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Introduction: The Relevance 
of High-Growth Firms

This chapter investigates the main features of local policies for high-growth entre-
preneurial firms.1 Even though the focus is narrow in the sense that a specific type of 
entrepreneurship is concerned (high-employment growth firms) and that policies are 
to be aimed at the local dimension, we discuss the rationales, characteristics, and impact 
of these policies also in a wider perspective. We argue that without appreciating the 
broader context, well-intended local policies may prove to be unsuccessful. We make 
a distinction between enabling policies—removing barriers to new firm formation and 
business expansion—and policies that provide direct support to selected (potential) 
high-growth firms, for example, through training, mentoring, financing, and innova-
tion support.

The relevance of focusing on high-growth firms is hardly debated. Many local author-
ities’ principal concern is the creation of jobs, and several studies show that a minority 
of (young) firms is responsible for the lion’s share of new jobs created. For instance, the 
British National Endowment for Science Technology and the Arts (NESTA 2009) found 
that 6 percent of all UK firms with 10 or more employees could be seen as high-growth 
firms adopting the OECD (2008) definition, that is, firms with average annualized 
growth in employees greater than 20 percent a year over a three-year period. These 
6 percent were responsible for more than half of the new jobs generated by the UK firms 
employing 10 or more employees. Canadian research showed that hypergrowth firms 
(those with at least 150 percent growth in employment over four years) accounted for 

1 This chapter is partly based on Bosma and Stam (2012).

OUP UNCORRECTED PROOF – FIRSTPROOFS, Mon Mar 30 2015, NEWGEN

Book 1.indb   286 3/30/2015   9:33:04 PM



Local Policies for High-Growth Firms   287

4 percent of continuing businesses between 1993 and 2003, but were responsible for 
45 percent of net jobs created by continuing firms (Parsley and Halabisky 2008). This 
reflects older evidence (Storey 1994; Kirchhoff 1993) that about 4 percent of the new 
firms are responsible for more than 50 percent of the net new job creation in a cohort 
of firms.

Next to these direct effects of high-growth firms on employment, there are perhaps 
even more important indirect effects on (regional) economic development (see Fritsch 
2011). Young high-growth firms are an important driver of structural change (Bos and 
Stam 2014), and a stimulus for competition that is likely to increase productivity and 
employment levels in a region (Fritsch 2011).2

Policy efforts to promote entrepreneurship in the 1990s were often more focused 
on increasing the rate of entrepreneurship than on targeting particular types of entre-
preneurship.3 These generally did not make sharp distinctions between promoting 
high-growth entrepreneurship and low-growth entrepreneurship. In contrast, current 
policy efforts in many OECD countries have an explicit aim to increase the number of 
“gazelles” (see Lilischkis 2011; Stam et al. 2012). Such programs tend to have a national, 
or at least “state level,” scope. Coherent and consistent local policies aimed at stimulating 
high-growth firms are still scarce, and there is an even more severe shortage of studies 
on policies for high-growth firms (with some exceptions, like Smallbone, Baldock, and 
Burgess 2002; Mason and Brown 2013).

Definitions

High-Growth Firms

Even though high-growth firms are central in this chapter, it makes sense to take into 
account the actors that started the process resulting in a high-growth firm, that is, ambi-
tious entrepreneurs. Policy programs aimed at stimulating high-growth firms mostly 
try to connect to individuals who are (potential) ambitious entrepreneurs. Doing so 
acknowledges the emphasis on viewing entrepreneurship as a process, in line with the 
Shane and Venkataraman’s (2000) key message discussing the research field of entre-
preneurship. In the same line of reasoning it is useful to split up the high-growth firm 
population into young (gazelles) and established firms. While dealing with high-growth 
firms, this chapter thus also specifically distinguishes between ambitious entrepreneurs, 
gazelles, and established high-growth firms.

2 Not all high-growth firms contribute to local competitiveness: some might react to changes in public 
spending or might exploit legal voids.

3 Entrepreneurship policy programs did focus on several groups of individuals, such as female 
entrepreneurship, immigrant entrepreneurship, and the unemployed.
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288   Critical Drivers of Local Competitiveness

Even though according to most definitions high-growth firms (for more details on 
common definitions see Bosma and Stam 2012) need to show continuous growth over 
a particular time period, this does not mean that they are likely to reveal a continuous 
growth path during their life course:  the opposite is more likely. Many studies have 
shown the erratic nature of firm growth (Coad and Hölzl 2009; Parker, Storey, and Van 
Witteloostuijn 2010; Garnsey, Stam, and Heffernan 2006): setbacks are the rule, con-
tinuous firm growth is the exception. However, high growth does not necessarily lead to 
instability; that is, high-growth firms are not more likely to go bankrupt than other types 
of firms (De Kok, Zhou, and Hartog 2012).

