
characteristics, requiring a place-based approach (Eliasson and Westlund, 2013).

1.3 Impact of entrepreneurship on the context
Regions confronted with population decline face potentially complex problems.
Entrepreneurship could play a role in dealing with issues that arise as a result of
population decline. It could be part of the solution. Therefore, in addition to assessing
how the context influences entrepreneurship, this thesis also considers the question
from the other way round; the potential impact of entrepreneurship on its
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environment. Entrepreneurship can have many positive effects on a region such as
driving competition and innovation, and consequently GDP and employment growth.
It also contributes to a more diverse economy and diversity helps to create a stable
community (Steiner and Atterton, 2014). Entrepreneurship affects both economic and
non-economic features within a region. It can also contribute to aspects of quality of
life, such as the level of social capital, in that it creates trust, maintains social relations
and provides meeting places (Morris and Lewis, 1991; Westlund, 2003).
Particularly for declining regions, new business creation is often seen as a means to
secure current and future employment opportunities (c.f. Andersson and Noseleit,
2011; Armington and Acs, 2002; Stam, 2010). Given the likely declining labour supply,
population decline is strongly associated with economic decline, although it does not
automatically lead to less economic growth (Gáková and Dijkstra, 2010). Whether a
new business contributes to regional employment growth or not depends on the type
of firm and its regional context, including population dynamics.
The effects of entrepreneurship should be assessed beyond the economic impact only,
in particular in the context of population decline or low population density (Ahmad and
Hoffman, 2008). The way entrepreneurship can impact its environment in a noneconomic manner represents an important contribution made in this thesis.
Entrepreneurship influences the level of social capital and has a positive impact on the
liveability of a region (Morris and Lewis, 1991). Maintaining and building social capital
is important in addressing the social challenges that population decline and ageing can
cause (Bærenholdt, 2002). Particularly in a rural context, small businesses often create
a distinctive aesthetic and add to the personality that characterizes the local high street.
This distinctive aesthetic attracts residents and tourists to shop there, leading to a more
convivial place and improved community cohesion (Henderson, 2002; Steiner and
Atterton, 2014).
This study provides new insights from the wider community regarding
entrepreneurship as a mechanism for building social capital and enhancing quality of
life, where others have focused on the perspective of the entrepreneur. Social capital
has been the topic of a vast and growing stream of literature; however, in combination
with entrepreneurship it mainly focuses on how social capital can contribute and affect
the level of entrepreneurship, not the other way around. Entrepreneurship can be as
much a creator of social capital as a result of it, but few empirical studies have
addressed the reciprocal relationship.
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1.4 Research questions and thesis outline
This thesis takes two different perspectives of entrepreneurship into account. To begin
with the context in which we study entrepreneurship, which itself has an impact on
entrepreneurship. The form and the extent of this impact are thus far unknown. The
impact of the context on new business creation is approached in a quantitative way
(Chapter 2) but also studied from a more individual perspective (Chapter 3) to develop
a better understanding of start-up motivations and how the context influences the
decision making process. Secondly, entrepreneurship itself has effects on the region,
both economically and socially. Starting from an economic point of view, Chapter 4
studies the way in which new business creation exerts its influence on employment
growth in the context of population change, disentangling long and short term effects.
The social impact is dealt with in Chapter 5.
In Chapter 2, entitled ‘Population change and new firm formation in urban and rural
regions’, we look into the relation between population decline, and the rates of new
businesses creation. Although it is clear that fewer people will eventually lead to fewer
(new) firms, the central question of this chapter is whether this negative relationship
differs with different rates of population change and across regional contexts.
Population decline occurs in different types of regional context, which could also lead
to different outcomes. In this chapter we therefore distinguish not only between
declining and growing regions, but also between urban and rural areas. We apply a
quantitative method to this problem by estimating a spatial Durbin model on a
municipal level in the Netherlands and observe a relative high rate of new business
creation in declining rural regions.
The next Chapter continues with the question of who these new entrepreneurs are and
what their motivations are for start-up in adverse circumstances. Chapter 3, entitled
‘Why start a business in a declining rural area with an ageing society? A UK-NL case
study’, concerns the impact of the (changing) regional context on the creation of new
businesses on the individual level by looking into start-up motivation. Firms are set up
by individuals and individuals are influenced by their environments, which means that
adverse circumstances could lead to different motivation for start-up, such as necessity
driven. The positive impact of population decline on new business creation, as
measured in Chapter 2, could possibly be the impact of necessity-driven
entrepreneurship. We chose two rural, ageing case studies; one in Drenthe, in the
Netherlands, and one in Northumberland, England. The case studies reveal that
necessity-driven entrepreneurship is actually a rare occurrence and they underline the
importance of a specific lifestyle choice which leads to business creation in these
regions. The results from the second Chapter raise questions regarding the Dutch
countryside: can one speak of ‘real rurality’? the answer according to the Dutch is in
the affirmative (Haartsen, 2002), but focusing on population density one could argue
8

the opposite. The secondary aim of both Chapter 3 and Chapter 5 is therefore to
compare the two case study regions in terms of their rurality and accessibility.
In Chapters 4 and 5, the focus is on the impact of local businesses on their environment.
First, in Chapter 4, entitled ‘The effect of new business creation on employment growth
in regions facing population decline’, we aim to disentangle the economic
consequences of new business creation in different regional contexts. Beside knowing
that the quantity of new businesses in declining and rural regions is relatively high,
what is their impact on regional employment growth? Intuitively, one would expect a
positive relation between new business creation and economic growth. However, new
firms can have a negative impact on employment change, known as destructive
entrepreneurship (Baumol, 1996). The interesting question is how regional
employment growth differs depending on the changing demographics. We find that
start-ups in regions declining in population generate less employment growth
compared to other regions, but they do have a positive and significant impact on
regional employment change.
The impact of local entrepreneurship is, however, not limited to economic aspects.
Particularly in the case of small, rural towns, local businesses can play an important
role in creating or maintaining community quality of life. Chapter 5, entitled ‘The
impact of local businesses on community quality of life: “a village without a shop
doesn’t have a heart”,’ deals with this issue. It applies a qualitative research method,
using the same two case study regions as in Chapter 3. The Chapter shows that local
businesses contribute to the building of bridging social capital and that they are an
integrated part of the community’s identity and quality of life. Finally in Chapter 6 we
present a summary and general conclusions are drawn based on the analyses in
Chapters 2 to 5. Furthermore, Chapter 6 presents the main conclusions, limitations,
and suggestions for future research and policy implications.

1.5 Research challenges
Population decline takes place at different aggregation levels, from neighbourhood to
country level. Capturing decline is spatially challenging; what is the appropriate unit to
consider? Using a higher aggregation level will cause regions to become more alike, as
outliers are levelled out. A low level of aggregation on the other hand could mean that
observations become too dependent on the specific choice of sometimes rather random
administrative borders.
For the quantitative chapters of the thesis, there are three aspects that need to be taken
into consideration, namely population change, new business creation and to a lesser
extent also degree of urbanization. Population decline is visible on the low level of
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neighbourhoods, occurring side by side with growth within one city or municipality.
Such a low level however, will be too finely grained from the perspective of new
business creation, their local markets and location choices are highly likely to cross
neighbourhood borders. The opposite option would be to look at labour markets, which
in the case of the Netherlands is the NUTS 3 level. The NUTS 3 level divides the country
into 40 regions which will cause the nuances of both population dynamics and degree
of urbanization to disappear.
The municipality level is therefore preferred. First because a small spatial scale allows
us to identify the declining regions and to understand specific local issues in the
Netherlands including urban and rural differences (OECD, 2008). Second, as new
business creation is often a local phenomenon (Dahl and Sorenson, 2012; Sternberg,
2011), new businesses are likely to be located in the home region primarily serving local
and regional markets and are therefore heavily influenced by local conditions (Bosma
et al., 2008; Stam, 2009). Finally, the low aggregation level is needed in order to
understand specific local issues, such as identifying urban and rural regions. Spatial
econometric techniques allow the analysis of the influence of neighbouring
municipalities in order to take account of larger spatial scale effects.
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2. Population change and new firm formation
in urban and rural regions1
Many regions across the European Union, including regions in the
Netherlands, face population decline, entailing changing demographics and
related social and economic implications. This Chapter looks into the
connection between population change and structure, and rates of new firm
formation. Although it is clear that fewer people will eventually lead to fewer
firms, as well as fewer new firms, it is assessed whether this negative
relationship differs with the intensity of population change and across
regional contexts. In order to establish the impact of population change on
new firm formation, this Chapter examines data on population density, size,
growth and decline, together with firm dynamics for the period 2003–09. The
results show that the relationship between new firm formation and
population change depends heavily on the regional context. The results
indicate that new firm formation in urban regions tends to be negatively
influenced by population change, while the impact in rural regions remains
positive. In conclusion, clear differences are found in the intensity of the
impact of population change on new firm formation according to the type of
region. The regional context and the intensity of decline must be taken into
account when determining the kind of coping mechanism needed to deal with
the consequences of decline.
KEYWORDS. Population decline, new firm formation, urban and rural regions

1

This Chapter is reprinted from: Delfmann H., Koster S., McCann P., & Van Dijk J. (2014).
Population change and new firm formation in urban and rural regions. Regional Studies,
Vol. 48 (6), 1034-1050. Minor editorial changes have been made for a better fit with the style
of the thesis.
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2.1 Introduction
Regional population decline increasingly takes place in developed countries (Fésüs et
al., 2008; Polèse and Shearmur, 2006; Van Wissen, 2010). Population decline is often
associated with decline in employment and amenities. It is a complex issue with many
social and economic implications: with primarily young people leaving for mainly
educational purposes, fewer children are born and the ageing population is left with
fewer employment opportunities, and fewer retail and care facilities (Haartsen and
Venhorst, 2010; Van Wissen, 2010). Social expenditure is put under strain because of
a shrinking labour force, a direct consequence of young people migrating out. This
process makes it difficult for small communities to maintain adequate infrastructure,
educational and medical facilities, and other public services, which in turn can make it
difficult to attract new immigrants or prevent current residents from relocating,
creating a negative spiral (Fésüs et al., 2008; Haartsen and Venhorst, 2010; Mai and
Bucher, 2005; Polèse and Shearmur, 2006; Simmie and Martin, 2010). Further, social
ties are disrupted by continuous outmigration, causing a decrease in support systems
and social capital, which can have detrimental effects on liveability. Population decline
can thus constitute a deeply rooted problem.
The number of studies addressing population decline and its consequences has
increased substantially in the past decade. Though research on depopulation is far from
novel – in 1890, Arsene Dumont had already addressed the issue of the declining
population in France – the effects of population decline are still unclear (SER, 2011).
Entrepreneurship can play an important part in maintaining quality of life in declining
regions. The economic impact of entrepreneurship has been firmly established (e.g. Acs
and Armington, 2004; Stam, 2009). It drives competition and innovation, and
consequently gross domestic product (GDP) and employment growth.
Entrepreneurship can also contribute to other aspects of quality of life, such as the level
of social capital, in that it creates trust, maintains social relations and provides meeting
places (Morris and Lewis, 1991; Westlund, 2003). However, private businesses,
including grocery stores, restaurants and other commercial establishments, are less
likely to start in declining regions. The businesses are more spread out and more likely
to be smaller in areas with a relatively small number of residents, as they require a
minimum number of customers to remain viable (McGranahan and Beale, 2002). It is
clear that fewer people (less demand) leads to fewer new firms (reduced supply). It is
examined here whether this inherently negative relationship varies with the rate of
population change and across regional contexts. Traditionally, entrepreneurship has
been seen as a mechanism of economic growth. Research regarding the characteristics
of entrepreneurship in a context of economic stagnation seems lacking, however, and
this study aims at contributing to this issue.
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This study focuses on two aspects of the regional context that are expected to impact
start-up rates – our operationalization of entrepreneurship. The first aspect is the
actual change in population. A growing population is positively related to new firm
formation in a country or region (Armington and Acs, 2002; Audretsch and Fritsch,
1994; Bosma et al., 2008; Verheul et al., 2001). This positive impact of growth will be
lacking in declining regions, possibly leading to an additional loss of (small) businesses
and fewer start-ups. In contrast, despite declining population/ circumstances, it can be
assumed that a minimum number of firms are needed in a region to fulfil demand,
pushing the start-up rate upwards and thus smoothing the negative trend. The aim of
this study is to determine the relationship between population change, in particular
decline, and new firm formation. Therefore, population growth must also be
incorporated, since consideration of diminishing regions entails an implicit
comparison with growing regions. The term ‘population change’ is therefore used from
this point onwards. The first research question addresses the impact of population
change on the level of entrepreneurship. Specifically, how does this impact change
depending on the intensity of population decline or growth? The second focus of this
Chapter is on the context in which population change takes place. Population change
occurs in different regional settings, possibly leading to different outcomes; urban
areas offer important advantages to entrepreneurs such as a closer proximity to the
consumer market, but the periphery could attract cottage industry with, for example,
internet-based service firms operating from home. This Chapter therefore
distinguishes between urban and rural areas. The second research question is whether
the relationship between new firm formation and population change is mediated by the
urban or rural regional contexts?
The Chapter first elaborates on the impact of population change on entrepreneurship,
and then describes the data and methodology used. Next the key findings are presented
and discussed. The final section presents the conclusions.

2.2 Population change and new firm formation
Entrepreneurship is a broad and often fuzzy concept, given the many definitions used
in both the theoretical and empirical literature 2. In this study entrepreneurship is
defined as new firm formation; these terms are used interchangeably. More precisely,
new firm formation is defined as the number of newly founded firms per 1000 of the
labour market population in a particular region, also referred to as the start-up rate. A
well-recognized way to explain the regional distribution of start-up rates is the eclectic
framework employed by Verheul et al. (2001). It integrates the supply side, the demand

2

For a comprehensive overview of the concept, see Audretsch et al. (2011) and Casson et al.
(2006).
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side and the institutional environment of entrepreneurship (Verheul et al., 2001;
Wennekers et al., 2005). Demand-side variables concern entrepreneurial
opportunities, while supply-side variables concern the resources and abilities of
individuals and their attitudes towards entrepreneurship, including demographics,
wage rates and employment status (Bosma et al., 2008; Verheul et al., 2001;
Wennekers et al., 2005). The institutional environment shapes the context in which
supply and demand assessments are made. The supply side is determined by a
combination of push and pull factors, often translated as opportunity- or necessitydriven entrepreneurship. The institutional context is often related to culture
(Wennekers et al., 2010). Examples of institutional issues are the fiscal environment,
labour market regulations and intellectual property rights (Wennekers et al., 2010) as
well as ‘background’ institutions such as trust and the education system (Verheul et al.,
2001). This framework is applied to assess the potential impact of population change
on new firm formation across distinct regional contexts.

2.2.1
Population change
Population change can create more demand as new and bigger consumer markets
emerge because of the growing population (Armington and Acs, 2002; Wennekers et
al., 2005), stimulating new firm formation by providing opportunities for new
economic activity. Goods and services sought by individuals, in particular, should
create new prospects for new firms and lead to start-ups (Reynolds et al., 1995).
Population growth may also be a pull factor for new entrepreneurship as an expanding
population places additional strain on salaries and thereby lowers the opportunity costs
for entrepreneurship (Verheul et al., 2001). While several studies have shown that
population growth is positively related to start-up rates (e.g. Armington and Acs, 2002;
Bosma et al., 2008; Reynolds et al., 1995; Wennekers et al., 2005), other studies have
not found a significant effect (Audretsch and Fritsch, 1994; Garofoli, 1994). As
population growth reflects an increase in both demand and supply, it is expected that
its effect on the rate of new firm formation will be positive.
Population change, however, can occur in two directions – growth and decline – and
the effect on new firm formation may well not be stationary across the whole
distribution of levels of population change. Building on the theory of branching and
self-feeding growth hypothesized by Frenken and Boschma (2007), population change
could potentially have an additional effect on new firm formation when the change is
more intense. According to this evolutionary perspective, growth is self-feeding.
Frenken and Boschma argue that the probability of innovation increases more than
proportional with the number of routines available for recombination. The idea of
endogenous growth also holds for cities: the more variety already present, the higher
the probability that new varieties can be created through recombining old routines. In
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other words, the creation of opportunities is self-reinforcing: more people means more
possible combinations and more opportunities. It also implies that that a given number
of newcomers lead to more recombinations. This results in an exponential relationship
between population and opportunities through recombination, reflected in new firm
formation. Frenken and Boschma also indicate that the relation is not endlessly
exponential: a ‘ceiling’ will be reached when the positive feedback process is offset by
negative effects including congestion and high wage levels.
Population change lies at the root of societal change. Population decline and ageing
often go hand in hand (Mai and Bucher, 2005). Given the likely declining labour
market, population decline is strongly associated with economic decline, though this is
not always the case. A study by Gáková and Dijkstra (2010) demonstrated that
population decline rarely leads to economic decline per capita at the same time in
developed countries. As an example Parkstad Limburg in the Netherlands is taken
where a declining population occurs simultaneously with a growing employment rate
(Parkstad Limburg, 2011). This Chapter therefore does not focus on economic decline,
but rather on how entrepreneurship is shaped in these changing regions. An ageing
society changes demand as the need for care facilities increases. It may also impact on
the number of people starting a business, as people of a certain age are considered more
likely to start a business. Several publications show that the probability of a person
starting his/her own business first increases with age and later declines, an inverted
‘U’-shape between the regional age structure and new firm formation (Bönte et al.,
2009).
Population decline may also have a self-reinforcing effect. Start-up risk will be higher
in a declining region given the uncertainties that accompany decline. Therefore,
population decline is likely to have an adverse impact on the level of new firm formation
because it increases the risk of starting up a new business. In addition, the likely
reduction in support systems caused by out-migration might also have an impact.
Starting a new firm is a highly social process, as information, new ideas and resources
are predominantly acquired via personal networks (Aldrich et al., 1998; Davidsson and
Honig, 2003). Population decline affects the level of support – financial, emotional and
other kinds of support (Fésüs et al., 2008). In contrast, decline can lead to restructuring
by anticipating or responding to the changing demographics; declining regions could
also experience more self-employment due to necessity-driven entrepreneurship.
Necessity driven entrepreneurship refers to the trigger or initial motivation of starting
a business. That is, necessity driven entrepreneurs are those who view
entrepreneurship as the best, but not necessarily preferred, option. Their counterparts
are opportunity-driven entrepreneurs: entrepreneurs who start out of choice (Acs,
2006; Bosma et al., 2008; Williams and Williams, 2012).
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2.2.2
Population change in urban and rural regions
The impact of population change also depends on the specific regional context. Several
studies show that agglomeration, controlled for other determinants, has a positive
impact on the rate of new firm formation (Armington and Acs, 2002; Audretsch and
Fritsch, 1994; Bosma et al., 2008). Urban areas – given their larger existing stock of
both people and firms – can potentially generate many new recombinations with every
new connection, until they reach their ceiling and the effect stabilizes. Urban areas are
often characterized by a more diverse population, leading to more variety in demand.
Higher diversity also stimulates new firm start-ups; cities that are more diversified
have a higher chance of fostering innovation than those that are less diversified (Bosma
et al., 2008; Frenken and Boschma, 2007). Conditions for entering a market are
thought to be more favourable in more densely populated regions (Audretsch and
Fritsch, 1994; Sternberg, 2011) because of closer proximity to the consumer market and
the more developed business infrastructure (Brüderl and Preisendörfer, 1998; Fritsch
and Mueller, 2008). In addition, agglomeration effects can positively affect new firm
formation through increased local market opportunities relating to the consumer
market and necessary inputs (Reynolds et al., 1995). Urbanization also increases the
likelihood of the presence of a more skilled workforce and facilitates a freer flow and
exchange of ideas and knowledge. Moreover, the risk of starting a business in urban
areas is considered relatively low due to the rich employment opportunities that
function as a safety net in case the new firm fails (Stam, 2009).
The influence of urbanization on new firm formation is, however, not univocally agreed
upon. A higher degree of urbanization can lead to the pursuit of economies of scale,
which enables firms to serve their clients more efficiently and leaves fewer
opportunities for small firms (Verheul et al., 2001). Other negative effects of
agglomeration include excessive competition, possibly resulting in increased wages
and elevated input prices, thus discouraging entry (Nyström, 2007; Van Stel and
Suddle, 2008). Van Stel and Suddle (2008) found a negative effect for start-ups in the
Netherlands as reflected by the number of service start-ups, as they are less dependent
on the agglomeration benefits mentioned. Overall, however, empirical results appear
to confirm the importance of urbanization for entrepreneurship (Sternberg, 2011).
In a sense, urban and rural regions represent two opposites; the first denotes positive
impacts and the latter negative. When interacting with population change, these
differences will most likely lead to different outcomes: urbanization could have a
mediating effect on population decline, causing urban areas to experience less severe
consequences of population decline (Haartsen and Venhorst, 2010). Furthermore,
regions will continue to need a minimum supply of facilities in retail trade, repair and
personal services (Wennekers, 2006), regardless of their size and population decline
or growth. This would imply that there is a lower limit of supply and demand. Another
22

potential mediating effect, especially in green and attractive rural regions, is a region’s
ability to attract nascent entrepreneurs that are looking to start up a business from
home to facilitate a specific lifestyle. Such cottage industry does not depend on a close
physical proximity to the market as it is mainly internet-based.
Both urban and rural contexts have potential for generating both opportunity-driven
entrepreneurship and necessity-driven entrepreneurship. It is often assumed that
entrepreneurs in disadvantaged populations are more likely to be necessity driven,
because of limited employment opportunities (Williams and Williams, 2012). This
provides an interesting way to explain firm formation in both prosperous and deprived
regions. In the case of the Netherlands it could be less extremely divided; a strong
welfare state, as is present in the Netherlands, may reduce the incentives for necessity
entrepreneurs. Even for opportunity entrepreneurs, however, a strong welfare state has
a negative impact (Aidis et al., 2012). Rural entrepreneurship in particular is typically
seen as necessity-driven entrepreneurship, but entrepreneurs who choose a specific
lifestyle and even the ‘Schumpeterian entrepreneurs’ can be found in the periphery
(Mishra, 2005).
From the above, two hypotheses are derived. The first and most basic hypothesis is:
population change is positively related to new firm formation. Second: the impact of
population change on new firm formation depends on the regional context. The exact
direction of the hypothesis is unclear a priori, however. Scale economies in urban areas
may depress the impact of population change in urban areas, while population change
and decline in particular may be offset by the emergence of cottage industries in rural
areas. Also, rural areas remain to need a minimum level of facilities which likely
influences the impact of population change in rural areas.

2.3 Data, methodology and empirical strategy
To determine the spatial distribution of new firm formation in the context of population
change, this study examined data on population density, size, growth and decline,
retrieved from Statistics Netherlands (CBS). To assess the current and past state of
entrepreneurial activities and firm dynamics, the LISA database (Landelijk
Informatiesysteem van Arbeidsplaatsen en vestigingen) was used. To avoid effects of
coincidental occurrences in a particular year, the average start-up rates from 2003 to
2009 were used. The LISA database provides yearly information at the establishment
level, thereby uncovering start-ups, establishment closures, sector changes and the
total number of jobs for all establishments with paid employees in the Netherlands.
The start-up data include new establishments and new firm, excluding relocations.
Every establishment is traceable through time and space by a unique identification
number. The dataset consists of over 6.4 million cases between 2003 and 2009, which
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were aggregated by municipality for the analyses. A total of 8900 cases were excluded
from the analyses, as these establishments showed a total of zero jobs including the
entrepreneur in a particular year. As the data are truncated, information on new startups in 2003 is unavailable. The analyses were performed on all municipalities, which
were aggregated to match the number of municipalities in 2009 (441) in order to
facilitate comparisons between several years.
A low level of aggregation, such as the municipality, is needed in order to understand
specific local issues in the Netherlands, such as identifying urban and rural regions
(Organisation For Economic Co-Operation and Development (OECD), 2008). Also,
new firm formation is a local phenomenon (Sternberg, 2011). One consequence of using
a relatively low aggregation level is the probability that municipalities are spatially
dependent. After running diagnostics, we corrected for spatial autocorrelation by using
a spatial Durbin model (SDM), with a spatial weight matrix based on first-order
contiguous neighbours. The merits of the SDM have been discussed by LeSage and Pace
(2009) and further refined by Elhorst (2010). One of the strengths of the SDM is that
it does not enforce prior restrictions on the scale of potential spatial spillover of both
direct and indirect effects. Contrary to other spatial regressions, these spillover effects
can be different for different explanatory variables (Elhorst, 2010); this allows one to
estimate direct, indirect and total impacts on the start-up rates by changing each
explanatory variable in the model.
The dependent variable is the rate of new firm formation, calculated using the labour
market approach, illustrated in Fig. 1a. The labour market approach uses the potential
workforce in a region as the denominator for standardizing the number of entrants
(Audretsch and Fritsch, 1994; Koster, 2006). The alternative, the ecological approach,
standardizes the number of new firms relative to the stock of firms in the given market
at the beginning of the period, implying new firms emerge from existing firms (Van Stel
and Suddle, 2008). The labour market approach was chosen as it is based on the theory
of entrepreneurial choice; each new firm is started by an individual person (Audretsch
and Fritsch, 1994). Most new firms are initially established at home or in close
proximity to it (Stam, 2007, 2009). This is important, as an implicit assumption made
by the labour market approach is that the entrepreneur is in the same labour market
within which his/her new firm operates. In the case of the Netherlands, Schutjens and
Stam (2003) show that 87% of new firms are home-based and nearly two-thirds of
surviving firms remain home-based after five years. Empirically we corrected for the
small geographical unit by applying spatial regressions and including commuting
behaviour as a control variable.
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2.3.1
Identifying declining regions
Although the overall Dutch population is not expected to decrease until 2040
(Haartsen and Venhorst, 2010), rural and peripheral regions such as the northeast of
Groningen, Zeeuwsch-Vlaanderen and de Achterhoek are already undergoing
population decline. An urbanized region that is already experiencing decline is the
south of Limburg. The state of population change is shown in Figure 2.1b. The changing
population was examined over the period 2000–07 in order to allow some response
time for the dependent variable. In total, 78 municipalities have seen more than a 1%
decline; of these declining regions only nine experienced more than a 5% decline. It is
evident that population change has not yet taken dramatic proportions as it has
elsewhere in Europe (Barca, 2009; European Commission, 2010). However, the change
is structural and incremental; population change is quite a prominent issue in regional
policy developments and current affairs. Particularly for sparsely populated regions,
even stagnation or moderate decline will potentially have a big impact on the decisionmaking process of new firms.

2.3.2
Urban and rural regions in the Netherlands
The relationship between urban and rural regions in the Netherlands is a special case
within Europe; the Netherlands is highly urbanized and densely populated. Rural
regions in the Netherlands are relatively close to an urban centre in geographical terms,
while at the same time compared with other European countries they are fairly
autonomous in terms of locally oriented economies. However, rural regions are also
becoming more connected to urban areas, for instance by increasing commuting
between both regions (OECD, 2008).
The OECD defines rural areas as those having a population density below 150
inhabitants/km2 (OECD, 2008). If the standard OECD definition at the NUTS-3 level
is applied to rural areas in the Netherlands, it would appear that there are no
predominantly rural areas in the country. The same applies to Belgium and, to a lesser
extent, to the UK (OECD, 2008). However, according to common perception among
the Dutch, rural areas do exist. For example, the northern part of the country is
considered a typically rural area (Haartsen, 2002; OECD, 2005, 2008). Therefore, a
different approach is adopted here based on address density, which is frequently used
in Dutch policy but also in scientific papers such as by Van Stel and Suddle (2008).
This measure uses the average number of addresses/km2 within a radius of 1 km from
each individual address. Address density uses the concentration of human activities
such as living, working and utilizing amenities as indicators of urbanization – the lower
the concentration of these activities, the lower the level of urbanization (Haartsen,
2002). Rural areas are then defined as areas with fewer than 500 addresses/km2. A low
level of aggregation is used to be able to identify the predominantly rural areas. In line
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Figure 2.1(a) Average start-up rate, 2004–09, labour market approach; (b) population
change 2000–07; and (c) degree of urbanization in 2009 based on address density
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with the general perception, the three northern provinces of Friesland, Drenthe and
Groningen are the most rural, together with Zeeland (Figure 2.1c).

2.3.3
Control variables
In addition to changes in population size and regional contexts, many other economic,
technological, demographic, cultural and institutional variables determine the level of
new firm formation. The study groups these variables into three broad categories:
demand factors, supply factors and institutions (Bosma et al., 2008; Verheul et al.,
2001). Supply and demand factors have already been mentioned and these will be
discussed simultaneously. A summary of the expected signs for the control variables is
given in Table 2.1; data sources and descriptives of all variables can be found in Table
2.2.

