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Preface

The path to a PhD thesis has to start somewhere. Although I am not sure if there really has been a
distinct place and time, probably a question by Egbert Wever has triggered the consideration to
start this PhD project. After he asked whether I would consider embarking on a PhD project, I
doubted such a move. Spending four years of my life on a single research project seemed to be
rather dull... It never turned out to be dull, and I have never worked quite so long on one project,
meeting different people with interesting ideas for new projects. Having the space and time to delve
into all kinds of literature and to work together with all kinds of people has really been one of the
blessings of being a PhD-student! Egbert has always supported and stimulated my PhD project,
perhaps like a coach giving instructions at critical moments during the race. The other member of
the formal support team – Veronique Schutjens – once asked me what I liked more: the climb or
the descent? She did not only give critical comments on all my (far too lengthy) draft papers, but
also made me aware of many beautiful overviews during the climb (while we were on the ground
but also in the airplane, high above the tops). She tracked my progress, when I thought I was at a
standstill.
Although he has not been a member of the formal support team, I regard Jan Lambooy as a
conceptual inspirator of many projects, often putting all kinds of interesting literature in my post
box and always interested in a scientific discussion. Koen Frenken and Ron Boschma are the other
‘evolutionary economic geographers’, with whom I had many stimulating debates about theorizing
economic geography. Our paths crossed – as we shared our interest in evolutionary economics –
even before we knew that we would become colleagues in Utrecht. Together with Koen I started the
UNICES seminars (see http://econ.geog.uu.nl/unices.html). This PhD project has been
instrumental in crossing other paths which led to interesting research projects outside Utrecht with
Åsa-Karin Engstrand, Rob van Engelenburg and Frank Dirks. Within Utrecht University, inspiring
collaborations with Veronique Schutjens, Egbert Wever and Ton van Rietbergen have been started.
The work environment at Utrecht University has been very pleasant all those years. Having lunch
with other colleagues, ending up in all kinds of discussions, has always been nice. Two (former)
colleagues stand out: making coffee for and drinking coffee with Maarten van Ham and Gideon
Bolt (see Bolt, 1999, p.10; Van Ham, 2002, p.x) has always been a pleasure. With Gideon as a
roommate no day (and evening) was ever dull. Maarten has been my virtual roommate. We have
made many kilometres together, travelling to many conferences together or just cycling on the
Utrecht ‘mountains’. When you left Utrecht University, we became friends instead of colleagues.
Maarten has stimulated the last phase of this PhD thesis in a great way. This last phase also brings
me to my colleagues at the Free University in Amsterdam. I had the pleasure to share the room
with Marco van Gelderen, with whom I share the interest in all kinds of entrepreneurship issues
and other existential thoughts. I also want to thank Bart Bossink for facilitating the completion of
this thesis and giving me the opportunity to teach (and probably learn even more) about strategic
management.
Several people have provided helpful comments on (parts of ) this thesis: Peter Vaessen and Henk
van Houtum provided constructive comments before I started the field work; Jeff Boggs, Christian
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Knudsen, Andrew Sayer and Marina van Geenhuizen provided helpful comments on (parts of )
chapter 2; Elizabeth Garnsey provided inspiration before we even knew each other, but made some
direct, thoughtful comments on chapter 7. Paivi Oinas has been a stimulating supporter all the way,
even before I embarked on this project. The members of the ‘Leerzitje Demografie’ provided helpful
comments at several stages of the PhD project. I am particularly grateful to the entrepreneurs who
have taken the time to participate in the interviews.
One important name has not been mentioned; that is because she is completely unrelated to the
content of this book. Paulien, a lot has changed during the last years. Sometimes it seemed that I
was almost married to my work; especially when deadlines had to be reached. I will probably not
change in that respect, but at least this project has been finished (when you read this) and you will
still be the one who makes me aware about things more important than science.
The path towards the finish of the thesis has almost come to an end, let’s close this project and start
many others!

Utrecht, July 2003
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1 Introduction

Entrepreneurship is seen as a crucial determinant of economic development. Entrepreneurs
recognize and capitalize on opportunities so that a business organization can be created and evolve.
The centrality of entrepreneurship in the current economy, or even society, is expressed in scientific
and policy discourses as ‘the entrepreneurial economy’ (Audretsch and Thurik, 2000) and ‘the
entrepreneurial society’ (Ministerie van Economische Zaken, 1999). The ability and willingness of
entrepreneurs to take risks and start new companies, coupled with institutions that support
entrepreneurship, has sparked economic growth and job creation. But it is not small firms per se that
are the key; it is the relatively small number of fast-growing gazelles that account for the lion’s share
of net new jobs in small firms (Birch, 1979; 1987; Kirchhoff, 1994; Storey, 1997). In a quickly
changing economy with a premium on innovation, the degree to which the economy is composed of
new, rapidly growing firms is said to be indicative of innovative capacity. These firms are started by
entrepreneurs who live and work in certain places. The fast-growing gazelles seem to be very
unequally spread over space (Mickletwaith, 1997; Stam, 1999). How and where are these firms
started, and how do they subsequently evolve? Do they leave their region of origin? What is the role
of space and place for these evolving firms? How do networks mediate this role of space and place
for the spatial organization of evolving enterprises? These are principal questions addressed in this
study. They are derived from the wider debate on the current economy and society centred on three
dominant paradoxes presented below.

1.1 Entrepreneurship, space and place: three paradoxes

1.1.1 Non-economic economics
It is increasingly recognized that the economic competitiveness of most advanced economies
depends to a large extent on non-economic factors (Van Diest, 1997; Jessop, 2000). This paradox
rests on the strong interdependence of economic and non-economic factors in the making of
structural competitiveness. This interdependence is reflected in the increasing emphasis given to
social capital, trust, and communities of learning as well as to the increased importance of
competitiveness based on entrepreneurial cities, enterprise cultures, and enterprising subjects.
Learning is a social process based on trust and social capital. The economy and society cannot be
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seen as distinct subsystems. When entrepreneurship is recognized as the driving force behind
economic development, economic as well as non-economic factors have to be taken into account.
This also applies for the study of location:

Location is no longer simply cheap factors, but institutional context. Transportation costs is no longer the
cost of expedition, but the difficulty in coordinating and innovating at a distance. (Kogut, 2002, p.274)

There is a major contradiction between the sources of short-term and long-term competitiveness.
The efficient use of existing competences (exploitation) is required for the survival of firms in the
short term, while the development of new competences (exploration) is required to survive in the
long term. Non-economic factors are especially important in such a competence perspective (Kogut
and Zander, 1992; Dosi et al., 2000a) and exploration is inextricably associated with entrepreneur-
ship.
Insight into these issues of knowledge, learning, and entrepreneurship and ultimately economic
development is crucial for the formulation of innovation policy on European, national, local levels
and for business organizations. What do these non-economic factors mean for the spatial
organization of new fast-growing, entrepreneurial firms?

1.1.2 Local-global in the ‘new’ economy
The second paradox refers to the dissociation between abstract flows (money, information,
communication, commodities) in space and the concrete valorization, development and strategic
decision-making in place. The current economy is organized on a global scale, and is said to be
increasingly operating in a space rather than a place (Kelly, 1999, p.94). This (cyber) space has
different roles for different activities. The most extreme effects of this space can probably be seen in
the global finance capital market, in which the ‘end of geography’ (O’Brien, 1992) or the ‘death of
distance’ (Cairncross, 1997) is declared. The progress in information and communication
technologies, trade liberalizations and transport revolutions have given many parts of the economy
an enormously high degree of potential mobility. One conclusion sometimes drawn from all this is
that economic activities now have a high degree of footlooseness in the sense of locational freedom.
But:

It only takes a moment’s reflection to see that locational freedom does not mean locational indifference.
(Mitchell, 1999, p.76)

Neither does this mean that these activities no longer depend on territorialization:

In the real world, there will always be limits to the mobility of both labour and capital. People are tied by
language, culture, family and friends... The mobility of capital, also, is more limited than people think. New
capital can be put anywhere, but once it has been turned into a factory, a building, a trained workforce or a
distribution network, it is less than perfectly mobile. (The Economist, 1998, p.107)

There is no universal death of distance (as yet), and this new economy does not signal the final
transcendence of spatial barriers, but gives rise to “new and more complex articulations of the
dynamics of mobility and fixity” (Robins and Gillespie, 1992, p.149). Most activities in global finance
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capital, and also the strategic decision-making of the internationalized sectors of the economy, still
take place in just a few global cities (Sassen, 1991). For other types of capital (venture capital, for
example) the role of territory and proximity is even more important. This territorialization can also
be found in specific innovative milieus and industrial districts in the development of many other
industrial activities (Castells and Hall, 1994; Mouleart and Sekia, 2003). A striking fact in this
respect is that one small region has been the seedbed of the new economy and since then has also
been the region which has produced most new fast-growing firms and the highest amount of
venture capital in the world: Silicon Valley (Saxenian, 1994; Mickletwaith, 1997).
Knowledge about the effects of this local-global paradox is of interest for policy makers who want
to attract relatively footloose investments, or who want to build their own Silicon Valley. For these
latter actors, it is important to know how they can create an environment for firms to start up and
expand, and how these firms can subsequently be anchored to the region. Are these firms becoming
global in reach, but also in location? Or is there a combination of the local and the global: do global
actors have to be embedded in local networks (and cultures)? Do firms still have needs and loyalties
that keep them anchored in the region? This question leads us to the third paradox, which is not
about the new economy, but about the role of place for people living and working in a global space.

1.1.3 People in spaces and places in people
There is a need to be ‘at home’ in the new and disorientating global space. (Morley and Robins, 1993, p.5)

The third paradox refers to the need for anchors (to a place) to cope with modernity. In the current
period of modernity, people increasingly travel around the world and are exposed to foreign
cultures. Tastes and lifestyles across nations are becoming more similar, because of the ubiquitous
sharing of information and recreation on television, radio, film, and the Internet. These globalizing
tendencies transform everyday social life and have profound implications for personal activities. At
the same time, personal identity is no longer as obvious as it was in a traditional, locally based
society. The modern human being is expected to be flexible and always ready to change work
environment, work style, and place of residence when the market so commands (Sennett, 2000).
This readiness to adapt might be in conflict with the fundamental human need for stability,
trustworthiness, and continuity. Entrepreneurs, just like any other human beings, develop their own
personal identities in specific places. It is still open to discussion whether this place identity is fixed
or flexible, and whether these entrepreneurs can have portable, or even multiple, place identities.
Each entrepreneur has a personal, idiosyncratic, geographically developed identity. But we still do
not know how, or to what extent, this place identity affects the (spatial) behaviour of entrepreneurs
and their firms in global space. Are they tied to certain places, or are they able to leave whenever
they are required to do so to maximize economic value?

These three paradoxes are interrelated and show some overlap. The first two paradoxes concern the
new economy, while the third refers to the identity of people in the current period of modernity.
The last two paradoxes share a focus on the local-global relationship. All three paradoxes are related
to networks: the first to both personal and organizational networks, the second mainly to
organizational networks, and the third mainly to personal networks. This substantive attention to
relationships is interrelated with the relational turn in such scientific disciplines as human
geography, sociology, and entrepreneurship studies (see chapter 2). These three dominant paradoxes
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in the current economy and society are the inspiration for the subsequent elaboration of questions
around the issues of entrepreneurship, space and place: more specifically, the spatial organization of
evolving enterprises. This spatial organization was the starting point of the study. Until now, the
issues of entrepreneurship, space, place, and their meanings have been taken for granted; of course,
they have had to be unpacked in the course of this study.

1.2 Purpose and research approach

The general purpose of this study is to improve our understanding of the locational evolution of
evolving enterprises. The purpose of this research has not been set out on a tabula rasa, since there is
a long academic tradition of studies of the spatial organization of enterprises1. We have been able to
build on the shoulders of the giants preceding us. Nevertheless, a critical overview of theories on the
location and the development of new enterprises shows that there is indeed a gap to be filled. This
gap concerns a life course approach to the analysis of the spatial organization of evolving
enterprises, including the role of networks and the role of the entrepreneur. A comprehensive
theory of the spatial organization of evolving enterprises is still lacking. There are theories on the
growth of new enterprises, but these have no spatial dimension and do not explain their spatial
organization. And there are also theories on multinational enterprises, but these mainly focus on
large, well-established enterprises. In addition, there are empirical approaches to the location
decisions of small firms, but most of them lack a proper theory. To fill this gap we have made use of
existing approaches that had not previously been related to research into the spatial organization of
evolving enterprises, but which offered promising applications. However, as explained below, the
spatial organization of enterprises as such refers to a state, but this state has to be explained by an
underlying process.
Understanding the locational evolution of evolving enterprises involves the study of
entrepreneurship in context. Although empirical and theoretical issues of this kind of research have
been discussed quite intensively, there has been remarkably little discussion about meta-theoretical
issues. While it is clear that positivism has died a long time ago that does not mean that we have to
embrace the postmodern ‘anything goes-principle’ (cf. Martin and Sunley, 2001). Our study is based
on a – post-positivist – constructive realism. This will be discussed together with other meta-
theoretical foundations of research on entrepreneurship in context.
To fulfil the purpose of this study a confrontation between theory and particular empirical settings
is considered. An empirical inquiry into the impact of networks on the spatial organization of
evolving enterprises, which is essentially about entrepreneurial behaviour, needs a research approach
that takes into account cognitive, affective, and behavioural elements. These elements have been
investigated in empirical research into the spatial organization of evolving enterprises in different
institutional and competitive environments, such as mature (shipbuilding, graphics-media), hi-tech
manufacturing (biotech), and services (information technology, communication, organization), in
different regions (core/urbanized, peripheral/rural) in the Netherlands. This research is based on
semi-structured interviews with owner-managers of evolving enterprises and micro firms. In each
interview, the life course of the enterprise (from nascent entrepreneurship to the current stage of
development) is described, with a concentration on the role of (actors in) the environment for the
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development of the enterprise. A critical incident analysis was used to identify key points in an
enterprise’s development seen to be crucial to its successful development.

1.3 Spatial organization and evolving enterprises defined

For the understanding of this study it is important to first define the two central concepts ‘spatial
organization’ and ‘evolving enterprises’. Here we will deal with the semantic definitions and the
constitutive definition of spatial organization (cf. Van de Ven, 2003). The constitutive definition of
evolving enterprises will be dealt with in chapter 4, and the operational definitions of both concepts
will be given in the empirical chapters.
The concept evolving enterprises refers to enterprises that have gone through the start-up phase
and have grown subsequently. That is to say, this study is not just about the existence, or state, of
firms. On the contrary: our prime interest is in the genesis, or change, of firms. Firms are not simple
objects; they can undergo structural change, turning from a caterpillar into a butterfly (Penrose,
1995).
The concept spatial organization is similar to the concepts of location (Håkanson, 1979; Henry,
1992), location decisions (Enright, 1998; Hagström, 1990; Mueller and Morgan, 1962), industrial
migration (Romo and Schwartz, 1995), industrial mobility (Katona and Morgan, 1952), location
decision-making behaviour (Pred, 1967; Taylor, 1975), spatial behaviour (Golledge and Stimson,
1997), spatial choice (Sheppard, 1980), locational strategy (Porter, 1998a), locational assets (Teece et
al., 2000) and spatial structure of business firms (Malmberg, 1996). It involves both the site and the
situational characteristics of the location (Broek, 1966). Spatial organization is defined as the spatial
configuration of physical resources (of the enterprise). The concept spatial organization that is
defined here is not similar to the concept of industrial organization or the external organization (e.g.
spatial linkages) in space, which is about the industry as a whole or about the external orientation of
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enterprises respectively. Spatial organization does also not refer to the geography of a population, of
for example fast-growing firms (see Lyons, 1995; Stam, 1999; Wheeler, 1990).
The spatial organization of evolving enterprises consists of the dynamic constructs of locational
adjustment2 and locational flexibility, which refer respectively to the adjustment of the spatial
organization of evolving enterprises outside the main office (the location at which the
entrepreneur/owner-manager executes his activities) of the enterprise and to the realised flexibility
of the location of the main office. With these two dimensions the tendency towards concentration
or dispersion of the enterprise can be observed (cf. Storper, 1997, p.299-300; Craig and Douglas,
2000). This is shown in figure 1.1.

Three other constructs of spatial organization are used in this study: locational change, locational
event, and locational evolution. Locational change is defined as a difference in the spatial
organization of an enterprise over time. These changes are caused by certain mechanisms. These
mechanisms produce actual events: locational events. These locational events are specific events that
involve a change in the spatial organization of enterprises that can be experienced in empirical
research. Examples of locational events in this study are the move of the main office out of the
region, or the start of a branch in another region. The sequence of locational events during the life
course of enterprises is here defined as locational evolution. This locational evolution can be
regional, if all locational events take place in the region of origin of the enterprise, but it can also be
international when branches outside the home country are started.

1.4 Research problem

Entrepreneurs start firms somewhere, but when they develop their firm its spatial structure often
has to change. Relocating a firm can be agonizing and is on the top of the list of stressful events
during the life course of enterprises. Locational changes are investment decisions that are often
taken under high uncertainty. This stress and uncertainty is especially high when investments are
made outside the region in which the enterprise originated. The study of these changes is not only
important because of the stress and uncertainty that surround them: these changes can also have
long term effects on the development of enterprises. Also the localities and regions in which these
enterprises are located affect and are affected by these locational changes. Although we already
know a lot about particular pieces of the explanation of the spatial organization of enterprises, we
do not have a framework that makes sense of the locational evolution of evolving enterprises. We
also know relatively little about the importance of personal and inter-organizational relations in the
explanation of the spatial organization of enterprises.

The research problem in this study is:

How and why does the spatial organization of evolving enterprises change during their life course?

The focus of this study is the microlevel of the enterprise as an organization, or governance
structure. However, in studying evolving enterprises, the role of the entrepreneur cannot be
disregarded. Particularly in the early stages of its development, the enterprise and the entrepreneur
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are strongly intertwined. In this study, the founder-entrepreneur’s business activities and personal
(non-business) life is taken into account. The central variable to be explained is the spatial
organization of the evolving enterprise, and the dynamics of this during the life course of the
enterprise. For the explanation of this we also take into account the network relationships of the
entrepreneur and the enterprise with other actors. These network relationships act as enablers for
spatial organization, but they also constrain spatial organization. The first research question is:

1. How and why do young enterprises locate outside their region of origin, and how and to what extent do
the personal relations of the entrepreneur and the inter-organizational relations of the enterprise affect
these changes in the spatial organization?

We investigate locational changes that exceed the regional scale (at least 50 kilometres from the
initial location). These major changes are probably more important for the stakeholders of the
enterprise than changes within the region. If we find that network relations do not affect these
major changes, it is unlikely that they are important at all for the explanation of the spatial
organization. Next to the inquiry into the role of relationships in the explanation of these changes
in the spatial organization other (non-relational) factors on the levels of the entrepreneur, the
enterprise and the environment, are also taken into account.

The second research question is aimed at an inquiry of the dynamics of the central ‘explanatory
variables’ related to the enterprise, including the founder-entrepreneur and the networks on the
personal and inter-organizational level. Such an inquiry is necessary to understand the changing
spatial organization of evolving enterprises. As we still do not clearly understand how firms grow
and develop over time (Geroski, 2001, p.354), the following research question is posed:
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2. How do evolving enterprises develop and grow during their life course?