Stages toward High-Growth Firms

Local policies for high-growth firms should take into account the transitions that need 
to be taken before (sustained) high-growth of the firm can be reached. Stam and coau-
thors (2012) assess the individual level and emphasize four transitions that precede the 
realization of substantial growth by ambitious entrepreneurs. The four key transitions 
that precede high-growth firms (see Stam et al. 2012):

 1. Turn individuals into ambitious individuals, either with respect to performance 
ambitions or entrepreneurial ambitions

 2. Transform (ambitious) individuals into (ambitious) entrepreneurs (in whatever 
organizational setting). This involves a two-step process: triggering entrepreneur-
ial intentions and realizing the start of a new business.

 3. Stimulate entrepreneurs to become ambitious entrepreneurs
 4. Realize the creation of new value (e.g., jobs in high-growth firms)

Ambition plays an important role in the first and third transition. According to the 
Oxford Dictionary, ambition is the “determination to succeed.” Sociologists Spenner 
and Featherman (1978) argue that ambition can be defined as a class of psychological 
orientations held with respect to two types of achievement: role-residing achievement 
and achievement as to performance. We have adapted this framework to include respec-
tively entrepreneurial ambitions and (business) performance ambitions, in transition 1 
and transition 3.

The transitions are not linear; different paths can lead to the creation of new jobs 
through ambitious entrepreneurship. Each of the transitions is marked by different 
determinants at the levels of individuals and contexts, and therefore concerns differ-
ent policy areas. The first transition relates to general social and education policy, tar-
geting ambitions, while the second transition concerns traditional entrepreneurship 
policy, focusing on entrepreneurial behavior. As for the third and fourth transition, 
more dedicated business policies can be offered that are more directly tailored to 
growth ambitions and the creation of new value. These policies concern, respectively, 
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stimuli for human talent and ambitions, stimuli for entrepreneurship in general, 
incentives for the allocation of talent, incentives for the allocation of entrepreneur-
ship, and removing the barriers for growth. Figure 14.1 summarizes this reasoning. It 
demonstrates that it is nearly impossible to address all key stimuli in all transitions 
at once.

Local Policies

Local policies will be defined for the purposes of this chapter as policies that are 
designed and/or delivered by subnational governments and (semi)public organizations, 
including actions by regional and local governments and by state governments in fed-
eral countries, as well as policies that are designed by (supra)national governments but 
that have intended or unintended spatially uneven effects. This is a rather broad defini-
tion, but allows us to take into account nonlocal policies that have significant impacts on 
particular localities.

Policies by regional governments might include labor market regulations (e.g., at 
the state level in the United States) and targeted programs for high-growth firms (e.g., 
in Scotland and Wales). Regional development agencies might be important provid-
ers of venture capital and training in the region (like the former regional development 
agencies in the United Kingdom). Local governments have been important inves-
tors in local incubators and accelerators. Science and innovation policies designed 
by national and supranational governments may have distinctive regional and local 
effects.

Individual
Ambitious
Individual

Ambitious
Entrepreneur 

Realized New
Value Creation 

Entrepreneur

Transition I II III IV

Key policy areas Social and education
policy

Entrepreneurship
policy

Entrepreneurship and
industrial policy

Allocation of
entrepreneurship;
growth attitude

Industrial policy and
labor market policy

Reduction or removal
of growth barriers

Allocation of talent;
entrepreneurship as
career perspective

Human talent and
ambitions

Key stimuli

Figure  14.1 Correspondence between Four Transitions and Key Policy Areas
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Rationales and Reasons for High-Growth Firm Policies  
at the Local Level

Policy support for high-growth firms is normally legitimized by market failures (e.g., 
too limited supply of capital, due to information asymmetries, or too low investments in  
R & D due to the public good nature of R & D investments), system failures (e.g., a lack 
of interaction between firms and knowledge institutes, leading to a suboptimal exploita-
tion of new scientific knowledge) or by more broader public goals like employment cre-
ation. Most often there is an implicit assumption of market failure in the sense of support 
needs of high-growth start-ups not being adequately met by the private sector because 
of incomplete formation on both sides of the potential market for business services.4 
The underlying reasoning is that an increase in high-growth firms is serving these public 
goals, or that a suboptimal number of high-growth firms is caused by these market and 
system failures, leading to inefficient allocation of resources in society (in the case of 
market failure) or suboptimal levels of value creation (in the case of system failures).

The desired direct outcome of policy support could be a higher number of 
high-growth firms or faster growth (to a larger scale) of firms (see, e.g., Owen 2004). 
The ultimate outcome should be growth of market production (beyond the suboptimal 
level caused by market failures), more new value creation, measured as innovation and/
or higher productivity levels, and more employment. Increases in market production, 
productivity, and employment need not go together (Coad and Broekel 2012; Daunfeldt, 
Elert, and Johansson 2014).