2.3.4
Supply and demand
Age distribution is an important determinant for the formation of new firms on both
the supply and demand side. The largest group of new entrepreneurs belong to the 35–
39-year age group (Kamer Van Koophandel Nederland (KVK), 2013). At the same time,
45 is the average age of those who are self-employed without personnel (in Dutch: ZZPer), a group that has been growing
Supply and demand
rapidly in the last decade. They
Age distribution
often continue their business
Share of youngsters
Negative
beyond the age of 65 (Kösters,
15-25
Negative
2009). Ageing is expected to have
25-35
Negative
an inverted ‘U’-shape relation with
35-50
Reference
the rate of new firm formation: in
50-65
Negative
Share of elderly
Negative
particular, for the
variable
measuring the changing share of
Level of education
Positive
elderly, with respect to the
Immigration
Positive
reference category ‘35–50’, a
Income
Positive
negative sign is expected. Next, the
Unemployment
Ambiguous
share of young people, that is
Sector structure
under 15 years old, is an indicator
Service industry
Positive
of the presence of young families.
Herfindahl index
Negative
Although
research
regarding
family dynamics is quite rare
Institutional environment
(Aldrich and Cliff, 2003), it can be
Share of the public sector
Negative
Voter
turnout
Positive
argued
that
potential
Commuting
Positive
entrepreneurs with young families
Table 2.1. Summary of expected signs for
might be more reluctant to take on
control variables
the risk of starting a new firm,
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influencing start-up rates negatively. Also, a growing proportion of children live in
single-parent families (Aldrich and Cliff, 2003), for whom the perceived risks will be
even greater. Therefore, it can be argued that an increase in the number of young people
in a region will have an adverse effect on the start-up rates in that region. On the supply
side, the level of education is positively associated with entry rates. Highly skilled
labour and the proportion of college graduates are found to be positively related to
start-up rates (Armington and Acs, 2002; Audretsch and Fritsch, 1994).
Immigration can have an indirect effect via population growth, creating more demand
(Verheul et al., 2001). However, the impact of the total immigration, not the net
amount, was assessed. Immigration is therefore interpreted as a supply factor, with an
expected positive relation to start-up rates. Immigrants are on average less risk-averse;
moving to another country (international) or region (intra-national) carries a certain
risk, as does starting a business (Wennekers et al., 2005).
Income can be seen as both a demand and a supply factor. Income growth increases
demand but also facilitates access to capital for aspirant entrepreneurs. Verheul et al.
(2001) discussed conflicting hypotheses explaining the impact of one particular form
of income, wages, on start-up rates. The first hypothesis argues that high wages lead to
high opportunity costs of starting a firm, and therefore relate to a lower level of new
firm formation. The second hypothesis argues that high wages are positively correlated
to start-up rates, as higher income is a sign of a prosperous economy with aboveaverage survival rates of firms. In addition, Bosma et al. (2008)mention the potential
negative influence on entrepreneurship due to the high costs of hiring employees.
generate similar hypotheses as described for wages. On the one hand, high
unemployment may indicate a push factor, causing necessity-driven entrepreneurship,
thus increasing startups. On the other hand, high unemployment rates can indicate a
lack of entrepreneurial opportunity, thus the association with low new firm formation
(Audretsch and Thurik, 2000; Verheul et al., 2001).
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New firm formation – dependent variable
Start-ups rates except agriculture, labour market approach (dividing the number of start-ups by the potential labour market (age
15-65) per region. Mean over 2004-2009, LISA dataset.
Explanatory variables
POP_CHANGE: Changes in population size between 2000-2007, from Statistics Netherlands on municipality level.
For analysis, five categories are used: strong growth (>5%), growth (> 1 to 5% growth), stable (-1%><1%, decline (1 to 5%
decline) and strong decline (>5% decline). Stable regions are used as a reference category.
URBANIZATION: Population density – based on address density per square kilometre, from Statistics Netherlands at municipality
and neighbourhood levels. For analysis, three categories are used: urban, intermediately urban and rural. Urban denotes
municipalities with address density >1500 and rural denotes municipalities with an address density of <500. Intermediately
urban regions are used as the reference category.
Control variables
Age distribution – measured by changes in age structure per municipality between 2003 and 2009, in six categories. The age
group 35-50 is used as the reference category. Data from Statistics Netherlands.

HIGH_EDU: share of higher educated inhabitants relative to the active workforce, mean over 2000-2007 due to data availability.
Sixty-one small municipalities were excluded from the source dataset for privacy reasons. These municipalities are estimated
based on the share of higher educated in the COROP region. Data from the EBB (Enquete Beroepsbevolking) executed by
Statistics Netherlands.
IMMIGRANTS: Average number of internal and international migrants between 2003 and 2009 per inhabitant per municipality.
Statistics Netherlands.
INCOME: The development in average income between 2003 and 2007 (mean income after taxes of those aged 15-65 during 52
weeks that year). Due to changes in the definitions used by Statistics Netherlands, 2008 and 2009 are excluded from analysis.
UNEMPL: Unemployment rates – over the years 2003-2008, data from Statistics Netherlands, computations by A. Edzes.
2
HERF_INDEX: the sum of the squares of the market share (s) of firms in all municipalities (i) in 2003 (𝐻 = ∑𝑁
𝑖=1 𝑆𝑖 ). Measured by
firm size in number of jobs, based on the LISA dataset.
SERVICE_SEC: Share of the service sector per municipality, measured in share of jobs per municipality, based on the LISA dataset.
PUBLIC_SEC: Share public sector – The share of the public sector (sbi 2 digit: 84, 85, 91; roughly public administration, education
and libraries, archives, museum and nature preservation), measured in share of jobs per municipality, based on the LISA
dataset.
VOTING: Voter turnout – the voter turnout for the elections for the Lower House (Tweede Kamer) in 2006. Statistics Netherlands.
COMMUTE: Commuting behaviour between municipalities, measured by the number of incoming commuters in 2005. Statistics
Netherlands.

Mean (SD)
10.43 (3.32)
STRONG DECLINE
DECLINE
STABLE
GROWTH
STRONG GROWTH
RURAL
INTERMEDIATE
URBAN

0.02 (0.15)
0.16 (0.36)
0.24 (0.43)
0.42 (0.49)
0.17 (0.37)
0.29 (0.45)
0.53 (0.49)
0.17 (0.38)

UNDER_15
15-25
25-35
35-50
50-65
OVER_65

-1.07 (0.74)
2.37 (8.36)
-19.83 (7.97)
-0.22 (6.33)
11.18 (6.97)
1.99 (0.95)
22.93 (7.10)
3.98 (1.19)
0.05 (0.02)
5.03 (1.75)
0.02 (0.03)
63.62 (9.32)
10.42 (4.91)
82.81 (3.81)
7.56 (18.7)

Table 2.2. Overview of variables including data sources
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Other control variables influencing demand in a region, and thereby the rate of new
firm formation, are technologies, consumer demand and the industrial structure of the
economy (Verheul et al., 2001). These factors influence the sectoral structure and the
diversity in market demand leading to opportunities for entrepreneurship. Variety in a
region’s sector structure represents more opportunities for new firm formation (Bosma
et al., 2008). A high degree of services in a certain municipality may also positively
affect entry rates because of lower average start-up costs (e.g. Fritsch, 1997). Bosma et
al. (2008) also include the size of the local industry as a demand factor, since greater
competition can contribute to new start-ups. The Herfindahl index for 2003 was used
to measure the degree of concentration in the market, as an indicator for competition.
The closer to zero this index is, the more intense the competition in the region.
Therefore, a negative relationship is expected with new firm formation.

2.3.5
Institutional environment
The institutional environment influences the supply side of entrepreneurship and is
often related to culture (Wennekers et al., 2010). Given that this study focuses on the
Netherlands only, many institutional aspects such as property rights and bankruptcy
laws are the same for all regions because they are set at the national level. We focused
therefore on so-called background institutions: the entrepreneurship culture of the
region and the level of social capital. Entrepreneurial culture is often measured at the
country level by including a region-specific fixed effect (Beugelsdijk, 2007).
Institutions are difficult to measure in practice (Aidis et al., 2012). Instead of fixed
effects, the share of the public sector in the region is used as a proxy for an
entrepreneurial culture. Several studies have found that a large government sector has
a negative impact on new firm formation (Aidis et al., 2012; Nyström, 2008). Similar
results were found in the UK (Faggio and Overman, 2012). The size of the public sector
is therefore hypothesized to have a negative impact on the dependent variable. The
level of social capital is measured via the proxy voter turnout for the elections for the
House of Representatives (Tweede Kamer in Dutch) in 2006. Voter turnout is a simple
measure, but it is associated with the level of social capital and reflects participation
and involvement (Cox, 2003; Guiso et al., 2004). The final control variable concerns
commuting behaviour between municipalities. As explained above in the methodology
section, there is a need to account for people working and living in different
municipalities. By including the number of incoming commuters, we also control for
the size of the city and its role in the region 3.
3
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The city’s role in the region is of importance when interpreting the results. The Randstad area
is a particularly important region. Several variables were experimented with, but the results
were never significant and other coefficients barely changed. It was therefore concluded that
the SDM and other control variables – particularly incoming commuters – already take the
city’s role into account.

2.4 Results
This section first presents descriptive results illustrating the link between population
change and the rate of new firm formation in different regional contexts. Second, it
shows multivariate regression models that explain the rate of new firm formation
across different intensities of population change and depending on the degree of
urbanization.

2.4.1
Population change and start-ups
Three steps were taken towards answering the first research question. The first step
relates population size and the number of start-ups: a positive relationship was
expected between the absolute number of new establishments and the size of the
population. At first glance the general picture shown in the scatterplot diagram in
Figure 2.2a appears more or less linear, with larger populations experiencing more
start-ups. The relationship between population size and start-up rate, shown in Figure
2.2b, does not appear to vary systematically with the size of the local economy. The
perforated reference lines show the average population size and average start-up rates
for each municipality; start-up rates do not appear to diverge systematically from the
average according to the size of the local economy. The number of municipalities in
each category that are above or below the national average in terms of start-up rates
and population size, or population change, are denoted in each of the four quadrants –
I, II, III and IV – in Figures 2b and 2c. On this basis, more (180/150) smaller regions
appear to out-perform the national average than do large regions (48/63). It does
appear to be the case, however, that the dispersion of start-up rates is much higher for
small populations and more sparsely populated municipalities than for larger
municipalities. Figure 2.2c shows that that there is no clear and systematic relationship
between start-up rates and population change. Fewer declining municipalities appear
to out-perform the national average start-up rates than do larger regions (41/83)
compared with growing municipalities (187/130). These inferences need to be treated
with caution, however, because of what is called the modifiable areal unit problem
(MAUP). MAUP refers to the challenge of using aggregated data in spatial analysis
when changing the scale of observation while using the same data, potentially resulting
in different outcomes (Arbia and Petrarca, 2011).

2.4.2
Urbanization, population change and start-ups
The lack of any clear-cut picture regarding the relationship between entrepreneurship
and regional population changes (see also Figure 2.2d), along with theoretical
arguments that point in different directions (SER, 2011; Wennekers, 2006), calls for a
more detailed decomposition of the regional context. Figure 2.3 shows the correlation
between population change in five categories and the start-up rate, with localities split
into urban and rural regions (see also Table 2.A1 in Appendix 2.A).
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Figure 2.2. (a) Number of start-ups and population size; (b) start-up rate and
population size; (c) start-up rate and population change; and (d) population change
and degree of urbanization
From Figure 2.3, it follows that that the relationship between new firm formation,
population change and regional context is more complex than many existing studies
suggest. The effects of declining and stable populations, particularly, appear more
marked for urban regions, suggesting that cumulative effects may be more prevalent in
this context (Frenken and Boschma, 2007), while rural regions appear to be less
affected by population growth. In terms of new firm formation, it can be seen that a
moderate decline of -1% to -5% is most strongly related to start-up rates, along with
rapid population growth rates of over 5%, whereas strong decline shows small but
positive coefficients.
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Figure 2.3. Pearson’s correlations population change and start-up rates

2.4.3
Regression analysis
Table 2.3 presents three models of start-up rates as a function of a series of explanatory
variables: two ordinary least squares (OLS) regressions and a SDM with direct, indirect
and total effects. To decide on the best possible model, the decision rules suggested by
Elhorst (2010) were followed. Initially, the OLS model was estimated and the robust
Lagrange multiplier was used to test whether a spatial lag (LMrρ) or spatial error model
(LMrλ) was more appropriate to describe the data (Anselin, 1996). The results of both
LM lag and LM error tests rejected the null hypothesis of no spatial correlation in the
model’s residuals. Subsequently, it was evaluated whether the SDM was indeed the best
model for the data. The SDM was estimated and the hypothesis of whether the SDM
could be simplified to the spatial lag model or the spatial error model was tested by
performing a Wald or likelihood ratio (LR) test. The results of both tests, reported in
Table 2.3, indicate that the model cannot be simplified and that the SDM is the best
model to describe the data. The fit of the model improved from R2 0.31 in Model 1 to
0.50 in the SDM, further confirming it to be a good fit. The variance inflation factor
(VIF) remained well under 5, indicating that multicollinearity is not a problem (Haan,
2002).

33

This section discusses the estimation results in general before returning to the main
variables of interest. It first focuses the discussion on the direct effects of the SDM. The
direct effects can be interpreted as being rather similar as the coefficients of an OLS or
spatial lag, that is a change in one observation (municipality) related with any given
explanatory variable will affect the municipality itself (LeSage and Pace, 2009). The
significant outcomes of the indirect effects, the spillover effects, are discussed below.
No evidence was found that an ageing society would affect new firm formation
negatively, as compared with the reference category AGE35–50; only change in the
share of 25–35-year-olds shows a significant negative sign. Given that the age group
35–50 is expected to generate most new entrepreneurs, a negative sign was expected
for all other categories. The share of highly educated people in the local population is,
as expected, positively related to new firm formation. The proportion of migration is
also positively related to start-up rate, and municipality income levels are strongly
positive, while unemployment rates did not seem to have any significant influence on
start-up rates. The service sector and the intensity of competition measured by the
Herfindahl index had no significant impact, and neither the public sector nor the voting
turnout – used as proxies for the institutional context – was statistically significant.
The volume of incoming commuters does show the expected positive impact.
Municipalities that are attractive to work in are also attractive to start a business in.

2.4.4
Main effects of population change and urbanization
The results show that the effects of population change on new firm formation differ
markedly and systematically depending on the context they occur in and on the
intensity of the population change. Regions facing declining populations exhibit lower
start-up rates but, rather surprisingly, the role of population growth in new firm
formation appears limited, with the only significant results found in Model 1. This
implies that the relationship between population change and new firm formation is
primarily determined by the depressing effect of decline and not by the positive effects
of growth: entrepreneurship driven by necessity rather than opportunity. In addition,
there is no indirect effect of the different levels of population change, implying the
effects are localized and that MAUP is not an issue.
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Model 1
OLS 1
B(SE)

Dependent: New firms
per 1000 potential
workers
Population change
STRONG_DECLINE
DECLINE
STABLE
GROWTH
STRONG_GROWTH
Degree of urb.
RURAL
INTERMEDIATELY
URBAN
URBAN

Institutional
Context
PUBLIC_SEC
VOTING
N
R square
LMρ
LMrρ
LMλ
LMrλ

Model 2
Direct
B

Indirect
B

SDM
Total
B

-0.85 (3.78)
-1.17 (1.06)**
Ref
0.55 (0.36)
1.16 (0.54)**

-1.99 (1.25)
-1.49 (0.63)**
Ref
0.16 (0.47)
0.23 (0.67)

-0.93
-1.10**
Ref
0.04
0.177

7.91
-5.23
Ref
1.97
-0.32

6.98
-6.34*
Ref
-1.93
-0.14

1.64 (0.33)***
Ref
-1.55 (0.48)***

0.97 (0.62)
Ref
-3.33 (1.05)***

1.14**
Ref
-3.05***

-2.51
Ref
-5.77

-1.37
Ref
-8.82

Ref
2.71 (2.51)
5.30 (3.27)
Ref
0.41 (1.04)
1.89 (1.33)
Ref
0.55 (0.77)
2.11 (1.21)*
Ref
2.80 (1.14)**
2.10 (1.27)*

Ref
1.59
7.29**
Ref
0.94
1.89*
Ref
0.22
2.09**
Ref
2.18**
2.31**

Ref
1.02
50.78**
Ref
6.69
3.48
Ref
0.47
4.28
Ref
14.92**
10.68

Ref
2.60
58.08**
Ref
7.64
5.37
Ref
0.69
6.37
Ref
17.10**
12.99

0.09
0.007
-0.07***
Ref
0.03
-0.006
0.04*
0.32**
19.42***
-0.002
0.008
-5.59
0.02***

0.09
-0.11
-0.4
Ref
0.14
1.50
0.08
-0.63
69.68**
0.25
-0.02
29.64
0.06

0.18
-0.11
-0.10
Ref
0.17
1.49
0.12
-0.31
89.09**
0.25
-0.008
24.05
0.08*

Interaction variables
Strong Decline*Intermediate
STRONG DECLINE*RURAL
STRONG DECLINE*URBAN
Decline*Intermediate
DECLINE*RURAL
DECLINE*URBAN
Growth*Intermediate
GROWTH*RURAL
GROWTH*URBAN
Strong Growth*Intermediate
STRONG GROWTH*RURAL
STRONG GROWTH*URBAN
Control variables
UNDER_15
AGE15-25
AGE25-35
Age35-50
AGE50-65
OVER_65
HIGH_EDU
IMMIGRANTS
INCOME
UNEMPL
SERVICE
HERF_INDEX
COMMUTE

OLS 2
B(SE)

0.20 (0.30)
-0.02 (0.02)
-0.05 (0.02)*
Ref
0.07 (0.03)**
0.34 (0.25)
0.07 (0.03)**
0.26 (0.19)
33.02 (6.48)***
0.004 (0.09)
-0.002 (0.02)
-14.16 (5.66)**
0.03 (0.009)***

0.21 (0.29)
-0.01 (0.02)
-0.04 (0.02)*
Ref
0.07 (0.03)***
0.36 (0.26)
0.07 (0.03)**
0.24 (0.19)
34.02 (6.49)***
0.04 (0.10)
-0.001 (0.02)
-15.28(5.73)***
0.02 (0.01)**

0.03 (0.04)
-0.04 (0.04)

0.04 (0.04)
-0.03 (0.04)

-0.002
0.005

0.13
-0.17

0.12
-0.16

441
0.31
366.63***
36.52***
346.15***
16.05***

441
0.33
363.00***
42.73***
333.62***
13.34***

441

441

441
0.55
77.63***
72.83***
48.95***
64.25***

Wald test spatial lag
LR test spatial lag
Wald test spatial error
LR test spatial error
Note: *Statistically significant at the 10% level; **statistically significant at the 5% level; and ***
statistically significant at the 1% level.

Table 2.3. Regression results: OLS and SDM direct, indirect and total impact
estimates
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Both rural and urban regions only show a direct impact on new firm formation, positive
and negative respectively, when compared with the baseline intermediate region.
Focusing on the direct impacts, rural regions systematically exhibit higher start-up
rates, while urban regions systematically exhibit lower start-up rates. Having said that,
in terms of start-up rates, urban regions do show particularly positive additional effects
of the interaction terms, as compared with the baseline of intermediate regions:
strongly and moderately declining urban regions show a clear positive direct impact on
start-up rates.

2.4.5
Additional effects of interaction
A more nuanced picture is obtained when the interaction effect of population change
and degree of urbanization are included, as illustrated in Figure 2.4. The interaction
terms are additional to the main variables. Figure 2.4 shows the cumulated significant
coefficients of the degree of population change, the regional context and the interaction
effect of both (the reference categories are INTERMEDIATE and STABLE). The horizontal
axis represents the reference categories; both lines are set out to this reference
category. Even though a growing population alone does not generate a significant
effect, the interaction term shows that in urban and rural municipalities, population
growth has a positive impact on start-up rates in comparison with intermediate
regions. It shows that population decline is not negative by definition and nor does
growth have a positive effect in all cases. The picture is very mixed.
Figure 2.4 shows a gap between urban and rural regions. The positive effect of rurality
is strong enough to eliminate the negative impact of decline. Relatively speaking, as
compared with intermediate regions facing decline, rural regions do better than urban
areas; the impact of population change is the largest in rural regions. This can be
partially explained by a denominator effect, but for the declining regions a strong
development of necessity-driven self-employment is also likely. The start-up rates do
not take firm growth potential into account and the survival rate is not incorporated in
this measurement. It is possible that the formation of new firms in declining rural
regions is strongly influenced by serial small scale entrepreneurship. Population
growth in rural regions has a positive effect in terms of new firm formation, which may
be related to selective migration. The cottage industry is a good illustration of this
phenomenon: nascent entrepreneurs relocate their home to the urban periphery and
start an – often part-time – business from their home. Cottage industries are less
dependent on agglomeration benefits. Also, in a remote village with a growing
population it is more common to start a small business or shop from home. These types
of businesses are likely to be motivated by lifestyle choice, rather than necessity.

36

Figure 2.4. Significant outcomes of the spatial Durbin model (SDM) direct impacts
tallied up coefficients with regard to the reference category intermediate and stable
regions
Urban municipalities show an overall negative effect of population change, despite the
positive impacts of the interaction terms. The negative impact of urbanization on new
firm formation corresponds with the findings of Van Stel and Suddle (2008) for the
Netherlands, but is rather different to findings in many other countries (Sternberg,
2011). It appears that urban regions in the Netherlands have already achieved the
maximum benefit from agglomeration effects. Another potential explanation may lie in
the presence of a service sector that is less reliant on agglomeration benefits. However,
a clear positive outcome for urban areas that face strong decline is also found,
indicative of stronger resilience than intermediate or rural regions. Both interaction
terms with a declining population are positively significant, indicating that urban
municipalities are more capable of absorbing the changes in population. These results
are confirmed when testing for a ‘U’-shape relationship, indicating a monotonic or
inverse ‘U’-shape relation for declining rural regions but a ‘U’-shape for the urban
declining regions (see also Table 2.4) (Lind and Mehlum, 2010).
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It is important to note that the results must be interpreted with regard to the reference
categories, the intermediately urban regions. In the Dutch context, this means that
urban areas lose a significant number of start-ups to the intermediate urban regions,
which may largely explain the negative effect. The surrounding intermediate regions of
the Randstad area are highly competitive in housing prices and availability, provide
similar facilities as the urban areas and appear to offer more entrepreneurial
opportunities.

Population
change

Decline

Growth

Urban

U-shape (trivial)

Inverse U-shape
(p<0.05)

Rural

Monotomic or inverse
U-shape

U-shape (trivial)

Table 2.4. ‘U’-shape test results

2.4.6
Spillover effects
The indirect effects resulting from the SDM can be considered spillovers. A change in
the explanatory variable of a region will affect the region itself – the direct impact – but
this change may also affect all other municipalities, which constitutes the indirect
impact (LeSage and Pace, 2009; Pijnenburg and Kholodilin, 2011). There are only three
significant indirect impacts on start-up rates: two interaction terms and the control
variable INCOME. Statistically significant indirect effects are often difficult to find, as
one needs many observations over time (Elhorst, 2012). Fischer et al. (2009) discuss
how to interpret the indirect effects. Indirect impacts may be a measure of the
cumulative impact of a change in a specific region’s initial level, averaged over all other
regions. In other words, change in one region’s initial level of population and
urbanization has a small impact on each of the other regions’ start-up rates, but
cumulatively the impact is significantly positive (50.78). Obviously, the impact on
regions in close proximity to that specific region would be greater than the impact on
more distant regions. The same applies to the interaction of strong growth and rural
regions. In both cases the indirect effect is larger than the direct effect. It is therefore
concluded that the impact of greater levels of population change on a particular region
is larger on its neighbours’ start-up rates than on its own start-up capacity. Strongly
declining urban regions show that this type of region can benefit from its surrounding
regions, in the same way that rapidly growing rural regions can benefit from spillover
effects.
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2.5 Conclusion
The main goal of this Chapter was to analyse the empirical relationship between new
firm formation and population change in different regional contexts. Data from the
LISA database and Statistics Netherlands for the period 2003–09 were used to test the
relationship. It was found that population change is, unsurprisingly, positively related
to the rate of new firm formation, but that the effect of population change differs
markedly depending on the regional context and the intensity of the population
changes. Population growth is not positive per se for start-up rates, nor is population
decline necessarily negative for new firm formation. It is the regional context that
determines the relationship.
Population decline did show the expected negative impact on new firm formation, but
only for mild, not strong, decline. As for decline in rural regions, a moderate positive
effect was observed, suggesting that these start-up rates are a response to the minimum
levels of supply of services and activities that are needed regardless of a declining
population; it is likely that the impact of necessity-driven entrepreneurship is being
measured. The relationship between new firm formation and population change is
fairly different in urban regions. It is argued that many economic benefits are
associated with an urban context, and the availability of entrepreneurial opportunities
is often seen as a key urban advantage. However, the results paint quite a different
picture. Dutch urban areas show systematically lower start-up rates than rural and
intermediate areas. Urban areas have a largely negative impact on start-ups, but in the
specific context of an urban region, strong decline actually showed a solid positive
impact on new firm formation. This suggests that even though urban areas appear less
favourable for new firm formation than intermediate areas, they seem more resilient
and able to absorb the effects of decline better than both intermediate and rural
regions. In terms of entrepreneurial activities, they do appear to be responsive to
population change. However, this does not compensate for the negative impact of
urbanity. The baseline of intermediate regions plays an important role in explaining
this outcome. Intermediately urban municipalities are very competitive and still have
the opportunity to grow and benefit from agglomeration effects, whereas urban areas
appear close to their maximum level (ceiling).
The results also suggest that mild population decline is actually less inductive for new
firm formation than stronger decline exceeding 5%. Urban regions especially showed a
great difference between the two types of decline. Rural municipalities show less
extreme results, with the steady positive impacts of both growth and stability followed
by recovery after decline. In terms of demographic transitions, this suggests that when
a region first experiences population decline, negative aspects capture the attention,
but when the decline continues many rural regions appear to adjust to the adverse
shocks by increasing entrepreneurship: something of a classic Schumpeterian story.
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In conclusion, a clear distinction is found between regional contexts in the impact of
population change on new firm formation. In light of this conclusion, the regional
context and the intensity of decline should be taken into account when determining the
kind of coping mechanism that is needed for dealing with the consequences of decline.
Important questions beyond the scope of this current Chapter also arise. Can
entrepreneurship contribute to building or maintaining a resilient region? In the
Netherlands this is not yet a pressing matter, but given the forecasts of future
population decline it will become increasingly relevant. Having found a positive impact
of declining rural regions on start-ups, it would be interesting to know whether these
new firms grow beyond the initial small scale with perhaps one or two employees, and
whether they serve the local market or export their products or services. Also, with the
data available for this Chapter, it is not possible to determine who are the new
entrepreneurs and what are their motivations for start-up. It is likely that motivations
in a declining region differ from those in a growing region. Are there indeed more
necessity-driven entrepreneurs in declining regions, and opportunity-driven
entrepreneurs in growing regions? Future research is required in order to answer the
question: to what extent does new firm formation enhance the resilience of regions and
the well-being of its inhabitants and how this can be influenced by appropriate policy
measures?
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Appendix 2.A
Appendix 2.A1. Detailed correlations and count
NFF
all regions
Strong Decline
Decline
Stable
Growth
Strong growth
N

-0,044
-0,207***
-0,042
0,113**
0,116**
441

NFF
rural regions

NFF
intermediate
regions

NFF
urban regions

N

0,071
-0,189**
-0,094
0,043
0,262***
128

-0,119*
-0,183***
-0,029
0,101
0,122*
238

0,037
-0,244**
-0,213*
0,126
0,236*
75

9
69
104
185
74

Notes: NFF, new firm formation.
*Statistically significant at the 10% level; **statistically significant at the 5% level; and ***statistically
significant at the 1% level.
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3. Why start a business in a declining rural
area with an ageing society? A UK – NL case
study4
Businesses started in disadvantaged or remote regions are commonly
assumed to be motivated by necessity, as employment opportunities are
limited and people have little to lose in starting their own business. Yet people
have various motivations for becoming self-employed. A key step in gaining
further insights into new business creation in these areas is developing a
better understanding of start-up motivations. Location decisions taken by
firms would rationally include an assessment of regional conditions and
developments, which raises the question: why do people choose to start their
firm in a regional context of rurality and strong ageing and how does this
context influence their decision making and ambitions throughout the startup process? Two case study regions are included: rural Northumberland (UK)
and rural Drenthe (NL), both of which face a declining workforce and are
strongly ageing. By means of semi-structured face-to-face interviews with
small business owners, the aim is to determine how the regional context
mediates start-up behaviour. The results indicate that the lifestyle in a rural
region is very influential for the small business owners, whereas population
ageing is not. Local embeddedness seems to offer the support and desire to
establish a business despite the (for profit) irrational location choice,
choosing personal happiness over profit maximisation.
KEY WORDS: motivation, ageing, rural, small business owners, in-depth
interviews