The answers to these two research questions are needed to solve the research problem of this study.
The first question focuses on the central variable to be explained – spatial organization – while the
second question focuses on the explanatory variables – the changing nature of the research objects.

The units of analysis that are central in the research questions, including the environment in which
they are situated are shown in figure 1.2.
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The figure also shows how an evolving enterprise may be seen as an entity situated between inter-
organizational relationships, the entrepreneur and the entrepreneur’s personal relationships, and the
broader environment.

1.5 Outline

This study is organized into 9 chapters. Figure 1.3 illustrates the structure of the study on the basis
of the content of the individual chapters.
In chapter 2 the exploration of the foundations of a contextual approach on entrepreneurship is
documented. Chapter 3 contains the elaboration of the theoretical framework on firm location. Four
theories on firms and their location are distinguished, and the possible contribution of each to the
explanation of the spatial organization of evolving enterprises is discussed. In chapter 4 process
theories on the development of (new) enterprises are discussed. A description of the research design
and methods follows in chapter 5. Here, the arguments leading to the choices for the empirical work
are reviewed. Chapters 6, 7 and 8 contain the empirical part of the study. In chapter 6 there are
descriptions, analyses, and interpretations of two types of key locational events of evolving
enterprises: moving out of the region, and becoming multiregional. This chapter features the first
research question. In chapter 7 the nature of evolving enterprises is more closely examined: their
development path, the role of the entrepreneur, and the internal and external organization of these
enterprises during their life course. The second research question is centrally featured in this
chapter, while the final research problem is explicitly dealt with in chapter 8. This final empirical
chapter brings together the insights gained from the former chapters, and documents the study of
the spatial organization of evolving enterprises in a life course perspective: locational evolution.
Finally, in chapter 9, the confrontation between the theory and the empirical studies is discussed,
and the conclusions of the study put forward.

Notes
1 More recently, there is also a well-established tradition in the combination of organization theory and geography

(Del Casino et al., 2000; Green, 1992; McDermott and Taylor, 1982; Oinas, 1995; Vaessen, 1993; Yeung, 1998). This
study is not only about organizations – here, evolving enterprises; it also gives serious consideration to the
entrepreneur and the environment and the contingencies between these three levels. These contingencies also
involve the way in which enterprises co-evolve in (selection) environments. There is another well-established
tradition in the combination of entrepreneurship and geography (Keeble and Wever, 1986; Mason, 1985; Schutjens
and Wever, 2000; Sternberg, 2000); research on the environment is pre-eminently geographic (Camagni, 1991;
Lambooy, 1989; Storper, 1997).

2 The term ‘locational adjustment’ is well-known in the behavioral approach of economic geography, mostly referring
to acquisitions of large industrial enterprises (Leigh and North, 1978; Watts, 1980; Healey, 1981)
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2 Theorizing entrepreneurship in

context1

2.1 Introduction

Although entrepreneurship has been identified as a driving force of economic development its role
tend to be suppressed by mainstream economic approaches (see Barreto, 1989; Blaug, 1992; Teece
and Winter, 1984). Several factors limit the analysis of entrepreneurship in mainstream economics:
the impossibility of constructing a mathematical model of the entrepreneur’s behaviour (Blaug,
2000), the assumption in general equilibrium analysis of perfect information (Casson, 1982), and the
assumption that human capital, in the form of entrepreneurship is generally in abundant supply
(Piazza-Georgi, 2002). Especially questions on the nature of entrepreneurship, and where it occurs,
tend to lie beyond the scope of mainstream economics. The purpose of this chapter is to explore the
foundations for theorizing about this particular kind of agency – entrepreneurship – within
particular structures. We will conceptualise entrepreneurship for our study, circumventing its
everyday (chaotic) conception.
Entrepreneurship can be defined as the process in which entrepreneurial opportunities –
opportunities to bring into existence new goods, services, markets, supply sources, and organizing
methods (see Schumpeter, 1980, p.66) – are recognized, and realized in a profitable way. This
definition is based on both Schumpeterian innovations and an Austrian economics’ view on
opportunity recognition (cf. Casson, 1982). In this respect evolving enterprises – our central research
object – are enterprises that are created and developed by entrepreneur-founder(s) that have
recognized and successfully exploited entrepreneurial opportunities (cf. Davidson et al., 2002). The
early growth of new firms that is central in evolving enterprises is largely a reflection of
entrepreneurship (Davidson et al., 2002). These evolving enterprises are thus neither ‘life style’
firms, that fail to grow after start-up (Hanks et al., 1993), nor managerial firms, in which ownership
and management are separate (Hart, 1983). These enterprises do not have to remain dominated by
the founder-entrepreneur: they can become entrepreneurial in nature; a structure to enable
entrepreneurial action by its members.
This chapter begins with a short description of new directions in entrepreneurship studies and
economic geography (section 2.2). The meta-theoretical building blocks for a contextual approach
on entrepreneurship, namely constructive realism and methodological interactionism or
relationalism, are presented in section 2.3 and provide a general framework for the analysis of
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thought and action. These meta-theoretical concerns are followed by an exploration of three modes
of analysis in current social science that are essential for the study of entrepreneurship in context:
evolutionary analysis, institutional analysis, and time-geography (section 2.4). Each mode of
analysis approaches the empirical subject matter from different but complementary perspectives.
The chapter ends with a summary and conclusion.

2.2 New directions in entrepreneurship studies and economic geography

2.2.1 Entrepreneurship studies
The entrepreneur used to be a central element in economic theory, for example as a coordinator of
resources (see e.g. Say, 1971; Coase, 1991), innovator (Schumpeter, 1980), and uncertainty bearer
(Knight, 1971). However, as Barreto (1989, p.2) points out, the entrepreneur did not fit into the
grand, unified whole of modern micro-economic theory. The core assumptions of the neoclassical
model preclude the incorporation of the entrepreneurial role, so the entrepreneur disappeared from
the centre stage of economics. Only the ‘Austrian’ school retained a central position for ‘the
entrepreneur’ (see Kirzner, 1997).
The role of the entrepreneur became rather neglected in mainstream economics in the second half
of the twentieth century, but acquired central importance in the recently emerging multidisciplinary
field of ‘entrepreneurship studies’. Entrepreneurship studies contributes to the understanding of the
uniqueness of entrepreneurship that cannot be understood within the framework of existing
scientific disciplines (Sexton and Landström, 2000, p.xxi). Entrepreneurship studies used to be
focused on studying the traits and characteristics of autonomous entrepreneurial actors (Gartner,
1989), sometimes called the ‘omnipotent, lonely wolf ’ view on entrepreneurship (Davidsson, 2002;
Pennings, 1980). Until recently, this supply-side perspective2, which also focused on the assumed
specific, traits of entrepreneurs, was the dominant school of research (Thornton, 1999). During the
1980s research on entrepreneurship gradually moved away from an ‘omnipotent, lonely wolf ’ view,
towards a ‘relationship manager’ view of the successful entrepreneur (Davidsson, 2002). Authors in
entrepreneurship research have redirected the focus of research from the individual to the
entrepreneurial process or event (Gartner, 1989; Sexton and Landström, 2000). There is an
emerging consensus within entrepreneurship studies on what distinctive entrepreneurial processes
are: opportunity recognition, resource mobilization, resource creation, and coordination of resources
(e.g. Davidsson, 2001; Garnsey, 1998; McGrath, 2002; Ucbasaran et al., 2001). The current scientific
object studied in entrepreneurship studies is “the dialogic between individual [the entrepreneur] and
new value creation, within an ongoing process and within an environment that has specific
characteristics” (Bruyat and Julien, 2000, p.165) or “the organising of resources and collaborators in
new patterns according to perceived opportunities” (Landström and Johannisson, 2001, p.228). In
short, entrepreneurship studies shows a marked shift to an interactive perspective focusing on the
interaction between the entrepreneur and his context3. Studies within the interactive perspective
focus on the context in which entrepreneurship occurs (Thornton, 1999). For entrepreneurship, the
networks (Birley, 1985; Johannisson, 1995; Malecki, 1997) and embeddedness (Granovetter, 1995;
Reynolds, 1991; Thornton, 1999) of the entrepreneur are regarded of utmost importance4.
Entrepreneurship also has to be analysed in a spatial context, as it is influenced by geographical
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variety (economic, political, social, and cultural) and it has an effect on geographical space and
place. New directions in economic geography are addressed in the following section.

2.2.2 Economic geography
In recent economic geographical research the boundary drawn in the past century between the
economic part and other social geographical practices has been broken down. This move has been
labelled ‘the cultural turn’ (Lee and Wills, 1997), the ‘socio-cultural turn’ or the ‘institutional turn’
( Jessop, 2001; Martin, 2000). The study of these ‘messy’ social, cultural and institutional factors in
economic geography is neglected by mainstream economics and its ‘geographical economics’ since
these factors cannot be reduced or expressed in mathematical form (Martin, 1999). In contrast, in
economic geography the economic sphere is no longer seen as sharply distinguishable from the
cultural (social, political, institutional); they are increasingly viewed as symbiotically related to each
other. This development is not completely new as there have always been authors in economic
geography who shared this vision (e.g. Eversley, 1965; Rühl, 1927), but during their time this was not
the dominant view. A key metaphor in this new direction is ‘embeddedness’ (Lagendijk, 1997).
Embeddedness is often explained by using the term ‘networks’, that is although quite different from
the former linkage studies in economic geography (cf. Oinas, 1997). Some authors even use the term
‘network paradigm’ (Cooke and Morgan, 1993) or ‘relational turn’ (Boggs and Rantisi, 2003) to
qualify the new framework in economic geography. Network analysis is used as the vehicle for
resurrecting the firm as the focal unit of the capitalist organization of production, while allowing for
a culturally sensitive analysis of the institutional context in which firms operate, particularly their
relationships with other economic and political actors5 (Yeung, 1994). In economic geography,
context is developed as a new core concept of social and economic development6.

2.2.3 Entrepreneurship in context: the contextual turn
These new directions show a remarkable resemblance in their use of the terms ‘embeddedness’,
‘context’, and ‘networks’. Although the use of these terms sometimes differs between these
disciplines and even within these disciplines, there are many opportunities for cross-fertilisation. We
would like to summarize these new directions as the ‘contextual turn’. Such a contextual turn begins
with the observation that all entrepreneurial phenomena occur within contexts. By itself this
observation is somewhat innocuous: each human being thinks and acts within certain social,
linguistic, and material contexts, and human beings are not disembodied spirits, but consist of flesh
and blood, living at certain concrete times and places. Clearly, embeddedness, contexts and
networks matter for entrepreneurship, but we must tackle the more difficult and more interesting
issues of how (much) they matter, and under which circumstances (cf. Granovetter, 1999). Unlike
the consensus on the conceptualisation of entrepreneurial processes, the conceptualisation of the
context in which these processes take place is still in its infancy.
In the next chapters we will deal with those issues, ultimately explaining the dynamics of the spatial
organization of evolving enterprises. This contextual turn clearly leads us away from the context-
independent forms of inquiry (positivism), but it is still open whether it leads us to ‘moderate’ or
‘hard-core’ contextualism, constructive realism or postmodernism respectively. We will deal with
this question in the next section, where the meta-theoretical foundations of the contextual approach
on entrepreneurship are discussed. Behavioural research is always based, either implicitly or
explicitly, on assumptions about the thought and behaviour of the actors involved. The development
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of research on specific phenomena should be guided by knowledge about the specific nature of the
phenomena under study. In this study entrepreneurial phenomena in context, especially the
dynamics of the spatial organization of evolving enterprises, are central. Former inquiries on
entrepreneurship in context have often left implicit their philosophical foundations or have been
built on an insufficient positivist foundation.

2.3 Meta-theoretical foundations

The foundations for inquiry into real world issues are epistemology and ontology. Here we start
with the epistemology (the study of knowledge), i.e. the cognitive basis of the contextual approach
on entrepreneurship. The term cognition refers to the way people perceive (perception, awareness,
sensitivity to stimulus), interpret (meaning creation, understanding, knowledge), and evaluate (goal
congruence) the world (Nooteboom, 2000). Cognition is about both the quantity of relevant
information and the ability of the actor to process information (cf. Pred, 1967). Cognitive
capabilities of human beings are limited, and thus they are also not able to process all the available
information: bounded rationality (Simon, 1959). Next to information stimulus and processing,
cognition is also about the hermeneutical interpretation and evaluation of information, which
ultimately result in personal knowledge or belief.
The proposed cognitive basis here is based on the assumptions that the mind is inextricably
interwoven with the body (embodied cognition), world (situated cognition), and action (situated
action). These assumptions are therefore based on a non-Cartesian cognitive science (mind and
body are united). Embodied cognition assumes that agents’ cognition cannot be separated from the
body, as experience is rooted in bodily structures. Knowledge has to be actively constructed by
embodied agents in their environment. Situated cognition or situated action emphasizes that
cognition is constructed in interaction with the surrounding (material and social) environment of
the embodied agent7. In former approaches cognition was regarded as something that can be
modelled by computers, and proposes that action is based on a cognitive structure that is context-
independent. In the situated cognition/action view the converse holds true: cognitive structure is
based (but not determined) on action in a certain context (material and social environment). The
situated action view connects with pragmatism in philosophy, where it is argued that there is no
‘absolute’ answer to ‘perspective-independent’ questions, but only “objective solutions to problems
which are situated in a place, at a time” (Putnam, 1990, p.178).
Regarding the ontological aspects of the contextual approach on entrepreneurship we assume that
there is a world that exists independent of our ideas about it and that there is certain correspondence
between this reality and our perception. This means that people may agree on certain aspects of
reality, especially by constructing this reality inter-subjectively, i.e. sharing information of other
peoples’ vantage point. Interaction with other persons may lead to a construction or deconstruction
of certain aspects of reality. Now relationalism becomes a synonym for hermeneutics, as in
hermeneutics it is proposed that people interpret according to perspectives built on the past, and
thus the context of interpretation is not objectively given but is itself already constructed (Ley, 1998;
Nooteboom, 2000). This does not lead to extreme relativistic, subjective, particular local knowledge
as people have constructed their categories in a (partly) common material and social environment.
So there is an area of common understanding beyond the particularities of local knowledge (Ley,
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1998, p.28). Here the hermeneutic endeavour begins with the inevitable collision between evidence
from different vantage points and the researcher (Gadamer, 1986, in Ley, 1998, p.28).
If we take this interaction between the embodied agent and his or her environment as central, then
the starting point for analysing behaviour is methodological interactionism. Methodological
interactionism means that social theories must be grounded in the interaction between individuals,
and not just in the attitudes and behaviour or individuals (methodological individualism) or in the
behaviour of irreducible groups of individuals (methodological holism; Blaug, 1992, p.250). There is
a growing consensus on the relevance of methodological interactionism in innovation studies and in
the study of identity formation8. For the proper analysis of these and other topics in
entrepreneurship studies and economic geography methodological interactionism is almost
indispensable. People are seen to perceive, interpret, and evaluate the world according to forms or
categories of thought that they have developed in interaction with their context (their particular
material and social environment). This approach to knowledge does not inevitably lead to
postmodern relativism (or hard-core contextualism). Relationalism is the central issue, not
relativism. The concept of relationalism makes the point that cognition or more specifically the
interpretation of events, while relational to an observing subject, is not entirely the product of each
person’s subject position. There are aspects of reality, the ‘objective world’, about which observers
from different vantage points may agree, which are not arbitrary. This objective world exists
independently from our knowledge. So a social constructivist theory of knowledge is reconciled here
with a realist ontology: constructive realism. This explains why the proposed contextual approach is
labelled constructive realist, and not postmodern.
The meta-theoretical foundations for a contextual approach on entrepreneurship can be
summarized in the statement that knowledge arises from categories that people construct in
interaction with their material and social environment. These foundations seem especially useful for
the new directions in economic geography in which the hermeneutic and particularizing approach
has become dominant, mainly as a reaction against the former positivistic and universalising
economic geography9. This transition has been called the ‘socio-cultural turn’ towards a more
relational economic geography, and is associated with an explicit focus on the (geographical) context
of behaviour, i.e. ‘situated action’ (Barnes, 1996; Sunley, 1996). In the next section we build on these
foundations with three specific modes of analysis.

2.4 Modes of analysis

Every scientific field has to develop procedures (modes of analysis, theory, research design and
method) that are relevant for its own research purposes (cf. Toulmin, 2001). Here the research
purpose is to improve insight into the context of entrepreneurial phenomena, especially the
dynamics of the spatial organization of evolving enterprises. In order to understand the role of
context in the realization of entrepreneurial processes we need modes of analysis to conceptualise
this context. These modes of analysis provide the lenses through which to conceptualise the world
or the language that makes it possible to analyse specific empirical issues. They offer heuristic
devices in order to grasp reality (see Del Casino et al., 2000; Jessop, 2001).
Context has been defined in the former section as the surrounding environment of the agent. This
context has time- and place-specific material and social aspects, which may be experienced as
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subjective and objective. In the next sections three specific modes of analysis from social science are
presented that are helpful in analysing entrepreneurial phenomena in such a context: evolutionary
analysis, institutional analysis, and time-geography. Each of these modes of analysis recognizes the
time-specific material and social aspects of the context in its own specific, but also partly
overlapping way. These modes of analysis are also congruent with the philosophical foundations of
the contextual approach on entrepreneurship10. Modes of analysis refer to non-formal theorizing,
but may lead to more formal theorizing and modelling. After this chapter, we will focus on more
specific themes and explanatory factors connected to the explanation of the spatial organization of
evolving enterprises. In this sense modes of analysis are helpful for theory construction as they help
to develop connecting principles that make sense of a complex world.