Another question is whether policies to support high-growth firms lead to an addi-
tional number of new jobs, or just reallocate jobs from established, slow-growing 
or non-growing organizations, to the set of high-growth firms (with potential 
productivity-enhancing effects). The limited amount of macroeconomic empirical 
research that is available suggests a net positive effect of an increase in the rate of ambi-
tious entrepreneurship on aggregate national economic growth (measured as GDP 
growth; see Stam et al. 2011; Stam and Van Stel 2011) and on regional productivity levels 
(Bosma 2011). However, this in itself does not prove that policy support to stimulate 
ambitious entrepreneurship and/or high-growth firms will lead to improved aggregate 
economic performance. Policy support might also lead to substitution or deadweight 
effects (cf. Santarelli and Vivarelli 2007), having no positive influence on aggregate eco-
nomic performance at best, and a negative influence at worst.

The only way to examine the positive effects of policy support is a properly designed 
evaluation program to trace the targeted effects of the policies and the effectiveness and 
efficiency of the policies in terms of improving aggregate economic performance. Storey 
(2003) has proposed a hierarchy of evaluation methodologies from simple monitoring 
exercises to more advanced evaluation exercises that seek to match assisted and nonassisted 

4 Although private parties might disagree on this, emphasizing that private business service providers 
are much more important than governments in supporting high-growth firms (Fischer and Reuber 2003).
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participants on observable differences or that make use of sample selection effects that con-
trol for observable and nonobservable differences between the two samples. Unfortunately, 
there are no such full-fledged evaluations of (local) policy programs for high-growth 
firms. There have been evaluations of other policy programs that might provide some use-
ful insights into policy support for high-growth firms, for example, the microeconomic 
effects of the SBIR program (Lerner 1999: positive effect on the growth of SBIR-supported 
high-tech small firms) and the microeconomic effects of being located on a science park 
(Siegel, Westhead, and Wright 2003: no effect on firm performance).

In practice, high-growth firm policies are often driven by benchmarking, with the 
assumption that having more high-growth firms is better for economic performance, that 
is, that lower rates of ambitious entrepreneurship, gazelles, and high-growth firms than 
benchmark countries is a sufficient reason for policy intervention; even more so when out-
put indicators (e.g., with respect to [un]employment) are unfavorable. Ingram, Luo, and 
Eshun (2010) showed that in the case of US state-level business incubator programs, this 
is an adequate framework for predicting the number of (state policy supported) business 
incubator programs: relatively low regional economic performance (either historically, or 
in comparison to neighboring states) and the adoption of incubator programs by neighbor-
ing states were revealed to have a positive effect on the number of business incubator pro-
grams started in a state over the period 1980–2004. Such a behavioral theory of state action 
might explain a lack of positive effects on aggregate economic performance, as these pro-
grams are not based on “clear” economic rationales so much as on satisficing behavior and 
“arms race competitions” (or mimetic behavior in policymaking; see Dobbin, Simmons, 
and Garrett 2007). This latter type of behavior might even lead to locational tournaments in 
which regions compete for attracting investments by young or established firms.

Enabling High-Growth Firm Policies

Gilbert, Audretsch, and McDougall (2004) argue that only since the 1990s has a new set 
of policies emerged that focused on enabling the start-up and viability of entrepreneurial 
firms rather than constraining existing firms and that this approach became especially 
relevant when it was established that knowledge was a major source of competitive-
ness in emerging industries. Regional and local examples identified in the United States 
include policy programs in the Research Triangle (North Carolina) and Austin (Texas). 
In this section we will more extensively discuss the role of education policy and labor 
market policy in enabling the emergence and growth of firms. We do not discuss the tax 
and other financial policies because these are most likely initiated at the national level, 
without very distinctive regional level effects.5

5 We also do not discuss RTD (research and technology development) policies here, because these 
policies are most often nationally initiated, and they are often implicitly or explicitly targeted at particular 
(high-tech) industries, and thus cannot be labeled as enabling policies. For example, R & D tax credits 
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Education Policy

As most education institutes are local in reach and impact, education policies are an 
important element of local policies for high-growth firms. Education policy is an 
important policy area for increasing the inflow of ambitious entrepreneurs in a society. 
The capacity to set high personal but obtainable goals, the so-called need for achieve-
ment (McClelland 1961) is an important input for the growth of firms. This need for 
achievement is not a given trait but can be developed, and this happens to be most 
important during adolescence and youth (Stam et al. 2012). This implies that the pri-
mary and secondary education system becomes more relevant in a broad sense—for 
example, by influencing younger people’s preferences, knowledge, and skills. This would 
also include securing the presence of (local) entrepreneurial role models in the educa-
tional program.