4

This Chapter is based on: Delfmann, H. and Koster, S., Why start a business in a declining
rural area with an ageing society? A UK – NL case study. 42nd annual RSAI-BIS
conference, 20-22 August, 2013, Cambridge, United Kingdom.
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3.1 Introduction
Firms are set up by individuals and individuals are influenced by their environments.
People start a business in all types of regions, some of which do not make sense in terms
of profit maximisation. Regions in transition can provide additional challenges for new
businesses, making the start-up decision and process more difficult. In this study we
focus on start-up motivation in rural regions with an ageing population. By 2030, the
EU workforce will have declined to a level at which two workers are providing for one
non-worker (EU, 2012; Kwasniewski, 2005). Clearly, the ageing population
increasingly poses a challenge. Possible consequences of the ageing population like the
size of the workforce and the impact on national pension systems have already received
much attention (Ruis and Scholman, 2012). Less attention has been given to the
consequences that the ageing of the population may have for new business creation. A
rural, ageing context possibly affects both the number of enterprises as well as their
performance; ageing changes both the consumer and the labour markets, possibly
making it more difficult to find the right employee, but it also affects the pool of
potential new entrepreneurs themselves (Bönte et al., 2009). This specific context
seems less inviting for business start-ups but recent research has indicated that, in the
case of the Netherlands, there is a positive impact of rural, declining regions on new
business creation (Delfmann et al., 2014). Their data however, did not reveal whether
these are serial entrepreneurs, self-employed, side activities or innovative
entrepreneurs. Neither did the data provide information on why people would choose
to start in such a location, when relatively nearby an urban centre can be found. It is
argued that many economic benefits are associated with an urban context, and
entrepreneurial opportunities are often discussed in the literature as being key urban
advantages (Armington and Acs, 2004; Bosma et al., 2008; Frenken and Boschma,
2007; Stam, 2009; Sternberg, 2011). Setting up and running a business in rural
locations poses additional challenges regardless of the ageing population, given the
distance to larger consumer markets and skilled labour, and also their more scattered
professional networks (Bosworth and Farrell, 2011). What is the rationale for people to
start their business in a rural, declining or stagnating region? Moreover, in a region
that is strongly ageing, with a declining workforce? A key step in gaining further
insights into entrepreneurship in these areas is to develop a better understanding of
start-up motivations and of how the context influences decision making and ambitions
throughout the start-up process.
Entrepreneurship is a broad concept with many definitions used in both theoretical
and empirical literature (Audretsch et al., 2011 and Casson et al., 2006). In this study
entrepreneurship is defined as the creation of a new business. Thus, the small business
owner can be an entrepreneur in the traditional sense or he/she can be self-employed.
New business creation can play an important part in maintaining quality of life in a
rural, ageing and declining region; the economic impact of entrepreneurship has been
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firmly established (e.g. Acs and Armington, 2004; Stam, 2009). It drives competition
and innovation, and consequently GDP and employment growth. Entrepreneurship
can also contribute to other aspects of quality of life, such as the level of social capital,
in that it creates trust, maintains social relations and provides meeting places (Morris
and Lewis, 1991; Westlund, 2003). The quality and therewith the potential contribution
of new firms, however, will depend on motivation and the regional context.
This study adds to the push-pull literature by including the role of the regional context
in start-up motivations and the location decisions of new business owners. To
determine how rurality in terms of accessibility influences the nascent entrepreneur,
we compare two regions that mainly differ on this particular aspect. Rural
Northumberland (UK) and rural Drenthe (NL) are both facing a declining workforce
and are strongly ageing (NSP, 2011; CBS, 2009). Rural regions in the Netherlands are
always relatively close to an urban centre in geographical terms. The infrastructure
covers the peripheral regions well, providing rural regions with a fairly easy link to the
urban centres. In England, we find more ‘traditional’ rural regions, which are more
isolated and have weaker links to urbanized areas. By comparing the two regions which
are quite similar in many aspects but very different regarding relative accessibility, we
assess whether the type of rurality and related accessibility affect the decision making
process and start-up motivation. The rest of the Chapter is argued as follows. We first
elaborate on the impact of demographic changes on start-up motivations, and then we
describe the data and methodology used. Next the key findings are presented and
discussed. The final section presents our conclusions.

3.2 Theoretical framework
The entrepreneurial process depends on the available opportunities in the environment
and on the individuals identifying and exploiting these opportunities. New business
creation is then the result of interaction between an individual’s traits and their
environment. In addition the environment influences the nature and likelihood of
business creation (Stam, 2009). This two-way interaction reflects the type of thinking
that underpins Giddens’ structuration theory. In this case in terms of
entrepreneurship, structuration type of thinking is used as a framework to explore the
link between the small business owner (as the agent) and the context (as the structure)
in order to consider their role in the emergence of rural enterprises (Giddens, 1984;
Steinerowski and Steinerowska-Streb, 2012). An understanding of structuration theory
is that there is a link between individual choices and structural contextual social forces.
It argues that the agent is not only shaped by the regional context but also that, over
time, the other way around is true: the agency (the small business owner) can
restructure the context (Giddens, 1984). Changes may occur as a result of this
interaction and exchange, both on the part of the small business owner and of the
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context (Jack and Anderson, 2002; Steinerowski and Steinerowska-Streb, 2012).
Applying a structuration type of thinking to the study of new business creation enables
us to recognise how social structure affects and encourages entrepreneurial activity,
particularly in terms of resource availability or restraint (Jack and Anderson, 2002).
Following Jack and Anderson (2002), we narrow the concept of structuration to the
notion of embeddedness in order to explore how small business owners use their
regional context in the creation and operation of their businesses. Embedding is ‘the
mechanism whereby an entrepreneur becomes part of the local structure’ (Jack and
Anderson, 2002, p. 467), providing access to local information and knowledge
(Bosworth and Farrell, 2011). The image of the small business owner as an embedded
local seems appropriate, with previous research showing that social factors, such as
being close to family and friends, are up to four times more important than economic
factors in the start-up process (Dahl and Sorenson, 2009). Local embeddedness is
relevant to new business creation as it helps the small business owner to identify
resources. Being embedded within the social context also means you will have access
to more support during the start-up process (Jack and Anderson, 2012). Disruption of
social ties is very likely in rural and ageing regions due to high out-migration of
particularly young people. Being better at identifying resources and having more
support from the community as a result of being embedded is thus even more prudent
in the context of a remote and ageing region.

3.2.1
Start-up motivation
People have various motivations for starting their own business. A leading theoretical
division is to classify start-up motivation into categories of push and pull factors (Gilad
and Levine, 1986; Kirkwood, 2009; Segal et al., 2005). Push factors are characterised
by personal or external factors, and often have negative connotations. The push theory
argues that people are pushed into self-employment by negative external forces, such
as job loss or job dissatisfaction. Alternatively, pull factors are those that draw people
to start a business. Pull theory contends that individuals are attracted to
entrepreneurship by seeing a business opportunity, by seeking independence or wealth
(Segal et al., 2005).
Based on an extensive literature review, Kirkwood (2009) concludes that there are four
key drivers for start-up. The first important motive is a desire for independence and
related factors such as autonomy and greater control. A desire for independence is
primarily classified as a pull factor. Second, financial motivations are often found to be
important, and these are also usually classified as a pull factor. Profit maximisation is,
however, rarely a main driver for rural entrepreneurship (Jack and Anderson, 2002;
Markantoni et al., 2014; Stathopoulou et al., 2004). The third key driver identified by
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Kirkwood consists of motivations related to work. These are usually considered to be
push factors, as it includes issues such as unemployment, redundancy, and a lack of
career prospects. Within a context of rurality and ageing, it is likely that we will find
this third key factor to be particularly prominent given the more difficult job market
conditions. However, ageing in itself could also lead to better job opportunities for
young people, as more and more workers move into retirement, creating vacancies and
easing the job market conditions. Finally, a number of family-related factors have been
found to be important, such as combining wage employment and domestic work, family
commitments, and a desire for a work-family balance. Interestingly, family-related
motivations for becoming a small business owner are often labelled push factors
(Kirkwood, 2009), whereas a more positive interpretation could argue that people are
pulled towards self-employment in order to find a more flexible work schedule.

Figure 3.1. Context affects motivation
Figure 3.1 shows the connections between the context and motivations. The focus of
this Chapter lies on the first bracket: determining how motivation is shaped by the
regional context of perceived rurality, population ageing and workforce decline. The
start-up process is then made up by push and pull factors, most likely a combination of
several factors, which results in the creation of a new business. Under less favourable
conditions the push effects into self-employment are typically greater than under good
conditions (Carrasco, 1999). A common assumption is therefore that small business
owners in deprived, less developed or remote regions are more likely to be motivated
by necessity, as employment opportunities are limited and people have little to lose in
starting their own business (Brooksbank et al., 2008; OECD, 2004; Williams and
Williams, 2012). Motivation, however, is hardly ever solely out of necessity. Even for
those business owners for whom necessity factors play an initial role, Williams and
Williams (2012) show that pull factors in nearly all cases also play a part.
Embeddedness can affect the start-up process at the beginning, influencing the
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motivation to start. But it can also have an influence later in the type of business
started, depending on available resources for instance.

3.2.2
Location decisions
Studies dealing with start-up decisions are often concerned with the cost factors related
to a particular location (Johnson and Rasker, 1995). Potential success for a new firm is
usually influenced by local demand, labour and production costs, and for small and
micro firms consumer proximity is particularly relevant (Mazzarol and Choo, 2003;
Disdier and Mayer, 2004). Within the context of rural ageing and population decline,
many of the characteristics likely to influence this decision making process are
relatively negative ones. They include a lack of investment capital, a shrinking labour
market and a decreasing market size. Rural locations provide additional challenges for
small business owners given their distance to larger consumer markets and qualified
labour and also to their more scattered professional networks (Bosworth and Farrell,
2011). The larger distances and low accessibility will lead to higher transaction costs
(Steinerowski and Steinerowska-Streb, 2012). On the other hand, rural regions usually
offer more affordable land and office space.
Rational consideration of these characteristics from a profit maximisation perspective,
would suggest it might be best to find a different site for the new firm. The home region
often offers a less constructive economic environment for start-ups than other possible
places and the non-material qualities of the rural environment do not always
compensate for the material disadvantages of rural life (Dahl and Sorenson, 2012;
Shucksmith et al., 2009). But it is important to realise the wide range of entrepreneurial
goals, personal goals, which are not captured by economic rationale or profit
maximisation, especially in rural regions (Stathopoulou et al., 2004). There are many
other factors influencing the decision making process, some of which are much more
intangible in nature (Johnson and Rasker, 1995; Karakaya and Canel,1998). For
example, entrepreneurs might choose their home locations so that they can use their
social capital. Through embeddedness, the small business owner can turn these limited
resources into a rich environment (Jack and Anderson, 2012). Personal networks are
crucial and formal and informal networks often help the start-up process (Weber and
Schaper, 2004). Most notably, small business owners may locate their business at
home or nearby to satisfy social preferences. Finally, of course, it is possible that they
do not even actively consider their location choices (Dahl and Sorenson, 2009).

3.2.3
Type of entrepreneur
When discussing types of entrepreneurs, the classic entrepreneur is often the first that
comes to mind. The classic entrepreneur is an individual who innovates, takes risks,
identifies business opportunities and aims for economic profits, sales growth and
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expansion (Norman, 2004; Amit et al., 1993). The classic entrepreneur is expected to
be the least prominent here, given the choice of location. It seems likely that another
category exists, namely the lifestyle entrepreneur. Especially in green and attractive
rural locations business owners actively seek a specific type of lifestyle. Rural
inhabitants are typically found to experience higher life satisfaction than city people
(Sorenson, 2013). The location choice is above all a residential choice. The priority of
these individuals is quality of life, they choose a residence location regardless of the
possibilities for employment. It is one of the reasons for starting a business (Saleilles
and Gomez-Velasco, 2007). Lifestyle entrepreneurs do not always fit in the traditional
models of business activity (Bosworth and Farrell, 2011). The lifestyle entrepreneur can
be described as an individual who owns and operates a business closely aligned with
their personal values, interests, and passions (Marcketti et al., 2006). Their
motivations revolve around establishing or maintaining a certain lifestyle and quality
of life (Bosworth and Farrell, 2011) and becoming self-employed is shown to be the best
method to achieve such personal goals (Stone and Stubbs, 2007). Their lifestyle choice
is often realised by converting a hobby into their career (Markantoni et al., 2011; FreireGibb and Nielsen, 2014).
Similar to the lifestyle entrepreneur, peripheral regions could attract a modern-day
cottage industry, a small scale, specialized entrepreneur who locates their business in
peripheral regions and has border crossing network; in other words, internet-based
service firms operating from home (Tordoir, 2010; Stone and Stubbs, 2007). Cottage
industry is related to selective migration. The nascent entrepreneur relocates their
home to the periphery and starts a business from home. Cottage industries are less
dependent on agglomeration benefits and do not depend on close physical proximity
to the market as they are mainly internet-based. People in rural regions are often highly
embedded and social networks can be very dense resulting in higher levels of trust and
active civic participation (Besser, 2009; Steinerowski and Steinerowska-Streb, 2012).
These are key components of social capital associated with enterprise development.
When areas start to undergo change, such as through ageing, the quality of life might
be negatively impacted and people may feel a sense of urgency to contribute to their
community by means of starting a new business. Forms of social entrepreneurship may
thus be particularly prominent in such regions due to an emotional connection of the
inhabitants with the region (Miller et al., 2012).
On the one hand, population ageing and a declining workforce affects the consumer
market and it might also make it difficult to find qualified personnel as a result of
labour shortages and skills gaps (OECD, 2013). On the other hand, it changes the pool
of potential entrepreneurs. People of a certain age group are more likely to start up a
business. The probability of a person starting their own firm takes the shape of an
inverted U, first increasing with age and later declining (Bönte et al., 2009). The largest
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group of new entrepreneurs in the Netherlands is 35-39 years old. Those who are selfemployed without personnel are older, with an average age of 45 years, a group that
has been growing rapidly in the last decade (KvK, 2013). Ageing could thus impact the
number of new entrepreneurs, but more importantly for our research question, it is
likely that the average start-up age will rise. The motivation of the older small business
owner is different to that of the ‘average’ nascent entrepreneur (Ruis and Scholman,
2012; Berold, 2013; Lévesque and Minniti, 2006; Lewis and Walker, 2011; Shane,
2010). Singh and De Noble (2003) have suggested three types of older entrepreneur:
the constrained entrepreneur, who has long harboured a desire to start a business, but
lacked the financial and or family flexibility to follow this through; the rational
entrepreneur, who sees self-employment as a progression of his or her career or as a
way to increase personal wealth; and the reluctant entrepreneur, who is forced into
self-employment due to a lack of acceptable alternatives and insufficient wealth to
retire early. Other factors particularly influencing the older owner include a decline in
traditional career opportunities and an insufficient pension (Weber and Schaper,
2004). At the same time, other factors might also be at play pulling people into
entrepreneurship such as the growing services economy and the increasing acceptance
of home-based and part-time business operations (Weber and Schaper, 2004).

3.2.4
Accessibility
Both England and the Netherlands are special cases regarding the urban-rural
dimension The two countries are the most densely populated countries in Europe with
England being slightly more densely populated than the Netherlands since 2008 (ONS
- Office for National Statistics, 2012). There is, however, a large difference in terms of
urban – rural linkages; the spatial distribution is very different. The relationship
between urban and rural regions in the Netherlands is exceptional within Europe.
Rural regions in the Netherlands are always relatively close to an urban centre in
geographical terms. Also, peripheral regions are connected through a dense
infrastructural network, providing inhabitants with a fairly easy link to the urban
centres. Rural regions in the Netherlands are therefore more connected to urban areas
as reflected, for instance, by increased commuting between these regions (OECD,
2008). However, compared with other European countries the Dutch rural regions are
fairly autonomous in terms of locally oriented economies (OECD, 2008). According to
the OECD (2013) classification technically there are no rural regions in the
Netherlands, as these are classed as intermediate regions.
In England we find more ‘traditional’ rural regions, which are more isolated and with
weaker links to urbanized areas. Their relative geographical locality differs distinctively
from the Netherlands. However, according to common perception among the Dutch,
rural areas do exist. For example, Drenthe is considered a typically rural area
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(Haartsen, 2002; OECD, 2008; 2013). The question arises as to whether these
geographical differences in distance and accessibility will have different impacts on
start-up behaviour, on motivation and ambitions? Or will the perception of the rurality
matter most? Given the importance of perception in other aspects of start-up decisions
(Krueger et al., 2000; Sitkin and Weingart, 1995), the expectation is that the perception
of accessibility and rurality will be the decisive factor. Comparing the two regions
studied, the aim is to unravel how the context affects start-up behaviour.

3.3 Method
3.3.1
Case study regions
Two case study regions were selected to research the influence of ageing and rurality
on start-up behaviour. The case study regions, Glendale in Northumberland and
Westerveld in Drenthe, have many similarities. Both are considered to be rural, have a
small market town, and are attractive green areas with national parks within their
boundaries. Both regions have military influences, they are border regions and are
known for the relatively high numbers of retirement in-migrants. The largest difference
between these case study regions is to be found in their links to urban centres. This
difference does not manifest itself in the number of kilometres between places, but
more in the accessibility. This next section will introduce both regions in more detail,
see also the maps of Figure 3.2 and Figure 3.3.
Northumberland is home to
Seahouses & Belford
‘grey pressure’
Westerveld
plus Glendale
316,000 people and covers
an area of 5,013 km2, of 2001
39.6%
30.0%
which 96.7% is classed as
rural
(Know 2011
44.3%
37.3%
Northumberland,
2012).
4.7%
7.3%
The
county
of Change
Northumberland used to be
Table 3.1. Dependency ratio in Seahouses, Belford
divided
into
multiple
including Glendale (ONS, 2013) and Westerveld,
districts. In the former
Drenthe (CBS, 2013).
district of Berwick-uponTweed, in the North of Northumberland lies the region of Glendale, the case study
region. Glendale has a population of 5,042, it measures 566 km², and has a population
density of 9 people per km² (Know Northumberland, 2012). Glendale’s locality
includes the town of Wooler and part of Northumberland National Park. Wooler has
hardly seen any population growth: 0.43 percent growth in the last decade. Even
though it is small, Wooler functions as a market town for the nearby villages and
dwellings. Northumberland has an ageing population, a trend which is set to continue,
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with the number of older people in Northumberland predicted to rise dramatically in
the next 25 years.
By 2033, 31 percent of the total population in Northumberland will be aged over 65
(County council, 2012). Table 3.1 shows the demographic pressure for Seahouses &
Belford, including Glendale. It clearly shows that the dependency ratio, the ‘grey
pressure’, is high and has increased significantly in the last decade. The grey pressure
is made up of the number of elderly set against the potential workforce in the region.
In the Netherlands we focus on the province of Drenthe, one of the most rural regions
in the country. Within the province of Drenthe the research focuses on the South West,
the municipality of Westerveld. Westerveld covers 282 km2, with a little over 19,000
inhabitants, resulting in a population density of just over 67 people per square
kilometre (CBS, 2013). It is considered an attractive area to live (Bijker et al., 2011),
and similar to Glendale, the population of this region is ageing considerably – partly
due to retirees moving to the area and partly because young people are migrating out.
On a local level, there are many differences between villages; some declining, some
growing, with the municipality as a whole showing mild population decline in clear
demographic transition. Within Westerveld, there are four slightly bigger villages,
namely Havelte, Diever, Vledder and Dwingelo. Havelte is the biggest with
approximately 3000 inhabitants, the other 3 villages have about 2000 inhabitants
(CBS, 2013).
In terms of accessibility, the nearest towns to Wooler are Alnwick and Berwick-uponTweed, with populations of 8,000 and 11,000 respectively. Both are about half an
hour's drive away or an hour by bus. Cycling is not a realistic option. Buses only run
during the day between 8am and 5pm. Berwick and Alnwick are the first places where
services such as dental or hospital care are available. The real urban centres are
Newcastle or Edinburgh, Scotland. In contrast, in Westerveld the nearest towns (where
such services are also available) are Meppel with over 32,000 inhabitants and
Steenwijk with over 17,000 inhabitants. The biggest village, Havelte, is also the nearest
to Meppel and Steenwijk, at distances of 12 and 10 kilometres respectively, reasonable
cycling distances for most people given the flatness of the countryside, and a less than
15 minute drive or an equal 15 minute bus ride. Buses run between 6.30am and 9.30pm.
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Figure 3.2. Research areas: Westerveld (left) and Northumberland (right).

Figure 3.2. Havelte in Westerveld Drenthe, NL (left) and Wooler in North East England
(right).

3.3.2
Interviews
In-depth interviews allow for the exploration in detail of the start-up motivations of the
participant within their context (Gilmore and Carson, 2007; Steyaert, 1997). A
qualitative approach was chosen as the objectives of this study are to understand rather
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than to measure. Quantification is not considered to be a suitable method of analysis
as it is the meaning lying behind the action that is explored.
In order to explore how the motivations of rural small business owners are influenced
by their context of ageing and rurality in both Northumberland and in Drenthe, 24
interviews were held with 29 small business owners between April and November 2013.
An overview of the respondents is provided in Table 3.2 and Table 3.3, listing several
characteristics such as age of firm, location, type of business and market reach. The
interviews were recorded, transcribed and coded using the computer-assisted
qualitative data analysis software Atlas.ti. Participants in the Netherlands were
recruited via a list of new establishments retrieved from the Chamber of Commerce. An
e-mail was sent explaining the research and asking for participation, and an
appointment for the interview was made in a follow-up telephone call. Additional
respondents were recruited using snowballing. In Northumberland the participants
were approached through local key persons and continued through snowballing, as no
complete overview was available via an umbrella organisation or Chamber of
Commerce. Given the research question, the small business owners who were
approached were still relatively new, preferably within the first two years of start-up,
up to a maximum of 5 years. A semi-structured questionnaire was compiled, using a
flexible method to ensure that interviewees were able to tell their stories and that the
events they perceived to be important were given full attention (Bosworth and Farrell,
2011). Interviews lasted from an hour and fifteen minutes to over two hours. The focus
of this study is on what motivates people to start businesses in a particular location,
and thus the unit of analysis is the small business owner. There are some data
limitations. Clearly the participants in this study choose to locate their firm in the
research area, thus causing a small selection bias in our data. Therefore questions were
also asked in the form of a recommendation (would they recommend a nascent
entrepreneur to choose their location or would they recommend them to consider a
nearby town) and follow-up questions were used to limited the bias as much as
possible.

3.4 Results section
Table 3.2 describes the small business owners and their firms from Westerveld, Table
3.3 the participants from Glendale. It shows how long ago the owners started their
venture, where they located it and what type of business they chose. It also indicates
the employment situation of the new business owner before the firm at hand was
founded, whether they employ others and what their approximate market reach is.
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3.4.1
Not just necessity
Talking to the new business owners confirmed that most people experience a genuine
mix of push and pull factors. Becoming unemployed and expressing a feeling of being
‘pressed up against the wall’ (Johanna, NL), but at the same time having very specific
thoughts about what she wanted to do: ‘it is finally going to happen. All the plans I’ve
had for years, all the ideas, I am finally doing it’. This clearly illustrates the
constrained entrepreneur, with a long harboured wish to start a business, but who did
not follow it through until a certain moment. Further examples of the constrained
entrepreneur, but at the other end of the spectrum regarding the initial trigger, are
Anouk and Jan (NL) running a care home for handicapped people. ‘We have always
talked about doing this together. We are not getting any younger, so we said “it’s now
or never”, and contacted the franchiser, chose a suitable place and registered at the
Chamber of Commerce. We both quit our paid jobs and we opened our doors last
November’.
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Participants
Westerveld

Basic firm information (age; location; sector)

Employment situation before

Employing others

Market reach

< 1 year; home-based; location Vledder; day care
for handicapped
< 1 year; separate shop (plus web shop); location
Diever; retail baby clothing
Over 1 year; home-based: location Havelte;
publishing

Unemployment (disablement
insurance)
Employed (currently part
time employed)
Employed (currently part
time employed)

No employees

Local (Vledder)

One employee, part time

Mostly regional, some
national exceptions
National, focus on Randstad
area due to network

< 3 years; home-based; location Havelte; day care
for children
< 1 year; home-based; relocated to meet
requirements; location Vledder; lodge care of
handicapped

Unemployment (disablement
insurance)
Both were employed before
start-up

Employing one free-lancer,
three interns
3 employees, part time. 5
volunteers

Mainly local, exceptions in a
slightly larger region
Regional

Maaike (57)

< 3 years; home-based; location outside Havelte;
retail of china service

Initial start with partner, both
unemployed at the time.

No employees

Local. Currently mainly
personal network

Niels (33)

Over 1 year; home-based; location Wapserveen;
construction

Unemployed

No employees, workers via
temp agency

Local

Bas (47)

< 3 years; home-based; location Havelte;
consultancy
< 3 years; home-based; location Havelte; interior
designer

Unemployed (currently parttime employed)
Unemployed (stay-at-homemom)

No employees

National

No employees

Local and regional (business
clients)

Dennis (51)

< 5 years; office space; location Havelte and
Assen; consultancy

Employed

One partner, 2 employees

Regional

Stefan (53)

< 3 years; home-based; location Dwingelo;
accountancy
< 5 years; office space; location outside Havelte;
reintegration office (s)

Employed

No employees, hires other
self-employed when needed
One permanent contract,
several seasonal workers

Local

Johanna (50)
Ellen (35)
Charlotte (33)
Anna (60)
Anouk (57) &
Jan (59)

Greetje (50)

Kees (52) &
Sjoerd (56)

Table 3.2. Participants in Westerveld, fictitious names
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Both employed

No employees

Local

Participants
Glendale

Basic firm information (age; location; sector)

Employment situation before

Employing others

Market reach

Stella (41)

< 1 year; home based (web shop in the making);
location Ingram Valley; retail jam making

No employees

Regional

Madison (41)
& Jade (60)

< 2 years; separate office; locations in Rothbury
and Pegswood; reintegration and consultancy (s)

Came out of unemployment
(disablement insurance).
Currently part time employed
Jade: self-employed.
Madison: employed, kept part
time job (current: job ended,
2nd business started).

Free-lancers and volunteers

Northumberland

Daniel (45)

Employed

2 part time employees

Newcastle to Edinburgh

Niek (30) &
Christof (32)

< 5 years; home based selling at markets; location:
Etal; retail bread baking
< 2 years; farm based (Niek); location: Hetton
estate; tourism hunting

Both self-employed (currently
still active businesses)

No employees

Newcastle to Edinburgh

Thomas (28)

< 1 year; home based; location: Etal; art

No employees

Newcastle to Edinburgh

David (35)

< 3 years; home-based; location Wooler; web
services
< 2 years; shared office space; location Wooler;
outdoors activities (s)

Employed (currently part
time employed)
Employed (sabbatical)

No employees

Local

Employed

3 part time employees

Local

Employed

3 employees

Regional

Employed (stayed employed
for the first 2 years of startup)
Employed

No employees, free-lance
when needed

Regional and national

5 part time employees

Northumberland

Patricia (43)
Ina (34)
Rob (28) &
Patrick (27)

< 3 years; office space; location Berwick; care –
dentist
< 4 years; home based; location; East Lilburn; art
– aerial photography

Rick (47)

< 5 years; attached to home, relocated for this
purpose; location Etal; catering – tea house

Lisa (39)

< 2 years; office space; location Wooler; beautician

Self-employed

No employees

Regional

Angus (45)

< 3 years; attached to home; location Duddo; bed
and breakfast

Unemployed (redundancy)

No employees, runs with
partner

Regional

Table 3.3. Participants in Glendale, fictitious names
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To illustrate the mix of both opportunity and necessity within all these cases, and also
to show the importance of being embedded in the region, Textbox 1 tells the story of
one of the Dutch participants. All the critical incidents that led up to her business startup: health reasons, a push factor; home-work balance, also usually classified as a push
factor; wanting to be her own boss, a pull factor; following her passion, pull factor.
Thanks to her local embeddedness she knew there was nothing similar in the region,
she was thus able to identify a niche in the local market and more importantly, she was
able to approach a local target group that trusts her because they know her – either
personally or via her network. This particular story illustrates a very typical process,
seen in both case study regions. Not only the combination of push and pull factors, but
also the importance of personal connections and knowledge of the region come
together to play a role.
Textbox 1. Critical incidents to start a firm: from job loss to passion via
embeddedness
Due to physical limitations, ‘it’s like having run a marathon yesterday, everyday’, she had to quit
her job years ago. Becoming a stay-at-home-mom and doing lots of volunteer work, she realized that
she was starting to miss ‘the pat on the back, some appreciation and being me and not just ‘the mom
of .. or the wife of..’ Realizing this, she began to look for opportunities but told herself not to go back
to work for someone else, as her physical limits still played their part. ‘I’ve always had a passion for
“living”, I had already started with friends and acquaintances, giving advice to a small circle .
Then I went to a party. The owner of a vineyard told me they were going to transform the barn
into a reception area. I told him, “I am looking for a project, you are looking for a designer, we
have a deal”.’ She did a good job of remaking the barn, quickly made business cards to distribute at
the opening, received a lot of positive responses and jump-started her firm. She is highly embedded
in the local community: born and raised in the village, did leave briefly but returned after her
education elsewhere to start a family. ‘I’ve always been very active, always in this region. People’s
mentality is still very much that of the “old boys' network”, a tight knit, which is very important in
this region. Some of the projects I’ve done so far are thanks to me being located in the village. Also,
your likability factor is relevant.’ She did not do any market research, but because of her in-depth
knowledge she knows there is nothing similar in the region. People come to her because ‘it is a low
barrier to come to me because they all know me’ and because she knows how to approach them.