2.4.1 Evolutionary analysis
Evolutionary analysis is about the analysis of the dynamic process that is behind observed change in
socio-economic systems. The use of evolutionary analysis makes it possible to explain how
particular forms of organization and behaviour come to exist and evolve in specific kinds of
environments. Evolution is a concept that has become quite central in current debates in social
science in general, and economics, economic geography, and organization studies in particular11.
Evolution results from the operation of three generic processes: variation, selection, and retention
(Aldrich, 1999; Van de Ven and Poole, 1995).
Variation refers to change from current routines and competences and the change in organizational
forms. Even though the strict Darwinian evolutionary analogy would not give space for human
reflexivity and conscious goal-seeking activity12 (Sunley, 1996, p.346), evolutionary analysis does not
at all demand the absence of purposiveness13. Variation can be intentional, when people actively
attempt to generate alternatives and seek solutions to problems (intentional adaptation, which
implies learning), but it can also be blind, that is, independent of environmental or selection
pressures. These blind variations result from accidents, chance, luck, creative exploration, or what is
sometimes called serendipity. However, mere adaptation might not be sufficient for organizations in
certain situations. In fact, a too-perfect adaptation to the environment might preclude adaptability
in subsequent rounds of competition. In this case an ability to redefine and recombine assets14 is
needed to retain flexibility. In contrast with economic and sociological theories that exclude the
individuality of the entrepreneur, evolutionary analysis dealing with complex systems views
individuals and local events as a critical source of diversity and change (Garnsey, 1998, p.527).
Collective processes of complex systems are made up of “the microscopic reality of diversity and
individual subjectivity, which in fact provides the basis for the adaptive responses of the system and
its creativity” (Allen, 1997, p.2).
Selection refers to the differential elimination of certain types of variation. Variations that are more
fit to meet the demands of their environment are more probable than others to acquire resources
and are thus selected. Processes of selection operate by affecting the availability of resources.
Selection forces operate at different levels: fitness to different, nested environments. Three types of
selection forces at the environmental level can be distinguished: economic (e.g. market forces,
competitive pressures), institutional (conformity to institutionalised norms), and spatial (climate,
transport infrastructure) (Lambooy, 2002). Economic selection forces act through markets that are
embedded in an institutional environment and situated in a spatial environment.
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The third evolutionary process involves the operation of a retention mechanism for the selective
retention of positively selected variations. This retention provides the constraints on variation, as
selected variations are preserved, duplicated, or otherwise reproduced. Within organizations this can
be observed by the stability in the structure and activities of the organizations (inertia):
‘organizational memory’ in routines, standardization and specialization of roles, material resources
such as buildings and machines. This resembles the central assumption in organizational ecology,
that organizations tend to be inert (Hannan and Freeman, 1984), and the notion of locational inertia
in economic geography, which refers to the centripetal forces affecting geographical concentration
of activities. Within society in general, retention mechanisms can be found in the form of
institutionalisation of practices in cultural beliefs and values. Some authors compare these retention
mechanisms in social science – routines on the level of organizations/groups (Nelson and Winter,
1982) and habits of people in societies/cultures (Veblen, 1919) – with genes in biology. Selected
variations might also diffuse through imitation (mimetic effects) and the mobility of people and
organizations. Distance (related to transport and communication networks) might play a major role
as a barrier for diffusion (see Hägerstrand, 1967), as might other factors like unwillingness and
incompetence to imitate (Ahrne and Papakostas, 1994; 2001).
The selection pressures and the search for effective variation are only relevant if resources are scarce.
Economic actors compete to obtain scarce resources because their supply is limited: Darwin’s
“struggle for life”. This struggle can also be about the scarcity of the things people value in general:
in current Western society time and attention are important examples. Business organizations in
general are concerned with the struggle over capital and legitimacy.
A specific subcategory of evolutionary analysis in social science is the complexity approach, or more
specifically the Santa Fe approach in scientific thought (Arthur et al., 1997). This approach has also
been called the process-and-emergence perspective because it focuses on understanding the
emergence of self-organizing structures that create complexity out of simplicity and order out of
chaos through interaction between the basic elements at the origin of the process. The central
argument of complexity is that “interactions between parts of systems create novel, unpredictable
patterns, and that while the history of the system is relevant in understanding its dynamic, the
isolation of individual parts of the system (analysis) does not reveal the causal mechanisms in the
system” (Fuller and Moran, 2001, p.53). In economics this approach has led to new ways of thinking
about economic problems: the (regional) economy is regarded as an evolving complex system
(Arthur et al., 1997; Garnsey 1998b), and the enterprise as a complex adaptive system (Fuller and
Moran, 2001) or an entrepreneurial system (Bruyat and Julien, 2000). Some even argue that the
notion of entrepreneurial behaviour (entrepreneurs as agents of change that introduce novel
behaviours into the economy) is an unavoidable component of any complexity based approach to
the economy (Metcalfe et al., 2000, p.9).
Complex systems may behave in ways that are very difficult to predict, although they are sensitive to
initial conditions. This sensitivity of organizations to initial conditions (strong path dependence15 on
the level of the entrepreneur, enterprise, and environment) is known as organizational imprinting:
business organizations tend to take on the characteristics of their founders (Selznick, 1957) and the
environments that surround their early establishment (Stinchcombe, 1965). With evolutionary
analysis alternative development paths are permitted to unfold from the same initial conditions.
These paths cannot be predicted, but evolutionary analysis provides a framework for understanding
the complex mechanisms that generate these different paths of systems. These complex systems are
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the outcome of a relentless process of deliberate actions (adaptation) and unique, serendipitous
interactions (feedback from the environment). Evolving enterprises as complex adaptive systems
have to be observed in light of tensions between agency and structure. These structures enable and
constrain the interdependent agents, and may act as selection forces. Through adaptation
organizations may influence their environments, and through feedback the environments in turn
influence the organizations. By implication, change is not an outcome of adaptation or
environmental selection alone, but rather the joint outcome of intentionality and environmental
effects (Lewin and Volberda, 1999). This points at the concept of coevolution, that is, mutual
adaptation between the evolving unit and its environment. In this interactional, feedback
perspective, the unidirectional view of cause-and-effect relationships gives way to a recursive bi-
directional view of mutual causality (Lewin and Volberda, 1999). This adaptation in a
coevolutionary process is path-dependent. Path-dependent processes may lead to outcomes other
than those implied by historical efficiency. Complex systems (economies, firms) are subject to path
dependent trajectories of development. At a lower level we could also recognize cognitive path
dependence – “you can’t get everywhere from anywhere, and where you are now strongly constrains
your potential future intellectual trajectories” (Clark, 1997, p.205; cf. Hayek, 1945). Path dependence
enables and constrains adaptation. The concept of path dependence is useful, but problematic for
explaining novelty created by entrepreneurship. Entrepreneurship is about path creation, mindful
deviation from existing structures that are the outcomes of past adaptations. In this sense it involves
real creativity and reflexivity, not just imitation (cf. Boschma and Van der Knaap, 1997; Garud and
Karnoe, 2001; Tsoukas and Knudsen, 2002). This path creation points at the entrepreneurial paradox
in evolutionary analysis: entrepreneurs are embedded and situated in social and material structures
(path dependence) but also break out of these structures by virtue of acting ‘entrepreneurially’ (path
creation).

2.4.2 Institutional analysis
Institutional analysis is about the comparative and historical analysis of human social institutions:
social relations, structures, processes or objects (Sayer, 2000, p.114; Granovetter, 1992). The task of
institutional analysis is providing us “with those conceptual tools required to penetrate the maze of
social relationships in which the economy was embedded” (Polanyi et al. 1957, p.242). In institutional
analysis institutions are described as a kind of infrastructure that enables and constrains human
coordination and allocation of resources. These institutions can be formal or informal, and
calculated or taken for granted. A distinction can be made between the institutional environment
and institutional arrangements (North and Thomas, 1973; Williamson, 1994). The former enables
and constrains the latter. Institutional arrangements define the way in which economic actors are
organized (e.g. in a corporation, market, association, clan), while the institutional environment
consists of the behavioural rules that define the context within which economic activity takes place.
It is important to distinguish between the terms institution and organization. Institutions can be
described as relatively durable rules governing human behaviour, while organizations are the
‘players’ (agents) or “groups of individuals bound together by some common purpose to achieve
objectives” (North, 1990)16. In this study we are especially interested in the organizational form –
the multi-person business enterprise – that an entrepreneurial venture usually takes (cf. Witt, 1999).
Institutional analysis is about static phenomena as well as dynamic phenomena. Individual actors
are likely to be changed and constituted by their institutional environment and these institutions are
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often historically and locally specific. In its dynamic version, institutional analysis is a methodology
that encompasses changing and historically specific objects of analysis. In this sense it is better to
treat the concept of ‘institution’ both as a pre-given entity (structure) and as an activity of
institutionalising (process), i.e. offering or imposing enabling constraints (Nooteboom, 2000, p.93).
Organizations and institutions are considered as being produced by an ongoing process of
organizing and institutionalising. Organizing is about the technical way in which certain resources
and activities are coordinated, while institutionalising is about the process in which rules, norms and
cultural beliefs arise (Scott, 2001). Institutionalisation can also be seen as an investment process in
organizational forms that, for example, lower uncertainty or provide legitimacy and ultimately lower
transaction costs. This also means that the institutional environment is no longer a fixed class of
entities, but has become a relative concept that has to be defined for a specific ‘coordination
problem’ in a specific context. More encompassing structures form the institutional environment for
less encompassing ones (Nooteboom, 2000, p.94). Institutional analysis can therefore be practiced
on multiple levels (and spatial scales; cf. Brenner 2001), as long as the levels of analysis are explicitly
distinguished. The levels of institutional analysis lie along a continuum that ranges from personal
networks at one pole and society itself at the other end. These levels of analysis can be related to
agency and structures, in which ‘higher-level’ institutions (structures) provide enabling constraints
at ‘lower-level’ institutions (agents). A social structure forms the institutional environment for
another (lower-level) structure if it affects the causality of the actions of this lower-level structure17

(Nooteboom, 2000, p.111). For example, an enterprise is an institutional arrangement in the context
of a national business system or national innovation system (national institutional environment).
But the enterprise can be an institutional environment for intra-organizational processes.
When networks are regarded as organizing institutions, network analysis becomes a specific branch
of institutional analysis. In this respect networks can best be seen as “primarily cultural phenomena,
that is, as sets of meanings, norms and expectations usually linked with behavioural correlates of
various kinds” (Curran et al. 1993, p.13). Network analysis is useful as an analytical device for
studying (locational) behaviour. As Thrift and Olds (1996, p.333) write: “The network serves as an
analytical compromise, in the best sense of the word, between the fixities of bounded region
metaphor and the fluidities of the flow metaphor.” Network analysis offers tools to identify and
measure the structure of relationships within a selected group of actors. Networks can be
conceptualised as intervening variables between institutional structures and the (locational)
behaviour of actors. These institutional structures (e.g. region, social class, industrial system,
corporate groups) are contextual variables which influence, but do not determine, the social
networks the actors are involved in, and these institutional structures and the network in turn
influence the behaviour of the actors. The focus of network analysis is based on the assumption of
the importance of relationships among interacting units, and is thus completely in line with
methodological interactionism. However, for more substantive analysis it needs to be linked to
theoretical perspectives that provide us with operational assumptions and possibly hypotheses about
‘networks’.
The lowest level of institution should be higher than human beings, as human beings cannot be
regarded as institutions. Entrepreneurs are the human beings that creatively destroy existing
institutions if they perceive such action as profitable (Schumpeter, 1980), and the entrepreneur is
seen as the only actor who is able to ‘bear uncertainty’ that is involved in this action (Knight, 1971).
In this regard the entrepreneur is opposed to the ‘manager’ who acts on the basis of routines, and
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responds to changes in the environment by adaptation (Beckert, 1999, p.789). In institutional
analysis the entrepreneurial paradox concerns innovation and tradition: the entrepreneur takes a
reflective stance towards established practices (innovation), but is also dependent on the (enabling)
established practices.

2.4.3 Time-geography
Time-geography is:

... a foundation for a general geographical perspective. It represents a new structure of thought under
development, which attempts to consolidate the spatial and temporal perspectives of different disciplines on
a more solid basis than has thus far taken place. Time-geography is not a subject area per se, or a theory in
its narrow sense, but rather an attempt to construct a broad structure of thought which may form a
framework capable of fulfilling two tasks. The first is to receive and bring into contact knowledge from
highly distinct scientific areas and from everyday praxis. The second is to reveal relations, the nature of
which escape researchers as soon as the object of research is separated from its given milieu in order to study it
in isolation, experimentally or in some other way distilled. (Hägerstrand, in Lenntorp, 1999, p.155)

Time-geography should be seen as a foundation for building contextual theory. The basic point of
departure in time-geography (or ‘geohistorical analysis’ as it is sometimes called) is that “when,
where, and in what order something happens affects how it happens” (Tilly, in Pred, 1990, xi). In
other words, the central explanatory variables are time, place and space, and irreversible sequence.
The approach demonstrates the situatedness of human actions and their products in particular
(time-space) settings whose arrangement then constrains and enables subsequent human actions (cf.
path dependence).
Space and time are inextricably interwoven, even inseparable (Thrift, 1996). Phenomena can be
studied in different time-scales ranging from biographies, epochs, and episodes to events and on
different spatial scales ranging from ‘face-to-face’ proximity, districts, localities, regions and nations
to continents. The spatio-temporal situation of people and resources, their presence and absence,
even constitutes entrepreneurial phenomena. This constitutive property of (time-)space may be in
terms of material preconditions for actions, but also in the constitution of meanings (Sayer, 2000).
This latter aspect can be found in the changing meaning of relationships between actors when they
become spatially separated, and more broadly in the change of the functioning of institutions.
Time-geography is a contextual approach in which human activity is treated as a social event in its
immediate spatial and temporal setting (Hägerstrand, 1984; Thrift, 1996): “...human action always
has to enfold in real dioramas [metaphor for situations] and whatever foreseen or unexpected
consequences come about, they depend upon what is present and what is absent and in what sort of
relations precisely where the actions happen” (Hägerstrand, 1984, p.376). This context is not
necessarily ‘local’, it is “a performative social situation, a plural event which is more or less spatially
extensive and more or less temporally specific” (Thrift 1996, p.41). Human practices are always
situated in time and space, and the contexts in which activity is situated are the result of institutions
which themselves reflect social structure. These institutions can be seen as nodes in time and space
around which human activity is concentrated (Thrift, 1996).
Time-geography is complementary to the other two modes of analysis as it claims that
“conventional social science has given history privileges while dismissing geography as unworthy of
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attention” (Tilly, in Pred, 1990, xii). In this sense it criticizes the neglect of the spatial dimension in,
for example, institutional and evolutionary analysis. These two modes of analysis take space only
implicitly into account: in institutional analysis the nation-state is often treated as the ‘natural’
boundary of certain institutions and in evolutionary analysis the selection environment is often
implicitly territorially bounded. Hodgson (1996, p.1942) even states in this respect that “biology has
an acute awareness of niche and location and its metaphors can thus help to enrich the spatial
dimension of social science”. There are also some more explicit institutional (Martin, 2000) and
evolutionary economic geographies (Boschma and Lambooy, 1999; Boschma and Frenken, 2003).
Time-geography illustrates the way that people trace out paths in time and space, moving from one
place to another in order to fulfil particular purposes. The central concepts of this time-geography
are path, project and situation. Continuity and corporeality18 are essential, as they set limits on how
and at what pace one situation can evolve into a following one. People draw paths that are made up
of projects. The concept of project refers to all events in evolving situations that an actor must
secure in order to reach a goal, i.e. the practical realizations of intentions (Hägerstrand 1982, p.324).
This path can have different time-scales ranging from a lifetime (starting at the point of birth and
ending at the point of death) to a daily path. For analysing the spatial behaviour of actors these
constraints and their interactions (in direct obvious ways and in indirect ways which are less easily
discovered) have to be studied together with intentions of the actors. The basic model of time-
geography (Hägerstrand, 1970) emphasizes the constraints of space and time on behaviour of
individuals. Three types of constraints are conceptualised.
The first one – capability constraints – are “those which limit the activities of the individual because
of his biological construction and/or the tools he can command” (Hägerstrand, 1970, p.12), i.e. a
specific set of biological and technical constraints to human behaviour.
Coupling constraints are the second type, which “define where, when, and for how long, the
individual [path] has to join other individuals, tools, and materials in order to produce, consume,
and transact” (Hägerstrand, 1970, p.14). The necessary grouping of several paths can be referred to
as a ‘bundle’. An example of coupling constraints is the fact that enterprises – as bundles of
(intangible and tangible) resources – have concentrated most of their activities and resources at one
point in space. In contrast with the predictions of many futurologists, most enterprises are still not
‘virtual’ and most people work together in spatial proximity and not in ‘virtual teams’. However, this
bundle does not always have to occur within spatial proximity of the composing parts. Immediate
face-to-face contacts are not a precondition, although the ‘human moment’ is still very important
(Hallowell, 1999). Telecommunication allows people to form bundles without being spatially
proximate (time-space distanciation). Place-to-place interactions are made possible by (computer-
)mediated place-to-place contacts with internet, telephone, and so on (Wellman, 2001). This means
that in electronic space distance and transportation do not matter, the only necessity is being
connected in ‘electronic spaces’. If logistics and the supply of material products are involved,
however, time costs induced by distance seem less affected by new and flexible transportation
technologies. On the contrary, in some flexible and highly specialized production systems ‘just-in-
time’ and other spatial logistics are of major importance and have important locational implications.
Some management scientists even regard ‘time’ as the most critical factor in management (Brown
and Eisenhardt, 1998; Van den Bosch, 2001). Customers want to decide as fast as possible and also
want to get new goods and services quicker and quicker, which means that firms have to focus upon
more rapid product development. For firms this means that they have to mobilize all the available
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knowledge, not only to accelerate the availability of their goods and services, but also to develop
new solutions much faster. This also means that the organizational structure of the firm has to be
adapted, or even completely renewed. The search for evermore fluid and market-responsive
organizational forms has led to a focus on network enterprises and even projects as a form of
economic organization. These projects operate in a specific societal context: “networks, localities,
and institutions feed essential sources of information, legitimation, and trust that provide the very
preconditions for the ‘projectification’ of economic organisation” (Grabher, 2001, p.1329).
The third type of constraints relate to authority. These authority constraints restrict the set of
possible actions in specific domains. A domain refers to “a time-space entity within which things
and events are under control of a given individual or a given group” (Hägerstrand, 1970, p.16).
Actions in these domains are restricted by power, informal and formal institutions. Domains can be
found with different durations and at different, nested (spatial) scales (cf. Swyngedouw, 1997). For
example the premises of a firm may be a domain that lies in the domain of a municipality, which in
its turn lies in the domain of a nation. While nations have a rather long duration, the premises of a
firm might have a rather short one. Decision-makers in different domains can influence each other,
for example, by trading or by negotiation.
With time-geography the dialogic between the entrepreneur and new value creation can be
analysed, within an ongoing process and situated within a specific context. Entrepreneurs introduce
ideas that are completely new, or new to certain contexts19. New ways of organising – or re-
bundling – resources and collaborators from different contexts are introduced to realise
opportunities perceived by the entrepreneur. The new organisation that is created by the
entrepreneur can be seen as the creation of a new bundle, a project that serves the purpose of jointly
realizing the intentions that the entrepreneur is unable to realize by himself alone (capability
constraints) (cf. Witt, 1999).
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2.5 Summary and conclusion

In this chapter we sketched an outline of a contextual approach on entrepreneurship. We started
with a short introduction of the two most relevant scientific disciplines for our study: economic
geography and entrepreneurship studies. In these two disciplines issues concerning networks,
embeddedness and context are centrally important. In the next section we discussed the meta-
theoretical foundations of the proposed contextual approach on entrepreneurship. We assume that
cognition is constructed by embodied agents in interaction with their material and social
environment. The world in which we live is to some extent socially constructed, but also exists
independent of our knowledge about it. These positions lead to a constructive realism (cf. Basset,
1999; Nooteboom, 2000). As the interaction between the embodied agent and his or her
environment is central, the starting point for analysing behaviour is a methodological
interactionism: interactions between (groups of ) human beings and their context.
Three different modes of analysis each offer complementary insights for a contextual approach on
entrepreneurship. For the explanation of entrepreneurial phenomena we need to take into account
the interactions between entrepreneurial processes (initiated by entrepreneurial agents) and their
contexts (see figure 2.1). We need institutional analysis, evolutionary analysis and time-geography
for studying entrepreneurial phenomena – in this study reflected in evolving enterprises – in
context. Evolving enterprises can be regarded as the organizational context of entrepreneurship,
while evolving enterprises are situated in a selection environment that is conditioned by an
institutional and geographical environment.