In addition to the importance of early education in targeting the first transition stage 
of raising generalized ambition (see above), tertiary education is an important context 
to support the transitions toward ambitious entrepreneurship, and its effectuation in 
the third and fourth transition stages. The development of ambitions to grow, innovate, 
or internationalize heavily depends on individuals’ cognitive abilities (see  chapters 3 
and 6 in Stam et al. 2012). Education has a strong positive effect on the probability of 
having growth ambitions as an entrepreneur (Bosma, Schutjens, and Stam 2009), and, 
on average, more highly educated entrepreneurs have better-performing firms. Indeed, 
entrepreneurs have even higher returns to education than employees (Hartog, Van 
Praag, and Van der Sluis 2010), and enrolment in tertiary education also has a posi-
tive effect on the number of fast-growing firms at the national level (Teruel and De Wit 
2011). Moreover, meta-analyses have shown that human capital is important for ven-
ture success beyond self-employment, and that this relationship is stronger for human 
capital investments with high task-relatedness. Entrepreneurship education at univer-
sities and in professional education seems reasonable for promoting ambitious entre-
preneurship as well.

Labor Market Policy

Depending on the political system in a country, labor market policies and regulations 
are designed and implemented on the national, regional or municipal level. Labor mar-
ket policy has significant direct and indirect effects on the growth of (new) firms. An 
important barrier to the employment growth of new firms is regulations that constrain 
the flexibility of labor markets, like strict employment protection legislation and non-
compete agreements.

are sometimes taken to be horizontal or enabling policies, but in practice this kind of policy is targeted 
toward (high-tech, often manufacturing) firms that invest substantially in research and technology 
development.
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Employment protection affects ambitious entrepreneurship by its impact on the 
opportunity costs of becoming an entrepreneur (or joining a fledgling new business). 
For ambitious employees, these may be relatively high in regimes with strong employ-
ment protection legislation: leaving their secure job for a highly insecure occupation 
as founder of a start-up may become less attractive in conditions of strong employ-
ment protection. Hence, ambitious entrepreneurship would benefit from more flexible 
labor markets. Moreover, employment protection will make ambitious entrepreneurs 
more reluctant to hire employees, as it may be hard to get rid of them in adverse situa-
tions, which is likely to be necessary in the very dynamic early phases of development 
of (potentially) high-growth firms (Garnsey et al. 2006). Thus, beyond being helpful 
in removing incentives that discourage prospective ambitious entrepreneurs from leav-
ing their tenured jobs and creating new firms, a lower degree of employment protection 
would reduce the risks and impediments for new firms to create jobs and start growing.

Domain-specific experience matters for ambitious entrepreneurship. In both the 
independent entrepreneurship and intrapreneurship literatures, we find that man-
agement experience enhances entrepreneurial behavior and willingness to grow. 
Likewise, industry experience has been shown to be important for growth and suc-
cess. Growth-oriented entrepreneurs tend to be relatively highly educated and rather 
wealthy in terms of household income (see Stam et al. 2012,  chapter 5). This implies that 
not just any new entrepreneur is important, but that the focus should be on a special 
kind of individuals—that is, those who have much to lose when engaging in entrepre-
neurship, and accordingly face high opportunity costs. Rather than “necessity-driven” 
entrepreneurship (e.g., the transition to entrepreneurship by unemployed) policymak-
ers should consider targeting experienced managers. Providing support and guidance 
to these potential high-growth entrepreneurs is merited. In the context of labor market 
institutions, labor market mechanisms should especially be made more flexible so that 
the individuals that are best positioned to grow a new venture will have more stimuli to 
do so. These individuals most likely face the highest opportunity costs for leaving their 
secure and well-paid jobs when embarking upon a high-risk, high-gain project. This 
means that making it more attractive for the best and the brightest to start a potentially 
high-growth enterprise is likely to be the most effective labor market policy action. An 
example can be to provide targeted support for talented people, for instance through 
creating awareness, training, and mentoring. This should not be seen as a discrimina-
tory support program favoring those who are already well equipped for the job market, 
but merely as an additional tailor-made program that can exist next to other (targeted) 
programs for entrepreneurship; after all, the goal is the creation of jobs for all segments 
of the population.

Noncompete agreements—contract clauses that inhibit employees to pursue (poten-
tially) competing projects once the employee leaves the incumbent firm—make it hard 
for employees that want to pursue innovative ideas with their own business in the same 
or a related market of their employer. Empirical research has shown that the abolish-
ment of these noncompete agreements takes away the barriers for innovative high 
potential start-ups (Fallick, Fleischman, and Rebitzer 2006; Gilson 1999; Garmaise 
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2011; Marx, Strumsky, and Fleming 2009; Samila and Sorenson 2011). However, one 
should be careful in implementing this as a one-size-fits-all policy. The regional context 
is an important contingency in the effectiveness of these labor market policies: Fallick, 
Fleischman, and Rebitzer (2006) argued that the regional benefits of labor mobility in 
Silicon Valley (partly enhanced by California’s policy not to enforce noncompete agree-
ments) depended on the benefits from shared tacit knowledge outweighing losses from 
reduced employer incentives to invest in human capital. The advantage of abolishing 
noncompete agreements thus might depend on local industry characteristics (i.e., a 
high density of similar or related industries). These labor market regulations sometimes 
originate from the national level (e.g., employment protection legislation), but can also 
originate from subnational levels (e.g., the US state level, in the case of regulation that 
prohibits the use of noncompete agreements).