Like many small rural businesses, none of the small business owners in this study were
motivated solely by monetary reasons. ‘For me it was very much more making a
lifestyle change then that we need to still provide, being able to pay the bills and a
mortgage. Earn enough, you know. So… yeah. It’s not that, “I’m an entrepreneur, I
want to take over the world and earn lots.” It was only really to pay the bills type
approach.’ (David, UK). Actually, profitability potential was not mentioned once as
part of the reasons for their start-ups. A satisfactory income seems to be more
important than profit maximisation, indicating there are different reasons for a startup. Daniel (UK) explains how he views this aspect of the business: ‘I owned a bakery
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before, with my brother in the South. For some reason that took off and we were
quickly making almost a million in turnover. It came to the point of industrializing,
expanding; I was becoming a manager instead of a baker. I got out, moved up North
and had to start all over again. People don’t understand it is about the process, the
quality of my bread and our local community. […] I do need to grow a little bit, but
that’s because I have four kids that are growing more hungry every day.’

3.4.2
Rurality matters
The importance of the lifestyle for Glendale’s small business owners is particularly
striking. Nearly all business owners mentioned this aspect explicitly, as shown in Table
3.4. Some participants specifically moved up North to find a particular lifestyle, while
locals explicitly express the wish to stay in the region regardless of the limited
employment opportunities. ‘It sort of started out as a complete life change. We’d had
our first child. We both worked at very stressful jobs. […] And my wife and I for a long
time had been thinking about doing some sort of lifestyle change, getting out of the
rat race, getting out of a nine to five job by doing freelance stuff in order to allow us
to do other things. So, it was a sort of… it’s a long term life transition to having a
different way of life, and that’s part of moving to a more rural environment’ (David,
UK). For these small business owners the lifestyle choice is highly connected to the
rural nature of the area. ‘Why we started our business here? Have you seen the view
yet? How can you not want to live and work here?’ as Daniel’s wife explains in a
cheerful manner.

Main motivation

Ambitions

Lifestyle choice (10)
Mix of necessity and opportunity and
lifestyle choice (2)
Opportunity and lifestyle choice
Independency

Continue as is, grow only when needed to stay
viable.
Grow towards an independent business
Continue as is, find fewer but more profitable
contracts to free up time for lifestyle
Expand service, grow in clients, perhaps employ
someone

Table 3.4. Motivation and ambitions of Glendale participants
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Main motivation

Ambition

Mix of necessity and opportunity (4)
Opportunity : needed new challenge (3)
Mix of necessity and opportunity and
lifestyle choice (2)
Opportunity and lifestyle choice
Opportunity
Necessity

Remain as it is but grow financially
Grow financially, grow in number of clients, possibly
in employees
Remain as it is, scale down own role over time
Continue as it is
Grow financially, employ full time
Create some turnover

Table 3.5. Motivation and ambitions of Westerveld participants
The lifestyle motivation is far less explicit in the Dutch case although it clearly played a
role for most of them, be it in the background (see Table 3.5). They ´like living in
countryside´ and ´enjoy combining the business with certain values and beliefs in the
community´ (Anna, NL). Charlotte (NL) started her publishing business after moving
to Westerveld and explains: ‘If I had stayed in Amsterdam, I would never have started
my own business.’ For others the rural area was considered a precondition for the type
of business chosen: ‘We chose Vledder specifically because of its location, beautiful
surroundings, lots of green, people are friendly and open minded; precisely what we
needed for our clients’ (Anouk and Jan, NL, running a lodge care facility). The
differences in intensity of the wish for a certain lifestyle can possibly be traced back to
the differences in type of rurality. When choosing to live in Glendale, there are clear
limitations in career opportunities unless you are prepared to commute to Newcastle
or Edinburgh daily. In Westerveld there are more urban centres with job opportunities
at a closer distance. Living in a rural region as such might be a somewhat less conscious
choice compared to Glendale, resulting in fewer lifestyle entrepreneurs.
As mentioned above, the lifestyle entrepreneur in Glendale chooses the region because
of its rurality, despite some obvious drawbacks. These new business owners choose to
locate in these areas, not so much to maximize the performance of their firm, but rather
to maximize their own overall utility or happiness. Through embeddedness, local small
business owners may flourish in their home – or new home – regions, even if those
regions are seemingly unattractive (Dahl and Sorenson, 2012; Jack and Anderson,
2012). For most the aim is to remain viable in order to support the current lifestyle or
to become viable to get to the lifestyle of their choice. They are successful in terms of
the business owner’s personal satisfaction. A firm's success is, however, often measured
using economic indicators such as growth in employees and profitability (Owens et al.,
2013). The initial motivation does seem to affect the growth aspirations of the firm.
Growth aspirations regarding personnel expansion are low, too. Stefan, an accountant
in the Netherlands, mentioned at one point ‘luckily, I haven’t had to employ anyone. I
don’t want my own personnel any more. If I do need to work with someone for a
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project, I’ll find another self-employed person to cooperate with.’ Those who can be
identified as being opportunity driven initially were also the ones with the highest
ambitions in terms of employing others and growing to a bigger firm size, as is also
indicated in Tables 3.4 and 3.5.

3.4.3
The barrier of rurality
Rurality can be both a trigger and a barrier for the new business owners. Whilst being
more remote, Glendale’s small business owners did not consider this remoteness as a
barrier for their customers or consumer market – ‘We are not isolated here at all’ –
also because they are more accustomed to going to their customers through selling at
local markets. Their local embeddedness influences their perception of distance.
Patrick and Rob (UK) need a lot of space for their business and ‘both really love living
in this area. We have grown up here’ but do acknowledge the additional transaction
costs of their lower accessibility and more remote location. ‘We have got to travel to
the location which is mileage and then obviously depending on what time of day and
where it is it might include a hotel stay as well. You can easily add on £400 or £500
on to the budget. That’s a disadvantage we have […]. At the end of the day like
Edinburgh is an hour away, Newcastle is an hour away. Well Edinburgh is a bit
further than that but we’ve got two pretty major cities which aren’t that far away
really. So it’s not too bad. So we’re quite centrally located from that point of view’.
The accessibility of the work location was characterized as difficult by the Dutch small
business owners. ‘This is the countryside […] It is very difficult to get here, we are all
completely car dependent. Transportation will be even more difficult in the future I
believe. Public transportation is not very good. My current clients are all from
Vledder, one comes from a bit further away, but has a scooter. So far it has caused
few problems but I did have to turn potential clients down because they live too far
away. That will certainly become a problem’ (Johanna, NL). But most agreed that
Westerveld enjoys a relatively central location within the Netherlands. How often and
how far they travel depends on the type of business, target group and market reach.
The business consultants and accountant had no problem covering larger distances,
whereas the participants in retail and day care clearly stayed closer to home. All in all,
within the decision making process the rural location was perceived rather as a
precondition than a drawback.
One negative aspect both regions experienced concerns the quality and quantity of new
personnel. It can be challenging for small businesses to find staff with the right skill set
in their small and shrinking labour markets. Madison and Jade (UK) tried to find a
third person for their business, to complement them. But they have so far not been
successful in finding an employee who is able to take on the necessary responsibilities.
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Others have also faced challenges with finding qualified personnel. ‘There are
difficulties in some areas, so when I need something quite specific you have to look
further afield,[…]. And there’s nobody that I’ve found in this area, so I’ve got a lady
coming up from Newcastle. […] Yes, because if I was in Newcastle there would have
been, you know, five or six people to choose from easily, yes, so…(Patricia, UK). For
most, however, this potential hurdle has proved to be irrelevant as their aspirations
and future goals often do not entail the hiring of employees.

3.4.4
The “irrelevance” of ageing
Most Dutch small business owners were aware of the ageing society where they are
located, but did not fully consider this during their start-up process. For some it could
potentially function as a safety net, but the trend of ageing did not impact their choice
to start at a certain moment, at a certain location nor did it influence the choice of type
of firm. Ellen is selling baby clothing and had the opportunity to start in a rent free
property owned by her parents. ‘See, if you have a choice, you are not going to startup in this climate. It is the worst time, economically but also personally speaking. And
as for our location, can you see us going to a bank? The first thing they’ll say is ‘have
you seen the birth-rates in Diever and surroundings?’ Never going to happen! […] We
gambled on the grandparents. I’ve seen it in my personal life, we buy the simple stuff,
but my in-laws and my mother buy the special things.[…] We wanted to sell high end
baby clothing. The grandparents are our target group, they are always buying
something for their grandchildren.’ Or there is the case of Johanna, who did notice the
share of the elderly and even contemplated the potential impact of the ageing society
in her local region. ‘There are a lot of old people in Vledder. […] My clients are of all
ages, but I like having the possibility, like a safety net, to focus specifically on the care
of the elderly if needed in the future.’
The feeling of wanting to contribute to the local community was also mentioned on
several occasions as being part of the start-up motivation and particularly on the choice
of location, again demonstrating how local embeddedness is part of the decision
making process. The intrinsic need to contribute to the quality of life and liveability of
a community, was fed by the ageing society and the lack of population growth. ‘I feel
that people have to try to keep our village lively, for instance by opening up a shop.
To make sure there is not an empty building, that’s what I think. Both communities
demonstrate strong regional ties. When possible, these business owners will buy their
supplies or services locally, to keep the community vital and lively. If I can buy
something in the village, then I won’t get it somewhere else. If people stop shopping
in the village, there will be no more shops, meaning you will always have to go
elsewhere. Then it will be a very grey, boring place here’ (Ellen, NL).
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In Northumberland the signs of the ageing society are even more visible in the streets
with many elderly people in the High Street during the day, events specially targeting
those who are retired and very limited activities in the evening. This resulted in all
participants either mentioning this spontaneously or strongly agreeing with the
observation. The outcome, however, was very similar to the Dutch case; the small
business owners did not take the ageing of the region's population into account when
making their business plans. Some do note that they will have to find new personnel in
the near future: ‘our team are all but one past 65 but they want to keep working for
another 2 years. They are still fit and have so much experience, so we are very happy
with that. But eventually, you have to hire new people, which will be fine, but it is a
bit exciting what we’ll get back’ (Niek and Christof, UK). Others might be able to
benefit from the ageing society by having it as their target group, but most seem to be
unaffected for the time being.
They are however affected by ageing from a more personal perspective. Even though
the changing regional structure of population ageing seems to have a minimal influence
on start-up motivation and on the choice of type of firm, the age and stage of life of the
small business owners themselves did matter. Particularly on the Dutch side, one of the
critical incidents leading to the establishment of their own firm had to do with a
realisation of their own age. Some became unemployed at an age that makes it difficult
to find new work, others identified a point in their lives to make a ‘now or never’ type
of change. Examples are Anouk and Jan, Bas, Stefan, Anna, Kees and Sjoerd. The UK
participants were a bit younger on average than the Dutch participants. Their choices
were mainly due to lifestyle choices for a family life, a rural life, whereas the choices in
the Dutch case were more ‘If I continue with this job, I am heading for a burn out’
(Stefan, NL) or ‘If I stay in this job, I will be too old to switch career and this is not
what I want to continue doing for the rest of my working life’ (Anouk, NL).
The trend of ageing might be too recent and gradual for these entrepreneurs to
incorporate into their decision making. They are after all ageing themselves, changing
their own perspective of the elderly in the process. Ageing is also incorporated into the
local environment, it may not have a direct impact because it is part of the package. The
rural context does affect these aspects. The rural context has a much richer history and
has been part of a conscious location choice, which happens to included ageing.

3.4.5
Type of business
For the lifestyle entrepreneur the choice of type of firm was a very deliberate one. A
hobby – jam making – or a passion for beauty – beautician – drove the decision making
process for those who specifically chose to be in their current location. Just as lifestyle
choice in Glendale is a stronger factor than in Westerveld, when one compares the types
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of firms established it is striking that the type of firm established in Glendale is
somewhat more creative and quirky in nature.
These two aspects, the lifestyle choice and type of firm seem to be linked to the degree
of rurality and accessibility of the areas. Freire-Gibb and Nielsen (2014) found that
rural entrepreneurs were more likely to start a new business by converting a hobby into
their career, and so this dissimilarity in the more peculiar nature of the businesses
started in the two case studies could reflect the difference between the perceived
rurality and the actual remoteness of both regions. It confirms the relative importance
of the regional context in the start-up process and in particular the context of rurality.

3.5 Conclusions
The main goal of this Chapter was to determine how people's motives to start their own
business are influenced by their context; a rural region undergoing population ageing
with a declining workforce. The second aim of the Chapter concerns the differences
between Northumberland and Drenthe, referring to the degree of rurality in terms of
relative accessibility. In our theoretical framework, we outlined the different
motivations, ranging from necessity to opportunity driven entrepreneurship. From our
analysis we conclude that necessity driven entrepreneurship is actually a rare
phenomenon, different to many assumptions. We have seen different initial
motivations for start-up and even when the small business owner was pushed by
external factors, opportunity or a long harboured wish also played an important role.
This implies that starting a business is not for everyone, regardless of the number of
push factors. Recognizing and acknowledging the existence of opportunity-driven
entrepreneurship within necessity-driven entrepreneurship offers the opportunity to
reconsider the common interpretation of successful entrepreneurship.
The decision making process of the participants was not clearly influenced by the
ageing context, although their personal stage of life did matter. The structure was
particularly important in terms of rurality. Clearly, the population density in
Westerveld is higher with almost 68 people per km2, while Glendale only has 9 people
per km2; however, the perception of being in the countryside was fairly similar in both
regions. In both regions people viewed themselves as living and working in the
countryside, but they did not feel isolated.
There seem to be two main differences between the two study regions, probably
influenced by the type of rurality. First, in Northumberland all small business owners
were clearly pursuing a specific lifestyle, more intensely than the participants in
Westerveld. A rural and ageing location poses additional challenges and the perceived
risk might therefore also be high. Usually, lifestyle entrepreneurs are more risk-averse,
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causing them to avoid business growth in order to reduce risk (Bosworth and Farrell,
2011). The results, however, clearly indicate that the remoteness and the ageing
demographics of both regions did not influence the perceived risks of starting up their
own business, leaving the agents unaffected by the context for now. The distinction
between the impact of the rural location versus the lack of impact of the ageing
population can be explained by path dependency. The demographic transition is a
relatively new development, even though it has been going on for many years. Despite
the strong increase in numbers of the elderly and decline of the available workforce, on
a day to day basis the changes in society will seem very gradual. The rural context, on
the other hand, has always been there and in addition, historically these locations were
even more rural and remote than they are today. The image and the perceptions of the
inhabitants are more likely to be determined by the latter than by the ageing aspect.
The second difference that appeared is the presence of more unusual types of
businesses started in the UK case study compared to the Netherlands. This might be
due to sample selection, it might be due to culture or it could be the difference in
rurality. Sample selection seems to be the easy answer to this question, as the selection
process in the two countries differed. However, there is a rather comprehensive list
available of new businesses for the Netherlands and most company names indicate the
type of business clearly such as construction, hair dresser, nail studio or care. This type
of overview is lacking in the England case, thus sample selection may be at play, but it
does seem that the more intense lifestyle choice in Glendale results in more creative
new firms.
In conclusion, the context and local embeddedness is important. The local context does
indeed influence the agent, that is, rurality greatly influences the motivation, type of
firm and with that also growth aspirations. Currently, the small business owner feels
unaffected by the declining workforce and the ageing population and does not act upon
it, which is in line with previous empirical evidence (Delfmann et al., 2014). If the trend
of ageing continues as predicted, future start-ups and local businesses will need to find
a way to cope with the transition. Being embedded in the region could offer these local
business owners the necessary resources and support. For policy makers it is important
to realise that even though these regions are economically speaking not a rational
location choice, business formation will continue. This rural, ageing context with a
declining workforce can still be a viable place and very suitable for entrepreneurship,
but the nature of the business is likely to be different to in cities. A too straightforward
policy implication would be to make the region better in economic terms for instance
by improving infrastructure in order to reduce transportation costs or by improving
Internet access and speed. While these are important preconditions, the results
indicate that rurality and local embeddedness are most important. A more tailored
policy recommendation would thus be to stimulate local community feeling and
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facilitate local embeddedness, which will ensure that people want to stay and want to
contribute to their region, despite the economic climate.
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4. The effect of new business creation on
employment growth in regions facing
population decline5
Particularly in declining regions, new businesses creation is seen as a means
to secure (future) employment opportunities. However, the way in which new
business creation exerts its influence on employment is not evident. Do startups in these areas influencing employment change as they do in growth
regions? We disentangle the long and short term effect for municipalities in
the Netherlands between 1996 and 2010. We conclude that the regional
context matters a great deal but also that modest rates of decline may be very
manageable and irrelevant to some aspects of economic welfare.
KEY WORDS: Employment growth, population decline, new business
creation, direct and indirect effects.

5

This Chapter is based on: Delfmann, H. and Koster, S., The effect of new business creation
on employment growth in regions facing population decline. 54th ERSA Conference, 26-29
August 2014, Saint Petersburg Russia.
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4.1 Introduction
After centuries of continuous population growth, many regions in Europe are
experiencing periods of stagnation or depopulation (Haartsen and Venhorst, 2010;
Reher, 2007). Historically, population growth has always been considered a sign of a
successful society and a successful economy (Reher, 2007; Glaeser et al, 1992; Glaeser
et al., 1995), implicitly stating that population decline is a sign of being unsuccessful.
Moreover, classical economic theory explicitly predicts that a larger population, by
allowing for economies of scale and labour division, improves productivity, and vice
versa (Coleman and Rowthorn, 2011). A decline in population would thus mean slower
output growth, ceteris paribus, as well as other negative consequences of depopulation,
such as the restructuring of population composition causing labour shortages through
ageing.
Given the likely declining labour supply, population decline is strongly associated with
economic decline, although it does not automatically lead to less economic growth
(Gáková and Dijkstra, 2010). In the Netherlands, for example, the Parkstad Limburg
region simultaneously experiences population decline and a growing employment rate
(Parkstad Limburg, 2011). Population decline and ageing are noticeable trends in many
Dutch regions. Although decline in the Netherlands has not yet taken dramatic
proportions as it has elsewhere in Europe (Barca, 2009; European Commission, 2010),
the change is structural and incremental and there is a challenge in keeping these
declining regions viable in the future (SER, 2011). Particularly for declining regions,
new business creation is seen as a means to secure current and future employment
opportunities (Andersson and Noseleit, 2011; Armington and Acs, 2002; Audretsch
and Thurik, 2000; Stam, 2010; Wennekers and Thurik 1999). Yet, the mechanisms
underlying regional employment growth, especially in the context of population
decline, remain unclear, hindering the formulation of effective regional development
policies.
Population decline will decrease the number of potential entrepreneurs, and this is
strengthened by the effects of ageing as the probability of a person starting their own
firm takes the shape of an inverted U and thus decreases after a certain age (Bönte et
al., 2009; Schneider and Eichler, 2007). Regions with a declining population have to
deal with a decreasing labour and consumer market. Despite these processes impeding
new business creation, the actual number of new firms does not necessarily drop
(Delfmann et al., 2014). The empirical evidence reveals notable inconsistencies
regarding the economic impact of the firms started in different types of regions (a.o.
Audretsch and Fritsch, 2002; Carree and Thurik, 2003; Eliasson and Westlund, 2013;
Fritsch, 2008; Li et al., 2011; Koster, 2011; Willis et al., 2012). Whether a new business
contributes to regional employment growth or not depends on the type of firm and its
regional context, including population dynamics. This Chapter contributes to the
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understanding of the mechanisms underlying regional differences in employment
change through new business creation in the context of population change.
The remainder of this Chapter is structured as follows. We first discuss the theoretical
links between entrepreneurship and regional employment. Important distinctions are
made between direct and indirect effects on employment in the theoretical section.
Then we outline the model structure and the data employed. Following a presentation
of the results we discuss specific insights arising from the analysis, and finally we
provide some brief conclusions.

4.2 Theoretical framework
We expect a positive relation between new business creation and job growth as there
are many ways in which entrepreneurs facilitate economic growth, for example through
job creation and innovation which in turn increase productivity and competition (Acs
and Audretsch, 1990; 2003; Carree and Thurik, 2003, 2008; Glaeser et al., 1992). The
relationship between new business creation and economic development is, however,
rather complex and varies over time. New businesses have a direct effect due to the jobs
created within the firm and an indirect effect influencing employment in firms in the
region, which can be both positive and negative.

4.2.1
Impact over time
There is consensus on the overall pattern in the relationship between start-ups and
employment change over time. Fritsch and Mueller (2004) made an important
contribution showing that the impact of start-ups on employment growth follows an sshape wave pattern. As Figure 1 shows, the impact of new firms on employment growth
is not stable over time, with immediate positive effects being followed by short term
negative effects and again by long term positive effects. Both positive and negative
impacts on employment growth are therefore likely to occur, depending on the time lag
of the start-up cohort and a number of studies have confirmed this short, medium and
long term pattern (Storey, 1994; Fritsch and Noseleit, 2009; 2013a,b; Andersson and
Noseleit, 2011; Koster, 2011; Li et al., 2011).
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Figure 4.1 New business creation has both positive and negative impacts on
employment change throughout time. Source: Fritsch, 2008
When new businesses enter a market, they may have both direct and indirect effects on
employment development (Fritsch and Mueller, 2004). The direct effect refers to the
new jobs that are created internally, most noticeable immediately after start-up and
indicated as stage 1 in Figure 4.1. This direct effect includes the job created for the
entrepreneur and for possible new employees immediately at the start or during the
following years. It is therefore by definition positive in the first year. However, in many
cases the entrepreneur’s ‘job’ will be a substitute for his or her previous job in
employment and most new firms do not start out by hiring many, if any, new
employees. Some new businesses grow where other fail or remain stable. The growing
start-ups quickly cancel out against declining or discontinuing start-ups in the same
the cohort. The direct effect is thus likely to be small and per definition short term.
The medium and long term employment dynamics must therefore be due to the
indirect effects. A start-up will not initially affect incumbent firms, but allowing for
some response time there is a stage of exiting capacities resulting from the exit and
decline of incumbents (Baptista et al., 2005). The impact of start-ups on regional
employment change depends critically on the consequences for the incumbent firms.
New firms are generally smaller than the average incumbent firm (Van Stel and Storey,
2004), if a start-up forces incumbents to exit the market it causes negative employment
growth. This indirect result from the new firms is referred to as the displacement effect,
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depicted as stage 2 in the figure. The stronger the start-up, the bigger the displacement
effect will be. Stage 2 negatively influences employment, not only due to the indirect
displacement effect but also direct due to the failure of new firms (Baptista et al., 2005;
Fritsch and Mueller, 2004; Carree and Thurik, 2008).
The third and final stage revolves around the indirect effects and is referred to as the
induced effect or supply side effects. It reflects the theoretically improved
competitiveness due to increased competition and the crowding out of the weakest
incumbents, which thereby strengthens the innovation and productivity capabilities of
the market. These supply side effects should result in a positive impact on employment
(Fritsch and Mueller 2004; Koster and Van Stel, 2013; Li et al., 2011; Van Stel and
Suddle, 2008). Based on the less favourable conditions, less competition and varying
motivations for start-ups, we hypothesize that declining regions are less likely to see
strong positive effects from entrepreneurship, particularly in the long term, and the
reasoning for this is set out below.

4.2.2
Regional differences
The real drivers of competitiveness that induce employment growth and increase
welfare are the long term effects on the supply side (Fritsch, 2008). Koster and van Stel
(2013) and Mueller et al. (2008) argue that the longer term positive impact afforded
by the process of creative destruction will only occur when the quality of the new firms
is high enough. The overall pattern of new business creation and employment change
over time is fairly consistent in different regions and countries (Fritsch, 2008) but the
magnitude of the effect differs depending on the regional context (Fritsch and Noseleit,
2013. One of the mechanism driving these regional differences could be the changing
demographics.
Many arguments suggest that a context of population decline is likely to generate lower
quality start-ups. First, these regions usually see their young people migrating out while
simultaneously experiencing a declining workforce. In particular, the higher educated
are more likely to find employment elsewhere. This selection process will lower the
overall quality of start-ups, thus negatively impacting on their potential to contribute
to the region (Mueller et al., 2008; van Stel and Suddle 2008). The quality of the firm
depends on the level of human capital or ability (Skuras et al., 2005; Davidsson, 1991),
often operationalised by the level of education of the owner and employees: the higher
educated they are, the higher the growth potential. But the level of higher educated is
lower in declining regions due to this selection process. Second, the entrepreneur’s age
is relevant for growth potential, with younger entrepreneurs being more dynamic and
more risk taking (Meccheri and Pelloni, 2006). The average age is higher in declining
regions, as decline and ageing go hand in hand (OECD, 2011). The third aspect
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negatively influencing the overall quality of new businesses in declining regions is the
entrepreneurs’ initial motivation (Acs and Varga, 2005; Gilad and Levine, 1986; Shane,
2009). Acs and Varga (2005) showed that necessity driven entrepreneurship has no
effect on employment growth while opportunity driven entrepreneurship has a positive
and significant effect. Similar results have been found by others (Sternberg and
Bergmann, 2003; Reynolds et al., 2002). In an adverse regional context, it is likely that
we find less job diversity, fewer jobs in general, lower education levels and lower wages
than in growing and prosperous regions, and this also possibly results in a stronger
push effect regarding entrepreneurship (Carrasco, 1999). Entrepreneurs in declining
regions could be relatively more motivated by necessity, as employment opportunities
are limited and people have little to lose in starting their own business (Brooksbank,
2008; OECD, 2004; Williams and Williams, 2012).
The location itself can also explain regional differences. A key factor in location theory
for continuity and growth is access to labour and consumer markets (Shearmur and
Polese, 2007). Hoogstra and van Dijk (2004) address the question to what extent the
location of a firm can be regarded as having an influence on the employment growth of
a firm. Using an econometric model based on a data set of circa 35,000 establishments
in the northern provinces of the Netherlands, they find that ‘location matters’.
Geographic location determines several costs such as rent and labour. It also captures
the scale of the consumer market. Rent is typically lower in declining regions, positively
affecting new business creation and their growth potential. Labour will be cheaper but
scarcer which might make it difficult to find the right employees. A declining context
thus translates into a relative difficult consumer and labour market, and firms need to
adjust their strategies for example for hiring and marketing accordingly. On top of that,
change is often accompanied by uncertainty, which can amplify negative effects, as
perceived risks might be higher, potentially causing new start-ups to lower their
ambitions. Consequently, it influences their growth potential.
To summarize, we expect that in declining regions most of the positive effects of new
business creation are visible in the first and second year of the start-up cohorts because
there is less growth potential as the consumer base is declining and quality of the firm
is expected to be lower due to the selection process. In this type of regions we should
therefore observe a relatively high immediate effect (stage 1 of Figure 4.1), and lower
long term effects on employment growth. The long term impact should become visible
in the indirect effects, as these represent the ‘Schumpeter-effect’ of crowding out and
increased competition (stages 2 and 3 of Figure 4.1). Growing regions should benefit in
the long run from better quality firms, more competition and market potential. They
should show a stronger displacement effect and higher supply side effects. The
following two hypotheses are formulated based on this discussion: hypothesis 1) new
business creation in declining regions will have most impact on employment in the
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first, immediate stage after start-up and relative flat effects in stage 2 and 3, and 2) new
business creation in declining regions will have lower long term impact on subsequent
total employment change.