For concrete research on entrepreneurial phenomena we may use more substantive theories that are
congruent with this approach, like the organizational capabilities approach (Dosi et al., 2000b), the
resource dependence perspective (Pfeffer and Salancik, 1978), and social action theory (Granovetter,
1985). These foundations provide a basis for theory construction and concrete research on
entrepreneurial phenomena in the future. Only with more empirical research into these phenomena
we can learn and unlearn, and possibly even make progress. We will start with a theoretical and
empirical elaboration on the spatial organization of evolving enterprises in the following chapters.

Notes
1 This chapter is largely based on material that previously appeared in papers presented at the NETHUR workshop

“Re-Theorising Economic Geography” (24 April 2001, University of Nijmegen), the European Regional Science
Association Summer Institute ( June 2001, University of Groningen), the session “The Relational Turn in Economic
Geography” at the 98th Annual Meeting of the Association of American Geographers, (see Stam, 2002a), and at
the “Round table: New trends and approaches in entrepreneurship research” at the RENT XVI Conference (see
Stam, 2002b).

2 This refers to the availability of suitable individuals to occupy entrepreneurial roles.
3 In such an interactive process the traits or personality (cognitive frameworks) of entrepreneurs still may play a role,

but only in explicit interaction with their environment (see Kelly, 1963; Van Gelderen, 2003). Such cognitive
frameworks organize the opportunities for particular choices, and for the creation and perception of options
(Loasby, 2002).
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4 Networks have gained importance for two reasons: an empirical one (purely personality-based theories turned to
have insufficient explanatory power) and a methodological one (see the section 2.3 on methodological
interactionism).

5 To date, these networks have been theorized principally on an inter-firm basis, but not on an intrafirm or
interpersonal basis (Ettlinger, 2001). In contrast to this, entrepreneurship studies have long been involved in
studying interpersonal, entrepreneurial networks.

6 See Barnes (2001), Scott (1999), and Van Rietbergen and Stam (2001) for a recent history of economic geography.
7 Cf. Haraway (1991) who emphasizes the embodied nature of theorizing – that human conversation as a metaphor

should stress the corporeality of the human. Theories represent embodied knowledge, meaning that they are
constructed by particular kinds of human bodies, each of which makes a difference to what is seen. Theoretical
knowledge is ‘situated’ meaning that it is both partial and embodied (Haraway, 1991, p.184). Building on the work of
feminist scholars who have challenged the notion of scientific objectivity, Haraway describes the model of ‘situated
knowledges’ as a way to account for the partiality of scientific knowledge without falling into the trap of relativism.
She also argues that the most accurate knowledge about the world is situated knowledge, precisely because it
foregrounds and remains accountable to the locations in which it was produced.

8 In innovation studies there has been a shift from the linear model to the interactive model, in which technology is
not regarded as ‘manna from heaven’ but as something that evolves in interaction between actors. For this
interactive learning process the focus is not on pure scientific knowledge (episteme) but on the practical and tacit
knowledge (techné) of the user (Nonaka and Takeuchi, 1995; Polanyi, 1962). See Giddens (1991) and Taylor (1994)
for the relevance of methodological interactionism in identity studies.

9 However, this does not mean that generalizations are not possibly anymore: (realist) research aims for analytical
generalizations (Yin, 2003) and searches for necessary structures and mechanisms explaining empirical events
(Sayer, 1992; cf. Elster, 1998; 1999).

10 See for constructive realism and institutional and evolutionary analysis: Nooteboom (2000); for (critical) realism in
institutional analysis: Hodgson (2000) and Nielsen (2001); for pragmatic realism and institutional analysis: Sunley
(1996); for realism and time-geography (or ‘geohistorical analysis’): Sayer (2000); for realism and economic
geography: Martin (1999); for critical realism and complexity: Fuller and Moran (2001).

11 For economics see Hodgson (1993; 1999), Van den Bergh and Gowdy (2000); for economic geography: Boschma
and Lambooy (1999); and for organization studies and strategic management: Aldrich (1999), Barnett and
Burgelman (1996), Lewin and Volberda (1999), Murmann et al. (2003).

12 In the same sense current models of ‘self-organization’ assume that the system organizes itself: there is no ‘self ’, no
agent inside the system doing the organization.

13 The initial evolutionary approach suggested by Alchian (1950) was proposed as a modification of economic analysis
based on the assumptions of the homo economicus. Alchian argued that incomplete information and uncertain
foresights made it impossible for business firms to maximize profits. And he thus dispensed the rational choice
axiom of economic agents, operationalized as profit maximization. This led to the so-called Alchian-thesis, that is
“the view that competition represents a Darwinian selection mechanism that produces exactly the same outcome
that would ensue from a world in which consumers maximized utility and businessmen maximized profits” (Blaug,
1992, p.249). This means that the bulk of traditional economics would be unaffected if we assumed that purposeful
human behaviour does not matter in economic analysis.

14 This refers to Schumpeterian novel combinations (dynamic efficiency), creativity and innovation in general; double
loop learning, in contrast to mere adaptation (single loop learning or static efficiency).

15 Path dependence means that the state of a system at time t constrains, informs, and affects probabilities of
realizations of the state at time t+1 (Murmann et al., 2003, p.10).
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16 An organization is a ‘corpus’ with a ‘rationale’: a corpo-ration.
17 Cf. Taylor’s (1964) distinction between the ‘geographical’ environment and the ‘intentional’ or ‘behavioural’

environment. The intentional environment is the situation under its intentional description for the agent (as the
environment “is for him”), while the geographical environment is the situation “as it really is”, but not completely
recognized by the agent and the teleological explanation of his action (i.e. intentional behaviour).

18 Corporeality refers to the bodily structures, the corpus of human individuals that enables and constrains their
cognition and action, and also to human intentions (Hägerstrand, 1982; Van Paassen, 1981). This latter factor means
that understanding people – entrepreneurs – as “a living body subject, endowed with memories, feelings, knowledge,
imagination and goals – in other words capabilities too rich for any conceivable kind of symbolic representation” is
decisive for explaining the direction of their paths (Hägerstrand, 1982, p.324). Cf. footnote 7.

19 This introduction of existing structures or entities to new contexts has been called ‘exaptation’. The Oxford

Dictionary of Earth Sciences defines exaptation as “A characteristic that opens up a previously unavailable niche to its
possessor.”
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3 Firms and location

3.1 Introduction

In this chapter we will discuss four theoretical interpretations of firms and their location. Some of
these theories have direct locational implications, while others have been revised and applied to new
locational issues. All these four theories can be related to the modes of analysis that have been
discussed in chapter 2 (see figure 3.1). This chapter discusses theories that deal with the research
problem in a cross-sectional way, while chapter 4 is concerned with theories that deal with the
research problem in a more longitudinal way.

The first two theories that we discuss – spatial economics (section 3.2) and resource dependence
(section 3.3) – have already extensively been applied on locational issues. The last two theories –
organizational capabilities (section 3.4) and social action (section 3.5) – have not yet extensively been
applied on locational issues, but offer many opportunities starting with the firm and the human
actor respectively as the unit of analysis. In the next sections we will discuss these four theories. In
each section theory-specific concepts will be defined, which make up the conceptual model of the
research problem. The subsections contain propositions that are related to our research problem.
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3.2 Spatial economics

The precursor of this spatial economics theory can be found in Alfred Weber’s (1929) location
theory. This location theory is based on the conception of a Marshallian single-plant firm, that
situates itself in a cost-minimizing way with respect to the material supplies, labour and consumer
markets (the so-called Weberian triangle). Spatial economics theory builds on neoclassical
economic theory – minimizing distance-transaction costs and minimizing production costs1 (static
efficiency) – but is distinct in the assumption of bounded rationality and incomplete information,
and a subsequent high level of uncertainty in decision-making. The theory is based on the classical
article of Alchian (1950) in which the neoclassical assumptions of maximization based on perfect
information are dropped, and which proposes an evolutionary economic theory in which
competition represents a Darwinian process (selection environment) that produces exactly the same
result that would ensue if all business firms maximized their profits2. Economic actors are by far not
able to maximize their profits due to the high level of incomplete information, and the subsequent
high levels of uncertainty in decision-making. The spatial economics theory proposed here combines
the analysis of the pressures of the economic environment (selection mechanism) with the analysis
of behavioural variables, particularly decision-making (cf. Carr, 1983). The neoclassical theory has
also been made more ‘realistic’ by the behavioural approach, which tries to understand the logic of
corporate decision-making (Cyert and March, 1963; Simon, 1957). This behavioural approach
assumes that a firm will change its behaviour mainly as a response to stress experienced when it fails
to meet the aspiration levels of the decision-making coalition3. Decision-makers are thus not
constantly searching for the optimal location, but only consider a locational change if the
organization functions below their aspiration level (when it does not ‘satisfice’). This approach goes
beyond the Marshallian single-plant firm, operating in a world of perfect information.
The causal mechanism of the spatial economics theory is situated within the conceptualization of
the firm as a ‘production function’ and a ‘processor of information’ (cf. Cohendet et al., 1999; Pred,
1967). The latter concept implies that the area that is considered as being a viable location for the
enterprise is bounded by cognitive4 and information constraints. These are the two dimensions of
Pred’s behavioral matrix (Pred, 1967; see figure 3.2). Location decisions made by firms depend on the
firm-specific ability to use information and on the general availability of information to firms:
“[f ]irms with a high ability and information level have a higher probability to make a ‘right’
locational choice than firms with poor abilities and a poor access to information” (Boschma and
Lambooy, 1999, p.414). Firms start with production at the location where the combination of the
production and distance-transaction costs is lowest, or sell a particular good or service that can be
produced in a cost-efficient way at their initial (pre-production) location. Each external linkage is
recognized to possess a ‘spatial’ cost (directly – distance, or indirectly – transaction) and there are
different, localized costs of production (agglomeration economies, including set-up costs). All inter-
firm linkages incur costs that are a positive function of linkage length. Distance-transaction costs
create a ‘spatial pull’ to exchange partners and agglomeration economies create a ‘spatial pull’ to
locations with specific production cost advantages. However, the location choice is conditioned by
the cognitive and information constraints of the firm. Dynamics in the spatial organization of firms
are caused by changes in the real and also perceived distance-transaction costs, agglomeration
economies, and the production function.
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In the next subsections we will discuss some specific concepts and propositions that are closely
linked to our research problem.

3.2.1 The spatial margins and urban field hypotheses
It is assumed that improvements in transportation and communication technology diminish the
friction of distance (distance-transaction costs). These technological developments have diminished
the importance of spatial proximity, expand the spatial outreach of agglomeration economies, and
allow firms to disperse their locations. The neoclassical basis is a useful starting point insofar as
transportation is a major cost and markets (consumption points) and inputs are not themselves
subject to movement and when the firm needs certain resources that are only available in a limited
number of locations. If transport cost differentials are not a dominant location factor (‘death of
distance’) or if major inputs are available in many places (ubiquitous), then this type of locational
analysis has not much to offer for explaining why observed phenomena occur in space. Most
extremely, this means that economic activities then have a high degree of footlooseness in the sense
of locational freedom (see chapter 1). Thus, when transportation costs and the dependence upon
agglomeration economics are relatively low, only some locations are ruled out by production factor
costs and output market considerations, but there remain many alternative locations which are still
feasible.
The area within which viable locations can be found is bounded by the so-called spatial margins of
profitability (Smith, 1966; 1970). The concept of spatial margins to profitability “widens the location
to which an entrepreneur is drawn as a result of economic forces, replacing the point optimum of
Weberian theory with a zone, circumscribing such an optimum, within which at least some profit
can be made. Such a zone is defined by the interaction of spatial cost and revenue surfaces” (Taylor,
1970, p.51). These spatial margins of profitability can be regarded as the selection environment
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(differentiated for specific activities on specific spatial levels). The spatial pattern of new successful
firms is the outcome of a selection mechanism. According to Boschma and Lambooy (1999, p.414):

Firms that (intentionally or by accident) choose a location that falls within the so-called spatial margin of
profitability (which is often associated with a central position in the city-hierarchy due to good access to
information) have a better chance to survive and prosper. Nevertheless, the location of new firms or
innovations may be quite random, determined by arbitrary factors like the home town of the entrepreneur.
It is then by accident that new firms or innovations emerge and expand in regions where the local selection
environment happens to be right, that is, where they fit into the particular regional environment.

When locational differences in transport and factor costs are relatively small (wide spatial margins
of profitability), then there is a reason to go beyond factors bearing directly on costs and market
access and to examine also some ‘non-pecuniary factors’ (Katona and Morgan, 1952; Mueller and
Morgan, 1962, p.205). These firms are ‘footloose’ in the sense that their financial performance is
relatively independent of location considerations. For these more ‘footloose firms’, any spatial
concentration effects may be due to more social and psychological forces, rather than purely
economic considerations5.
In the Dutch context, it has been said that almost the whole country lies within the ‘urban field’ of
the agglomeration economies of the urban Randstad area. According to Vaessen (1993, p.39):

... circumstances in the periphery have reached an acceptable absolute level, which no longer hampers the
growth and survival of firms. The remaining locational disadvantages in the periphery can be handled by
the entrepreneurs themselves by means of adaptation behaviour (Horvers and Wever, 1989). It is assumed
that the level of economic accumulation in a company’s environment affects the development of the
industrial sector up to a certain point; beyond that point, its influence is much less. This threshold has been
exceeded throughout the Netherlands, with the possible exception of the two most northerly provinces. That
means that geographical differences in the functioning of the industrial sector cannot, or at best only in
small measure, be traced to attributes of the regional production environment. Other factors are therefore
more relevant. These include the element of chance, the quality of the region’s management, the production
structure, historical and cultural factors, and others (Wever, 1985; 1991; Horvers and Wever, 1989).

3.2.2 Sunk costs
Even if the spatial margins and urban field hypotheses are confirmed, there might still be a spatial
economics factor limiting the supposed footlooseness of firms. This factor is location-specific sunk
costs. The concept of sunk costs has been elaborated by Clark and Wrigley (1995; 1997; Clark, 1994)
in economic geography. They use the concept to explain why certain firms are “held hostage by their
history and geography” (Clark and Wrigley, 1997, p.338). They define sunk costs as the irrevocably
committed costs or investments, which are not recoverable in the case of exit (due to relocation for
example). Crucial aspects of sunk costs are the issues of capital specifity and capital durability, and
the existence of secondary markets for firms’ assets following plant closure (Clark and Wrigley, 1997,
p.339). Underlying their concept is the assumption that “the firm is comprised of an accumulated set
of firm-specific capital resources existing within a world of imperfect competition in which it is
impossible to adjust costlessly to changes in market demand or prices” (Clark and Wrigley, 1997,
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p.339). The implication of this assumption is that it is hard for firms to adapt and that they are more
or less inert.
Clark and Wrigley (1997, p.340) have identified three types of sunk costs. The first type is setup sunk
costs (initial capital investment, like investments in advertising to become known to potential
customers, investment in a plant); the second, accumulated sunk costs (‘normal’ costs of doing
business); and the third, exit sunk costs. An illustration of these different types of sunk costs is
labour: the training of labour for a new production facility can be thought to be a setup sunk cost,
the seniority of labour an accumulated sunk cost, and the early-retirement pension entitlements of
labour an exit sunk cost (Clark and Wrigley, 1997, p.340). Sunk costs can (partly) explain certain
observations in firm-migration studies. For example the fact that very small (less than five
employees) and young firms can easily move (Pellenbarg, 1995), because of less accumulated sunk
costs; the high movement dynamics in the wholesale and producer service sectors in comparison
with manufacturing (Kemper and Pellenbarg, 1995; Ministerie van Economische Zaken, 1997;
Pellenbarg, 1995), due to differences in setup sunk costs; and the fact that most relocating firms want
to stay in the originating area in order to keep their personnel (Pellenbarg, 1995), related to setup
and accumulated sunk costs. The loss of key personnel can bring about considerable opportunity
costs (Carter, 1996). North (1974, p.233) has formulated this as follows:

... very small, privately-owned firms, usually concerned with trade conversion, confined their [locational]
search to a radius of no more than ten miles about their present factory. (...) Dominating the search was the
constraint of retaining most of the existing workers since it often took a small firm several years to build up
a loyal labour force: the loss of key workers could be disastrous to the firm’s development.

In general it can be said that sunk costs increase with the size of the plant, and that they delay or
even prevent exit decisions of firms.

3.2.3 Locational decisiveness
Based on the dimensions of Pred’s behavioural matrix two ideal types of firms can be constructed
(Ellinger, 1977; Tiebout, 1957). The first type concerns locationally indecisive firms. These firms have
incomplete information and a less than perfect ability to process information. Locationally
indecisive firms start with production at an affordable location which the entrepreneur knows, and
the process of competition will select viable firms in the longer run. These firms ignore spatial
factors in preference to more immediate needs and desires. The second ideal type concerns
locationally decisive firms. These firms adapt themselves to the changing environment – changing
their location or changing their production – in a process of imitation (of successful enterprises) and
trial-and-error. These firms both change to fit the environment and even might change the
environment to their advantage. These two ideal types of firms also play a role in explaining the
location of new and growing firms, which will be discussed in the next subsection.