Broad-based exemptions from employment regulations based on firm size may sup-
port marginal businesses, but also put disproportionate burdens on firms beyond a cer-
tain firm size (Braguinsky, Branstetter, and Regateiro 2011; Garicano, LeLarge, and Van 
Reenen 2012). These legislations are established to secure employee rights that improve 
the quality of jobs in general. Providing exemptions for small firms might make sense as 
a generic entrepreneurship policy: they take away burdensome costs of compliance for 
start-ups, which are often relatively small. However, they also constrain the expansion 
of firms, and indeed might achieve the opposite effect of targeting high-potential firms 
(Shane 2009). Within the United States, there is substantial state and local variation in 
these kind of employment regulations (Feldman 2011). The main message here is not to 
abolish these regulations, but to harmonize them over regions, and to reconsider the 
phased nature of these regulations in order not to provide disincentives to grow busi-
nesses beyond a certain threshold.

Targeted High-Growth Firm Policies

Truly high-potential ventures (and their entrepreneurs) tend to be well known in a 
limited industry circle, so it may be worth involving business angels, industry experts, 
and incumbent suppliers and/or customers to help identify ambitious entrepreneurs 
and connect them to each other. Next, some kind of mechanism is needed to screen 
and select those most promising individuals. For admittance, programs should require 
explicit orientation toward growth. Even though growth orientation cannot guarantee 
growth, growth in the absence of aspiration is extremely rare. Therefore, support pro-
grams should require explicit commitment to growth as a key criterion. Second, the lon-
ger a venture progresses in its development path, the more tangible proof of its growth 
potential should be required. In the early phases of new ventures, growth orientation 
and flexibility should be emphasized—corresponding with the third stage of our transi-
tion model. In the more advanced (fourth) stage, tangible proof of market acceptance 
may provide a feasible selection criterion.
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One type of targeted entrepreneurship policy that has already existed for several 
decades is so-called business incubators. In the next section we will discuss the more 
recent and focused business accelerator programs.

Business Accelerator Programs

There is no single definition of incubators in the literature, but there are some common 
characteristics, including an element of space provision, shared services, on-site man-
agement with a business support function, a strong selection policy, and a supportive 
environment (cf. Hannon and Chaplin 2003). Business incubators are a diverse breed 
in that they have aimed at a broad variety of policy targets, from lowering unemploy-
ment, to neighborhood restructuring, to technology transfer, by lowering the barriers 
to entrepreneurial entry, and possibly to stimulate subsequent growth as well. There is 
no consensus on the business focus of the incubators: the focus is the result of the public 
and/or private interests involved in the business incubator. A recent type of high-growth 
firm policies that is attracting increasing attention is the so-called business accelerator 
programs (BAPs). BAPs have some similarities with business incubators, but BAPs have 
a more explicit focus on accelerating the growth of firms.

There are two types of BAPs: virtual BAPs and location-based BAPs. Virtual BAPs 
most often target gazelles that want to make the transition toward high-growth firms, 
while location-based BAPs most often target ambitious entrepreneurs that aim to 
develop their (nascent) business into a gazelle. Virtual BAPs are most often initiated by 
governments at the national (and sometimes regional, or supranational)6 level that pro-
vide a platform for peer learning, coaching, and business services for owner-managers 
of gazelles that want to make the transition toward a high-growth firm. Virtual BAPs 
are primarily funded with public money, but participants often also have to pay a (rela-
tively) small fee, in order to be committed to participation. The implementation of these 
virtual BAPs is often done by private organizations (e.g., business consultants, business 
angels), sometimes in coalition with civil servants or university staff that provide addi-
tional expertise. The virtual BAPs can be implemented on a regional level in order to 
ease the accessibility for participants, and can have a sectoral focus in order to tailor the 
program to sector-specific needs, problems, and opportunities. Virtual BAPs can have 
offices that provide meeting points or training sites for the program participants, but do 
not provide real estate services to locate firms.

The location-based BAPs are based in distinctive premises, which provide offices and 
working space for the program participants, that is, the tenants of the accelerator. These 
location-based BAPs can be part of national policy programs, but are also initiated by 
private parties (e.g., the Google Campus in East London’s Tech City, and the Rockstart 
Accelerator in Amsterdam, initially located at the premises of TomTom—one of the few 

6 E.g., the Startup Europe Partnership.
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“star” high-growth firms in the Netherlands). In practice most of them involve private 
and public organizations, and in that sense differ from the prior generation of business 
incubators that were often purely public organizations. Business accelerators provide 
different mixes of services, ranging from renting offices or workspaces, to educational 
services, to consultancy and financial services. The emphasis differs per program and 
also signifies the different (business) models these business accelerators pursue. There 
are hardly any evaluations of these business accelerator programs. Evaluating these 
programs is also more challenging than prior public programs because of the mul-
tistakeholder nature of the business accelerator programs. This means that next to 
the (different) targets of the (multiple) policy levels involved (national, regional, and 
municipal), targets of private parties should also be taken into account for evaluations.