4.3 Data and methodology
4.3.1
Data
We use the LISA database (Landelijk Informatiesysteem van Arbeidsplaatsen en
vestigingen), ranging from 1996 till 2010 to determine the impact of start-up cohorts
on employment change. The database provides information at the establishment level
per year, thereby uncovering start-ups and the number of jobs for all establishments in
the Netherlands that have paid jobs. Individual establishments were identified firstly
by firm name and address. A new establishment is counted as a start-up if the
combination of both the address and the firm name was new within the region on a
NUTS 3 level6 with a maximum of 15 employees in the first year. The last restrain was
built-in to avoid including new establishments of large chains. The dataset consists of
over 12 million cases between 1996 and 2010. There is a data limitation concerning the
collection. LISA collects the data via 20 agencies, which use slightly different
procedures. This leads to a certain degree of systematic bias in the data. In order to
mitigate a possible impact of this data bias, we include a control variable for the
agencies in all regressions. Additional data on population change and controls were
retrieved from Statistic Netherlands (CBS).
Our spatial unit of analysis is the municipality, a low level of aggregation. The analyses
are performed with all municipalities in the Netherlands, aggregated to the number of
municipalities in 2011 (418) to facilitate comparisons between several years. The
municipal level is preferred for two reasons. First, as new business creation is often a
local phenomenon (Dahl and Sorenson, 2012; Sternberg, 2011), new businesses are
likely to be located in the home region primarily serving local and regional markets and
are therefore heavily influenced by local conditions (Bosma et al., 2008; Stam, 2009).
Compared to other countries, the commuting patterns of workers in the Netherlands
are relatively short (OECD, 2013), and municipalities do indeed play an important role
in shaping labour markets, housing and unemployment policies (Knoben et al., 2011).
Second, a small spatial scale allows us to identify the declining regions and to
understand specific local issues in the Netherlands (OECD, 2008). Growth and decline
occur side by side and when using larger regions, such as NUTS 3, only a few regions
can be identified as declining over a longer time period. Figure 4.2 provides a

6

The NUTS 3 level was chosen as most firm relocations are local (van Dijk and Pellenbarg,
2000) and the risks of false identifications due to firms holding the same name on a NUTS
2 level was considered too great.
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visualisation of population change on the municipal level. Yet, population decline does
not stop at the municipal border, and labour markets also often have a larger spatial
scale than the municipal scale. We therefore include some controls to cope with these
issues, as explained below.

Figure 4.2 Map of the Netherlands: population change 1997-07

4.3.2
Dual causality
Although local economic performance is to a great extent determined by the local
entrepreneurial potential and physical preconditions (Baumgartner et al., 2013), the
relationship between business creation and employment change is likely a two-way
relationship: these factors influence each other. A strong economic performance by a
region could increase that region’s start-up rate since it implies a higher level of
entrepreneurial opportunities. Most empirical research pays attention to one particular
direction (Hartog et al., 2010). For the purpose of this study we are mainly concerned
with the impact of start-up rates on employment change. However, given that the
opposite relationship can be expected to hold as well, a one directional analysis could
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lead to biased results, overestimating the effect of start-ups if not estimated
simultaneously (Fritsch, 2012). A number of studies have attempted to disentangle this
relationship, most extensively that by Hartog and others (2010) who provide an
overview of studies examining this issue and find a weak effect of growth in previous
periods on the level of new business formation. We therefore tested the direction of
causality using Granger Causality test. The test does not suggest any major impact from
reversed causality and the risks of over-estimating the results are very limited. Given
the limited impact of reversed causality we prefer the Almon lag method, explained
below, as it allows us to distinguish the direct and indirect effects over time. The test
results are included in Table 4.A1 of the Appendix.

4.3.3
Model
As explained earlier, various studies of the relationship between new business creation
and employment growth have shown very diverse results, possibly because of the
variety of empirical approaches used (Baptista et al., 2005). Using a similar method
will help to make the outcome more comparable to previous results. We therefore
largely adopt the method by Fritsch and others (Fritsch et al, 2008; Fritsch and
Noseleit, 2009; 2013b). The regressions are run with three different dependent
variables: total employment change, employment change in new firms and
employment change in incumbent firms. The latter two help to disentangle the effects
of new business creation, to determine whether the start-ups exert the most influence
in the relative short term, or whether the biggest impact on employment is seen in firms
that have been in the region for a decade or longer (Fritsch and Noseleit, 2013b).
The first dependent variable in our model is defined as the annual employment change
(∆EMPtotal) in a municipality in the period 1996 to 2010. Total employment change is
thus simply percentage change, calculated by total employment in time t compared to
the total employment in the year before, time t-1.
∆ EMPtotal = (EMPtotal t=0 – EMPtotal t-1) / EMPtotal t-1

The effect on employment change in new firms is calculated per cohort (EMPnew). Jobs
created by new firms are calculated by summing up the employment in the start-ups in
the preceding 9 years7.
7

We choose 9 time lags, as empirical test results indicated 9 was the optimal number of lags.
Previous studies showed the time period varies between 6 and 10 years to identify statistically
significant effects of start-ups on employment. We estimated a Vector Autoregression (VAR)
model (Thurik et al., 2008). Based on the VAR we determined the ideal number of lags to
include in the regressions. The results of the LR test and the Akaike information criterion
indicate 9 lags is optimal.
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EMPnew t=0 = EMPcohort t=0 to EMPcohort t-9 in year t=0
EMPnew t-1 = EMPcohort t-1 to EMPcohort t-9 in year t-1

The employment in incumbent firms (EMPinc) in a certain year is simply calculated by
subtracting the number of jobs in the start-ups of the previous nine years from total
employment. Therefore, the incumbent employment is the number of jobs in
businesses that are at least nine years old.

EMPinc t=0 = EMPtotal t=0 – EMPnew t=0
EMPinc t-1 = EMPtotal t-1 – EMPnew t-1

In order to sum up to the total employment both EMPnew and EMPinc are then weighted
to calculate their relative contribution to total employment change. Both are calculated
as the share of employees in new businesses and incumbent businesses respectively,
over all employees. This allows us to compare the contribution of start-ups in EMPnew
and EMPinc directly. We refer to the work of Fritsch and Noseleit (2013b) for in-depth
information regarding all calculations.

∆ W_EMPnew = (EMPnew t=0 - EMPnew t-1) / EMPtotal t-1
∆ W_EMPinc = (EMPinc t=0 - EMPinc t-1) / EMPtotal t-1

We run three separate regressions for the three dependent variables for the following
regional contexts: declining, stable and growing regions. The main explanatory variable
consists of the start-up rates in the region, of which we use 9 time lags. This is however
somewhat problematic, as in reality regional start-up rates are heavily correlated over
time (Andersson and Koster, 2011) causing severe problems of multicollinearity. To
avoid these problems we use Polynomial Distributed Lags (PDL), also known as the
Almon lag method, using a third-order polynomial for estimating the lag structure,
which turns out to be the best approximation (Fritsch and Noseleit, 2013a; Baptista
and Preto, 2011). Basically this method reduces the effects of multicollinearity by
imposing certain restrictions on the parameters of the start-up rates, which are then
placed back in the original equation (the α in the model – Table 4.3). We refer to van
Stel and Storey (2004; 2008), Fritsch and Noseleit (2013a,b) and Van Stel and Suddle
(2008) for a similar application of this method using start-up rates and employment
growth rates of respectively British, German and Dutch regions.
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4.3.4
Controls
Complementing the method used, we include several control variables in the models
that are likely to have an impact on regional employment change, to make sure the
outcome of the start-rates are as accurate as possible. Table 4.1 provides an overview
of all the variables used, Table 4.2 gives some descriptives of the main variables. First,
urbanization is used to control for several regional characteristics such as housing
prices, qualified labour, local demand, and knowledge (Mueller et al., 2008; Van Stel
and Suddle, 2008; Audretsch and Fritsch, 2002). Also, population decline in the
Netherlands is often thought to be synonymous to rural which needs to be dealt with.
Table 4.A2 in the Appendix clearly shows the overlap of the regional contexts indicating
that decline is not a rural problem. Second, the municipal level is fairly small, and
generally smaller than the labour market area. In order to control for potential
influences at higher spatial scales, we account for commuting patterns. Commuting
patterns provide an indication to what extent a municipality depends on other
municipalities for its economic development. We use the absolute number of incoming
commuters to also capture the core and hinterland of the functional urban areas
(OECD, 2014). In addition, we lag certain variables using a spatial weights matrix based
on first-order contiguity. These variables are prefaced by W_.
We control for the changing demographic composition by including the developments
in youngsters and adults aged 65 or older as it is observed that an ageing population
can have a negative impact on entrepreneurial activity (Storey 1994; Binet and
Facchini, 2013). To control for the effect of regional human capital on growth we
include the share the higher educated people. The share of immigrants, both
international and interregional, is also included as recent studies have clearly
illustrated the important impact of immigrants on economic development (Lisenkova
et al., 2013). We also control for income developments. A change in regional income
entails a change in potential regional demand, which prompts higher levels of
employment from new business creation (Audretsch and Fritsch, 1994; Knoben et al.,
2011). Finally we control for sector structure (Baptista et al., 2005; Van Stel and Storey,
2004) and to cope with the data limitation of systematic differences across the
collection agencies, we use a dummy variable for the 20 agencies. This can be expressed
by the following equation:

∆EMPr = f (𝑁𝐹𝐹𝐿𝐴𝐺𝑡0−𝑡−9 + 𝑃𝑂𝑃𝑐 + 𝑊𝑃𝑂𝑃𝐶 + 𝑈𝑅𝐵 + 𝑊𝑈𝑅𝐵 + 𝐶𝑂𝑀𝑀𝑈𝑇𝐸 +
𝐴𝐺𝐸 + 𝑊𝐴𝐺𝐸 + 𝐻𝐼𝐺𝐻𝐸𝐷𝑈 + 𝑊𝐸𝐷𝑈 + 𝐼𝑀𝑀 + 𝐼𝑁𝐶𝑂𝑀𝐸 + 𝑆𝐸𝐶 + 𝐿𝐼𝑆𝐴 + 𝜀)
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Explanatory variables
Start-up rates with maximum 15 employees in the initial year. Except agriculture, labour market
approach (dividing the number of start-ups by the potential labour market (age 15-65) per
region).
Population change per year, data from Statistic Netherlands. For further analysis, three categories
are used: decline (< -1%); stable (-1> <1%); growth (>1%), 2 year mean of 96-07 to avoid heavy
fluctuations and to allow some response time for the dependent variable.
Controls
Population density – based on address density per square kilometre, from Statistics Netherlands
at municipality level (log). Using the average number of addresses/km2 within a radius of 1
km from each individual address, address density uses the concentration of human activities
such as living, working and utilizing amenities as indicators of urbanization – the lower the
concentration of these activities, the lower the level of urbanization (Haartsen, 2002).
Commuting is measured in absolute numbers of incoming commuters in 1998, 2000, 2004 and
2005 due to data availability. Based on these years a trend line was determined and applied to
the remaining years.
Age distribution is measured by annual numbers of inhabitants in two categories “Under_15” and
“Over_65”. Data from Statistics Netherlands.
Share of higher educated inhabitants relative to the active workforce (log), annual data of 19972007 due to data availability. 61 small municipalities were excluded from the source dataset
for privacy reasons. These municipalities are estimated based on the share of higher educated
in the COROP region. Data from the EBB (Enquete Beroepsbevolking) executed by Statistics
Netherlands.
Share of immigrants, annually per inhabitant per municipality. Statistics Netherlands,
municipality level.
The annual share of low income households between 1997 and 2009 is used as a proxy for level of
income per municipality. Low income households are in the 2nd, 3rd and 4th decile, the upper
limit was 17,100 euro in 1997 and 23.700 in 2009.
Annual sector shares, measured in share of jobs per municipality, based on the LISA dataset. We
used 8 sectors based on a classification provided by Van Oort (2002): Resource Based
Activities; Production (reference category); Physical Infrastructure; Distribution; Consumer
Based Activities; Well-Being; Information Activities; Information Infrastructure.
Agency dummy: the 20 LISA regions were included as dummy variables.

Table 4.1 Variables used

Variable

Mean

Std. Dev.

Min

Max

Observations

Start-up rate

2.43

1.41

0

16.23

N = 5852 / n = 418 / T = 14

EMPtotal

1.92

4.85

-47.42

101.17

N = 5852 / n = 418 / T = 14

EMPnew

1.46

0.84

0

6.75

N = 2090 / n = 418 / T = 5

EMPinc

-0.06

3.24

-18.46

25.32

N = 2090 / n = 418 / T = 5

Population change

0.38

1.12

-11.51

13.73

N = 5852 / n = 418 / T = 14

Table 4.2 Descriptives of main variables
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4.4 Results
Before we disentangle the employment effects of new business creation in declining
and growing regions, we first divide the businesses in all regions into total, new and
incumbent firms and use this as a baseline for the remaining results. The results are
shown in Table 4.3 and visualized in Figure 4.3.
Using the PDL we found highly significant results for nearly all start-up lags. The
exception is t-5 with employment change in incumbent firms as the dependent variable.
This is the precise turning point from negative impact in stage 2 towards positive
impact in stage 3, the results are thus near zero. The control variables are most relevant
for the employment change in new and young firms. Commuting behaviour is near zero
but significant for employment growth in new and young firms. Possibly, urbanization
already accounts for the main commuting effect. A negative effect for new and young
firms suggests that people find employment elsewhere. Higher education shows the
expected positive sign, but is statistically insignificant. Age distribution is also mainly
insignificant, but there is an interesting positive result for the effect of ageing on
employment growth in incumbent firms. This could partly reflect the relative
conservative preferences of the elderly to buy their goods and services from the older
local businesses (Lunsford and Burnett, 1992) and it could partly reflect a higher
demand for existing care facilities. Population change shows the expected positive sign,
and has a negative impact in the neighbouring region. This suggests some competition
effects between municipalities as it indicates that if the population grows in one
municipality, the employment effects in neighbouring regions is lower. It may also
show a functional difference, with some municipalities focusing on work and others on
residential functions. For the industry shares, most impact was seen for ‘distribution’
and ‘consumer based activities’ for all three dependent variables.
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DEPENDENT:

Total employment

Incumbent firms

New and young firms

∆ EMPtotal

∆ EMPinc

∆ EMPnew

Start-up rate
t=0
t=1
t=2
t=3
t=4
t=5
t=6
t=7
t=8
t=9

0.88 ***
0.06 ***
-0.34 ***
-0.43 ***
-0.30 ***
-0.07 ***
0.16 ***
0.27 ***
0.17 ***
-0.26 ***

0.42 ***
-0.10 ***
-0.33 ***
-0.33 ***
-0.20 ***
-0.01
0.17 ***
0.25 ***
0.15 ***
-0.21 ***

0.46 ***
0.16 ***
-0.02 ***
-0.09 ***
-0.10 ***
-0.06 ***
-0.01 ***
0.03 ***
0.02 ***
-0.05 ***

C
Population Change
W_Population Change
Urbanization (log)
W_Urbanization
Commute
Higher Educated (log)
W_Higher Educated
Immigrants
Income (low)
W_Income
Youngsters
Elderly
Industry shares
Agency dummies

2.01
0.34 **
-1.81 ***
-0.49 ***
-0.02
-0.00
0.33
0.02
-0.01
0.02
0.02
0.02
-0.09
Yes
Yes

2.36 *
0.29 **
-1.71 ***
-0.30 **
-0.04
-0.00
0.26
0.03
-0.00
0.01
-0.00
2.36
0.29 *
Yes
Yes

-0.34 *
0.05 **
-0.10
-0.19 ***
0.02
-0.00 ***
0.06
-0.01
-0.01**
0.02 ***
0.03 **
-0.01
0.01
Yes
Yes

α1
α2
α3
α4

-0.30 ***
0.20 ***
0.05 ***
-0.02 ***

-0.92 ***
-0.20 ***
0.18 ***
0.03 ***

-0.10 ***
0.02 ***
0.02 ***
-0.00 ***

R-squared
Log likelihood
F-statistic
Prob(F-statistic)
N

0.16
-5301.68
9.44
0.00
2090

0.14
-5263.36
8.00
0.00
2090

0.70
-1336.02
114.56
0.00
2090

Control variables

Note: *Statistically significant at the 10% level; **statistically significant at the 5% level; and
***statistically significant at the 1% level

Table 4.3 Estimated PDL models
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Visualizing these outcomes results in Figure 4.3 8. On the vertical axis of Figure 4. 3 we
see the impact of new firms on employment change in the Netherlands per municipality
and on the horizontal axis the time lags of the cohorts. The figure shows the high
positive effect in the year of start-up, immediately followed by a steep decline in the
following years, turning positive from approximately time lag 6. The s-curve is precisely
what we would expect based on the work done by Fritsch and Noseleit in Germany or
Van Stel in the Netherlands. The employment change in incumbent firms, the indirect
effect, determines the total employment change; the patterns are very similar. The
pattern of the impact on new and young firms also confirms previous research; positive
at first and relatively flat from t=2 onwards. This is, however, where the similarities
end. Summing the coefficients of start-ups on employment change over the period of
analysis reveals that there is only 0.14 percent employment growth due to new business
creation over a period of 10 years (Table 4.4). The sum of the coefficients in new firms
is much larger than the sum of the indirect effect in incumbent firms. Thus,
employment in new firms is responsible for all growth, given that employment in
incumbents sums up to a negative overall impact. This contradicts the above
mentioned papers, although Mueller et al. (2008) also found negative total effects of
new business creation for what they call the ‘wrong type’ of entrepreneurship. More
recently, the OECD published a report supporting our finding: young firms contribute
more to aggregate employment growth compared to incumbent firms (Criscuolo et al.,
2014). It confirms our assumption of heterogeneity within firms: some contribute and
some do not.

Figure 4.3. Impact of start-ups, split up in total employment, new and young firms and
incumbents
8

Please note all full tables are readily available from the corresponding author but are not all
included due to space restrictions. Control variables and R-squares are very consistent,
compared to the results in table 4.
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Sum of lags

all

decline

stable

growth

New & young

0.34

0.32

0.40

0.36

Incumbents

-0.19

-0.03

-0.71

-0.26

Total employment

0.14

0.28

-0.31

0.10

Table 4.4 Sum of lags, impact start-up rate on employment growth
We now explore whether these results vary per type of region. We differentiate the three
dependent variables for regions undergoing population decline, and then stable regions
and growing regions. Note the sum of all coefficients of the period studied are already
included in Table 4.4.

4.4.1
Start-ups and the degree of population change
Figure 4.4 shows the impact of new business creation in different changing
demographics. The top graph shows the impact of start-ups on total employment
change, the effects within new and young firms is shown in the middle and the bottom
graph visualized the effects within incumbent firms. At first glance, we notice that the
pattern in declining regions is much flatter, with less negative impact and the positive
effects are not as high as they are in stable and growing regions. Again though, looking
at the sum of the lags, it becomes clear that new firms in declining regions do have a
significant impact on employment change. Even more so, the total effect is higher than
seen in growing and stable regions. Stable regions do not seem to be able to compensate
for the strong displacement effects in time lag 2 till 5 and add up to a negative overall
effect.
The results so far indicate that entrepreneurs in declining regions do have a significant
impact on employment growth, both in the long and short term. The top graph shows
that the results are consistent with the first hypothesis that new businesses in these
regions are likely to see most impact on total employment in the first stage and remain
relatively flat in the medium and long term. This could mean there is a lack of
competition, which should indeed result in relatively high immediate effect due to new
capacity, limited displacement and induced effects. The middle graph indicates very
little variation amongst declining, stable and growing regions concerning the impact
within new and young firms. The sum of all lags is nearly the same, with declining
regions performing just under stable regions by 0.08 percent and growth regions by
only 0.04 percent with regard to the direct effects.
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Figure 4.4. Impact of start-ups on EMP change, split up in declining, stable and
growing regions
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The data shows no real differences for jobs created internally, but it does show a clear
distinction in the indirect effect between the type of regions (Figure 4.4, bottom graph).
The pattern of decline is rather flat and similar to the pattern for total employment
whereas growing regions, but in particular stable regions, show fairly steep highs and
lows. This indicates that established firms in declining regions are impacted less by
newcomers, which could indeed be explained partially by relative low quality and
growth ambition due to push motivation and selection processes.
Browsing back to Table 4.4 we find an unexpected result for the incumbent firms. The
total impact, the sum of all lags, is negative in nearly all cases. The positive impact in
the first and third stages does not seem to compensate for the negative displacement
effects in the second stage, which are most pronounced in stable regions. The strong
displacement effects can be explained by intense competition and selection.
Apparently, this does not translate into supply-side effects that are great enough to
ensure overall growth.
Answering the second hypothesis is less straightforward. The direct employment
effects were lower in declining regions, but not by much. The indirect effects in
declining regions are negative, but so are they in stable and growing regions. In
declining regions, they were actually the least negative, causing the overall employment
effects to be the largest in declining regions. The latter means we should reject the
second hypothesis, but when we focus strictly on the long term effects, the graphs in
Figure 4.4 clearly show a lower line – leaving the answer open to interpretation.

4.5 Conclusion
The main goal of this Chapter was to disentangle the impact of new business creation
on regional employment growth in different regional contexts, and in particular to
compare declining regions with growing regions. The overall pattern we found
confirms previous research, demonstrating the impact of long term indirect effects on
total employment growth. Interestingly, we found that the sum of all time lags
remained positive on account of the direct effects in the first 2 time lags of the start-up
cohorts: the immediate effect was much larger than the sum of the displacement and
induced effects. The direct effects are per definition a local phenomenon but perhaps
the displacement effects and supply side effects are not visible at the chosen
aggregation level. These results are different to most of the other empirical studies and
need further investigation.
There is not one clear answer to the hypotheses formulated. On the one hand we found
that start-ups do have a positive and significant impact on employment change, despite
the adverse circumstances of population shrinkage in declining regions. Population
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decline in itself is not a reason for concern regarding employment growth. The largest
effect of decline is found in incumbent firms. The older firms seem to adjust their
employment accordingly, whereas this effect is less for new and young firms. On the
other hand, declining regions show the least amount of variation in the impact of startups over time. This suggests that established firms in declining regions are less
impacted by newcomers than established firms in other types of regions, and implies
that modest rates of decline may be manageable and hardly noticeable.
Indeed, a declining population may be irrelevant to some aspects of economic welfare.
Shane (2009) argues that by encouraging more people to start businesses, economic
growth will not be enhanced nor will it create a lot of jobs based on the basic
assumption that the vast majority of people starting a business are not generating
additional jobs and wealth. His reasoning, however, only refers to the direct effect of
new businesses whereas long term employment dynamics result from the indirect
effect. Our results to indicate that entrepreneurs in disadvantaged regions do have a
significant impact on employment growth, both in the short and long term. Thus, even
though entrepreneurship in population declining regions generates less economic
benefits compared to other regions, our results suggest that aiming to foster more local
start-ups remains a desirable strategy for local governments.

Appendix 4.A.
Appendix 4.A1. Vector Autoregression model: Granger Causality/Block Exogeneity
Wald Tests
Dependent variable: Employment change

Chi-sq

Prob.

Start-up rate

96,77

0,00

if decline
if stable
if growth

13,94
21,39
83,53

0,12
0,01
0,00

Dependent variable: Start-up rate

Chi-sq

Prob.

Employment change

16,75

0,05

7,26
9,12
14,12

0,61
0,43
0,12

if decline
if stable
if growth
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Appendix 4.A2. Cross tabulation revealing overlap in types of regions.
Decline
(< -1%)
Rural

28,30%

Stable
(-1> <1%)
22,60%

15,30%
Intermediate

51,70%

64,50%

20,00%

12,90%

100,00%

69,30%

100,00%

73,70%

100,00%

18,90%
10,50%

100,00%

72,10%
54,10%

17,30%

15,80%
100,00%

27,00%
12,60%

13,40%
Urban

Growth
(>1%)

100,00%
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5. The impact of local businesses on
community quality of life: ‘a village without a
shop doesn’t have a heart’9
When a rural region is faced with stagnating population growth and
population ageing, local businesses can contribute to building and
maintaining community quality of life. Entrepreneurship can have a positive
impact on this by generating (small) economic benefits, enhancing social
capital and creating a distinct aesthetic within a community. The Chapter
contributes to the existing literature by taking the perspective of the wider
community. It shows the strong social impact of local businesses on
community quality of life by applying a unique qualitative approach in two
rural case studies in different countries that provide the same insights. The
two case study regions included are rural Northumberland (UK) and rural
Drenthe (NL), both of which are ageing and face a declining workforce. They
help to identify how differences in rural accessibility influence the role of local
businesses in community quality of life. The analysis of focus group
discussions with inhabitants shows that local businesses contribute to the
building of bridging social capital and that they are an integrated part of the
community’s identity. The value attributed to local businesses depends
heavily on the mobility of the individual.
KEY WORDS: ageing, rural, local businesses, focus group discussions, quality
of life

9

This Chapter is based on: Delfmann H. , The role of local businesses on community quality
of life: ‘a village without a shop doesn´t have a heart. 43rd annual RSAI-BIS Conference, 1921 August 2014, Aberystwyth, United Kingdom.
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5.1 Introduction
Many rural regions are undergoing a social transformation as a result of demographic
change, caused by population ageing and increased mobility (Steiner and Atterton,
2014; van Steen and Pellenbarg, 2010). Remote and rural areas that face such
developments have to deal with a number of social and economic challenges as they see
their community quality of life impacted (van Steen and Pellenbarg, 2010). There is a
widespread debate on which exact factors influence the quality of life in small rural
towns, as well as on how to predict when a community will experience a decrease in
quality of life (SER, 2010), but it is clear that as more and more resources and amenities
withdraw from rural communities, the standard of living will eventually decline.
The ability to cope with and accept changes, such as population ageing, in a
constructive manner is fundamental to keeping the quality of life high (Sampson et al.,
2002; Malecki, 1994). The negative vicious cycle of population ageing and decline
causing a lack of critical mass for services, lower start-up rates and lower employment
rates, which in its turn lead to more decline or ageing in rural regions, has been
receiving more research attention recently (e.g. Baumgartner et al., 2013; Paniagua,
2013; Walsh et al., 2012). Rural entrepreneurship has emerged as a key factor for
enhancing rural development (Pato and Teixeira, 2013).
The potential benefits of local businesses to the development of a rural community can
be broadly grouped into three categories: economic, social and physical (Vitartas et al.,
2013). For the purpose of the Chapter, the focus lies on the first two aspects. Even
though the economic benefit of small local businesses is probably small, the economic
perspective cannot be ignored. Small rural businesses contribute to a more diverse
economy and diversity helps to create a stable community (Steiner and Atterton, 2014).
Beyond a (narrow) economic impact, these smaller businesses often create a distinctive
aesthetic and add to the personality that characterizes the local high street. This
distinctive aesthetic attracts residents and tourists to shop there, leading to a more
convivial place and improved community cohesion (Henderson, 2002; Steiner and
Atterton, 2014). This not only gives a small economic impulse, it could also enhance
the perceived quality of life (Shafer et al., 2000).
The impact of local businesses beyond the economic sphere has received far less
attention compared to their economic benefits but in order to see their full impact it is
necessary to consider wider aspects (Markantoni et al., 2013; Vitartas et al., 2013). This
Chapter hopes to make a contribution to this discussion. The social aspect is
approached through the concept of social capital (Bertotti et al., 2011; Rolfe, 2006;
Gabriel and Bowing, 2004). Local businesses can create and enhance social capital by
providing opportunities for inhabitants to interact and develop a sense of community
identity.
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The research question of how local businesses can contribute to the community quality
of life in addition to economic benefits has yet to be explored. There are some
contributions on related themes, such as community resilience, but the literature is
limited (e.g. Besser, 2009, Steiner and Atterton, 2014; Tolbert, 1998; 2002). This study
provides new insights from the wider community revealing entrepreneurship to be a
mechanism for building social capital and enhancing quality of life, where others have
focused on the perspective of the entrepreneur. Social capital has been the topic of a
vast and growing stream of literature, in particularly since Bowling alone (Putnam,
2000), including regional and economic development. However, in combination with
entrepreneurship, research has mainly focused on how social capital can contribute to
and affect the level of entrepreneurship, not the other way around. Westlund and
Bolton (2003) do write that entrepreneurship can be as much a creator of social capital
as a result of it, but few empirical studies have addressed the reciprocal relationship.
The exceptions are those papers focusing on the impact of specifically social enterprises
to social capital (e.g. Bertotti et al., 2011; Eversole et al., 2014). This study takes a
broader view and includes all local businesses, established and newly founded firms,
and aims to determine if and how local businesses can contribute to maintaining the
quality of life in a particularly challenging context of rural, ageing communities. For
rural communities the trend of population ageing is particularly relevant, as it is mainly
young people who are leaving for higher education or for employment opportunities in
urban areas, whereas retired people are moving in (Besser, 2009). Social ties are
disrupted by this process and the facilitating role of local businesses might become even
more important.
Perceptions are crucial within this research, as community quality of life revolves
around the understanding of community members of what makes life good or not good
(Raphael et al., 2001), which is further explained in the theory section. The methods
applied are thus of a qualitative nature: a unique approach of focus group discussions
with inhabitants in two countries. This is needed because, as Woods (2006, p299)
explains, ‘there are many different countrysides’. Rural areas are distinguished by
different landscapes and natural environments, but also by their proximity to urban
centres and relative isolation (Woods, 2006). Rural regions can vary significantly in
terms of accessibility. If the facilities in the next town are easy to reach, will the local
shops matter less for the residents? Particularly from the perspective of the older and
from the less mobile inhabitants, will it matter just how rural, the rural actually is?
Does the relative accessibility of the community influence the importance of local
businesses for rural residents or will their perception of being in the countryside
dominate? This leads to the second research aim, which is to understand whether the
role the local firms play is influenced by the relative distance to other services and
amenities.
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This Chapter explores the contribution of local businesses in rural development in
times of population ageing. It begins by providing background information on the
concept of quality of life and the potential role of local businesses in rural and ageing
communities. Following this, the research methods used in this study are described.
Then, based on the qualitative analysis of focus group discussions, the Chapter presents
findings exploring and highlighting the role of local businesses in rural community
quality of life. The final section presents the conclusions and recommendations.