3.2.4 The incubator hypotheses
The original framework of Alchian (1950) focuses on the birth and survival of (competitive) firms
and thus does not say much about the development of firms. However, if we assume that successful
decision-making results in the growth of the firm, the firms that remain small over an extended
period of time are unsuccessful in their role as a decisive decision-maker. According to Ellinger
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(1977, p.297): “[s]ince a successful locationally decisive decision-maker is one who can change the
environment to his advantage, it follows that the firm will tend to increase in total size as the
amount of adaptive power of the firm increases. (...) we can state that the relative decisive-indecisive
behavior covaries directly with the size of the firm.” Larger firms will be able to locate new plants to
minimize the total costs including not only labour and capital costs but also the costs of
transporting raw materials to the plant and the finished product to the market. Smaller firms have
fewer abilities to adapt via new branches6. Larger (expanding) firms chose locations for much more
rational reasons, such as market advantages and production relationships (see Katona and Morgan,
1952; Ellinger, 1977; Alexandersson, 1967). So the evolving dichotomy is new/small and locationally
indecisive decision-making firms versus older/larger and locationally decisive decision-making
firms. These spatial supplements to Alchian’s framework already give much more attention to the
agency of the economic actors than Alchian’s original position.
The consequences of this model have been illustrated by the simple and complex incubation
hypotheses. These incubation hypotheses represent a comparative static framework in which new
and small firms are compared with older and larger firms. The initial incubation hypothesis was an
attempt by Hoover and Vernon (1962) to use neoclassical location theory to explain the location of
new firms in metropolitan areas and their subsequent spatial development. According to Hoover
and Vernon the central process in the incubation hypothesis “is one in which persons aspiring to go
into production on a small scale have found themselves less obviously barred by a high cost
structure at the center of the urban area than at the periphery” (Hoover and Vernon, 1962, p.47).
More than ten years later Leone and Struyk restated the incubator hypothesis as: “small
manufacturing establishments beginning operations will find it to their comparative advantage to
locate at highly centralized locations within the metropolis” (Leone and Struyk, 1974, p.1). This
advantage was mainly derived from the availability of rentable production space (land costs may be
high, but property costs are relatively low; see Fagg, 1980), inputs, labour, and other services at
central urban locations, but also lower supply risks and rapid communication possibilities with
customers and suppliers (Leone and Struyk, 1974). Leone and Struyk extended the incubation
hypothesis of Hoover and Vernon into a general theory of intra-urban location behaviour. This
theory was not just applicable on small firms in manufacturing, but on all new firms. The theory
consisted of two central hypotheses: the ‘simple’ and the ‘dynamic’ (or ‘complex’) hypothesis. The
simple hypothesis proposed that “highly centralized locations are attracting a disproportionate
number of new firms and/or the employment associated with new firms” (cf. Pennings, 1980) and
the dynamic hypothesis proposed that “new firms which are formed in high density areas move
outward from such sites in their early years of existence in order to expand their productive
activities” (Leone and Struyk, 1974, p.2). The dynamic hypothesis introduces some new elements as
it implies that the central urban areas not only have higher establishment birth rates (simple
hypothesis) but also have higher rates of business failure. Further, successful, mature firms move to
lower density areas as (1) (physical) expansion is easier and cheaper in lower density areas7, and (2)
they are more able to achieve internal economies of scale in a single-storey factory built on cheaper
land in the outer suburbs, and (3) their dependency on others is said to be reduced (Leone and
Struyk, 1976; Fagg, 1980). The latter explanation is essentially a new, resource dependence argument
that will be dealt with more explicitly in the next section on resource dependence theory.
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3.3 Resource dependence

The resource dependence theory of location builds to some degree on the spatial economics theory.
The main difference is that it does not reduce industrial organization to a simple opposition of the
firm and the market, but that it takes into account the existence of power relations between
organizations. Power has been defined in resource dependence theory as: “... the ability to organize
activities to minimize uncertainties and costs” and it is “inevitably organized around the most
critical and scarce resources in the social system” (Pfeffer and Salancik, 1978, p.284). In the context
of organizations, power can be defined as the ability of one organization to control the resources
necessary for the functioning of another (Taylor and Thrift, 1982). Power is an antipode of
dependency in exchange relations (Emerson, 1962). The success of an organisation is seen as a
function of organizational involvement in networks and social structures (interdependencies), and of
the organizations’ ability to manage these interdependencies.
Resource dependence theory is currently the most central theory in the field of research on inter-
organizational relations and networks (Oliver and Ebers, 1998). According to resource dependence
theory, relations of dependence emerge because no organization is self-sufficient (Pfeffer and
Salancik, 1978). The causal mechanism is situated within the conceptualisation of the firm as an
actor in relationship (power) networks. It is assumed that every individual organization is
dependent for its survival on resources that are scarce and external to itself. The degree of
dependence has a critical influence on a firm’s strategy and on the options open to it. The ownership
and control over specific resources determines the competitive advantage of an organization to a
large extent. The organization’s exchange relations with other actors in the network (its stakeholders
like financiers, suppliers, customers, and competitors) – its position – provides the organization with
a starting point for future strategic actions.
Resource dependence theory assumes that firms try to minimize dependence (reduce uncertainty
about the exchange of scarce and critical resources) and to maintain autonomy (maximize control).
The degree of dependence and the consequent possibility of becoming externally controlled is
affected by (1) the importance of the resource; (2) the extent to which the interest group has
discretion over the resource; and (3) the extent of possible alternative sources of the resource (Pfeffer
and Salancik, 1978, p.45). Organisations both adapt to and affect their environments (Pfeffer and
Salancik, 1978, p.107). In response to external pressures, organisations try to upgrade the resources
that are under their direct control (adaptation): for example the adaptation of their structures,
information systems, patterns of management and human relations, technologies, products, values
and norms, as well as how they ‘define’ their environments (Oinas, 1998, p.166). On the other hand
organisations are also able to affect their environments, for example through diversification, merger
(Green, 1990), co-optation, influencing the rules under which inter-organisational action takes
place, or lobbying among regulators (Oinas, 1998, p.166-167). In the resource dependence theory
economic actors are seen as active agents, who try to strike a balance between seeking to achieve
autonomy from those holding power and controlling their action and seeking to reduce uncertainty
by developing inter-organisational structures of coordinated behaviour, based on interdependences.

What does this resource dependence theory mean for the explanation of the spatial organization of
evolving enterprises? Resource dependence theory explains the degree to which enterprises are
externally constrained in their locational behaviour8. The extent to which the behaviour of
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enterprises is constrained by external actors depends on the structural dependence of these
enterprises and the degree of concentration (oligopoly) in the other sector (Burt, 1983). An
enterprise is structurally dependent on an external organisation when the resource flow constitutes a
high proportion of the enterprise’s transactions and only a moderate proportion of the external
actor’s transactions. The degree of concentration is important for explaining the lack of alternative
transaction partners for the structurally dependent enterprises. Romo and Schwartz (1995, p.882)
add a third condition: “The locational imperative applies with greatest force to suppliers, rather than
customers, of oligopolistic sectors”. They argue that the responsibility for maintaining market-driven
relationships normally falls on the seller, and when the enterprise depends on one large customer,
the sales effort is said to be substantially aided by geographic proximity.
The ability of a firm to expand or move outside a regional network of inter-organizational relations
depends on the structural autonomy of the firm. Core firms, which are firms that are substantially
independent, most easily move out of such a regional network. Such firms are relatively self-
sufficient, or are able to attract suppliers and other supporting firms to locate near their new
facilities (Romo and Schwartz, 1995; Storper and Harrison, 1991). The ‘peripheral’ firms, that are
either not fully self-sufficient or have limited ability to influence the behaviour of other firms, do
not easily move out of their regional network. They are usually too dependent on the resources
available in the (localized) exchange networks to risk departure, even when production costs might
be substantially reduced with such changes in the location of these enterprises (Romo and
Schwartz, 1995). We will discuss the importance of power and dependence in the location behaviour
of different types of firms in the next subsection.
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Figure 3.3 – Business organization segmentation
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3.3.1 Business organization, segmentation and location
Taylor and Thrift (1982; 1983) propose to go beyond the core-periphery dualism in explaining the
locational behaviour of enterprises. In line with resource dependence theory they assume that plants
and business organisations are unequal participants in webs of interaction, that is, in power
networks (Taylor and Thrift, 1982, p.1603). Their theory of business organization segmentation also
starts with a ‘smaller firm’-’large business organization’ dualism, but proceeds with many
subdivisions (segmentations). The smaller firms segment is subdivided into ‘craftsmen’, ‘satisfied’,
‘subcontractors’, ‘franchisees’, ‘loyal opposition’, and ‘leader’, while the large business organizations
segment is subdivided into ‘multidivisional’ and ‘global’ business organizations (see figure 3.3).

These patterns of segmentation have geographical consequences in three major areas: the internal
spatial organization of the individual business organization in each segment, the typical spatial
organization of the segment, and the typical spatial interrelations of business organizations
belonging to each segment with one another (cf. Romo and Schwartz, 1995). For most firms in the
smaller firms segments location and organization will be the same, as they are ‘unilocational’. The
firms in the large business organizations segment will often be multilocational. For this study
several ideal types of firms (see Taylor and Thrift, 1982), reflecting the degree of dependence upon
other organizations, can be used (see table 3.1).

Table 3.1 shows that there is no general model of locational behaviour: you first have to determine to
which segment the firm under analysis belongs to before you can choose the relevant model.
Successful craftsmen can be found in population concentrations in general and also in specific small
firm industrial districts. Their limited scope is often allowed by the presence of region-specific
resources and the ability to have complementary activities done by other firms in the district. They
are highly dependent on other firms in the value chain. For such craft firms it may be difficult to
expand in other areas: they are more or less captured in their district. Expansion into other locations
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Table 3.1 – The spatial organization of different segments

Segment Usual sphere of operations Suggested model of locational behaviour

(inter-organisational networks)

Craftsman Highly localized Local concentration/agglomeration economies/
models of household migration

Satisfied Localized Local concentration/seedbed/
agglomeration economies

Subcontractors Localized Clustering, dependence on larger business
organisations and loyal opposition smaller firms

Loyal opposition National Oil stain-like diffusion
Leader National Sociological models, i.e. locations in middle class

areas near to amenities and other such business
organizations

Multidivisional International Product cycle or oil stain-like diffusion
Global Worldwide ‘eclectic’ model or portfolio theory

Based on: Taylor and Thrift, 1983; Curran and Blackburn, 1994; Storper and Harrison, 1991; Romo and Schwartz, 1995



would often mean that they have to integrate certain phases of the value chain, as they are not able
to draw upon the same resources as in the home-region. Satisfied firms, or lifestyle businesses as
they are sometimes called, have low aspiration levels and often just start and will stay in areas that
are familiar to their entrepreneurs. Subcontracting firms are by definition not fully self-sufficient,
and have often limited ability to influence the behaviour of other firms. Their locational strategy is
dominated by the behaviour of their most important customer(s), most often a core firm. The
expansion of the core firm might give opportunities for the subcontractor to enter new locations.
Loyal opposition firms have some autonomy but are no threat to other firms. They are able to
design their spatial organization, which often results in an ‘oil stain-like’ diffusion (see Håkanson,
1979). Most new and small firms have very limited abilities to control their environments. Only new
firms in very specific fields are in a good position to control their resource network. This is for
example possible for new firms which possess such valuable, rare, imperfectly imitable and
imperfectly substitutable technological resources that can be offered in exchange in strategic
alliances. These firms might become leaders. The leader firms are really evolving to a large extent,
accumulate resources, but are highly ‘dependent’ on higher ends of the labour market and are often
sensitive to image and reputation building. Evolving enterprises might ultimately become core firms
– multidivisional or global. These core firms, which are substantially independent, have the best
chances to expand or even move outside their region of origin (Storper and Harrison, 1991; Romo
and Schwartz, 1995). They are often relatively self-sufficient, or able to attract or even force suppliers
and other supporting firms to locate near their new facilities.
However, this is not just a static model, as the boundaries of each segment are always permeable.
Many firms will both be founded and die as members of the same segment, but others will
transform and enter different segments during their life course (see section 4.7).

3.4 Organizational capabilities

In organizational capabilities theory a firm is considered as undertaking a range of activities for
which it needs resources9. A set of threshold resources is needed to operate in a market segment in
the first place, but only unique resources underpin competitive advantage (e.g. a certain location,
specific market knowledge). This competitive advantage can only be sustained when these firm-
specific, unique resources are valuable, rare, imperfectly substitutable and imperfectly imitable
(Barney, 1991). Initially, resources can be used by firms in many different ways and for different
purposes. However, if we want to know how these resources affect the performance of the firm, we
have to know how they are organized, and for what purposes they are used. The concept of
competences refers to the firm-specific way in which these resources are deployed and organized
(Penrose, 1995). Here again, certain threshold competences are needed to stay in a certain business,
but core competences critically underpin an organization’s competitive advantage. These firm-
specific, unique competences enable better performance than competitors’ and are difficult to
imitate. Broadly defined competences express what an organization is able to do well, and a core
competence is what an organization is able to do better than others (Prahalad and Hamel, 1990).
Moreover, a ‘dynamic capability’ refers to the ability of a firm to renew, augment and adapt its core
competences over time, and thus refers to a mechanism on a longer term (Teece et al., 1997). With
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these dynamic capabilities firm are able to renew competences to respond to shifts in the business
environment (Teece et al., 1997).
The organizational capabilities theory conceptualises the firm on the basis of four basic concepts:
activities, resources, competences, and dynamic capabilities (see table 3.2). It is also known under the
related theory labels of ‘resource-based’ or ‘competence-based’ theories of the firm. These theories
share some similarities with the spatial economics and resource dependence theory. The most
important distinction is that spatial economics and resource dependence theory are based on
individual and organizational responses to information-related problems, while organizational
capabilities theory sees the firm as a repository of knowledge (cf. Hodgson, 1999, p.272)10. Firms are
essentially conceptualised as ‘historical entities’ accumulating knowledge and capabilities (Penrose,
1995; Teece et al., 1997) being “the result of an endogenous, experience-based learning process”
(Knudsen, 1995, p.203). The firm is thus not just a ‘processor of information’ like in spatial
economics theory, the focus is on the firm as a ‘processor of knowledge’ with essential productive
resources and competences that are built through internal learning processes in the form of
evolutionary experimentation. In contrast with the two previous theories it also takes into account
dynamic efficiency, and not just static efficiency. The dynamic capabilities explain how
combinations of competences and resources can be developed, deployed and protected. Existing
internal and external firm-specific competences have to be exploited to address changing
environments (Teece et al., 1997). These dynamic capabilities can be regarded as a specific type of
intangible and tacit (cognitive) resources. In contrast to resource dependence theory it is not the
ownership or control over specific resources that determines the long term competitive advantage of
a firm, but rather its dynamic capabilities (Teece et al., 1997). Competences and resources are then
firm-specific, unique, very difficult to reproduce outside the firm’s boundaries, and path-dependent.
As firms are not able to build internally all the needed knowledge and competencies, these also have
to be acquired outside the firm.

What value does organizational capabilities theory have for explaining the location of firms? In its
original sense, location only plays a role as an asset that partly determines the market share and
profitability of a firm (Teece et al., 2000, p.345-346). Locational assets are thus an explanation for the
performance of the firm. However, in this chapter we are especially interested in location as an
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Table 3.2 – Definitions of concepts in organizational capabilities theory

Concept Definition

Activity Whatever the firm undertakes to create value, either directly for its own benefits
or for the benefit of customers, or indirectly by supporting value-creation
(Den Hond, 1996)

Resource The inputs needed to undertake activities, which comprise all the assets and
(dynamic) capabilities of the firm

Competence The (firm-specific) way in which resources are deployed and organized
(Penrose, 1995)

Dynamic capability The firm’s ability to integrate, build, and reconfigure internal and external
competences to address rapidly changing environments (Teece et al., 1997,
p.516). Capabilities are knowledge-based resources.



explanandum. In that respect we might consider how a specific locational strategy – that may lead
to an increased performance of the firm – is enabled by certain resources, competences and dynamic
capabilities.
The causal mechanism of the organizational capabilities theory is situated within the
conceptualisation of the firm as a bundle of resources co-evolving internally and externally. A firm’s
resources and competences together with additional resources and competences outside the firm will
directly affect its choice of strategy, and the options open to it. On the one hand these resources and
competences may constrain the locational behaviour of firms as they have coevolved internally and
externally with resources and competences that are to same extent place-bound (e.g. human
resources) and hard to replace (e.g. relations with specialized resource providers). Firms can and
perhaps need to be located in certain spatial contexts as they have to be in spatial proximity of
external ‘learning’ partners. To some extent they create their own environments. On the other hand
specific resources and competences may enable locational behaviour of firms, for example in
becoming multilocational. The spatial organization is also influenced by opportunities
characterizing certain parts of the firm’s external environment and stimulating the need of
complementary competences and capabilities. In the subsections below we will focus on more
specific issues concerning the analysis of the spatial organization, namely geographic expansion (as
explanandum) and learning (as explanans).

3.4.1 Geographic expansion
Chandler (1962; 1977), one of the precursors of the current capabilities approach, already showed
that the development of organizational capabilities enhanced the geographic reach of large firms
immensely, becoming real multinational enterprises. Geographic expansion often involves a unique
set of managerial challenges (Greening et al., 1996; Barringer and Greening, 1998). Of course
enterprises need financial resources to invest in new spatial units, but enterprises also need to have
or develop the relevant competences to coordinate these spatially separated units effectively and
efficiently, possibly in different institutional environments. These coordination competences refer to
the ability to find the most efficient (static efficiency) way to organise a business. Coordination
competences can be subdivided into ‘allocative competence’ (what to produce with the current
resources and how to price it), ‘transactional competence’ (make-or-buy decision, cf. transaction cost
economics), ‘administrative competence’ (how to design an efficient organization). These
competences are interrelated, as for example organizational skills (administrative competence) may
reduce both internal and external transaction costs (see Acheson, 1986). The type of firm that can be
established by an entrepreneur not only depends on his organizing skills, but on the combination of
this with the efficiency of final and intermediate markets (Williamson, 1975). The possibilities for
coordination also depend on the distance between sites. In this respect a distinction between
multiple sites on a regional and on supraregional scales (national and international) seems justified
as new branches near the main location (in the same region) can often be regarded as just physical
expansions which do not require a change in the internal organization of the enterprise.
When geographical expansion involves a rapid change of the external environment of the
enterprise, dynamic capabilities may also be needed to realise such a change in the spatial
organization.
Especially for becoming multinational, enterprises face a substantial ‘liability of foreignness’ (Peng,
2001, p.809-810). To overcome such a liability, enterprises need specific resources and capabilities,
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such as administrative heritage, organizational practices and bargaining power (see Peng, 2001). In
order to become multinational, enterprises must be able to simultaneously adapt to and operate
within multiple societies and, hence, multiple institutional environments (Scott, 1992, p.138). Foreign
expansion requires certain competences, as the enterprise has to learn “how to operate in a variety of
cultural and institutional settings, how to set up novel operations or acquire existing ones in
unfamiliar locations, and how to deal with new suppliers, customers, governments and competitors”
(Vermeulen and Barkema, 2002, p.638; see also Forsgren, 2002) and how to transfer and replicate
organizational practices in new environments (Florida and Kenney, 2000). When firms enter new
contexts, they need to know how to deal with the related institutional environment. This is
especially relevant when firms attempt to transcend the institutionally defined spatial divides
(Gertler, 1995; 2003). In order to become successful in new contexts they need (to develop)
institutional competence (Oinas, 1998, p. 205-206; 1999a).

3.4.2 Learning
Although organizational capabilities theory focuses on firm-internal factors, this does not mean
that the spatial context does not matter. A part of the competitiveness of firms may be explained by
the use of specific resources and complementary competences in their surroundings that are not
equally available to competitors located elsewhere. These resources and competences residing in the
networks or more general environments of firms affect the strategy, and ultimately the performance
of the enterprise. Heterogeneity between (localised) networks and territories may be caused by
variations in physical, financial and human resources, but the competitiveness of firms will probably
be more affected by the variation in localized capabilities (Maskell et al., 1998). If the resource
specification process by enterprises occurs in interaction with the networks and territories in which
they are embedded and situated, then their subsequent development may to some degree be tied to
these networks and territories.
The advantages of being in the right type of local milieu in general and the benefits of spatial
proximity between actors involved in business interactions is said to explain differences in the
innovative performance of firms. The interest in innovations and learning processes as the route to
corporate success has almost turned into an obsession (Hudson, 2000, chapter 4). Within this
debate the region is seen as a significant site of innovation, knowledge, and learning. This is
advocated by a whole family of concepts such as ‘new industrial spaces’, ‘milieux innovateurs’,
‘industrial districts’, ‘clusters’, ‘regional innovation systems’, ‘learning regions’, and ‘regional worlds’,
labelled by Mouleart and Sekia (2003) as territorial innovation models. These concepts are based on
the first assumption that firms rarely innovate and learn in isolation, exclusively based on their
internal resources. Innovative performance is largely seen as determined by the way in which firms
interact with their environment. This environment can be seen as either a network of actors (other
firms and organizations) with which the firm interacts or as a general framework for firm action
(social, institutional, cultural, and/or political environments; cf. Storper, 1997). The second
assumption on which territorial innovation models are based is that territoriality is an important
dimension of knowledge production and application.
These territorial innovation models have two general implications for the explanation of the
locational behaviour of (young) firms. In order to improve their chances of survival and/or growth,
firms have to be located in certain territorial contexts that are more predisposed than others to
support and advance learning and innovation processes, and they have to be in spatial proximity
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with actors that might be important for the transfer of tacit knowledge. This is especially relevant
for small firms that are in general less self reliant than larger firms in this respect (Almeida and
Kogut, 1997). The co-evolution of resources and competences in networks and territories may
constrain the locational behaviour of enterprises. Although enterprises may also deliberately choose
to enter new networks and territories in order to increase their competitiveness.