Industrial Organization and 
High-Growth Firm Policies

Multiple industrial policies have direct or indirect effects on high-growth firms. One 
category of industrial policies that is especially relevant here are policies that target 
particular industry-area combinations, also known as clusters or competence blocs. 
Entrepreneurship and in particular high-growth firms play different roles during the 
evolution of these clusters or competence blocs (see Braunerhjelm and Feldman 2006; 
Brenner and Mühlig 2007; Feldman, Francis, and Bercovitz 2005; Bos and Stam 2014).

The recent literature suggests that the role of entrepreneurship is crucial in the very 
early stage of cluster formation (Feldman, Francis, and Bercovitz 2005; Avnimelech and 
Teubal 2006; Breznitz, O’Shea, and Allen 2008) even though it is not a necessary condi-
tion. The probability of entrepreneurial sparks being ignited at the roots of cluster for-
mation is likely to be dependent on the regional institutional setting: regions with an 
entrepreneurial culture require less intervening attention and have higher probabilities 
of such entrepreneurial sparks, while other regions may require more active and selec-
tive policy (Breznitz, O’Shea, and Allen 2008). In addition there are also examples of 
firms that have not been very successful but that have been of key importance for clus-
ter formation through spin-off processes (Buenstorf and Fornahl 2009; Garnsey and 
Heffernan 2005). Thus, even relatively “unsuccessful firms” (in terms of job creation) 
may prove to be important for cluster formation and high-growth firms at a later stage.

Henrekson, Johansson, and Stenkula (2010) start from a competence bloc approach to 
analyze the phasing of policies that foster high-growth firms in particular industry-area 
combinations. The competence bloc approach emphasizes that the growth of (new) 
firms does not depend only on the entrepreneurial talents of the founder, but increas-
ingly on the functioning of related capital, labor, and other markets, and the com-
petences of actors in these markets. Henrekson, Johansson, and Stenkula (2010) 
distinguish four stages: business idea development, commercialization, rapid growth, 
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and stagnation (and possibly decline and exit). They identify entrepreneurs, inven-
tors, and venture capitalists as key players in the initial stage of entrepreneurial activ-
ity in a particular industry-area combination. In the next phases, skilled labor, actors 
on secondary markets, and industrialists come into play. The explicit role of the local 
government will be to enable the development of the competence bloc, but this neces-
sitates targeting particular actors at particular phases of the firm life course: suppliers of 
risk capital and inventors in the phases of business idea development and commercial-
ization, entrepreneurs and skilled labor in the phases of commercialization and rapid 
growth, and industrialists and actors on secondary markets during the phases of rapid 
growth and stagnation (and possibly decline and exit).

A general local “blueprint” policy approach to high-growth firms is unlikely to be 
successful. Contexts will always matter and need to be appreciated for determining the 
most relevant accent at every stage of the process. Concerning the first phases De Groof 
and Roberts (2004), in their case of cluster policies in Belgian regions, point at the prob-
lematic factor of low growth orientation in weak entrepreneurial cultures. Kerr (2010) 
argues that migration, and particularly new immigration to the United States, may have 
facilitated cluster development directly after breakthrough innovations occur. However, 
from the case of Buenstorf and Fornahl (2003) it is rather unclear if there were any par-
ticular institutional settings that enhanced cluster formation in the region around Jena, 
as their evidence points at a large role of idiosyncratic spin-off events evolving around a 
pioneering (but unsuccessful) firm (cf. Klepper 2009; 2011).

As far as the phase directly after the emergent phase of local industry development 
is concerned, Gertler and Vinodrai (2009) attribute an important role to anchor firms, 
industrial associations and civic entrepreneurship, but only if these serve as mechanisms 
for aligning the interests and resources of diverse stakeholders in the cluster. Buenstorf 
and Fornahl (2003) come up with similar arguments, but especially stress the spin-off 
mechanism. In line with the process models offered by Henrekson, Johansson, and 
Stenkula (2010) and Feldman, Francis, and Bercovitz (2005), Avnimelech and Teubal 
(2006) stress the role of the development of venture capital markets as a critical aspect 
of local industrial development. However, the emergence of a substantial and effective 
venture capital market is more likely to take place after a critical mass of high-growth 
firms has developed in a region rather than vice versa (Braunerhjelm and Feldman 
2006; Casper 2007).