5.2 From local business to Quality of life
The debate about what exactly quality of life is has been ongoing for years (Ranzijn,
2000). Quality of life is often approached in a quantitative way, researchers try to
measure it. In this case, the experience and perception of the community member is
centrally placed in the research question, therefore the working definition of
community quality of life used here is community factors that are perceived as
affecting the understandings of community members of what makes life good or not
good (Raphael et al., 2001). It is built of the shared features that community members
experience for example, job opportunities, recreational opportunities, housing
affordability, crime rate, schools, taxes, health care and environmental aspects such as
air and water quality or traffic. In particular the community quality of life is made up
of the subjective interpretation of these features made by the inhabitants (Myers, 1987).
In other words, community quality of life is the result of the interaction between three
domains as shown in Figure 5.1: environment, community and economics (Shafer et
al., 2000). The next three paragraphs will illustrate how local businesses can contribute
to all three elements.

5.2.1
Economic benefits
Entrepreneurship is generally assumed to have a beneficial impact on society, often
focusing on its economic impacts, such as the way it drives competition and innovation
and consequently GDP and employment growth (e.g. Armington and Acs, 2004; Stam,
2009). Local businesses create job opportunities for local inhabitants and reduce
unemployment. They may also influence income levels (Atterton and Affleck, 2010).
Especially in rural areas, small businesses are perceived as important for the economic
development of their communities, although in general they generate lower income
levels compared to small businesses in urban regions (Henderson, 2002). Even though
in a small rural context, with rather small economic benefits , local rural businesses do
contribute to a more diverse economy. Diversity helps to achieve a stable community,
more able to cope with changes as it does not depend on just one industry (Steiner and
Atterton, 2014). Rural areas are traditionally dominated by agriculture, but are now
becoming more economically diversified. Koster et al. (2011) found that diversity of
rural Dutch regions has a positive effect and that it even counteracts depopulation.
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Local businesses also ensure that essential products and services reach their
communities (Steiner and Atterton, 2014).

Figure 5.1. Conceptual model of elements contributing to the community quality of life
(adapted from Shafer et al., 2000).

5.2.2
Community benefits
Local businesses can also contribute to other aspects of quality of life, such as the level
of social capital, in that they maintain social relations and provide meeting places
(Morris and Lewis, 1991; Westlund and Bolton, 2003; Steiner and Atterton, 2014).
Traditionally, social capital is divided into two types of capital which are relevant within
a community: bonding and bridging (Putnam, 2000; Granovetter, 1973; Woolcock &
Narayan, 2000; Magis, 2010). Bonding capital refers to the close ties among similar
individuals or groups, such as family and close friends. It builds trust, reciprocity and
is said to be good for ‘getting by’ (Agnitsch et al., 2006). There is, however, also a risk
of too much social capital resulting in a lock-in effect. This negative side of social capital
is most likely to surface in inward-looking and isolated networks. The group has strong
bonding social capital, but stops new inputs from outside the group (Van Deth and
Zmerli, 2010). This lock-in can create intolerance and can for instance make it very
difficult for newcomers to integrate in a rural community. Bridging social capital
reduces this risk by providing ties external to the group, allowing people better access
to resources and reducing dependency (Woolcock, 1998; Putnam, 2000). Bridging
capital refers to the looser ties between people, such as acquaintances or colleagues.
Bridging capital can help to connect to new resources and enhances the distribution of
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information within and between groups (Putnam, 2000). Woolcock (1998) argues that
the presence of both bonding and bridging ties are crucial in the successful
development of community quality of life.
Local institutions are shown to embed people in communities and decrease the number
of out-migrants. The church is a classic example of a place where people meet and
gather (Allen Hays, 2001; Flint et al., 2002). Churches increase civic engagement,
increasing community social capital, and enhancing local quality of life (Tolbert et al.,
1998; 2002). The elementary school often plays a similar important role (Warner,
2009). It is a place where parents will gather together twice a day to drop off and pickup their children exchanging stories about their personal and social lives. But the same
reasoning can be applied to other local establishments, such as pubs, drugstores, coffee
shops, hairdresser’s or grocery stores (Tolbert et al., 2002). Local businesses, alongside
local institutions, can serve as key gathering places strengthening both strong and weak
community ties (Tolbert et al., 2002). Hester (1993) found that local businesses
provide the settings for the community’s daily routine. In his study, these places
included the local drugstore, an old diner and a parking lot next to the post office where
inhabitants would bump into each other.
The theory of social capital suggests that close interaction between rural people
through tight-knit communities is a sign of well-developed social capital, while the
ageing of rural communities and out-migration is seen as a sign of weaker social capital
(Wilson, 2010). Strengthening key aspects of social capital such as relationships
between individuals and organizations based on expectations, reciprocity, trust and
social interaction (Coleman 1988; Lyons 2002; Bertotti et al., 2011) would increase not
only the ability of a community to respond to uncertainty and change (SER, 2010) but
also improve economic opportunities (Coleman 1988; Bertotti et al., 2011). Together
this would result in an improvement in community quality of life (Bertotti et al., 2011;
Shafer et al., 2000).

5.2.3
Distinct Aesthetic
The variety of businesses make communities more attractive places to visit
(Markantoni, 2012). Formula businesses or national chains are required to maintain
standardized services, décor, uniforms, architecture or other similar features, while
independent businesses are not bound by these rules. These smaller businesses often
create a distinct aesthetic and add to the personality that characterizes the local high
street (Miller et al., 2007). This particular charm attracts people to shop there, leading
to a more vibrant and convivial place (Henderson, 2002). It increases the attractiveness
of a place for residents and as a tourism destination, improves community cohesion
and could help develop a sense of community identity (Steiner and Atterton, 2014).
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Independent small businesses in particular tend to draw customers from outside
because they offer unique products or high quality service. Small businesses are more
likely to be locally owned than larger businesses (Besser, 2009) and thus have strong
local ties to the region and tend to be committed to the general well-being of the local
community (Tolbert et al., 2002). Local businesses contribute to the community due to
their capacity to reflect local character, their adaptability and their distinct aesthetic
(Smirniotopoulos, 2001). A local business therefore not only gives a (small) economic
impulse, it can also enhance the perceived quality of life (Shafer et al., 2000). These
three ways through which local businesses influence the community quality of life are
visualised in the conceptual model in Figure 5.2.

Figure 5.2. Conceptual model.
The regional context of this study is an ageing, rural community. Perception is
influenced by environmental factors: quality of life is per definition contextually based
(Ranzijn, 2002). As people age, they experience changes in their individual
characteristics such as their physical health. As we get older, our radius of action
becomes smaller. With declining mobility, it is expected that local shops will increase
in significance for this group with regard to their daily needs (van Dam et al., 2013).
The presence and accessibility of shops within the community will thus become a more
important and prudent consideration with age.
The elderly consumer tends to shop more frequently in stores with which they are
familiar, driven by their reputation rather than price (Miller et al., 1998). Local
businesses provide older adults with places to walk to, to meet others and to stay
independent without a car (Michael et al., 2006). The idea of social capital as
conceptualized earlier is particularly relevant in small rural towns as chance
encounters with acquaintances are more likely in the course of everyday rural life, in
the typical places where everyone knows everyone else (Miller et al., 1998). Local
businesses can therefore play a key role in strengthening social capital (Vitartas et al.,
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2011), due to the local networks they create which increase social interaction among
the local population (Johannisson 1990; Markantoni et al., 2013).

5.2.4
Regional context
Rural regions vary significantly in terms of accessibility and the way we perceive
distance is related to the frequency of travelling a certain distance (Handy, 1996). The
two selected case study regions are chosen for this reason. Rural Northumberland (UK)
and rural Drenthe (NL) are both facing a declining workforce and are strongly ageing
(NSP, 2011; CBS, 2013). But rural regions in the Netherlands are always relatively close
to an urban centre in geographical terms. The infrastructure covers the peripheral
regions well, providing rural regions with fairly easy links to the urban centres. In
England, we find more ‘traditional’ rural regions, which are more isolated and have
weaker links to urbanized areas. However, according to the general perception of both
countries, these are both typical rural regions (Haartsen, 2002; Know
Northumberland, 2012). Based on this, local businesses are expected to play a more
important role for the elderly within the community, primarily because of their limited
mobility. Despite the differences in the two case study regions and in particular the
relative absence of accessible alternatives in the more remote regions, local businesses
are expected to play an equally important role in both cases, due to similar perception
and frequency of travel. The next section describes the two case study regions in more
detail.

5.3 Method
5.3.1
Case study regions
Two case study regions were selected to study the role of local businesses on the
community quality of life in the specific regional context of a rural and ageing
community. The case study regions (see Figure 5.3) Glendale in Northumberland and
Havelte in Drenthe, have many similarities. Both are considered to be rural, have a
small market town, and are attractive green areas with national parks within their
boundaries. Both regions have military influences, they are border regions and are
known for the relatively high numbers of retirement in-migrants. The largest difference
between these case study regions is to be found in their links to urban centres. This
difference does not manifest itself in the number of kilometres between places, but
more in their accessibility.
Northumberland is home to 316,000 people and covers an area of 5,013 km2, of which
96.7% is classed as rural (Know Northumberland, 2012). The case study region of
Glendale is situated in the North of Northumberland. Glendale has a population of
5,042, it measures 566 km², and has a population density of 9 people per km² (Know
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Northumberland, 2012). Glendale’s locality includes the town of Wooler and part of
Northumberland National Park. Even though it is small, Wooler functions as a market
town for the nearby villages and dwellings. Northumberland has an ageing population,
a trend which is set to continue, with the number of older people in Northumberland
predicted to rise dramatically in the next 25 years. By 2033, 31 percent of the total
population in Northumberland is predicted to be aged over 65 (County council, 2012).
In the Netherlands we focus on an area in the province of Drenthe, one of the most
rural regions in the country (Haartsen, 2002). Within the province of Drenthe the
research focuses on the old municipal borders of Havelte. Havelte has approximately
3,200 inhabitants and merged into the municipality of Westerveld in 1998 (CBS, 2014).
As it emerged that the residents still identify themselves as being part of Havelte, not
Westerveld, and the Chapter is concerned with sense of community, the focus in this
study is on Havelte. It is considered an attractive area to live (Bijker et al., 2013), and
similarly to Glendale, the population of this region is ageing considerably – partly due
to retired people moving to the area and partly because young people are migrating out.

Figure 5.3. Havelte in Westerveld Drenthe, NL (left) and Wooler in North East England
(right).
England and the Netherlands are the most densely populated countries in Europe with
England being slightly more densely populated than the Netherlands since 2008 (ONS
- Office for National Statistics, 2012). There is, however, a large difference in terms of
urban – rural linkages; the spatial distribution is very different. The relationship
between urban and rural regions in the Netherlands is exceptional within Europe.
Peripheral regions are connected through a dense infrastructural network, providing
inhabitants with a fairly easy link to the urban centres. Rural regions in the Netherlands
are therefore more connected to urban areas as reflected, for instance, by high levels of
commuting between these regions (OECD, 2008). According to the OECD (2013)
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classification there are no rural regions in the Netherlands, as these are classed as
intermediate regions.
In contrast, in England the rural regions are more isolated and generally have weaker
links to urbanized areas. Their relative geographical locality differs distinctively from
the Netherlands. However, according to common perception among the Dutch, rural
areas do exist. For example, Drenthe is considered a typically rural area (Haartsen,
2002; OECD, 2008; 2013). Common associations made with the Dutch countryside are
dominated by those of ‘space’, ‘quietness’, ‘agriculture’, ‘nature’ and ‘villages’ (Haartsen
et al., 2003) which is very similar to connotations found regarding the countryside in
England. In addition terms like ‘traditional’ and ‘closely knit’ and ‘friendly’ are
associated with the rural setting (Steiner and Atterton, 2014).
In terms of accessibility, the nearest towns to Wooler are Alnwick and Berwick-uponTweed, with populations of 8,000 and 11,000 respectively. Both are about half an
hour's drive away or an hour by bus. Cycling is not a realistic option. Buses run during
the day between 8am and 5pm. Berwick and Alnwick are the first places where services
such as dental or hospital care are available. The nearest urban centres are Newcastleupon-Tyne or Edinburgh, Scotland. In contrast, the nearest towns to Havelte where
such services are available are Meppel with over 32,000 inhabitants and Steenwijk with
over 17,000 inhabitants at distances of 12 and 10 kilometres respectively. These are
considered reasonable cycling distances for most people given the flatness of the
countryside, and are a less than 15 minute drive or an equal 15 minute bus ride away.
Buses run between 6.30am and 9.30pm.

5.3.2
Focus group discussions
Focus group discussions with residents were organised in order to determine the
impact of local businesses on the community. Perceptions are crucial within this
research. A qualitative approach is most suitable to examining how the relationships
between people, businesses and other local institutions influence the community
quality of life. The focus groups provided an opportunity to stimulate community
members to voice their opinions as a result of group discussion rather than expressing
the individual’s perception (Morgan, 1997). Case studies make a context-specific
understanding of regional development possible by taking the effects of public policy,
institutional structure, history and culture into account. The aim is to gain a broad
range of views, in order to understand the impact of local businesses on social aspects
in the community.
Recruitment. Based on the research questions, the target population consisted of both
men and women of all ages from Glendale, Northumberland in the UK, with a focus on
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the town of Wooler. In the case of the Netherlands, both men and women of all ages
from the municipality of Westerveld in the province of Drenthe, with a focus on the
town of Havelte, were asked to participate.
The residents of Glendale were primarily recruited via a local organization that is the
focal point in the community, as articulated by its role as a library, community centre,
work hub and tourist office. This organization distributed a call for participants in its
network, leading to several participants in all group discussions. Also a newspaper
article was published asking for residents to participate. The remaining participants in
these five groups were recruited via key persons, social media, distributing flyers in
local shops and pubs and a snowballing method. The residents of Westerveld were
approached in a similar fashion to the people of Glendale. A call was distributed via the
community centre in Havelte, an advertisement was placed in the local paper and flyers
were distributed in local shops. In the case of Havelte, most participants were recruited
via social media and a snowballing method. The participants took part in the study on
a voluntary basis, none were paid. Ethical practices of confidentiality and anonymity
were adhered to.
Participants. Nine focus group discussions were held with 49 participants in total. Four
groups took place in Havelte, five in Glendale. This results in a total of 23 participants
in the Netherlands and 26 participants in England. The age distribution ranged from
27-93 in the NL, with an average age of 59. The in-migrants into the study region – or
incomers – are slightly over represented at 61 percent. The average number of years of
residence in Havelte was 19 years for those who had moved there. The ages of the
participants in England ranged from 22-81 with an average of 54 years old. The
percentage of incomers was again slightly skewed with 55 percent incomers, but similar
to the Dutch participants, with a high average of over 15 years living in the region.
Appendix 5.A1 provides more details concerning participants in the study.
Analysis. Based on the format developed by Morgan (1997), a semi structured, funnel
guide listing broad questions and predetermined probes was used to facilitate
collecting comparable data from all of the focus groups. All group discussions were
audio-taped and transcribed. Atlas.ti was used to organize the data, facilitate coding
and identify themes. When new views emerged from a discussion, these were used as
additional questions for subsequent groups in order to make sure that these did not
represent an isolated opinion or were a result of group think. Initial codes were based
on previous research and complemented by codes based on the participants’ comments
(Krueger, 1998).
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5.4 Results
Talking to the participants in both regions revealed that they were quite aware of the
generational effect taking place in their communities and the long term effects it can
have. “[…] You do need every generation to make a town viable. And the one we’re
lacking is the 18 to 30 year olds” (UK, female). While the ageing society played a small
part in the participants' lives , the rurality of the two regions had a strong impact on the
perspectives of inhabitants regarding their community feeling. During the group
discussions there were regular remarks comparing the social bonds and social control
present in their community to the lack of these aspects in urban areas: “Yeah, I mean
we have a better social thing than people who live in cities. They’re so close together
yet no one speaks to their neighbours” (UK, male). The people in Glendale describe
their experiences with making acquaintances within the region as quite strong: “I think
this area is probably unique in the way that everybody knows everybody quite well,
in the whole of the county” (UK, male). This high level of social interaction is the point
of departure for this Chapter, to identify if and how local businesses contribute to this.
Several sub aspects are identified, contributing to the rural community feeling and
development of social bonds. The network analysis indicated strong links between
community, quality of life, local entrepreneurship and meeting places. The following
subheadings deal with these features starting with meeting places, followed by social
inclusion and conviviality.

5.4.1
Local businesses as meeting places
Local businesses play an important role in creating the opportunity to meet and
maintain contacts with other inhabitants, facilitating social bonds within the
community. The idea of high chance encounters and well developed weak links seems
to hold up for these communities. The community centre, the local church, pubs and
sports clubs were also mentioned as key meeting places in both case study regions.
There is a clear generational divide however, regarding the relative importance of the
specific place for the individual. Whereas the older generation in Wooler value the
church highly, the younger generation showed general disagreement with this
statement. For them the pub and the sports societies fulfil the same role and needs as
the church and community centre do for the elderly. Local pubs fill this particular gap,
they act as key places and play an important role in facilitating social interaction
amongst young community members.
M: “The older generation are all going to church and we don’t really –”
M: “Pub’s our church! I’m not even kidding.”
M: “But I think a lot of the community here is rugby-based so local rugby clubs,
as well, you do meet a lot of people there that you can catch up with and meet,
really. He plays; we kind of all know people that play.”
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Church played a less prominent role in Havelte, even among the elderly, but the
community centre seems to be equally significant in Havelte to in Wooler. Both
community centres are more appreciated by the elderly population. Local shops,
however, also have an unmistakable function as meeting places in both communities.
They facilitate chance encounters that are highly valued particularly by elderly and by
young mothers, two groups that are relatively limited in their personal mobility. For
some it is even the only form of social contact during the day, clearly indicating the
significance of chance encounters in local shops.
F: “So it’s a very important building block in the community, isn't it, that you're
recognised. I love it here because, chances are when I go to whichever shop,
that on the way there or on the way back, or in the shop there'll be somebody
that, at least, I’ll nod to or will nod to me and say, “Hello.” Which is a very,
very different experience from, say, going to Newcastle or Berwick for me.”
M: “You always bump into somebody you know.”
F: “I used to take about two hours when I used to go along with the buggy and
would [Laughter] go to one shop to get whatever and… but it was lovely and
you'd come back feeling refreshed from the experience.”
F: “And it’s… for some people that might be the only kind of contact they’ve got
with another person, and that’s it.”

5.4.2
Local businesses and social inclusion
Local businesses are actively involved in different community aspects such as
sponsoring local sport facilities or even sponsoring individual cases in need of the
community’s help. Many participants came up with examples of local businesses
organising or supporting activities within the community. The supermarket in Havelte
makes for an interesting example. It is not an independent shop, it is part of a national
chain, but it is locally owned. The proprietor is a well-known public figure in the region.
He and his supermarket were often mentioned as sponsors of local sporting activities
or supporting local schools. But the most striking example came from Wooler, listed
below.
F: “And there’s a little girl, four, five year old. She is deaf. And so the school
rallied together and got the induction system so that she could move round
the classroom and they actually brought somebody in and they taught the
children sign language so that they could communicate.”
M: “But that was sponsored anonymously by local business.”
F: “Local business did it.”
Clearly there is an interest for local businesses to be involved in the community.
Sponsorship is a typical expression of community involvement, aiming for more social
inclusion. As explained in the theory section, too much bonding social capital might
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result in a lock-in effect, creating intolerance toward outsiders. Many of the
participants can be classified as incomers and have been faced with the challenge of
becoming part of the local community. Small businesses help to create bridging social
capital, weak links between people or institutions which counters a possible lock-in.
They help to keep the community accessible to outsiders and facilitate integration. The
participants, however, indicated that it can take a really long time to become fully
accepted and integrated in the community, but “once they accept you, you’re fine”
(Female, UK). “They used to say, “If you get invited to a reception of a wedding you're
nearly there; if you get invited to the wedding itself, you're in.” And it took us 25 years
to be invited to a wedding” (Female, UK). The most important thing indicated by
participants in both communities was making an effort, making sure you attend
activities and that you shop at the local butcher's.
Shopping at the local butcher's, or buying locally in general, was highlighted by nearly
all participants. This is in itself not so much an effect from local businesses on social
capital as it is an indication of the high level of social capital in both communities. It
shows how much the community members appreciate the local businesses, and even
though they realise it will cost a bit more, they tend to act out of solidarity towards their
fellow community members as business owners. People realize that if they want the
shops to stay in business they need to maintain a solid consumer base. “And we
recognise that that’s more expensive than if we were to go to other shops, but it’s local.
[…] It keeps their business alive. Yeah, I mean, it’s one of those things where it’s nice
to have a High Street which does not have all the normal shops. It’s really nice to have
the High Street with independent shops. So, it’s useful, it’s really good to support local
businesses. And I just think it’s good for the local economy, if we can keep money local
then it goes round and round. […] Why am I giving money to Amazon for it to go into
random shareholders and people that, you know… so it’s just supporting the local
economy is a good thing, I suppose” (UK, male).
Another perspective emphasizing the need to buy locally is from an accessibility point
of view. Everything the community members need, they can find within the village. “We
enjoy the quietness and the space of this location, we live in such a nice and rural
place. At the same time, we do have the supermarket, the cash machine, all facilities
within cycling distance and that is just very pleasant”(NL, female). Both villages even
have a shop ‘that has everything’ and if they do not have it ‘they will order it’. This is
especially important for the older generation as they are slowly becoming less mobile,
as it gives them the ability to keep their independence longer. The importance of the
local shops is less essential for the younger generation. The younger generation will
cope just fine without the local shops, as they are more capable of using the internet as
a replacement:
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F: Exactly and they [the older generation] can’t use the internet.
M: Will Tesco replace that for us?
F: That’s exactly it; we’ll have Tesco [Online supermarket].

5.4.3
Local businesses and conviviality
People also buy locally as they recognise that the local shops contribute to the local
economy and diversity, which is also a factor in making the place more convivial . “They
employ community plumbers, joiners, electricians all the rest. They employ people
from within the community so the wages of those they are paying are coming into the
community and helping the community to be sustainable financially, it’s all of these
things. If you lose them and everybody shops out of town, than all Wooler would have
would be a dead cluster of houses here” (UK, male).
The quality of life was perceived as very high in both communities. Conviviality is seen
as part of the community quality of life, as depicted in Figure 5.1 in the theoretical
section. The results indicate that the role local businesses play has indeed to do with a
distinct aesthetic and with conviviality within the community, as “a village without a
shop doesn’t have a heart” (UK, female).
M: “We will fight like crazy for as many nice shops in the High Street as possible.
Because nice shops generate population, bring people in here and give that
feel good factor which is very important”.
F: “And I think small businesses are absolutely wonderful. We try our best to
keep the local amenities and the shops going, because it’s just a lovely place
to live and we’re very lucky.”
F: “That makes a place really dead if nothing is open. Doesn’t it?”
The experience of local conviviality differed considerately between the two case study
regions, which can be traced back to the presence and specific type of local businesses.
In Wooler, people expressed their contentment with the current state of the High
Street, the number of nice shops and coffee places, their charm and the vibrancy as a
result of tourists. Some remarks were made regarding the entrance to the town that
still needed uplifting but in general, the inhabitants were very positive. The number of
shops and other facilities is fairly similar in Havelte, with the exception of the number
of pubs – or the surplus of pubs according to the English participants – as well as a
fairly similar appeal both communities have to tourists. Even though most agree that it
is a very friendly place, where everyone knows everyone else, they do not characterize
Havelte as vibrant. The reason is often sought in the absence of nice restaurants and
bars, and in particular the lack of a true village centre. The comparison with the nearby
village of Diever is often made. Diever has a traditional village centre, ‘a core’ as the
inhabitants explain, whereas they feel Havelte does not. Some even said that Havelte is
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‘as dead as a doornail’, though this depiction could not count on much support and was
often nuanced by other participants. “As an incomer I became a member of an
association and this association quickly made me secretary and because of this I met
a lot of people in a short time. I thought this was very pleasant as the people here are
nice. That’s the way I have experienced it. All is well and people take it easy. But other
than that, I have to say, this is not a very dynamic place” (NL, male). The community
quality of life would thus be judged as somewhat lower in Havelte than in Wooler when
it comes to this aspect. The difference in perceived conviviality between the two case
study regions is probably influenced by the presence and accessibility of other villages.
In the case of Havelte there seems to be some local competition with the nearby villages
over tourists and facilities, which is not the case for Wooler. These regional differences
are further researched in the next section.

5.4.4
Regional differences and relative importance of local businesses
As set out in the methodology section, the two case study regions differ in their
remoteness and accessibility. This leads to some logical differences between the two,
such as the size of the most frequently travelled radius, which is somewhat bigger in
Glendale. It is less crowded in Glendale, with only Berwick (North East) and Alnwick
(South East) nearby. The amount of commuting to the big cities, Newcastle-upon-Tyne
and Edinburgh, is also higher compared to travels to bigger urban centres in the
Netherlands. These differences in accessibility and typical travel distances could
impact the value attributed to local businesses. If there are many accessible
alternatives, the attributed value and need for local businesses might be lower. All
participants were therefore asked to draw their mental map, indicating the most
important places for them.
As expected there were very little differences between the case study regions regarding
the daily or weekly distances travelled. Figure 5.4a and 5.5a seem very different at first
glance, but they represent the same. The drawing on the left (Figure 5.4a) shows the
mental map of a 50 year old female participant. She has a car, is in good physical
condition and has a job. Her mental map starts at her home and shows different layers
of places she visits based on frequency and mobility. The village centre and nearby
facilities are valued and important, but distances are easily covered to more remote
locations. The places mentioned outside of the circle are examples of holiday
exceptions. Some can be considered to be close by whereas New York is far away by any
measure. For her, however, everything outside her most outer circle is equally far: not
in time, but in perception. A very similar story is told by the middle aged, highly mobile
male participant in Northumberland. Wooler remains important as a market town for
everyday items, but its services are easily complemented using nearby towns and cities
(Figure 5.5a).
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Figure 5.4a. Mental map by Dutch female, middle age, mobile; 5.4b. Mental maps by
Dutch female, elderly, limited mobility

Figure 5.5a. Mental map by a middle aged, mobile man in Glendale; 5.5b. Mental map
by an elderly female with limited mobility in Glendale.
Analysing the mental maps of all the participants revealed that whether people
travelled far was related to the frequency of their travels. For most participants in
Northumberland, the commute South was more frequent than North due to either
family, friends or business and people indicated that Newcastle ‘felt’ closer: “We do
occasionally, but it seems… bizarrely it seems further to go. I don’t know. Yeah. We
haven’t travelled much into Scotland. We tend to go south. Then I suppose a lot of our
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family are south. We’re up and down the motorway” (UK, male). However, most of
all, the relative importance of the local shops for daily necessities appeared to be related
to their personal mobility. The drawing in Figure 5.4b shows the mental map of an
elderly woman, who is limited in her freedom to get around. Her world is much smaller
compared to her more vital fellow-villager. To her the supermarket and the bakery are
important local businesses and the community building (Veldkei) provides for most of
her social activities and is currently at the centre of her mental map. Figure 5b shows
the mental map of an elderly lady living in Wooler. Most items on her map are within
walking distance. The local High Street, the community centre and her neighbours are
highly significant. Both mental maps of the elderly participants indicate the individual
buildings that are important for them, their radius of action is small and the value they
attribute to the local businesses is much higher compared to more mobile participants.
Because both Havelte and Wooler have a supermarket and other daily amenities it is
unnecessary to travel far on a regular basis, which is clearly visible in the mental maps
of both less mobile participants (Figure 5.4b and 5.5b).