This argument is closely connected to the literature on regional clusters, which is shortly discussed
in box 3.1.

3.5 Social action

Explanation of social action is central in social action theory. Social action is action that takes into
account the behaviour of others and is thereby oriented in its course (Portes, 1995, p.4). Social action
may be oriented in four ways: action can be extrinsically- or instrumentally-rational
(Zweckrationalität), but also intrinsically- or value-rational (Wertrationalität), as well as traditional
and affective (Weber, 1978, p.24-26). Instrumental rationality concerns the use of circumstances and
of the behaviour of other people, as a means to realize well-considered ends. Value rationality results
from the conscious belief that certain action, independent of the outcome, holds an intrinsic
(religious, moral, or aesthetic) value in itself. The last two types of Weber’s action theory are not
rational, they refer respectively to affective action (especially emotional), that is, “determined by the
actor’s specific affects and feeling states”, and traditional action, that is, “determined by ingrained
habituation” (Weber, 1978, p.25). Economic action is regarded as a special category of social action
(Granovetter, 1985, p.507).
Social action theory is complementary to the other three theories discussed in this chapter as it has
a richer action model to start with: the other theories are based on an instrumental-rational action
model only. But, these theories can also be competitive, as for example the involvement in certain
networks can be motivated by value-rationality and not (only) by instrumental rationality: i.e. these
relations may be valued in itself (Williams, 1988).
Action has to be distinguished from behaviour, as with behaviour there is no meaningful
orientation. Behaviour can be caused by mere ‘influence’ or imitation of others (Weber, 1978, p.24),
or is based on tacit knowledge (Polanyi, 1966) and is more or less taken-for-granted (Berger and
Luckmann, 1976). In this sense, traditional and affective behaviour lie on the borderline of what can
be considered meaningfully oriented or social action (Weber, 1978, p.25). The current most well-
known interpretive perspective is probably Granovetter’s embeddedness program or New Economic
Sociology11. His key thesis is that economic life is embedded in “concrete, ongoing systems of social
relations” (Granovetter, 1985, p. 483). Granovetter’s embeddedness program goes beyond the narrow
rational choice perspective that refers to atomised individuals and economic goals (profit
maximization) only. He starts with a broader (instrumental) rational action model, including for
example sociability, approval, status, power and other ambitions (Granovetter, 1985, p. 506). And
next to this, he also includes situational constraints for the analysis of economic action. These
situational constraints are especially those of embeddedness, taking into account the specific
position of the actor in its social context. The embeddedness approach is aimed at understanding
the mixture of economic and social motives, arising from the socio-cultural context, that people
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pursue while engaged in economic action (production, distribution, and consumption).
Summarizing, the three main assumptions of the New Economic Sociology are (Swedberg and
Granovetter, 1992, p.6):

• Economic action is embedded in networks of social relationships
• Economic action is directed at both economic and non-economic goals
• Economic institutions are socially constructed (see subsection 3.5.1)

A neo-Weberian embeddedness approach provides an interpretive understanding of economic
action. In this sense it also comprises the so-called interpretative or discursive perspective of the
firm (see Taylor and Asheim, 2001). More specifically it might provide the basis for a causal
explanation of the spatial action of economic actors, as a specific category of economic action. This
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Box 3.1 Regional clusters and location of firms
Clusters are “geographic concentrations of interconnected companies and institutions in a particular field”

(Porter, 1998a). They have attracted increasing attention from researchers as well as policy-makers in the last

decade (Lagendijk, 1999; Martin and Sunley, 2003). These regional clusters are also said to be relevant in

explaining the location of firms. However, a ‘regional cluster’ is a fuzzy concept that is explained by many

different mechanisms (Gordon and McCann, 2000; Markusen, 1999; Martin and Sunley, 2003). For our

study especially two mechanisms are important: one related to resource dependence theory and one related

to organizational capabilities theory (Enright 1998; Rutten, 2000; Maskell, 2001).

With an organizational capabilities argument the start of branches in regional clusters and the attachment of

firms to regional clusters can be explained. Firms from outside a regional cluster wish to acquire or establish

a presence within the cluster for several reasons. In line with organizational capabilities arguments they

would like to create a listening post that keeps track of the developments within the cluster as part of

industry and competitor analysis or to actively transfer skills and expertise from the cluster back to the rest of

the company (Enright, 1998, p.330; cf. Birkinshaw and Solvell, 2000). Firms that have specialized in a

regional cluster are less likely to move out of this area than other firms. The specialization of firms has

spatial implications, because suppliers, the labour market and the research centers in a region will also have

specialized in meeting the (knowledge) needs of the firms in the area (Rutten, 2000). These sources of

specialized knowledge are not available elsewhere, so that a firm which depends on them is not likely to

move out of the area (Maskell et al., 1998; Porter, 1990; Storper, 1992). This knowledge is also not accessible

from other areas as its creation and transfer requires intensive face-to-face communication between owner

and receiver of the knowledge (Oinas, 2000; Rutten, 2000).

Resource dependence theory provides an explanation why certain firms can leave the regional cluster in

which they originated, while others can not. The ability of a firm to expand beyond a regional cluster depends

on the nature of the firm. According to Storper and Harrison (1991) a distinction between ‘core’ and ‘ring’

firms can be made in this respect. Core firms have the easiest time expanding outside a regional cluster.

They are often relatively self-sufficient, or are able to attract suppliers and other supporting firms to locate

near their new facilities. Ring firms, on the other hand, are either not fully self-sufficient, or have limited

ability to influence the behavior of other firms and are thus often unable to leave the regional cluster in which

they originated.



causal explanation involves both the analysis of the motivations of economic actors and the
constraints on their actions. The explanation also involves the role of the social context in both the
motives and constraints on action. Economic behaviour is ‘culturally’ embedded, which refers to the
role of shared collective understandings in shaping economic strategies and goals (Zukin and
DiMaggio, 1990, p.17). Culture in one way defines what is seen as rational, and thus shapes the
motives of economic actors, and in the other way it constrains the subsequent economic action with
norms and values (defining what is ‘legitimate’ in a certain socio-cultural context). This refers
respectively to the sociological concept of culture, denoting the habits and lifestyles that distinguish
a social group, and to the anthropological concept of culture, denoting the totality of norms and
values developed in a certain social group (Nooteboom, 2000, p.91). Next to this cultural
embeddedness, structural (or relational, see Granovetter 1992, p.34-35) embeddedness is also relevant
for the analysis of economic action. The motives for economic action can be understood by the
interaction with other actors (personal relations), and these social networks may also enable and
constrain economic action. The interaction with other actors may facilitate collective action, provide
emotional support, and access to financial and physical resources, but it may also have constraining
effects as the commitments to other actors may limit the possibilities for action. And finally, we also
have to take into account the political embeddedness of economic action, which refers to power
asymmetries. These asymmetries constrain and enable economic action as some actors (e.g. local
elites, national governments) have control over certain resources or may be in the position to define
the ‘rules of the game’ in society (laws, government policies, and governmental regulations).

For a complete analysis of the spatial action of entrepreneurs we also have to take into account the
spatiality of the explained and explanatory variables, i.e. to what extent do space and place matter in
spatial action?12 Concerning the explained variable, location can be conceived as the outcome of
spatial action, and spatial action can be regarded as a special category of social action. In the social
action and embeddedness approach as sketched above, the spatiality of the explanatory variables
largely remains an open question. Social relations may embed people in local networks that
constrain but do not determine their action. To what extent are the constraints determined by the
spatial context? To what extent are the motives shaped by the spatial context (local rationality)? And
to what extent are actors able to use their personal networks (structural and political embeddedness)
given their spatial context? We have distinguished different dimensions of embeddedness, but until
now these spatial dimensions of embeddedness have been left implicit. However, this implicitness
means at least that there is a (ontological) reason for discussing the spatial dimension. This can be
clarified by spatializing the other dimensions of embeddedness. Political embeddedness has often
been seen as a national issue (Zukin and DiMaggio, 1990), but it could also be seen as constituted
on other spatial scales like for example informal political relations and practices on the local scale,
and the political action in various sorts of local coalitions (see Oinas, 1998, p. 62). Cultural
embeddedness is constituted by collectivities, which are often situated in a specific spatial context.
For structural embeddedness, Granovetter (1993, p.18) has stressed that trade relations become less
personalized and embedded in ongoing personal relations the greater the social, cultural, and
geographical distance between the traders. But does this also mean that embedded ties are more
distance sensitive (spatial proximity) than arm’s length market ties?
In the next subsection we will focus on the theory of the embedded firm that can be constructed
with social action theory.
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3.5.1 Embedded firm
In an embeddedness or social action approach the firm can be conceptualised as a constellation of
network relations governed by social actors. Granovetter (1991, p.78) states in this respect that
“economic institutions [firms] do not emerge automatically in response to economic needs [like in
transaction economics explanations]. Rather they are constructed by individuals whose action is
both facilitated and constrained by the structure and resources available in the social networks in
which they are embedded”. Economic institutions like a firm, are thus conceptualised as social
constructions. In an embeddedness approach the firm can be regarded as a social structure or
community, within a broader social structure or community (e.g. ‘communities of practice’ or
‘organizational fields’). Such a (firm-specific) community has its own identity and particular kinds
of knowledge. The central issue in studying firms is “how it is possible for entrepreneurs to assemble
capital and labor required to sustain the cooperative we call a ‘firm’ “ (Granovetter, 1995, p.131). The
embeddedness approach deviates from the general economic perspective in that it does not regard
the possibility of ‘excess profits’ (profits above and beyond those available in other uses of resources)
as a sufficient condition for the emergence of firms. The firm is thus not regarded as the most
(transaction cost-) efficient solution to the make-or-buy decision. Instead, in an embeddedness
approach the emergence of a firm can only be understood by studying the social structure within
which individuals and groups attempt the construction of firms (Granovetter, 1995, p.131). An
embeddedness approach explains why people with the same financial and human capital in an equal
economic environment differ in their economic action, i.e. starting a firm or not. This difference is
more likely to be explained by the specific socio-cultural context of people (Koch and Thomas, 1997;
Portes, 1995). With respect to the subsequent performance of the firm, the embeddedness approach
may explain why firms that are equal on a range of economic (input) variables differ in their
performance due to the specific social structure within the firm (related to corporate culture, see
Schoenberger, 1994; 1997). Another argument about embeddedness and the growth of the firm is
that “embeddedness of economic action in non-economic obligations inhibits economic expansion”
(Granovetter, 1995, p.131). The assumption here is that economic expansion requires individuals
(homo economici) whose motivations are “unalloyedly economic and thereby not entangled in
kinship or other social obligations” (Granovetter, 1995, p.131). But Granovetter (1985; 1992; 1995) has
argued that in reality the problems of trust that are involved in this undersocialized economic action
become paramount and have a profoundly chilling effect on the expansion of economic activity. A
‘rational fool’ or ‘social moron’, as Sen (1977) called this homo economicus view on economic action
might not be a good starting point for analysing economic life. A firm is led by a range of logics or
motives. In Granovetter’s opinion it is not so much the constraints of non-economic obligations
that constrain the growth of the firm (e.g. ‘Mom and Pop’ family businesses or life style businesses
bounded by the confines of close and affective ties), but the lack of capacity of certain people to
form efficient economic institutions (firms) (Granovetter, 1995, p.132). In this case these people are
“entrepreneurs without enterprises” (Geertz, 1963, p.40).
Next to this conceptualisation of the firm as a constellation of network relations governed by social
actors, the embeddedness approach focuses on the process of organizing production. The
embeddedness approach on the firm poses questions that echo those of transaction cost economics,
but it is more comprehensive. The question is about how interfirm, rather than intrafirm,
arrangements affect economic action and outcomes (Granovetter, 1985; Uzzi, 1996). In this
organization of production the basic element still is the firm. However, the boundaries of the firm
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are not fixed, but fluid. The boundary separating the inside and the outside is not constant, but is
formed and continuously updated as a result of interactions with the economic, social, political and
cultural context of the firm. The central question is how firms organize their production. This
means that the crucial question is not how the best mixture of internal production (hierarchy) and
external purchasing (market) can be reached, the ‘make-or-buy’ decision in transaction cost
economics. In contrast, the embeddedness approach takes the organization of production in both
intra- and inter-organizational networks central. The basic features of network forms of
organization are reciprocity, interdependence, loose coupling and power (Grabher, 1993, p.8-12).
Reciprocity implies “actions that are contingent on rewarding reactions from others and that cease
when these expected reactions are not forthcoming” (Blau, 1964, in Grabher, 1993, p.8; cf. Polanyi,
1957). In networks actors are interdependent due to process of mutual adaptation, and the
subsequent mutual orientation (Walzer, 1983; Håkansson and Johanson, 1993). This means that in
problem-solving ‘voice’ is preferred to ‘exit’ (Hirschmann, 1970; Uzzi, 1997). Due to loose coupling,
these networks do not culminate in vertical integration. Networks are aimed at benefiting from the
‘strength of weak ties’ (Granovetter, 1973). Loose coupling prevents some autonomy and prevents
the actors from being ‘locked into’ specific exchange relations (Grabher, 1993). However, there is not
always symmetry of power in these networks: “Each contact in a network relation can be a source of
conflict as well as of concurrence. (...) more powerful economic actors are able to ‘frame’ decisions
by which the constraints and opportunities of their exchange partners are shaped” (Grabher, 1993,
p.11; cf. resource dependence theory).

We have discussed the notion of the embedded firm, as an intra-organizational network and as an
actor in inter-organizational networks. Although this is a useful starting point for conceptualising
the firm, we have until now neglected the socio-spatial constitution of firms (Yeung 1998) and their
embeddedness in spatial environments (Oinas, 1998). Economic geographers have been very
productive in conceptualising the socio-spatial embeddedness of firms13. Firms are regarded as being
embedded in wider social relations, and they are spatially bound by these relations in their locational
and labour strategies (Yeung, 2000, p.11). In the words of McDowell (2001, p.228):

The organization is not only, if indeed it is at all, a fixed and stable bounded entity, even though it might,
in its simplest form, exist in a building in a particular place for a specified period of time. It is also a
relational network that crosses space and time and also jumps from scale to scale (...) as the locus of
management and control shifts.

According to Yeung (2000, p.11) the understanding of the economic geographies of firms and labour
“requires more than an analysis of economic and locational factors. More importantly it requires us
to examine the complex ways through which these economic institutions are spatially entangled in
webs of social relationships.” These economic geographical conceptualisations often fit better in the
resource dependence and organizational capabilities theories than in the social action theory, as they
are primarily aimed at understanding how the embeddedness of these firms affects their
performance or competitiveness14. Taylor and Asheim (2001, p.320) even state that in the
embeddedness view of the firm: “[t]o be embedded locally in the institutional tissue of social and
transactional networks in a region is reckoned to be vital for the creation of internationally
competitive entrepreneurship, localized learning, innovation, and growth”. In social action theory
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the focus will be on the broader question of why firms are involved in certain economic actions,
especially those related to the spatial organisation of these firms, taking into account the social
relations between actors within and outside the firm and their specific social and cultural contexts.

3.6 Summary and conclusion

In this chapter we have discussed four alternative theoretical interpretations of firms and their
location.
According to the first theory, spatial economics, firms try to choose a location that minimizes
distance-transaction costs and production costs. They intent to maximize profits, but it is unlikely
that they realize this due to cognitive and information constraints. Some entrepreneurs even do not
consider locating elsewhere than their current location, due to these constraints. However, the
pressure of the economic selection environment makes it more probable for the optimally located
firms to survive than for firms that are ignorant of economic factors in their location choice. Firms
may survive in many different locations when they operate within the spatial margins of profitability
(e.g. within an urban field). Although firms may become profitable in a relatively large spatial area,
once they started somewhere the sunk costs may constrain their subsequent locational changes. On
the other hand firms are likely to reconsider their current location in order to grow.
The second theory – resource dependence theory – regards power relations between organizations
as an essential explanation for the constraints on the locational behaviour of firms. We have
discussed how this resource dependence affects the location behaviour of different types of firms.
The two last theories have not yet been applied extensively on locational issues, but we have found
locational implications of these theories.
Organizational capabilities theory regards firms as bundles of resources that are deployed in a firm-
specific way. Specific resources, competences and dynamic capabilities are necessary to realize
certain strategies of firms, for example geographic expansion on a national and international level.
The development of these resources and competences may also involve interaction with the
networks and territories in which they are embedded and situated. Their subsequent development
may to some degree be tied to these networks and territories, and thus imply that they are
constrained in their locational behaviour by these networks and territories.
Finally, the social action theory especially focuses on the human actors that may be influenced by
the behaviour of other human beings in their decision-making. As location decisions are made by
human beings, not some idealized homo-economicus, we have to take into account the subjective
meanings in the explanation of location decision-making processes. Especially social relationships
are said to provide explanations that cannot be accounted for in the other theories.

In all these theories the relevant spatial scale (explaining location) remains largely an open question.
In the spatial economics theory, the spatial scale of agglomeration economies and the spatial
margins are not specified (Taylor, 1970). In the resource dependence theory the spatial scale on
which these dependences constrain the location behavior of firms is not specified (locality: Cox and
Mair, 1988; state: Romo and Schwartz, 1995). According to Cox (1993; Cox and Mair, 1991) these
spatial scales are only relevant insofar as actors within an organization depend upon resources that
are immobilized within a particular spatial arena in order to pursue their essential goals. The
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organizational capabilities theory has no predetermined spatial scale on which its mechanisms are
relevant either (Oinas, 1999a). Finally, social action theory does also not propose a spatial scale that
is essential in explaining social networks and the identity of human beings, and ultimately the
location of firms.
Can these four theoretical rationales – spatial economics, resource dependence, organizational
capabilities, and social action – be integrated into one framework explaining the location of firms?
This would imply that something like a general theory of the location of firms is possible at the end
of this chapter. In that case the insights of the four theories have to be connected and integrated
into one theory. However, certain theories, especially the spatial economics and social action theory
offer competing explanations that are hard to integrate into one theory. Such a general theory of the
location of firms would suffer from excessive eclecticism. So this chapter should better be seen as a
valuable starting point for further theoretical and empirical work on explaining the spatial
organization of evolving enterprises and especially the role of inter-organizational and personal
network relations in this explanation. For example the dependence on external actors like
customers, suppliers and capital providers, but also network relations in which an enterprise is
involved for innovation might be important for the explanation of the spatial organization of
evolving enterprises. But in line with social action theory, personal network relations, be it social or
business ties (cf. Sjöstrand, 1993; Johannisson et al., 1994), might also be important explanatory
factors for the spatial organization of evolving enterprises.