Policy Mixes

Local-National Policy Mixes

Local policies for high-growth entrepreneurship cannot be disentangled from poli-
cies at larger spatial levels. Table 14.1 illustrates that even though local policies obvi-
ously impact the local area as they are designed to do (some effects may be witnessed 
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in neighboring areas), many regional, national, and supranational (such as EU) poli-
cies also will have implications at the local level. For instance, changes in national sci-
ence policies may have severe implications in areas that rely strongly on one or more 
universities. Another example is the Small Business Innovation Research (SBIR) pro-
gram implemented in the United States. Even though this was a national program, the 
activities stemming from this program were highly skewed across regions: the (already 
strong) regions in California and Massachusetts especially benefited from the SBIR 
initiative. Grimm (2011) reports that the Lisbon Agenda provided substantial oppor-
tunities for German local policy programs through European Structural Funds, more 
so than in the previous situation, where the entrepreneurial policymaking was imple-
mented top-down.

Local policies for high-employment growth firms are less likely to be less suc-
cessful in areas where regional, national, and supranational policies are potentially 
conflicting with the proposed local policy. For example, local initiatives for foster-
ing high-growth entrepreneurship may be more difficult where the national regula-
tions protect employment (Henrekson, Johansson, and Stenkula 2010; Bosma and 
Levie 2010), or put disproportionate burdens on firms beyond a certain firm size 
(Braguinsky, Branstetter, and Regateiro 2011; Garicano, LeLarge, and Van Reenen 
2012). One example in this respect is the underdevelopment of the high-tech indus-
try in Ontario (Canada) in spite of high levels of R & D at local universities and 
firms, high flows of venture capital, and active support from the local govern-
ment. According to Samila and Sorenson (2011, 25), “part of the answer may reside 
in the way common law in Canada effectively bars management-level employ-
ees from leaving to competing firms, even in the absence of actual non-compete 
clauses.” This observation also calls for more detailed studies on how the design 

Table 14.1 Multilevel Policy Sources and Effects

Policy source

Policy effects

Local Regional National

Local Municipal business policies (e.g., 
incubators), land use regulations

Regional Regional development agencies, 
regional public venture capital

US state level labor 
regulations (e.g., 
non-compete  
agreements)

National National science policies (affecting  
local university policies)

SBIR, industrial policies  
(e.g., biotech), cluster 
policies

National 
employment 
regulation

Supra-national European structural funds, European 
Investment Bank capital, European 
science and innovation policies 
(affecting local university policies)

European structural 
funds (ERDF), European 
Investment Bank capital
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and implementation of noncompete and related laws varies by jurisdiction (either 
regionally or nationally).

It is essential to keep in mind that local policies should appreciate the local con-
text in terms of resources, demography, cultural values, and industry structure. 
There is an abundant evidence of initiatives aiming to copy the Silicon Valley model 
in other regions (cf. Casper 2007; Hospers 2006). Most of these initiatives have not 
been successful because they could not capitalize on essential elements that were 
key to Silicon Valley’s success, such as the presence of “star” universities, a sup-
ply of skilled labor, a culture in which knowledge sharing was facilitated, institu-
tions enabling flexible labor markets, and an excellent financial infrastructure 
(Saxenian 1994).

Local policymakers also need to be aware of the strengths of close neighbors. 
Competing with them may be far less rewarding than collaborating (for example, 
through niches and stressing other regional amenities). Examples of this kind of policies 
are so-called locational tournaments in which regions compete in attracting (foreign 
direct) investments to their region. Such competitions are referred to as tournaments 
because payoffs are not awarded to all participants, but only to the winner. Participating 
in such a tournament involves substantial administrative and promotional costs for the 
regions involved, but only one of them can have a potentially positive outcome from 
the tournament. However, even this is not guaranteed for the winning region, as it can 
in the end be subsidizing new jobs at the cost of indigenous economic development. 
Competing with neighboring regions for investments in a specific industry could even 
lead to a net loss at a societal level.

Entrepreneurship Policy: Complementarities and Conflicts

From the perspective of ambitious entrepreneurship, it is positive that policies are 
offered to influence people’s preferences for entrepreneurship, to enhance their knowl-
edge and skills, to improve access to finance and labor, and to diminish the regulatory 
burden—at least to the extent that ambitious independent entrepreneurship is not 
possible without people willing to engage in self-employment first. In countries like 
Belgium and the Netherlands, these more generic entrepreneurship policies are well 
developed, and both countries also already offer growth-oriented policies. Policies for 
ambitious entrepreneurship, gazelles, and high-growth firms do not completely upset 
entrepreneurship policy thinking, but suggest that complementary interventions merit 
attention.

However, especially in the third and fourth transition (see figure 14.1), policymak-
ers have to be aware that the design of policy interventions should deviate from earlier 
transitions. To stimulate people’s ambition and lure them into self-employment, policies 
can be broad and untargeted—examples include general programs for entrepreneur-
ship education, providing inspiration by means of role models and offering general tax 
deductions for the self-employed. Such policies can be labeled as “the more the better.” 
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To stimulate the next transitions, however, policies should be much more selective. For 
high-growth policies, Autio, Kronlund, and Kovalainen (2007) summarize the main 
distinctions. Their summary is provided in table 14.2.