5.5 Conclusion
The main goal of this Chapter was to examine the contribution of local businesses in
building and maintaining the community quality of life in rural, ageing communities.
The challenge was to go beyond the economic impact of new and existing firms and
investigate the social side of the business impact on community life by taking the
perspective of the inhabitant, which is necessary in order to get the full picture of the
potential impact of local businesses. The second aim was to understand whether the
role the local firms play is influenced by the relative accessibility of the community.
This research involved a sample of adults living in or near Wooler and in or near
Havelte. Given the similar results in the two regions some general conclusions can be
made, but the generalizability of the findings is limited.
In the theoretical framework, we outlined that the literature assigns a positive role to
local businesses in terms of contributing to the community quality of life. Local
businesses can contribute to different aspects of social capital. The analysis of the focus
group discussions with inhabitants show that local businesses contribute mainly to
bridging capital and are an integrated part of the community’s identity. At the core of
social capital are the relationships between individuals and organisations. Bridging
capital is built by strengthening the weak ties amongst inhabitants by facilitating
chance encounters. As Woolcock (1998) explained, bonding social ties are necessary
but insufficient for long-term development and bridging capital is needed to
complement and sometimes counteract lock-in tendencies of bonding capital:
underlining the importance of the local small businesses’ contribution to the creation
of bridging capital.
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Local businesses help to diversity the local economy. Despite the limited economic
impact, the small businesses clearly contribute to this aspect. People buy local products
and services in order to contribute to the firms’ survival as they recognize their
importance for the community quality of life. Buying locally, despite the higher costs
involved, is a clear sign of community involvement and an indication of a high level of
social capital. The local businesses are valued for a number of reasons. First of all, they
facilitate social interaction and inclusion. They sponsor local (sports) activities, they
add a distinct aesthetic and help to create a vibrant community that attracts tourists to
the village. The results indicate that local businesses are also a public good. The social
benefits of entrepreneurship are much greater than just the private good, which
emphasizes the importance of local entrepreneurship regardless of the economic
impact.
No distinct differences were found between people who moved into the region and
those who were born and raised there, but differences were found between the two case
study regions. The local amenities are very similar in both regions, but Wooler is
experienced as being more vibrant, particularly thanks to the small businesses in the
local High Street. Quality of life is highly subjective and depends on culture, habits,
expectations and also personal mobility. This leads to the following conclusion to the
second research question, that it does not seem to matter significantly just how rural
the rural actually is for the importance of local businesses. Wooler is less accessible and
typical travel time is longer but the perception is the same: ‘it’s not that far’. Personal
mobility seems to be the most important determinant in how significant local
businesses are for individuals, not their age or the region's relative accessibility.
Mobility is key.
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Appendix 5.A
Appendix 5.A1. Group descriptions
Group 1, NL: 2 male, 6 female. Age 44-83.
Group 2, NL: 2 male, 3 female. Age 27-69.
Group 3, NL: 4 male, 2 female. Age 41-65.
Group 4, NL: 4 female. Age 50-93.
Total NL: 23 participants, 34 percent male, 61 percent incomers, average age 59.
Group 1, UK: 4 male, 2 female. Age 43-67.
Group 2, UK: 2 male, 2 female. Age 56-76.
Group 3, UK: 1 male, 3 female. Age 48-78.
Group 4, UK: 2 male, 3 female. Age 48-81.
Group 5, UK: 6 male, 1 female. Age 22-33.
Total UK: 26 participants, 39 percent male, 55 percent incomers, average age 54.
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6. Conclusions and discussion
This thesis has examined the role of entrepreneurship in areas that are undergoing
demographic changes, specifically population decline and population ageing, as well as
with different population densities. With a combination of different data and different
methods, we have studied the reciprocal relationship between the regional context and
entrepreneurship. In this Chapter we discuss the main findings to the research
questions and aims formulated in the introduction and throughout the thesis. The
limitations of the data and methods are discussed, followed by policy recommendations
and suggestions for future research.

6.1 Entrepreneurship is resilient to population decline
It is clear that fewer people will eventually lead to fewer new firms, but this does not
mean the relationship is linear. Population decline occurs in different types of regional
context, and this can also lead to different outcomes. We therefore studied how
population change impacts the level of entrepreneurship in different regional contexts
(Chapter 2). The central question was to see whether the relationship between startups and population change differed with different rates of population change and
across regional contexts. We find that population decline can have a negative impact in
the case of mild population decline, but that areas experiencing stronger population
decline show relatively high start-up rates.
We used the eclectic framework by Verheul et al. (2001) to formulate our hypothesis.
In theory, population growth creates an increase both on the demand side and on the
supply side. The theory of branching and self-feeding growth hypothesized by Frenken
and Boschma (2007) explains how population change can potentially have an
additional effect on new business creation when the change is more intense. According
to this evolutionary perspective, growth is self-feeding: the more variety, the higher the
probability that new varieties can be created through recombining old routines. The
positive impact of growth will be lacking in declining regions. The effect of growth on
start-up rates was thus expected to be positive.
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The effects of population change on new business creation differ markedly and
systematically depending on the context they occur in and the intensity of the
population change. Regions facing declining populations exhibit lower start-up rates
but, rather surprisingly, the role of population growth in new business creation appears
limited. This implies that the relationship between population change and new
business creation is primarily determined by the depressing effect of decline and not
by the positive effects of growth. The regression outcomes further showed that
population decline did result in the expected negative impact on new business creation,
but only for mild, not strong, decline. This indicates that population decline, despite
adverse economic effects, can also offer opportunities for new business creation. At the
very least it suggests that a certain minimum level of entrepreneurship is sustained in
such areas.
With the insights gained on the regional level, we changed our perspective to the
individual level and asked new business owners how the regional context affected them
during their decision making process throughout the start-up of their business
(Chapter 3). Population decline and ageing are closely connected. On a national or even
European level the ageing population increasingly poses a challenge with predictions
of a decline in the workforce by 2030 to the level at which two workers are providing
for one non-worker. Rationally and theoretically, location decisions taken by firms
would include an assessment of regional conditions and developments. We found,
however, that population decline and ageing does not have a negative effect on new
business creation per se, which raised the question: why do people choose to start their
firm in a regional context of strong ageing and how does this context influence their
decision making and ambitions throughout the start-up process?
The start-up process is made up of push and pull factors; most likely a combination of
several factors such as a lack of employment opportunities, lifestyle choice, financial
motives or a need for independence. Based on the literature, push effects were expected
to be greater under less favourable conditions impaired by population decline.
Motivation, however, comes hardly ever solely out of necessity. We established that the
small business owner feels unaffected by the declining workforce and the ageing
population and does not act upon these developments, which is in line with our findings
in Chapter 2. While population decline and ageing turned out to have a rather small
impact on new business creation or motivation, we find strong evidence that the degree
of urbanization is highly significant, and this is dealt with in the next section.

6.2 The context mediates the effects
Theoretically, agglomeration has a positive impact on the rate of new business creation
(Armington and Acs, 2002; Audretsch and Fritsch, 1994; Bosma et al., 2008), but the
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relationship between urban and rural regions in the Netherlands is exceptional within
Europe. Peripheral regions are connected through a dense infrastructural network,
providing inhabitants with a fairly easy link to the urban centres. Rural regions in the
Netherlands are therefore more connected to urban areas as reflected, for instance, by
increased commuting between these regions (OECD, 2008). The countryside in the
Netherlands is different, with no predominantly rural regions according to the OECD.
There are, however, many different countrysides. Rural areas are distinguished by
different landscapes and natural environments, but also by their proximity to urban
centres and relative isolation (Woods, 2006). The two case study regions in Chapter 3
and 5 were selected to study this difference between the rural in the Netherlands and
the rural in more traditional terms. We will return to the - lack of - difference in
perception of these two regions in section 6.5.
Our results clearly indicated the importance of the regional context in terms of
urbanization: the relation between the start-up rate and population change largely
depends on the context. Rural municipalities showed less extreme results than urban
regions. In the case of decline in rural regions, a moderate positive effect on the startup rate was observed, suggesting that these start-up rates are a response to the
minimum levels of supply of services and activities that are needed regardless of a
declining population. In contrast, urban regions showed a great difference between
moderate decline and strong decline: In the specific context of an urban region, strong
decline showed a solid positive impact on new business creation whereas moderate
decline indicated a strong negative impact. This suggests that even though urban areas
appear less favourable for new business creation than intermediate areas, they seem
more resilient and able to absorb the effects of decline better than both intermediate
and rural regions (Chapter 2).
Literature also suggests that the quality and potential contribution of new firms depend
on motivation and the regional context. New business creation is the result of
interaction between an individual’s characteristics and their environment, which we
approach through the concept of structuration, narrowed to the notion of
embeddedness (Chapter 3). Embedding is ‘the mechanism whereby an entrepreneur
becomes part of the local structure’ (Jack and Anderson, 2002, p. 467), providing
better access to local information, knowledge and support. This access is considered
crucial in the context of a remote and ageing region.
We found that rurality was primarily a trigger for the new business owners. It greatly
influences the motivation, type of firm and with that also growth aspirations. The indepth interviews with new business owners revealed that the location choice is above
all a residential choice. The priority of these individuals is quality of life, they choose a
residence location regardless of the possibilities for employment. The lifestyle choice is
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highly connected to the rural nature of the area. The lifestyle entrepreneur chooses the
region because of its rurality, despite some obvious drawbacks. These new business
owners choose to locate in these areas, not so much to maximize the performance of
their firm, but rather to maximize their own overall utility or happiness.
In conclusion, while the trend of ageing and decline is likely to be too recent and
gradual for these entrepreneurs to incorporate into their decision making, the rural
context has a much richer history and has been part of a conscious location choice,
which happens to included ageing. This also holds for the case study region in the North
East of England, a region that has faced population decline for over two decades but as
been stable over the last ten years.

6.3 Strong employment effects of new businesses
New business creation is often seen as a means to secure employment opportunities in
the present and the future, particularly in regions that are undergoing population
decline. Regions with a declining population have to deal with a decreasing labour and
consumer market, although we know (Chapter 2) that despite these processes impeding
new business creation, the actual number of new firms does not necessarily drop. But
do (new) firms in declining regions generate the same employment benefits as they do
in growth regions?
Beforehand, we expected to find both positive and negative impacts on employment
growth in the short, medium and long term. Following the method by Fritsch and
others (e.g. Fritsch and Mueller, 2004) using Polynomial Distributed Lags (PDL) we
disentangled direct and indirect employment effects within several cohorts of start-ups
over the course of a decade. The direct effect refers to the new jobs that are created in
the start-ups, this effect is primarily immediate, positive by definition at first but
usually lasts only for a short period because new firms are prone to close down quickly
or remain the same size in number of employees. A start-up will not initially affect
incumbent firms, but allowing for some response time there is a stage of exiting
capacities resulting from the exit and decline of incumbents. The last stage reflects the
theoretically improved competitiveness due to increased competition and the crowding
out of the weakest incumbents, thereby strengthening the innovation and productivity
capabilities of the market. These supply side effects should result in a positive impact
on employment. This process takes about 9 years to play out.
Many arguments suggest that a context of population decline is likely to generate lower
quality start-ups and theory suggests that long term positive effects will only occur
through the process of creative destruction when the quality of the firm is high enough.
Our analysis, however, showed clearly that start-ups have a positive and significant
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impact on employment change, despite the adverse circumstances regions facing
population decline. Start-ups in population declining regions do generate less direct
employment growth than in other regions but the total impact of start-ups on job
creation is higher in declining regions than it is in stable or growing regions. Thus,
population decline in itself is not a reason for concern regarding employment growth.
New business creation in depopulating regions does have an effect on the pattern over
time. The negative effect of displacement is fairly steep in growing and stable regions,
which is not the case in declining regions. This indicates that established firms in
declining regions are impacted less by newcomers, which could indeed be explained
partially by relative low quality and growth ambition of the newcomers due to push
motivation and selection processes.
The results indicate that employment in new firms in declining, stable and growing
regions is responsible for all growth, whereas others have mainly found that growth in
incumbent firms is the driving force of employment change. We did find the largest
impact of decline in incumbent firms. The older firms seem to adjust their employment
to fit the population declining circumstances, the younger firms do not. The analysis
also suggests that established firms in declining regions are less impacted by
newcomers than established firms in other types of regions, and implies that modest
rates of decline may be manageable and hardly noticeable.

6.4 The social side of the story
Theoretically, there are three domains that are relevant for assessing the role of local
businesses for the community quality of life; environmental, community and
economics. In order to see the full potential impact of local businesses it is necessary
to consider wider aspects (Chapter 5). The challenge was to go beyond the economic
impact of new and existing firms and investigate the social side of the business impact
on community life by taking the perspective of the inhabitant. We provide new insights
from the wider community where others have focused on the perspective of the
entrepreneur, and reveal entrepreneurship to be a mechanism for building social
capital and enhancing quality of life.
The economic aspects are important when assessing the community quality of life,
entailing factors such as employment growth (Chapter 4), but businesses also generate
income and contribute to the diversity of the local economy. Our main focus however,
has now shifted to the social aspects of entrepreneurship, with special attention paid to
social capital which is being formed and maintained as a result of local businesses
(Chapter 5). Social capital is divided into bonding and bridging capital. Bonding capital
refers to the close ties among similar individuals or groups, such as family and close
friends. Bridging social capital provides ties external to the group, allowing people
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better access to resources and reducing dependency. Both are crucial in the successful
development of community quality of life. Local businesses, alongside local
institutions, can serve as key gathering places, strengthening both bonding and
bridging ties.
The analysis of the focus group discussions with inhabitants showed that local
businesses contribute mainly to bridging capital. Bridging capital is needed to
counteract social lock-in. People buy local products and services to contribute to the
survival of locally-based firms, as they recognize their importance for the community
quality of life. Buying locally, despite the higher costs involved, is a clear sign of
community involvement and an indication of a high level of social capital. The
inhabitants appreciate the distinct aesthetic of these small, mostly independently
owned businesses. The variety of businesses make communities more attractive places
to visit, attracting both inhabitants and tourists to the village centres. The benefits of
entrepreneurship go beyond private, economic profit, indicating that local businesses
can also be seen as a public good. The local businesses enhance social interaction and
inclusion, they are an integrated part of the community’s identity and contribute to
community quality of life.

6.5 Perception of rurality
The quantitative analyses indicate the importance of rurality for new business creation.
These analyses were set in the very specific context of the Netherlands. From an
international perspective, it can be difficult to see if and where the rural regions are in
the Netherlands, as explained throughout this thesis and for example according to the
OECD definition (OECD, 2008). One might even claim that there is no countryside in
the Netherlands. At the same time, we know that perceptions, rather than objective
measures, may be equally important in determining rurality (Haartsen, 2002). To
assess the role of rurality in terms of perceptions for business creation, a comparative
case-study was conducted between the relatively remote, rural area of Northumberland
in the UK and the well-connected rural area of Westerveld in the Netherlands. We
suggested that perceptions could be taken as the leading factors instead of population
density. We find that it does not matter significantly just how rural or accessible the
countryside factually is for the importance of local businesses according to the
inhabitants.
Perceptions of rurality indeed turned out to be profoundly important for the way people
use their business. For the new small business owners, their location in the countryside
had a big impact on their start-up process either on the type of firm chosen, on their
growth ambitions or on the decision whether to start-up in the first place. There were
few differences between the two case study regions, despite the large difference in
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population density, accessibility of the community and links to nearby urban centres.
The differences we did find could be related to the different countrysides: in
Northumberland all entrepreneurs were clearly pursuing a specific lifestyle, much
more intense than the entrepreneurs in Westerveld, which seems to result in more
hobby-type-businesses and thus also more a-typical businesses in Northumberland.
We also found very few differences in the specific needs and value attributed by
inhabitants regarding the local businesses in their rural communities. The relative
distances to other services and amenities had little effect, it did not seem to matter
significantly just how rural, the rural actually was for the importance of local businesses
as judged by the inhabitants. There was an unrelated aspect that seemed to influence
the importance the most, which was the individual’s personal mobility: being confined
to a limited range of distance, for example due to physical restraints, determined which
shops and which amenities mattered most. In both case study regions, people saw their
home location as both rural and central. Northumberland is less accessible and typical
travel time is longer, but the perception of being in the countryside and still being
relatively central is the same in Westerveld.

6.6 Data and method considerations
A variety of methods was applied, ranging from quantitative to qualitative with a
Spatial Durbin Model in Chapter 2 and a Polynomial Distributed Lag model in Chapter
4 and interviews and focus group discussions in Chapter 3 and 5, respectively. This
section reflects on the data and methods used throughout the thesis.
The analyses presented in Chapters 2 and 4 are executed at the municipality level. As
explained in these Chapters as well as in the introductory Chapter, the small scale was
preferred primarily to identify the declining regions and to understand specific local
issues in the Netherlands. However, there are also some drawbacks of the low
aggregation level. Regardless of the theoretical implications - discussed these Chapters
- there is also a data issue which can only be solved by using models that take spatial
dependence into account. In Chapter 2, both a spatial lag model and a spatial error
model were indicated based on Lagrange Multipliers, which is dealt with accordingly
by estimating a Spatial Durbin Model. In Chapter 4 however, this was not possible
given the specific aim of the Chapter to disentangle the long and short term effects as
well as the direct and indirect employment effects. The wish to identify these effects led
to the choice for the PDL model. To deal with the likely spatial dependence, we opted
to include spatially lagged variables (calculated in Geoda, using a spatial weights matrix
based on first-order contiguity) and also commuting behaviour.
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In Chapter 2 the aim was to gain more insight into the relationship between population
change and new business creation. Given the restrictions of the database, we used startups as a proxy for entrepreneurship. In the case of our dataset, a new start-up equals
self-employed, as registration with the Chambers of Commerce is mandatory in the
Netherlands. Self-employment and new business creation are the most common
proxies for entrepreneurship, but have been criticized for being both too narrow and
too broadly defined - as not all entrepreneurs start their own business and not all startups are entrepreneurial. Other options are to focus only on innovative firms or
including addition information for instance from the Global Entrepreneurship Index,
GEINDEX (Acs and Szerb, 2009). For our purpose, start-ups as a proxy was the best
option, but it should always be kept in mind when interpreting the results from an
entrepreneurial point of view.
The study benefitted from a mixed methods approach. To complement the findings
from the quantitative studies, we conducted interviews and focus group discussions in
two case study regions. These qualitative methods allowed us to understand why
certain results appeared in the quantitative Chapters. The data collected for the two
qualitative Chapters do also have some limitations. First of all, the recruitment of the
new small business owners in the two case study regions differed. Participants in the
Netherlands were systematically recruited via a list of new establishments retrieved
from the Chamber of Commerce. Additional respondents were recruited using
snowballing. In Northumberland, such a complete list was unavailable and we had to
go through key organisations, key people and snowballing to find participants. In both
cases we reached a saturation level after the same number of interviews and found no
indication that the different recruitment methods had any impact on the results.
In Chapter 5, the recruitment process was the same for both regions. The challenge for
this study was to include enough ´regular´ inhabitants, people who were not actively
involved in the community such as local policy makers or running the community
centre. The inhabitants participating in the focus group discussions are mostly people
who are to some extent more involved with their community than the average
inhabitant, as many people felt they ´had nothing to contribute´ or ´had no
knowledge´. We therefore used many different approaches to find participants. Even
though there is possibly some selection bias, the variety of backgrounds, opinions and
the intensity of discussion ensure that the outcomes represent the whole community.

6.7 Implications for Policy and Future Research
In this thesis we have studied the effects of and the effects on entrepreneurship in
regions facing demographic change. Even though population change and ageing have
been salient developments in the Netherlands for some time now, there are still many
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unknown relations of cause and effect that are relevant on a societal level. This thesis
provides valuable insights for local and national policymakers to help them prioritise
and to provide an understanding of the underlying mechanisms and consequences of
their actions.

6.7.1
Policy recommendations
Population decline is not a problem per se. The idea of population growth and economic
growth permeates the public and scientific debate. This thesis has shown that
population decline also offers new opportunities, although it undoubtedly also comes
with important negative effects, particularly for certain groups. Rather than addressing
population decline head-on and in its entirety, it seems more worthwhile to address
specific problems and opportunities associated with these structural changes.
Throughout the thesis it has become clear that a certain degree of path dependency,
habits and perceptions are imperative for the way we cope with changes. Demographic
decline and ageing will cause (some) facilities to be discontinued, people living in these
areas will need to change their mind set and adjust the way they perceive distance. This
will take time and local policy makers can play an important role in facilitating this
process.
The foremost policy recommendation is to continue to facilitate new business creation
in regions undergoing demographic changes. For policy makers it is important to
realise that business formation will continue in these regions. In addition, population
declining regions still see positive employment effects resulting from new business
creation. Mainstream thinking suggests that these regions are not the most obvious
location choice, but people still want to start their own business, even with less than
favourable conditions. For them, the location is the best option. The new business
owners are happy with their location, they are aware of the demographic transitions
but make a conscious choice for the quality of life in the countryside. New business
owners often feel a strong connection to their region and community and want to
contribute in their own way (Chapter 3). These contributions range from occupying and
maintaining otherwise empty buildings to creating jobs or attracting tourists. Policy
should target local community feeling and facilitate local embeddedness, to ensure that
people want to stay and want to contribute to their region.
Furthermore, the results from Chapter 4 showed that entrepreneurship in declining
regions have a strong positive impact on employment change over time. Even though
entrepreneurship in population declining regions generates fewer economic benefits
compared to other regions in the short term, the effects are positive. Therefore, our
results suggest that aiming to foster local start-ups remains a desirable strategy for
local government.
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When dealing with population decline and population ageing measures including those
facilitating new business creation should be tailored to the scale most appropriate. That
is, local policymakers need to be aware of local issues but also include the wider
community. The inhabitants see themselves as being part of a certain community,
programmes therefore need to be embedded in the region. Demographic change does
not stop at the border, issues that arise from demographic change should also be dealt
with within the larger area. In addition, policies aiming at promoting entrepreneurship
should be tailored to the specific regional context. Rural regions have different needs
to urban regions and will also respond differently to policies implemented. These
insights imply that there should be different focuses for policymakers in cities to in the
countryside.
Local government should focus on facilitating these mechanisms, stimulating new
development and providing knowledge and information when needed. Demographic
change is a fairly slow process. The results of the qualitative studies also showed that
people were aware of this, but did not see it as a big issue. Given that the changes are
slow, market mechanisms will be able to deal with some of the new developments. In
many occasions, people will be able to adapt to the new situation. Still, in other areas,
there will be a need for stronger interventions, in particularly if the labour market (or
housing market) is no longer fully functioning. It is important to note that we have
focused on slow population decline, which is probably very different from rapid decline.
Slow decline provides the opportunity for people and policy makers to adjust to the
new situation, to plan for it whereas rapid decline will require a different, more
intensive approach.

6.7.2
Future research
The new insights gained with this thesis also generate follow-up research questions and
opportunities, such as the wish to include individual characteristics of the business
owners to obtain even more precise answers to the questions asked in the quantitative
chapters. Multilevel analysis including at individual, local, regional and national levels
can fully disclose the regional effects of new business creation. The changing
composition of the demand market will eventually require a changed supply of goods
and services. For future research it would thus be very interesting to look into sector
developments within the context of both population decline and ageing.
Surprisingly, the direct employment effect turned out to be the main reason for
employment growth: the immediate effect was much larger than the sum of the
displacement and induced effects (Chapter 4). Based on previous studies, we expected
that the induced effects, also known as the supply side effects, would be the driving
force of regional employment growth. The precise explanation for this different finding
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is unclear and needs further investigation. Another addition to this study would be to
look at relocations within these areas or even to focus on discontinuation in declining
regions versus growing regions.
For this study, we included two case study regions but only one per country. We found
many similarities confirming the importance of regional characteristics. We argue that
small local businesses help to diversify the local economy and add to the identity and
charm of a place. Local businesses, particularly those fully embedded in the
community, function as facilitators in strengthening and promoting several aspects of
social capital, improving social inclusion, and community quality of life in rural areas.
It would therefore be interesting to do comparable research in other regions, in the
same but also in other countries, to check for regional similarities and differences, not
only in other rural communities, but also in urban settings.
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7. Samenvatting in het Nederlands
Ondernemerschap in de lokale context
Krimp, vergrijzing en bevolkingsdichtheid
Het idee van groei, zowel economische groei als bevolkingsgroei, is een dominante
gedachte in relatie tot regionaal economische ontwikkeling. Dit geldt voor onderzoek,
maar ook voor beleid. Een groeiende bevolking wordt geassocieerd met economische
groei: klassieke economische theorieën verklaren hoe productie zal blijven groeien,
mits er maar meer mensen aangenomen kunnen worden. Arbeid is immers één van de
belangrijkste grondstoffen voor productie. De mate van bevolkingsgroei neemt echter
af in de meeste ontwikkelde landen. De wereldbevolking is toegenomen met bijna
dertien procent in het eerste decennium van de 21ste eeuw, maar in diezelfde tijd is
Europa met slechts 1,5 procent gegroeid (UN, 2013). Bevolkingskrimp is inmiddels een
bekend verschijnsel voor de meeste Europese landen. Vele regio’s krimpen reeds, ook
in Nederland. Krimp vraagt om een andere benadering van regionaal economische
ontwikkeling dan een situatie van groei.
Bevolkingskrimp is een complexe kwestie waar vele sociale en economische gevolgen
mee gemoeid zijn. Het zijn vooral jongeren die vertrekken, er worden minder kinderen
geboren en de vergrijzende bevolking blijft vervolgens achter met minder
arbeidskansen, minder detailhandel en minder zorgfaciliteiten (Haartsen en Venhorst,
2010). Krimp versterkt het proces van vergrijzing. Niet alleen worden we ouder, maar
ook méér mensen worden oud. Vergrijzing veroorzaakt een relatieve krimp van de
beroepsbevolking. De verwachting is dat de beroepsbevolking in de toekomst blijft
krimpen (OECD, 2013). Publieke uitgaven komen onder druk te staan doordat de
beroepsbevolking krimpt en de koopkracht daalt. Dit laatste is een direct gevolg van
het vertrek van jongere mensen. Door dit proces kan het voor kleine gemeenschappen
moeilijk worden om een adequate infrastructuur, educatieve en medische faciliteiten
en andere publieke diensten te onderhouden. Dat maakt het op haar beurt weer
moeilijker om nieuwe immigranten aan te trekken of om te voorkomen dat huidige
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bewoners zich elders gaan vestigen (Fésüs et al., 2008; Haartsen en Venhorst, 2010;
Mai en Bucher, 2005; Polèse en Shearmur, 2006; Simmie en Martin, 2010). Hierdoor
ontstaat een negatieve spiraal. Daar komt bij dat sociale banden kunnen verslechteren
door het vertrek van mensen waardoor het individuele sociale vangnet vermindert. Ook
het sociaal kapitaal in een gemeenschap wordt mogelijk lager, wat een nadelig effect
kan hebben op de leefbaarheid.
Bevolkingskrimp kan dus een serieus probleem vormen. Het kan echter ook
geïnterpreteerd worden als een positieve ontwikkeling. Krimp kan verkeerscongestie
verminderen, het milieu ontlasten of bijvoorbeeld geluidsoverlast verminderen (van
Dalen en Henkens, 2011). Het is nog niet duidelijk wat de trend van krimp betekent
voor onze samenleving en economie, wat de mogelijke consequenties zijn en hoe we
hiermee om moeten gaan. Ondanks dat bevolkingskrimp in Nederland nog geen
dramatische vormen aanneemt zoals elders in Europa wel het geval is (Barca, 2009;
European Commission, 2010), is de verandering structureel en incrementeel. De
uitdaging is om de krimpende gebieden ook in de toekomst leefbaar te houden (SER,
2011).
Deze thesis betoogt dat ondernemerschap een belangrijke rol kan spelen in het leefbaar
houden van deze regio’s, zowel economisch als sociaal. Dit onderzoek bekijkt de rol van
ondernemerschap in de sociale en economische veerkracht van regio’s
gekarakteriseerd door bevolkingskrimp en vergrijzing. De link tussen krimp en het
niveau van ondernemerschap wordt onderzocht om te kunnen bepalen of er een
causale relatie is tussen deze aspecten. De relevantie van dit onderzoek en de
wetenschappelijke bijdrage is drieledig. De eerste bijdrage betreft de context; het
onderzoek draagt bij aan het relatief beperkte onderzoek over krimpregio’s. De
mogelijke gevolgen van bevolkingskrimp zijn tot dusver nog onduidelijk (SER, 2010)
en dit onderzoek stelt de complexe problematiek van bevolkingskrimp aan de orde. Ten
tweede is de rol van ondernemerschap en de manier waarop dit ontwikkelt binnen een
krimpende context nog onbekend. Ten slotte bekijkt het onderzoek de manier waarop
ondernemerschap invloed heeft op de omgeving in zowel economische als sociale
termen.