In this chapter we have mainly been concerned with the conceptualisation of the different units of
analysis in order to identify the role of these in the analysis of the location of firms. In the next
chapter we will explicitly focus on the dynamics of the enterprise and its networks, and the
changing role of the entrepreneur in order to explain the dynamics involved in the spatial
organisation of evolving enterprises.

Notes
1 Determined by the price of production factors; the relatively ‘undifferentiated’ inputs available in disaggregate form

in factor market, like land, unskilled labour and capital (cf. Teece et al., 1997, p.516). They can become more
specified, e.g. in the form of sunk costs.

2 This is the Alchian thesis: “all motivational assumptions in microeconomics may be construed as as-if statements”
(Blaug, 1992, p.102).

3 This has also been called ‘problemistic search’. Cyert and March (1963, p.121) have defined problemistic search as
“search that is stimulated by a problem (usually a rather specific one) and is directed toward finding a solution to
that problem”. Problemistic search is motivated by constraints or problems that cause an insufficient performance of
the firm. These problems lead to a search for a quick solution in the immediate environment (of alternatives), rather
than trying to develop the optimal solution. This solution is often chosen to ‘satisfice’ (satisfy and suffice) the
organizationally determined targets rather than to optimize.

4 Cf. bounded rationality (Simon, 1957), bounded cognition, and absorptive capacity. Absorptive capacity refers to the
level of stored knowledge and experience that make organizations better able to learn from further experience
(Cohen and Levinthal, 1990).

5 Purely economic considerations refer to issues like turnover and profits, which are conditions for the economic
continuity of firms.
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6 Some authors even consider small firms to be ‘captive’ in relation to their location behavior (Crevoisier, 1996), and
thus considering the study of location behavior of small firms a superfluous scientific activity.

7 This complex incubation hypothesis is related to the more general ‘micro-constraints’ and ‘macro-constraints’ in
expansion space. The micro-constraints refer to the growth of the firm that leads to a lack of space, and this lack of
space leads to movement to new premises. (see Pellenbarg, 1995, p.53). The macro-constraints refer to the lack of
physical space available to manufacturing firms within cities that causes a shift in manufacturing activity from
urban to rural areas (Keeble et al., 1983; Hayter, 1997, p.226-227).

8 See also Dunkerley et al.(1981); Friedland and Palmer (1984); Oinas (1998).
9 Resources are firm-specific assets, and thus differ from production factors that are ‘undifferentiated’ inputs available

in disaggregate form in factor markets (Teece et al., 1997, p.516). These specific resources and assets in
organizational capabilities thus differ from the more generic production factors in spatial economics (cf. Colletis-
Wahl and Pecqueur, 2001).

10 More fundamental, the organizational capabilities theory differs especially from mainstream economic theory
ontologically (in emphasizing hidden capacities and powers), epistemological (in insisting on non-positivistic
conceptions of learning and knowledge) and methodological (in rejecting explanations ultimately in terms of
individuals alone) (Hodgson, 1999, p.271). In this sense the organizational capabilities theory is much more then the
spatial economics theory in line with the constructive realism proposed in chapter 2.

11 See Granovetter (1985; 1992; 1995); Smelser and Swedberg (1994).
12 When someone says “Place doesn’t matter”, there are at least three possible interpretations for ‘place’: first, a small

spatial unit, point in space; second, the social, institutional context for social interaction, and; third, a meaningful
place. In the first definition places are conceived as locations in space (a small spatial unit). This refers to the
explanandum of this study: spatial organization of the firm. However, it also involves the explanans as theorized in
spatial economics theory as the ‘friction of space’, i.e. distance-transaction costs. The second definition, in which
place is a setting in which social interaction takes place and social relations are constituted (a locale), involves the
explanans as theorized in the territorial innovation models (organizational capabilities theory) and in the social
action theory, as the context of social action. In the third definition, place is defined as territorial space that has
been given meaning.

13 See for example Dicken and Malmberg (2001); Dicken and Thrift (1992); Engstrand and Stam (2002); Grabher
(1993); Hanson and Pratt (1993; 1995); Oinas (1998; 1999b); Yeung (1998). Although also scientists in
entrepreneurship studies ( Johannisson, 2000; Jack and Anderson, 2002), organization theory (Fligstein and
Freeland, 1995; Oliver and Ebers, 1998; Schoonhoven and Romanelli, 2001) and strategic management (Baum and
Dutton, 1996; Dacin et al., 1999) have been studying this to some extent.

14 In this respect, Amin and Thrift (2000, p.7) even argue that “[t]he competence-based perspective does not get us
close enough to the micro-practices in firms that nurture, sustain, and even compromise everyday learning” and
thus make a plea for the use of social action theory that focuses on the daily practice, interaction, and action of
individuals.
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4 Development of new enterprises

4.1 Introduction

In this chapter we will discuss process theories that provide a frame of reference for analysing the
development of evolving enterprises. We will start this chapter with process theories of
organizational development (sections 4.2 till 4.5). These theories of organizational development
have not yet been applied on location problems, but offer many opportunities for analysing and
explaining the change of evolving enterprises and its effects on the spatial organization of the
enterprise. In section 4.6 we will integrate these process models and theories in a life course model
with development phases. The sections 4.2 till 4.6 thus focus on one of the central explanans in our
study, the characteristics of evolving enterprises. Section 4.7 focuses more on the explanandum of
our study, the spatial organization of evolving enterprises. This section discusses studies on
locational evolution. At the end of this chapter we will link the life course model with existing
studies on locational evolution of enterprises.

4.2 Process theories of organizational development

Van de Ven and Poole (1995) have distinguished four ideal types of process theories that explain how
and why change unfolds in organizations: lifecycle, teleological (or goal seeking), dialectical (thesis,
antithesis, and synthesis), and evolutionary (variation and selective retention). We have made an
additional distinction between macro-evolutionary and micro-evolutionary processes. Macro-
evolutionary processes focus on firms in coevolutionary competitive contexts, while micro-
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Table 4.1 – Process theories of organizational development

Theory Ideal type process theory

Organizational growth and crisis life-cycle and dialectical
Organizational punctuated equilibrium teleological and (macro-) evolutionary
New venture growth (micro-) evolutionary and life-cycle



evolutionary processes focus on the coevolution of intrafirm resources, competences, and dynamic
capabilities1. These ideal types are used here to distinguish process theories explaining the
development of new enterprises that will be discussed in the next sections (see table 4.1).

4.3 Organizational growth and crisis

One of the most well known stage models of organizational growth is the one by Greiner2 (1972).
The basic model distinguishes five stages in an organizational life-cycle of growth through creativity,
direction, delegation, coordination, and collaboration. Each of these stages culminates in a different
dialectical crisis (of leadership, autonomy, control, red tape, and ‘?’), which propels the organization
into the next stage of growth. The model with the distinctive stages is shown in figure 4.1 with on
the X-axis the age of the organization and on the Y-axis the size of the organization (in
employment and sales). This model is rooted in temporal interactions between life-cycle and
dialectical theories of change. The life-cycle theory of change is reflected in the historical forces
(organization age, size, growth rate, and stages of evolution and revolution) that shape the future
growth of organizations (Greiner 1972, p.166). The dialectical theory is used to explain how “as a
company progresses through developmental states, each evolutionary period creates its own
revolution” (Greiner 1972, p.166).
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Figure 4.1 – Stage model of organizational growth
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A specific organization structure, management style, role and function of the entrepreneur
characterize each stage. The development process in this stage model has been called the
‘professionalization’ of the entrepreneur and the organization (Crijns and Ooghe, 1997).
In the first stage, the structure and communication of the enterprise is informal. The emphasis is on
the creation of a product-market combination; the initial strategy. The entrepreneur is mainly
involved in operational tasks and has direct personal contact with all the employees.
During the second stage different functions are distinguished like production and marketing. The
entrepreneur has to take a more managerial role, and the management style becomes more formal.
The focus is now on the efficiency of operations.
The following stage is characterised by a decentralized or multidivisional organization structure, in
which managers of divisions are given more autonomy. The entrepreneur has to delegate, and to
limit himself to the more strategic issues of management. He has only direct control on the
management team, and not anymore on the whole enterprise. The emphasis is on the efficiency of
the management structure.
In the fourth stage, the separation between ownership and management becomes clearer which
means that the connection between the entrepreneur and the enterprise becomes looser (cf. figure
4.4). The enterprise has the resources and structures to steadily produce profits (accumulate
resources). The role of the entrepreneur is similar to that of an investor, and the management team
controls the returns of the different units of the matrix organisation. The management focus is on
the optimal coordination of the organization, which is not entrepreneurial at all anymore. This is
eventually said to be leading to a red tape crisis, which should lead to the fifth ‘collaboration’ stage.
The characteristics of the first four stages are summarized in the table 4.2.

Two specific questions that arise from the models of organizational growth and crisis are especially
relevant for studying the dynamics of the spatial organization of evolving enterprises. The first
question is: How does the role of the founder-entrepreneur as a decision-maker change during the
life course of evolving enterprises and what effect does this have on the spatial organization of these
enterprises? The second question is: How does the organization structure change during the life
course of evolving enterprises and what effect does this have on the spatial organization of these
enterprises?
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Table 4.2 – Characteristics of the four stages in the Greiner model

Stage I II III IV

Organization informal functional decentralized or line/staff and product
structure multidivisional groups, matrix

Management style creativity direction delegation coordination
Role entrepreneur owner-worker owner-manager general (strategic) administrator

manager
Function direct supervision indirect supervision indirect control organization of

entrepreneur divisions



Stage models, like the one that has been discussed in this section, have had two important points of
critique that are relevant for this study. First, they have been accused of being too deterministic,
pretending that they can predict the patterns of organizational growth (Storey, 1997). Levie and Hay
(1998), in their comprehensive review of 63 stage models of organizational growth, have concluded
that these models have persisted in spite of repeated failures to confirm them empirically. The
second point of critique is their neglect of the (spatial) context in which these organizations grow
(O’Farrell and Hitchens, 1988b, p.1372). In the next section we will discuss a model that is less
deterministic and also takes into account the role of ‘environmental shocks’.

4.4 Organizational punctuated equilibrium

A ‘revolutionary’ process model of organizational development is the punctuated equilibrium model
by Tushman and Romanelli (1990; Romanelli and Tushman, 1994). This model not only takes intra-
organizational factors into account, but also takes the environment into account as a factor driving
(revolutionary) organizational change. The basic argument in this model is that revolutionary – not
evolutionary – transformation is a principal means by which organizations fundamentally alter their
systems, strategies, and structures (Romanelli and Tushman, 1994): the punctuated equilibrium logic
of organizational change, also called ‘metamorphosis model’ (Aldrich, 1999). These revolutionary
transformations are positively affected by major changes in the environment (macro-evolution) and
strategic reorientations (teleological).
According to Tushman and Romanelli (1990) organizational evolution is composed of convergent
periods punctuated by reorientations. The starting point of organizational evolution is the inception
of a new firm. The selective perceptions by founders of constraints and opportunities in the
environment initiate a reorientation, which in this case leads to the start of a new firm. The start is
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Figure 4.2 – Organizational Punctuated Equilibrium model
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motivated by dissatisfaction with the former occupation, leading to a reorientation. Reorientations
involve decisions regarding five critical activity domains: the core values, strategy, distribution of
power, structure, and controls of the firm (Tushman and Romanelli, 1990). These activity domains
individually and in interaction with each other constitute the organizational ‘working out’ of a
strategic orientation. Organizational founders in the first place intend this strategic orientation.
Subsequent strategic orientations may develop as a consequence of intended or emergent
interactions among the activity domains, executed by (new) leaders. The strategic orientation at the
founding of a firm tends to be rather durable due to inertial forces. Organizational inertia is
developed as “webs of interdependent relationships with buyers, suppliers and financial backers
strengthen, and as commitments to internal participants and external evaluating agents are
elaborated into institutionalized patterns of culture, norms, and ideologies” (Tushman and
Romanelli, 1990, p.145). These inertial forces provide a resistance to all but incremental change,
which facilitates convergence. Convergence is defined as “processes of incremental and
interdependent change activities and decisions which work to achieve a greater consistency of
internal activities with a strategic orientation, and which operate to impede radical or discontinuous
change” (Tushman and Romanelli, 1990, p.146). A high degree of competence in executing a specific
strategic orientation may thus be developed, but the firm’s ability to initiate and realize a strategic
reorientation is seriously impeded.
Although reorientation and change is seriously impeded during the (founding) convergent period,
organizations can and do undergo radical transformations. Two basic forces of change lead to such a
transformation: (1) sustained low performance resulting from a lack of (external or internal)
legitimation, internal efficiency or effectivity in production; and (2) major changes in the
competitive, technological, social and legal conditions of the environment that render a prior
strategic orientation no longer effective. Performance pressures whether anticipated (due to
changing environmental conditions) or actual, are the most basic forces for reorientation.
Reorientations are defined by “simultaneous and discontinuous shifts in strategy (defined by
products, markets and/or technology), the distribution of power, the firm’s core structure, and the
nature and pervasiveness of control systems” (Tushman and Romanelli, 1990, p. 147).
Ultimately the executive leader(s), with his perceptions and decisions, mediates the forces of inertia
and the pressures for performance that trigger reorientations. Executives’ perceptions of
opportunities or crises, leading to dissatisfaction with the current situation, guide the choice to
initiate a reorientation. These perceptions may be so constrained by the personal commitments and
interdependencies of the incumbent executives that reorientations will occur most frequently after a
sustained performance decline and will most probably be initiated by outside successors (following
or preceding a change in the top-management team).
The basic organizational punctuated equilibrium model consists of a process that starts with
dissatisfaction by the leader(s) of the organization, which may lead to a reorientation. A
reorientation is followed by a period of convergence that only ceases when the level of
dissatisfaction of the leader(s) is high enough to initiate a reorientation. The basic model is shown
in figure 4.2.

The history of the firm shapes its further evolution. After the founding convergent period, each
successive period is affected by prior periods (path dependence). History, in terms of the
understandings and interpretations of previous convergent periods and reorientation crises, in

53



combination with prior commitments, provide the context within which current reorientations and
convergent periods operate. In contrast with the organizational growth and crisis model the
punctuated equilibrium model proposes that organizations do not evolve through a standard set of
stages. Each organization may reach their respective strategic orientations through systematically
different patterns of convergence and reorientation (Tushman and Romanelli, 1990, p.176).

The punctuated equilibrium model may be relevant for the study of the dynamics of the spatial
organization of evolving enterprises for several reasons. First, the forces of inertia that lead to a
convergence period may also cause ‘locational inertia’. Second, sustained low performance or major
changes in the environment could not only lead to a reorientation, but also to a major change in the
spatial organization of the evolving enterprise. Finally, the entrance of executives from outside the
organization could also lead to a change in (locational) strategy. Two specific questions that arise
from the punctuated equilibrium model are especially interesting for studying the dynamics of the
spatial organization of evolving enterprises: Why are reorientations in evolving enterprises initiated
and how do these reorientations affect the spatial organization of evolving enterprises? and; Which
inertial forces facilitate convergence in evolving enterprises and how does this affect the spatial
organization of evolving enterprises?

The punctuated equilibrium model is especially useful for the analysis of evolving enterprises that
have been involved in revolutionary transformations after start-up. For the analysis of evolving
enterprises that have only changed in a rather incremental way another theory may be needed,
which is discussed in the next section.

4.5 New venture growth

The development processes of new enterprises are explored in the theory of new venture growth
(Garnsey 1998a; 2001b; Penrose, 1995). Three key ideas are central in this theory.
First, the focus is on problem solving activities in the early life of the evolving enterprise related to
resources. This theory proposes a necessary sequence of problem solving related to universal
resource problems: from resource access and resource mobilization to resource generation (see figure
4.3). The solution of these resource-related problems might provide the basis for developing
competence that enables the firm to respond to changing opportunities and threats3. New ventures
thus have to solve a number of universal problems after which diverse growth trajectories may set
in.
Second, multiple growth trajectories are possible. These trajectories – enterprise paths – depend on
the dominance of certain development processes during certain episodes in the life course of firms.
Third, the firm is not seen as an island, but explicitly as connected to its environment. Firms co-
evolve with others in its changing environment.
The development paths of enterprises can be regarded as the (micro-)evolution of the competences
within the enterprise, and the co-evolution of the enterprise with its networks. The development of
enterprise-specific competence influences the future path of the enterprise. The combination of
enterprise-specific sequences and enterprise-specific contexts make it impossible to theorize
evolving enterprises as a group of similar enterprises. Rather each enterprise has its own individual
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and unique characteristics. The development paths of these enterprises are not universal, but the
entrepreneurial processes in their development are rather universal (Garnsey, 1998; McGrath, 2002;
see figure 4.3):

Opportunities must be identified and input resources accessed and mobilized in order to generate further
resources if an enterprise is to become a sustained system of activity through market exchange. Growth may
become self-reinforcing if sufficient impetus is achieved, but consequent synchronization problems can bring
about reversals. The relatively few enterprises that achieve sustained growth use their problem-solving
capacity, or competence, to achieve leverage in accessing further resources and markets. Initial conditions and
resource endowments incline the system in a certain direction, but the actual path taken is unpredictable
because it is subject to contingent occurrences and singular initiatives. (Garnsey, 1998, p. 547)

Next to resource problems, opportunity recognition also plays a central role in this theory.
According to Penrose (1995, p.31-32) the business firm is:

... both an administrative organization and a collection of productive resources; its general purpose is to
organize the use of its ‘own’ resources together with other resources acquired from outside the firm for the
production and sale of goods and services at a profit. (...) The productive activities of such a firm are
governed by what we shall call its ‘productive opportunity’, which comprised all of the productive
possibilities that its ‘entrepreneurs’ see and can take advantage of. A theory of the growth of firms is
essentially an examination of the changing productive opportunity of firms; in order to find a limit to
growth, or a restriction on the rate of growth, the productive opportunity of a firm must be shown to be
limited in any period.

External events can influence these common underlying processes, but they are always mediated by
the immanent logic that governs the necessary problem-solving sequence (see ‘life cycle process’ in
Van de Ven and Poole, 1995). This means that the effect of external shocks on a firm depends on
how the sequence of resource problems is dealt with in the firm. The life cycle does not have to
involve the whole enterprise, the relevant entity is a specific resource-activity system that is started
with an opportunity recognized and ended when no resources are generated anymore.

55

Figure 4.3 – Sequence of development processes in the early life of new firms
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Table 4.3 summarizes the key universal problems and the possible growth trajectories. These
resource problems and growth trajectories may affect and are possibly affected by the spatial
organization of the evolving enterprises. Other key elements of this theory are also valuable for
analysing the development of evolving enterprises. In the next sections these key elements will be
presented with additions from other literature on new enterprise development.