Instead of focusing on quantitative aspects of entrepreneurship, to facilitate the 
third and fourth transition, policy should focus more on the qualitative aspects of 
entrepreneurship. Ultimately, welfare increases if the economy allows and rewards 
productive entrepreneurial initiatives, in whatever context. Whether this takes place 
in new or old, small or large firms, by self-employed or wage earners, is an empirical 
issue. Empirical evidence suggests that it is not self-employment or new (small) firms 
that drive economic growth, but that it is particularly ambitious entrepreneurship 
(Stam et al. 2009; 2011; 2012; Stam and Van Stel 2011; Wong, Ho, and Autio 2005) and 
the subsequent realization of gazelles and high-growth firms that positively affects 
economic growth.

Stimulating ambitious entrepreneurship requires, unlike traditional entrepreneur-
ship policies, concentrating policy resources on just a few “high potentials,” rather than 
many individuals who never make it beyond self-sufficiency. Given limited public fund-
ing, this requirement may actually cause conflict between ambitious entrepreneurship 
and traditional entrepreneurship policies. In addition, stimulating self-employment 
may even harm ambitious entrepreneurship, as the incentives to stay self-employed may 
deter these solo entrepreneurs from expanding their business with recruiting other per-
sonnel. At first sight, a group of solo self-employed may substitute for a high-growth 
start-up, especially when project forms of organizing are dominant (e.g., in the con-
struction industry and in multimedia productions). However, when it comes to scale 
economies and large-scale innovations, a thousand solo self-employed cannot sub-
stitute for one Google or Facebook. New firms that want to change the economy and 

Table 14.2 Generic Entrepreneurship Policy versus High-Growth 
Entrepreneurship Policy

Policy goal Generic entrepreneurship policy High-growth entrepreneurship policy

Overall focus Quantity Quality
Entrepreneurs Get more people to start new firms Get the right people to start new firms
Entrepreneurial firms Increase the number of 

entrepreneurial ventures
Improve the quality of entrepreneurial 

ventures
Operational 

environment
Facilitate SME entry and operation Facilitate new firm growth

Resources Mostly public Public and private partnership
Resource distribution A little to many Much to a few
Fiscal Reduce VAT for small firms Accommodate dramatic change over 

firm life course
Type of support Standard advice for firm creation 

and operation
Expert advice on growth and 

internationalization

Source: Autio et al. (2007).
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society are more likely to succeed with a large group of like-minded people that are com-
mitted to the collective endeavor.

Conclusions

In this chapter we have identified the types of local policies that are conducive to gener-
ating high-growth firms. Even though it has become widely recognized that these firms 
are an important driver of economic development, locally and nationally, there is less 
insight into the need, effectiveness, and efficiency of policies that enable or directly stim-
ulate these high-growth firms locally.

We discussed the transitions that precede the realization of a full-fledged high-growth 
firm. Insight into these preceding transitions is necessary in order to increase the pool 
of potential high-growth firms and to target particular transitions in the path towards 
becoming a high-growth firm.

Important enabling high-growth firm policies can be found in the areas of education 
policy and labor market policy. Even though these enabling policies are rather generic 
in nature, they can be made more effective by targeting particular groups that are more 
relevant for particular transitions toward becoming a high-growth firm. These policies 
often have specific local effects, because they are implemented on a regional level, and 
sometimes because they are even designed on a regional level.

With respect to targeted local high-growth firm policies, we focused on the recent 
stream of business accelerator programs. These programs are often implemented with 
private parties, and sometimes they are even initiated by private parties, with only lim-
ited public support. In addition, there are many targeted industrial policies and regional 
cluster policies that also have direct implications for the presence of high-growth firms.

Most countries have a mix of national and regional policies for high-growth firms. In 
many cases the national policy programs are implemented in a region-specific way. In 
order for local policies to be effective they should not conflict with national and supra-
national policies, and they should complement rather than compete with policies in 
neighboring regions. Recent findings seem to suggest that neighboring regions more 
often copy their neighbor’s policies than they learn from them and implement these pol-
icies in a way that fits the region-specific characteristics or decide to implement other 
policies that better fit the region. A more intelligent policy approach also suits the com-
petence bloc approach (Henrekson and Johansson 2009) and the recent smart special-
ization strategy for European regions (Foray, David, and Hall 2011).

In many cases generic entrepreneurship policies are complementary to high-growth 
entrepreneurship policies, because they increase the pool of potential ambitious entre-
preneurs. However, there are several kinds of generic entrepreneurship policies that 
conflict with high-growth entrepreneurship policies, especially those policies that favor 
self-employed and small firms and in that way provide opportunity costs for entrepre-
neurs to hire employees (beyond a certain firm size).
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