7.1 Onderzoeksvragen
Het is evident dat minder mensen uiteindelijk tot minder nieuwe bedrijven zal leiden,
maar dat betekent niet noodzakelijkerwijze dat de relatie lineair is. Bevolkingskrimp
komt in verschillende typen gebieden voor en dit kan ook tot verschillende uitkomsten
leiden. Als dit inderdaad zo blijkt te zijn, dan is dit een belangrijk argument voor
gebied-specifiek-beleid gericht op het omgaan met bevolkingskrimp. Om hier inzicht
in te geven, wordt er in deze thesis naar verschillende regionale contexten gekeken. De
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invloed van de regionale context op het voorkomen en de effecten van
ondernemerschap staan centraal in dit onderzoek. De eerste onderzoeksvraag,
behandeld in hoofdstuk 2, betreft daarom “in hoeverre is de relatie tussen nieuwe
bedrijfsoprichtingen en bevolkingsveranderingen afhankelijk van de mate van groei
of krimp en van de mate van stedelijkheid?”. De resultaten tonen aan dat
bevolkingskrimp een negatief effect kan hebben op het aantal oprichtingen in het geval
van milde krimp, maar gebieden die sterkere krimp ervaren laten juist relatief veel
nieuwe oprichtingen zien.
Met de verkregen regionale inzichten veranderen we het aggregatieniveau van de regio
naar het individu (hoofdstuk 3). Door in gesprek te gaan met nieuwe ondernemers
wordt inzicht verkregen in het besluitvormingsproces van de ondernemer gedurende
de startfase en hoe de lokale context dat proces en de persoonlijke motivatie beïnvloedt.
Krimp en vergrijzing zijn sterk met elkaar verweven. Rationeel en theoretisch zou de
locatiekeuze van een bedrijf een afweging van de regionale omstandigheden en
ontwikkelingen moeten inhouden. Krimpregio’s hebben te maken met een kleiner
wordende arbeidsmarkt en consumentenmarkt, al weten we (hoofdstuk 2) dat ondanks
deze belemmerende ontwikkelingen het aantal nieuwe oprichtingen niet
noodzakelijkerwijze vermindert. Dit leidt tot de vraag, waarom kiezen mensen ervoor
om hun bedrijf te beginnen in een sterk vergrijzende regio en hoe beïnvloedt deze
context hun besluitvorming en ambities? Nieuwe bedrijvigheid wordt vaak gezien als
mechanisme om baankansen in het heden en in de toekomst te waarborgen, in het
bijzonder in krimpregio’s. Maar leveren deze (nieuwe) bedrijven in krimpregio’s ook
dezelfde hoeveelheid banen op als ze dat ze in groeiregio’s zouden doen? Deze vraag
wordt in hoofdstuk 4 behandeld.
Voor het bepalen van de rol van lokale bedrijven in de kwaliteit van leven in een
gemeenschap zijn drie domeinen relevant, namelijk de omgeving, gemeenschap en
economie (Shafer et al., 2000). Om de volle impact te kunnen zien van lokale bedrijven
is het dus noodzakelijk om verder te kijken dan de economische invloed van nieuwe en
bestaande bedrijven en ook de sociale kant te belichten (hoofdstuk 5). De vraag die hier
gesteld wordt is: Hoe dragen lokale ondernemingen bij aan de lokale kwaliteit van
leven? Vanuit het perspectief van de bewoner komen we tot nieuwe inzichten over de
bredere gemeenschap, waar andere studies zich hebben gericht op het perspectief van
de ondernemer. We laten zien hoe ondernemerschap een mechanisme kan zijn voor
het ontwikkelen en onderhouden van sociaal kapitaal en het bevorderen van de
kwaliteit van leven.
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7.2 De context beïnvloedt de effecten
De effecten van bevolkingskrimp op bedrijfsoprichtingen zijn duidelijk afhankelijk van
de context waarin gekeken wordt. Bevolkingsontwikkeling heeft een complexe relatie
met het aantal oprichtingen. Boven een bepaalde drempelwaarde heeft extra groei van
de bevolking geen effect meer op het aantal nieuwe oprichtingen. Datzelfde geldt voor
krimp. In de eerste fase daalt het aantal bedrijfsoprichtingen parallel aan de
bevolkingskrimp. Onder een drempelwaarde blijft het aantal oprichtingen echter
stabiel. Dit betekent dat ondanks bevolkingskrimp en bijbehorende nadelige
economische effecten, er nog steeds kansen zijn voor nieuwe bedrijvigheid.
In theorie heeft agglomeratie een positieve impact op het aantal nieuwe
bedrijfsoprichtingen (Armington en Acs, 2002; Audretsch en Fritsch, 1994; Bosma et
al., 2008). Onze onderzoeksresultaten laten inderdaad duidelijk zien dat de mate van
urbanisatie van belang is als het gaat om ondernemerschap. Het zijn echter de
plattelandsgemeentes die minder heftig op krimp reageren dan de stedelijke gemeentes
waar de verwachting andersom was. In het geval van krimp op het platteland vinden
we zelfs een gematigd positief effect voor het aantal bedrijfsoprichtingen. In stedelijke
gemeentes valt vooral het grote verschil tussen gematigde krimp en sterke krimp op.
Sterke krimp in een stedelijk gebied laat een solide positieve impact op
bedrijfsoprichtingen zien, waar gematigde krimp een duidelijk negatief effect heeft. Dit
grote verschil tussen sterke krimp en gematigde krimp impliceert echter dat stedelijke
gebieden ten opzichte van matig stedelijke en rurale gebieden veerkrachtiger zijn en
meer in staat om de effecten van krimp te absorberen (hoofdstuk 2).
Ook de kwaliteit van nieuwe bedrijven is afhankelijk van de regionale context, maar
ook van de startmotivatie (Acs en Varga, 2005). Een bedrijfsoprichting is het resultaat
van de interactie tussen de eigenschappen van een individu en diens omgeving.
Middels het concept van ´structuration´, gereduceerd tot het idee van inbedding,
wordt inzicht verkregen in het proces van opstarten (hoofdstuk 3). Inbedding is het
mechanisme waarmee een ondernemer onderdeel wordt van de lokale structuur (Jack
en Anderson, 2002), waardoor zij betere toegang hebben tot lokale informatie, kennis
en steun. Deze toegang is cruciaal in een afgelegen, vergrijzende regio.
De motivatie om een bedrijf te starten bestaat uit diverse factoren. Factoren die je
trekken om voor jezelf te starten of die je juist in die richting duwen; ook wel push en
pull genoemd. In het algemeen geldt er een combinatie van motieven zoals lage
baankansen, keuze voor een bepaalde levensstijl, financiële drijfveren of de behoefte
aan onafhankelijkheid van een werkgever. Op basis van bestaande literatuur is de
verwachting dat de pushfactoren sterker zouden zijn in regio’s met minder gunstige
omstandigheden, veroorzaakt door bevolkingskrimp. De reden om een eigen bedrijf te
starten is echter zelden puur uit noodzaak. We stellen vast dat de motivatie van de
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kleine ondernemer in krimpgebieden nauwelijks wordt beïnvloed door de krimpende
beroepsbevolking en vergrijzing. Overeenkomstig de uitkomsten van hoofdstuk 2 blijkt
dat de nieuwe ondernemer niet reageert of inspeelt op deze demografische
ontwikkelingen. Waar bevolkingskrimp en vergrijzing weinig invloed blijken te hebben,
vinden we juist sterk bewijs dat de mate van urbanisatie een bijzonder grote rol speelt
in de keuze voor een eigen bedrijf.
Het plattelandskarakter van de regio bleek een belangrijke drijfveer voor nieuwe
ondernemers. Het wonen op het platteland had een grote invloed op de motivatie, op
het type bedrijf en daarmee ook op de ambities van de ondernemer. De diepteinterviews onthulden dat de bedrijfslocatiekeuze bovenal een woonlocatiekeuze was.
De prioriteiten van deze ondernemers ligt op de kwaliteit van leven, zij kiezen voor een
woonlocatie ongeacht de kansen op de arbeidsmarkt. De keuze voor een landelijke
woonlocatie was sterk verbonden aan de wens voor een bepaalde levensstijl. De
levensstijlondernemer kiest voor de regio vanwege de landelijkheid, ongeacht de
mogelijke nadelen. Deze nieuwe ondernemer kiest zijn locatie, niet met de intentie voor
winstmaximalisatie maar eerder om het eigen geluk te maximaliseren.
Waar de trend van vergrijzing en krimp wellicht te recent of te geleidelijk is om door
deze ondernemers in hun besluitvorming meegenomen te worden, heeft de landelijke
context een veel rijkere geschiedenis en is het onderdeel geweest van een zeer bewuste
locatiekeuze. Vergrijzing maakt daar slechts toevallig deel van uit. Deze conclusie houdt
ook stand in de casestudieregio in Noordoost Engeland, een regio waar ruim twee
decennia lang krimp heeft plaats gevonden.

7.3 Sterke werkgelegenheidseffecten van nieuwe bedrijven
Het effect van nieuwe bedrijvigheid op baancreatie varieert van positief tot negatief
naar gelang de verstreken tijd sinds oprichting. Deze positieve en negatieve effecten
zijn het nettoresultaat van baancreatie en -destructie in de nieuw opgerichte bedrijven
(het zogenoemde directe effect) en van baanontwikkelingen in bestaande bedrijven die
worden beïnvloed door de nieuw oprichtingen (het indirecte effect). Op de korte
termijn overheerst het positieve effect, omdat er per definitie banen gecreëerd worden
in de nieuw opgerichte bedrijven. Over het algemeen is dit echter maar van korte duur,
aangezien nieuwe bedrijven in veel gevallen kort bestaan of niet groeien. Een nieuw
bedrijf zal bij de start geen effect hebben op zittende bedrijven. Nadat een nieuwe
bedrijf gevestigd is, zal er een fase volgen waarin sommige zittende bedrijven zullen
reageren door de markt te verlaten of in te krimpen. Deze tweede fase wordt vervolgens
opgevolgd door een fase gekenmerkt door de verbeterde competitiviteit als gevolg van
toegenomen concurrentie en het vertrek van zwakke bestaande bedrijven. Hierdoor
wordt de innovatiekracht en productiviteit van de markt versterkt. Deze effecten aan
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de aanbodkant zouden er toe moeten leiden dat er een positieve impact te zien is op de
werkgelegenheid.
Om een goed beeld te vormen van het totale werkgelegenheidseffect van oprichtingen
moeten alle drie fasen meegenomen worden. Empirisch onderzoek heeft aangetoond
dat het totale proces van de drie fases zes tot tien jaar duurt (o.a. Fritsch en Noseleit,
2009; Van Stel en Suddle, 2008). Om de directe en indirecte effecten van nieuwe
bedrijven op werkgelegenheid te kunnen onderscheiden maakten we gebruik van
Polynomial Distributed Lags (PDL) (o.a. Fritsch en Mueller, 2008). Diverse cohorten
van bedrijven worden gevolgd gedurende een decennium.
Er zijn argumenten aan te voeren waarom er in een context van krimp kwalitatief
minder goede bedrijven worden gevormd die daardoor een kleinere invloed hebben op
de regionale werkgelegenheidsontwikkeling. Dit komt bijvoorbeeld doordat hoger
opgeleiden vaak als eersten een krimpgebied verlaten waardoor de kwaliteit van de
regionale arbeidsmarkt lager wordt (Mueller et al., 2008; Skuras et al., 2005).
Daarnaast is de gemiddelde leeftijd hoger in krimpgebieden. Ook dit kan een negatieve
impact hebben op de groeipotentie van een bedrijf aangezien jonge ondernemers in de
regel dynamischer en meer risicobereid zijn (Meccheri en Pelloni, 2006).
Aanwezigheid van kwalitatief minder goede bedrijven zou betekenen dat er ook minder
positieve
langetermijneffecten
op
werkgelegenheid
zouden
zijn.
Deze
langetermijneffecten van nieuwe bedrijven treden namelijk alleen op door het proces
van creative destruction op het moment dat de kwaliteit van de nieuwe ondernemingen
goed genoeg is (Koster en van Stel, 2013; Mueller et al., 2008). Onze analyse laat echter
duidelijk zien dat bedrijfsoprichtingen een significant en positief effect hebben op
banengroei, ondanks de bevolkingskrimp. Oprichtingen in krimpgebieden produceren
wel minder directe werkgelegenheidsgroei dan andere regio’s, maar de totale impact
van bedrijfsoprichtingen op baancreatie is groter in krimpgebieden dan in stabiele of
groeiende regio’s. Met andere woorden, krimp op zichzelf is geen reden tot zorg als het
gaat om werkgelegenheid. Bedrijfsoprichtingen in krimpgebieden laten wel een ander
patroon over de loop der jaren zien vergeleken met de overige gebieden. Het negatieve
effect van verplaatsing (displacement) is vrij sterk in groeiende en stabiele regio’s,
terwijl dit niet het geval is in krimpgebieden. Een relatief vlak patroon in de
krimpregio’s duidt erop dat bedrijven in krimpgebieden minder beïnvloed worden door
nieuwkomers op de markt. Dat zou weer kunnen worden verklaard door mogelijk
lagere kwaliteit en minder hoge groeiambities van de nieuwe bedrijven door het
selectieproces en de pushmotivatie.
De resultaten laten zien dat het de banen binnen de nieuwe bedrijven zijn die
verantwoordelijk zijn voor regionale werkgelegenheidsgroei, zowel in krimp-, stabielals groeiregio’s. Dit resultaat staat in contrast met eerdere studies waar juist is
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aangetoond dat de baancreatie in gevestigde bedrijven de drijvende kracht is achter
regionale werkgelegenheidsgroei. Het negatieve effect van bevolkingskrimp op
werkgelegenheidsgroei was het meest zichtbaar binnen de reeds gevestigde bedrijven.
De oudere ondernemingen lijken hun aanbod van banen aan te passen aan de
krimpende omstandigheden, waar, in lijn met hoofdstuk 3, de jonge bedrijven dat niet
doen. De analyse laat echter ook zien dat de bedrijven in krimpgebieden minder
beïnvloed worden door nieuwkomers dan bedrijven in andere regio’s. Dit impliceert
dat gematigde krimp heel beheersbaar is en wellicht nauwelijks merkbaar.

7.4 De sociale kant
Naast de economische aspecten van (nieuwe) bedrijvigheid is ook de potentiele sociale
impact van ondernemerschap van belang voor de kwaliteit van leven in een
gemeenschap. In hoofdstuk 5 staat daarom de sociale kant van het verhaal centraal,
met specifieke aandacht voor de functie van lokale bedrijvigheid voor het sociaal
kapitaal. Sociaal kapitaal kan worden opgedeeld in verbindend (bonding) en
overbruggend (bridging) kapitaal. Verbindend sociaal kapitaal gaat over de hechte
banden tussen soortgelijke mensen en groepen zoals familie en goede vrienden.
Overbruggend sociaal kapitaal verbindt de groep met externen, waardoor mensen
betere toegang hebben tot hulpbronnen en dat vermindert afhankelijkheid. Beide
onderdelen zijn cruciaal in de succesvolle ontwikkeling van kwaliteit van leven binnen
een gemeenschap. Lokale bedrijven en instituties kunnen fungeren als belangrijke
ontmoetingsplaatsen en daarmee zowel verbindend als overbruggend sociaal kapitaal
versterken.
De analyse van de focusgroepdiscussies met bewoners laat zien dat lokale bedrijven
vooral bijdragen aan overbruggend kapitaal. De bewoners kopen lokale producten en
diensten om bij te dragen aan de continuïteit van lokale ondernemingen omdat men
realiseert hoe belangrijk deze bedrijven zijn voor de kwaliteit van leven. Lokaal
winkelen, ondanks hogere kosten, is een duidelijk teken van betrokkenheid van de
gemeenschap en een indicatie van hoog sociaal kapitaal. De bewoners waarderen
vooral de unieke charme van deze kleine, voornamelijk onafhankelijke, lokale
bedrijven. De diversiteit van bedrijven maakt plaatsen aantrekkelijker om te bezoeken
waardoor zowel bewoners als toeristen naar het dorpscentrum getrokken worden.
Lokale bedrijven dragen op die manier bij aan sociale interactie en levendigheid in de
gemeenschap.

7.5 Perceptie van platteland
De kwantitatieve analyses geven duidelijk aan dat er een belangrijke relatie bestaat
tussen de mate van urbanisatie en bedrijfsoprichtingen. Deze analyses zijn uitgevoerd
in Nederland, een heel specifieke context als het gaat om platteland. De verhouding
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tussen urbaan en ruraal in Nederland is uitzonderlijk binnen Europa. Perifere regio’s
in Nederland zijn goed verbonden via een hechte infrastructuur, waardoor bewoners
een redelijk makkelijke aansluiting hebben met stedelijke gebieden. Dit is duidelijk
terug te zien in bijvoorbeeld het pendelverkeer tussen stad en platteland (OECD,
2008). Vanuit een internationaal perspectief kan het lastig zijn om te zien waar het
platteland is in Nederland. Volgens Europese definities, gebaseerd op
bevolkingsdichtheid, is er zelfs helemaal geen platteland in Nederland (OECD, 2008).
Dat betekent echter niet dat platteland niet bestaat voor de Nederlandse ondernemer.
Perceptie kan net zo belangrijk zijn als objectieve maatstaven voor het bepalen van wat
platteland is (Haartsen, 2002) en landelijke gebieden kunnen ook worden
onderscheiden door de afstand tot stedelijke kernen en relatieve isolatie (Woods,
2006). Om te bepalen in hoeverre landelijkheid een rol speelt voor bedrijfsoprichtingen
zijn er twee casestudies vergeleken. De twee casestudieregio’s die voor hoofdstuk 3 en
5 geselecteerd zijn, zijn uitgekozen om het verschil in ruraal in Nederland en ruraal in
meer traditionele termen te onderzoeken. Eén in het relatief afgelegen, rurale gebied
Northumberland in het Noordoosten van Engeland, en één casestudie in Westerveld
(Drenthe) met relatief korte, goede verbindingen met stedelijke kernen.
Perceptie bleek inderdaad van groot belang voor hoe ondernemers hun bedrijf zien en
opzetten. Voor de nieuwe, kleine ondernemers bleek de locatie op het platteland een
grote impact te hebben op het gehele oprichtingsproces, op hun motivatie en op het
type bedrijf. Dit gold voor beide casestudieregio’s. Er waren weinig verschillen tussen
de gebieden, ondanks het grote verschil in bevolkingsdichtheid, toegankelijkheid en
verbinding met dichtstbijzijnde stedelijke kernen. Er is echter wel één duidelijk verschil
geconstateerd dat toe te schrijven is aan de mate van ruraliteit: in Northumberland
waren alle ondernemers sterk gemotiveerd door het nastreven van een landelijke
levensstijl, veel meer intens dan de ondernemers in Westerveld. Dit verschil leidde tot
meer bijzondere, atypische bedrijven in Northumberland.
Hoe landelijk of hoe toegankelijk het platteland feitelijk is, blijkt ook weinig verschil op
te leveren voor hoeveel belang de bewoners hechtten aan lokale bedrijven. De relatieve
afstand naar andere diensten of voorzieningen blijkt van weinig belang voor de
inwoners van de casestudieregio’s. Er was wel een niet verwant aspect dat van belang
bleek voor de waarde die aan lokale bedrijvigheid werd toegekend: de persoonlijke
mobiliteit. Verminderde persoonlijke mobiliteit, bijvoorbeeld door fysieke beperkingen
maar ook moeders met jonge kinderen, bepaalt mede welke winkels en welke
voorzieningen van het grootste belang zijn. In beide casestudieregio’s zagen bewoners
hun woonplaats als landelijk en tevens centraal. Northumberland is minder
toegankelijk en de reistijd is gemiddeld langer, maar het idee van leven op het
platteland en toch centraal wonen is hetzelfde als in Westerveld.
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7.6 Beleidsimplicaties
Krimp hoeft helemaal geen probleem te zijn. Het beeld van bevolkingsgroei en
economische groei overheerst echter in het publieke en wetenschappelijk debat. Dit
proefschrift toont aan dat krimp nieuwe kansen biedt, al gaan er zeker ook negatieve
effecten mee gepaard. In plaats van krimp in zijn geheel aan te pakken of te bestrijden
moet men zich richten op de specifieke problemen en mogelijkheden die samengaan
met deze structurele veranderingen.
Door het gehele onderzoek heen is gebleken dat pad-afhankelijkheid, gewoontes en
percepties bepalend zijn voor de manier waarop men omgaat met veranderingen.
Demografische krimp en vergrijzing zullen ervoor zorgen dat (een aantal) faciliteiten
verdwijnen. Bewoners van deze gebieden zullen moeten wennen aan de nieuwe
omstandigheden en bijvoorbeeld hun kijk op afstand moeten aanpassen, wat enige tijd
zal vergen. Lokale beleidsmakers kunnen een belangrijke rol spelen om dit proces te
faciliteren.
De belangrijkste beleidsaanbeveling op basis van dit onderzoek is om nieuwe
bedrijvigheid te blijven stimuleren en faciliteren in regio’s onderhevig aan
demografische verandering. Ook in deze krimpende en vergrijzende regio’s ontstaan
kansen voor nieuwe ondernemingen en deze nieuwe ondernemingen hebben een
positief effect op de regionale werkgelegenheid.
Vergrijzende en krimpende regio’s lijken wellicht niet de meest voor de hand liggende
keuze voor een bedrijfslocatie, maar men start hier wel – ondanks de op het oog
suboptimale omstandigheden. Voor de nieuwe ondernemers is deze locatie echter wel
de beste locatie. De nieuwe eigenaren zijn blij met hun locatie. Ze zijn bekend met de
demografische veranderingen, maar kiezen bewust voor de kwaliteit van leven op het
platteland. De nieuwe ondernemers voelen zich verbonden met hun regio en
gemeenschap en willen op hun eigen manier hieraan bijdragen (hoofdstuk 3). Die
bijdrage varieert van het in gebruik nemen en onderhouden van anders leegstaande
panden, tot het creëren van banen of het aantrekken van toeristen. Beleid zou gericht
moeten zijn op het gemeenschapsgevoel en het faciliteren van lokale inbedding, om er
zo voor te zorgen dat men daar wil blijven en wil bijdragen aan de regio. De resultaten
van hoofdstuk 4 laten bovendien zien dat ondernemerschap in krimpgebieden een
positief effect heeft op werkgelegenheid. Al genereert ondernemerschap in
krimpgebieden minder werkgelegenheid op de korte termijn in vergelijking met andere
regio’s, de effecten zijn wel positief. Het bevorderen van lokale bedrijvigheid blijft
daarmee een wenselijke strategie voor lokale overheden.
Het is tevens van belang dat maatregelen op het juiste schaalniveau worden ingezet.
Het beleid dat gericht is op het stimuleren van ondernemerschap moet worden
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afgestemd op de specifieke regionale context. Rurale gebieden hebben andere
behoeftes dan urbane regio’s en zullen ook anders reageren op maatregelen die
geïmplementeerd worden. Er moet dus een onderscheid gemaakt worden in
ondernemerschap stimuleren in steden en ondernemerschap stimuleren op het
platteland. Daarnaast moeten beleidsmakers zich bewust zijn van lokale kwesties.
Bewoners zien zichzelf als onderdeel van een bepaalde gemeenschap, maatregelen
werken daardoor het beste wanneer deze goed ingebed zijn in die gemeenschap. Krimp
houdt echter niet op bij de dorpsgrens of gemeentegrens, maar gemeenschappen ook
niet per se. Het is daarom van belang om ook de omliggende regio te betrekken.
Krimp is een relatief langzaam proces, zeker in het geval van de onderzochte landen.
De resultaten van de kwalitatieve analyses laten zien dat mensen zich bewust zijn van
het proces van bevolkingsverandering, maar dat zij het niet als een groot probleem
ervaren. Gezien de traagheid van de ontwikkeling zullen marktmechanismes voor een
deel de gevolgen van krimp en vergrijzing kunnen opvangen. In veel gevallen zal men
zich aanpassen aan de nieuwe situatie. Op andere gebieden echter, kan het nodig zijn
om meer ingrijpende maatregelen te treffen, bijvoorbeeld wanneer de arbeidsmarkt of
huizenmarkt niet meer goed functioneert. Het is belangrijk om op te merken dat er in
dit proefschrift gefocust wordt op langzame krimp. Langzame krimp is waarschijnlijk
heel anders dan wanneer er snelle en hevige bevolkingskrimp plaats vindt. In het eerste
geval hebben inwoners en beleidsmakers de mogelijkheid om zich aan te passen en om
in te spelen op krimp, terwijl er in het tweede geval waarschijnlijk een intensievere
aanpak nodig zal zijn.

7.7 Tot slot
De nieuwe inzichten die voortkomen uit het proefschrift wekken ook nieuwe
onderzoeksvragen en -mogelijkheden op, zoals het meenemen van individuele
eigenschappen van de ondernemers in de kwantitatieve vraagstukken, om een nog
completer antwoord te kunnen geven. Multilevel analyse, waarbij zowel naar het
individu als naar de lokale, regionale en nationale niveaus wordt gekeken, kan het
regionale effect van nieuw ondernemerschap volledig ontrafelen. De veranderende
samenstelling van de consumentenmarkt zal uiteindelijk ook een verandering in het
aanbod van goederen en diensten vereisen. Voor vervolgonderzoek zou het daarom
interessant zijn om sectorontwikkelingen in de context van groei en krimp te
onderzoeken.
Voor dit onderzoek hebben we twee casestudieregio’s gebruikt, één per land. We
hebben vele overeenkomsten gevonden welke het belang van regionale
karakteristieken onderstrepen. We beargumenteren dat kleine lokale bedrijven helpen
om de lokale economie te diversifiëren en dat ze belangrijk zijn voor de identiteit en
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charme van een plaats. Lokale bedrijven, in het bijzonder de bedrijven die helemaal
ingebed zijn in de gemeenschap, functioneren als katalysator in het versterken en
stimuleren van diverse aspecten van sociaal kapitaal, in het verbeteren van sociale
aansluiting en de kwaliteit van leven in een plattelandsgemeenschap. Het zou daarom
interessant zijn om vergelijkbaar onderzoek te doen in andere regio’s, in dezelfde en in
andere landen, om te kijken naar regionale verschillen en overeenkomsten, niet alleen
in plattelandsgebieden maar ook in een stedelijke setting.
Samenvattend kan gesteld worden dat bevolkingskrimp en vergrijzing reeds tot de
realiteit behoren voor vele regio’s in Europa en een steeds grotere uitdaging vormen.
Dit proefschrift heeft de rol van ondernemerschap belicht in de sociale en economische
veerkracht van regio’s gekarakteriseerd door bevolkingskrimp en vergrijzing. We
hebben laten zien hoe ondernemerschap banengroei creëert, ondanks
bevolkingskrimp. Tevens hebben we laten zien dat er ook in bevolkingskrimpregio’s
kansen blijven ontstaan voor nieuw ondernemerschap. Er lijkt daarmee geen sprake te
zijn van een negatieve neerwaartse spiraal als gevolg van krimp. De voordelen van
ondernemerschap gaan daarnaast voorbij aan het private, economische profijt;
ondernemerschap kan een mechanisme zijn voor het ontwikkelen en onderhouden van
sociaal kapitaal. Lokaal ondernemerschap kan op die manier ook gezien worden als een
publiek goed. De lokale ondernemingen bevorderen sociale interactie en
betrokkenheid, ze zijn een geïntegreerd onderdeel van de lokale identiteit en dragen bij
aan de kwaliteit van leven in de gemeenschap.
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