4.5.1 Opportunity recognition
Opportunity recognition is about the discovery of opportunities in which to exploit an innovation
and the exploration of new possibilities. Exploration – of what might come to be known – involves
experimentation, variation, risk taking, and search (March 1991). Opportunity discovery is a
function of the distribution of information in society (Hayek, 1945). Entrepreneurs discover
opportunities related to the information they already possess (Shane, 2000). This could be called
‘cognitive path dependence’ (see section 2.4). Individual differences in prior knowledge influence the
opportunities that people discover, how their entrepreneurial efforts are organized, and how the
environment can influence this process (Shane, 2000). Traditional economic theories assume that
people will discover the same opportunities in a given context, or discover opportunities that are
uncorrelated with the attributes of the discoverers. However, entrepreneurial theories on
opportunity recognition (rooted in Austrian economics) argue that different people will discover
different opportunities in a given context because they possess different prior knowledge. Social
relations are important channels for gaining access to information on market conditions and
opportunities (Brüderl and Preisendörfer, 1998). The social network assures the entrepreneur of a
larger ‘opportunity set’ from which both intangible information and tangible resources can be drawn
(Butler and Hansen, 1991, p.3).
Opportunity recognition does not only involve entrepreneurs and their new enterprises; it also
involves ‘external productive opportunities’ that affect the growth of existing firms. According to
Penrose (1995, p.xiii) the relevant environment of the firm in this respect is “the set of opportunities
for investment and growth that its entrepreneurs and managers perceive”. This environment is
different for every firm as it depends on the firm’s specific collection of human and other resources.
Firms may see their prospects of growth not only in terms of their existing products. They can also
search for opportunities of using their productive resources and knowledge more efficiently:
diversification into new markets.
The recognition is thus conditioned by the prior knowledge of human agents (within a new or
already existing firm), but it is indeterminacy and chance rather than deterministic mechanisms that
are involved in this process (cf. Boschma and Van der Knaap, 1997).

4.5.2 Resource access
Resource access refers to the resources directly available to the entrepreneur. In first instance this
may be the direct access to financial and human capital of the entrepreneur. Later on the specific
endowments of the firm, for example its technology, intellectual property, and locational assets may
be directly accessible. This is also known as the firm’s (specific) asset position (Teece et al., 1997).

4.5.3 Resource mobilisation
Resource mobilization involves the external acquisition and internal combination and creation of
resources (Garnsey, 2001b). Different networks can be used to mobilize resources. Some authors
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even regard venturing as successfully mobilizing resources, in the specific context of the overall
personal network of the entrepreneur ( Johannisson, 2000). Especially in the early phases of the life-
course the reputation of the entrepreneur and his networks are important means to improve his
credibility and thus facilitate resource mobilization. However, enterprises that need to mobilize
large amounts of resources often have to activate more formal networks. Enterprises in promising
industries will more easily mobilize resources, for example via venture capitalists. In later phases of
the life course other inter-organizational network relations may also become important in acquiring
resources.
When a firm has evolved into a separate entity from the entrepreneur, an internal resource creation
process can be started in order to realize opportunities. This resource creation process may
substitute, complement or even facilitate the external acquisition of resources. However, firms that
internalize growth are less flexible than firms that subcontract. These latter firms can easily shift in
subcontractors, while the others have more problems in changing the size and number of internal
divisions. With respect to this flexibility there might be a trade-off between dependence on ‘firm-
internal sunk costs’ and firm-external resource dependence.

4.5.4 Resource generation
Resource access and resource mobilization are necessary conditions for resource generation.
Capitalist enterprises cannot function without resources, either directly accessed or mobilized. To
survive in a market environment resources not only have to be mobilized, but also have to be
generated. Resource generation refers to the profitable exploitation of resource conversion. Internal
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Table 4.3 – Universal problems and possible growth trajectories

Universal resource problems Possible growth trajectories

Access Reinforcement
• choose activity • successful growth facilitates funding
• sector-specific resources build up • resources are released for further growth (slack)
• precedents are key to starting a new firm • customers may demand more products and 

faster service
Mobilization • founders need to delegate to cope with size
• creation of strong links with the firm’s

environment Reversal
• iteration between initial prospecting and • resource asynchronies (shortage)

mobilization • strategy may need to shift if opportunity 
• the image of the firm to outsiders is important has changed

to acquire resources • professionalisation may have perverse effects
• the shortage of resources may provide focus • relationships with funders are vital

and direction
• firm-specific practice starts to accumulate Stagnation

• limited ambitions of the founder
Generation • market niche is small and saturated
• production process is established
• lurching from over- to underproduction
• a repertoire of (specific) solutions develops

Based on: Garnsey, 1998a; Hugo, 2002



resources must be efficiently utilized, and production must be effectively organized in order to
maintain a flow of resources that is desired by an output market. Especially new firms are often not
suited to resist strong fluctuations in demand, as they do not have the necessary buffers. Learning
by trial and error with the help of adequate information about markets and production, possibly by
feedback of (potential) users, improves the anticipative capability of the managers (Von Hippel,
1988; Lundvall, 1988; Cornish, 1995; Shaw, 1997). Many scholars have proposed a causal relationship
between networking and the survival of new enterprises (Birley, 1985; Dubini and Aldrich, 1991;
Brüderl and Preisendörfer, 1998). However, an elaborate personal network can be regarded as a
necessary, but not a sufficient condition for the survival of new enterprises.

4.5.5 Stagnation
Most new ventures that survive after start-up do not grow at all. This can be caused by the limited
ambitions of the founder or the limitations of the market: a lack of opportunities recognized. So
called lifestyle firms are led by entrepreneurs that are satisfied with their small business and do not
want to face the problems involved in growing their business. They may also be in a market niche
that is small and saturated. Also other contingent factors can cause the (temporary) stagnation of
the new venture, and only when these are released the venture can grow.

4.5.6 Resource accumulation
Resource accumulation refers to the sustained growth of assets of an enterprise. It involves growth
on an independent basis that leads to the build up of reserves (organizational slack; Cyert and
March, 1963) that allows enterprises “to reorient themselves in response to changes in opportunity
structure without succumbing to resource shortages” (Garnsey, 2001b, p.25). Slack buffers an
organization from fluctuations in resource availability in its environment, and thus lowers the
pressures of the immediate environment on the enterprise. As organizations accumulate resources,
their market power increases with the resources available to them (Pfeffer and Salancik, 1978), and
with more resources, they are not so dependent on their exchange partners.
Resource accumulation in the long run depends on the balance between exploration and
exploitation: “simultaneously improving the processes by which organizations seek out or generate
new options (exploration) and improving their capabilities for implementing options that prove
effective (exploitation)” (March, 1994, p.47). An organization that engages only in exploitation will
improve its knowledge in an increasingly obsolescent technology or strategy, but an organization
that engages only in exploration will never gain any return from its discoveries (March, 1994).

4.5.7 Reversal
More disruptive than stagnation is a reversal. This reversal can have many causes (cf. the crises
described in section 4.3). Often resource asynchronies (shortage) cause a sudden reversal in the
growth trajectory of new ventures. The resulting resource shortage can be solved with the help of
external funders. A more fundamental cause is the change of opportunities that is not accompanied
by a shift in strategy. Perverse effects of earlier requirements for growth can also cause the reversal,
for example the professionalization of the internal organization. In more abstract terms a reversal
can be caused by a failure in resource generation and/or resource mobilization, ultimately leading to
resource shortage (negative resource access).
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4.6 Life course model

The process theories that have been discussed have many similarities and complementarities that
make it possible to integrate them into one process model consisting of separate, but not necessarily
sequential development phases. They can be integrated in a life course model that thus avoids the
deterministic and linear implications of a life cycle model (cf. Aldrich, 1999). This life course model
also offers opportunities for integrating aspects of the theories discussed in chapter 3, for example
resource dependence, organizational capabilities, and social action theory. For the analysis of the life
course of evolving enterprises we have to recognize the common processes underlying these life
courses. Life courses are constituted by enterprise specific sequences of development phases. A life
course perspective explicitly links necessary and contingent relations causing an unpredictable, but
explainable development path in which history conditions but does not determine the future. In this
section we will define development phases based on the process theories that have been discussed in
the earlier sections. Development phases can be recognized by the domination (of a combination) of
(a) certain process(es) in an episode in the life course of the enterprise. These development phases
and processes are not easily (quantitatively) measured in the aggregate – they have to be observed in
case study evidence (Hugo and Garnsey, 2002).
During its emergence the enterprise does not really exist as an object, so we start at the inception of
the new venture, the start-up phase. In this phase it is necessary that the entrepreneur identifies an
opportunity and has access to resources to realize this opportunity in the near future. The start-up
involves discontinuity and continuity with the past: discontinuity, because the start-up may be
regarded as a strategic reorientation (especially in the case of spin-offs); and continuity, because the
start-up may be seen as the institutionalisation of a part of the entrepreneur’s personal network into
a venture ( Johannisson, 2000, p.373). A conception of the business venture that is to be undertaken
in the form of the enterprise is necessary to become an established enterprise in the first place. This
entrepreneurial imagination is not only constituent to the birth of the enterprise, but is also
indispensable for the later learning processes (Witt, 1999).
When these evolving enterprises have survived in a market environment after the start-up they may
be called capitalist enterprises. The existence of the enterprise in this initial survival phase is
dependent on the access to buyers that pay more than the costs of the product. In evolutionary
terms this means that the enterprise has to survive within a selection environment. Such a revenue
generating process requires that resources have been mobilized effectively. Thus, if a resource
mobilization process has not yet been set in, it is impossible to be in the initial survival phase.
When a resource mobilization process has set in, but the resource generation process is still not
started (as for example with firms only ‘burning’ venture capital) the enterprise is considered to be
still in the start-up phase. This means that enterprises have shown impressive growth rates, based
on the number of employees, but that they still have not entered the initial survival phase, as they
did not start the necessary processes for this phase.
For successful growth in the early growth phase it is necessary to make further investments. These
further investments might be made possible by different circumstances: for example a growth
market (of existing products), a growing demand for new products, or the increasingly efficient
organisation of the resource generation process.
A growth syndrome may set in when the limits to growth become manifest. These limits may be very
diverse in nature, but may result in negative resource generation, resource mobilization, and in the
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end a decline in the access to resources. The growth syndrome can be regarded as an unsolved crisis,
and is a likely precursor of a reorientation.
The few firms that manage to grow on a relatively independent basis enter the accumulation phase.
According to Penrose (1995, p.8) “enterprise management is the one identifiable condition without
which continued growth is precluded – this is one necessary (but not sufficient) condition for
continued growth”. The enterprises that have overcome growth crises have often gone through a
process of metamorphosis: the early identity of the enterprise has been transformed through
changes in e.g. ownership, scale and activity (Penrose, 1995). The accumulation phase may thus be
set in with a revolutionary transformation, but may also be initiated with more incremental changes.
New competences increasingly belong to the organization as a whole, and not just to the key
individuals (like the entrepreneur) anymore. In this phase the enterprise may end to be an
entrepreneurial system, as it becomes more and more independent of the founder-entrepreneur(s).
Table 4.4 summarizes the proposed development phases and the dominant processes.

The agent of change is expected to shift during the life course of the enterprise from the level of the
entrepreneur to the level of the enterprise. The importance of structures during the emergence of
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Table 4.4 – Development phases and dominant processes

Processes

Opportunity Resource Resource Resource

recognition mobilization generation accumulation

Start-up
Initial survival

Development phases Early growth
Accumulation

Growth syndrome
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phases

founder-entrepreneur enterprise

Figure 4.4 – Changing importance of the founder-entrepreneur



the enterprise (the personal network of the entrepreneur) may thus shift to other structures during
the growth of the enterprise (the personal networks of key employees and the inter-organizational
network of the enterprise). This means for example that opportunities are not solely recognized by
the entrepreneur, but also by employees of the evolving enterprise. As enterprises grow the goals
and personal relations of the entrepreneur are likely to become relatively less important in the
decision-making process, and the goals, experience, aspirations and abilities of the management
team are likely to gain in importance. The relative importance of the entrepreneur during the life
course of evolving enterprises is shown in figure 4.4.

Figure 4.4 shows that in the first phases the entrepreneurial system is probably nothing more than a
one (wo)man firm. In these phases the entrepreneur’s and the enterprise’s goals are substantially
synonymous. In the early growth phase the relative importance of the entrepreneur is declining. The
importance of the entrepreneur in the growth reversal phase is an open question: he may (partly)
step out of the enterprise or he may be the central actor in solving the growth problems. In the
accumulation phase the entrepreneur is often taking a less central role, and the decision-making is
delegated to other staff members (professional management). So the entrepreneur may not be the
dominant agent anymore. In a sense, first the firm was the agent of the entrepreneur (actor),
however, when the firm has grown to a substantial size, the entrepreneur becomes the agent of the
firm (actor). In the latter situation the firm’s ties not due to the entrepreneur in question, are due to
his or her fellow firm members, and as such, they may be considered indirect or ‘weak ties’ of the
entrepreneur him- or herself (Friedland and Palmer, 1984, p.400; cf. Granovetter, 1973). Uzzi (1997,
p.64) in this respect states that “[a]s firms grow, ties among individuals may become insufficient
sources of embeddedness, and other social mechanisms such as interlocks or shared equity may then
be needed”.

Now we have discussed the development of evolving enterprises, our central research object, we can
turn back to our research problem – how and why does the spatial organization of evolving
enterprises change during their life course? – in the next section.

4.7 Process studies on locational evolution

The life course model constructed in the previous section may be linked to process studies on
locational evolution of enterprises. The models in these studies are often a combination of life cycle
and teleological processes (Melin, 1992; Forsgren, 2002). The life cycle process refers to the
cumulative sequence of phases, derived from a common underlying process, which progresses
towards a final end-state, most likely a multinational spatial organization. They also often build on
the behavioural theory of the firm (Cyert and March, 1963) and thus propose instrumental rational
action of decision-makers, which implies a teleological process.

Probably the first study on locational evolution is Vernon’s product life-cycle explanation of
internationalization of enterprises (Vernon, 1966; 1979). In contrast to the then dominating theories,
it emphasized the role of innovation, scale, ignorance and uncertainty in international investment.
The central idea in this study is that enterprises start in their home markets with innovations that
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are sensitive to local conditions of supply and demand. In this first phase of the product cycle the
relatively unstandardized nature of the new product and its production technology create a need for
close interaction between suppliers, producers, and customers, which is facilitated by geographical
proximity. When these innovations diffuse in the home market, competition eventually pushes
enterprises to export and then later to invest in foreign markets, which also lowers production and
distribution costs. Despite all the critics on this model, it has been valuable in emphasizing the
dynamic nature of the processes involved in the locational evolution of enterprises, driven by
innovation and subsequent competition on product markets.
Taylor (1975) constructed a more refined model of subnational locational evolution. This model of
locational evolution of industrial enterprises focused upon the elements of firms’ operational spaces
to understand the spatial contexts in which the location decisions are made. This spatial context
itself was said to be expanding with organizational growth. The spatial context of firms is divided
into three elements: an action space defined by material linkages, an information space defined by
information flows, and a decision space reflecting the filtered information from all sources upon
which a firm acts. Material linkages, especially the extent to which firms have customers and
suppliers within a locality or region can be used as a measure of local or regional dependence (cf.
Cox and Mair, 1988). As many firms are not locally dependent, but have a national or even
international action space, the area of a firm’s material linkages is too wide to offer any explanation
of locational behaviour (Taylor, 1975). The information space of a firm perhaps offers a better
explanation for the locational behaviour of the firm, as information flows are more highly localized
than material linkages. Even when modern telecommunication technologies, like e-mail and voice
mail are efficient, face-to-face contact is still essential to true (business) communication (Hallowell,
1999). But even the greater localization of a firm’s information space may not account for the
localization of a firm’s location decisions. Not all the information that ‘arrives’ at a firm through its
material and information linkages will be accepted. The received information will be filtered with
the organisation’s perceptual filter comprising the perceptual filters of the individuals that make up
the decision-making coalition (Taylor, 1975, p.319). This third relevant space is the ‘decision space’,
which reflects “the information that is accepted by the firm and since this is only part of the
information that it receives, it might be thought to be spatially more constrained than either the
firm’s information space or action space” (Taylor, 1975, p.320). The decision space can also be called a
‘corporate mental map’, which embodies the whims, prejudices and standing of the organisation’s
members (and perhaps external stakeholders) which influence the location decisions. This mental
map embodies the goals and objectives of the persons involved, and is thus extremely difficult to
measure (Taylor, 1975). Taylor (1975, p.320) suggests that “with time and organizational growth this
[decision] space will be expanded through a learning process fed by the information that accrues to
a firm through, in the first instance, its material linkages but then through its informational linkages
as well.” With this learning process firms might shift from being locationally indecisive to
locationally decisive as this ‘spatial’ learning can diminish the cognitive and information constraints
(see section 3.2). The organisational location investment decision making is placed in a spatial
context that “reflects the imperfect knowledge and risk and uncertainty that surround all human
activities” (Taylor, 1975, p.320). The resulting subnational development sequence traces the locational
evolution from a single-plant enterprise, operating more frequently in the founders’ home town,
through a risk-minimising diffusion sequence involving the establishment of, first, an inter-regional
sales office and then inter-regional warehousing and production.
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Johanson and Vahlne (1977) constructed a similar model of locational evolution, but focused on the
internationalization process. It is a model of knowledge development and increasing foreign market
commitment. In the internationalization process, firms incrementally increase their international
involvement. In this process firms learn through development of experiential knowledge about
foreign markets. They first enter new markets with the lowest perceived market uncertainty, in other
words, markets that they can rather easily understand or ones on which they have prior knowledge.
This increasing involvement and knowledge leads to increasing commitment to foreign markets,
through engaged resources.
A model that can also be seen as an internationalisation process model, but which takes explicitly
into account the start-up and subsequent growth of enterprises has been constructed by Håkanson
(1979). Five successive stages of locational evolution of enterprises are recognized. Due to localized
knowledge and business contacts enterprises are started in the region where their founders have
previously lived and worked. During the early life of an enterprise, initial expansion on an
incremental basis within the home region is realized. After this first stage, new offices are opened
outside the home region in order to serve new markets. This expansion in the second stage is
needed because “the rate of growth of the local market is usually slower than that to which the firm
aspires” (Håkanson, 1979, p.132-133). The needed proximity to new customers outside this initial
market makes it necessary to open new branches. When the new markets have been exploited
successfully, the adoption of foreign sales agents makes it possible to start in promising export
markets in the third stage. When sales in foreign markets reach a certain volume, the establishment
of foreign sales offices is needed to reduce costs to serve these markets, possibly through the
acquisition of former agents. After foreign subsidiaries are established in the fourth stage, the fifth
stage may set in. In this stage the production capacity has grown to such an extent that location
constraints force the decentralization of production and the setting up or acquisition of branch
plants. The enterprise has now become truly multinational, as it is also able to expand in foreign
countries that were relatively difficult to access due to high transportation costs, cultural differences,
custom barriers, or other impediments to trade. During the first stages the expansion is mainly
realised with market development, while in the later stages diversification becomes more probable.
An explicit critique on Vernon’s and Håkanson’s model of a company’s internal growth path has
been made by Taylor and Thrift (1982). They argue that the business development literature has
largely come up with “static, ahistorical models of corporate development (...) incapable of depicting
corporate development paths” (1982, p.14)4. It is no longer possible to identify one single corporate
development sequence, also in view of what they termed the emerging ‘global corporation’ (cf.
Bartlett and Ghoshal, 1989):

The new global corporation is the result of the complex process of interlocking between the relatively
autonomous development sequences of subsidiaries, branches and affiliates, especially as multinationals
acquire foreign and domestic firms that themselves have foreign subsidiaries, branches and affiliates. Some
multinationals therefore grow into quite formidably complex international economic networks. (Taylor
and Thrift, 1982, p.25)

Next to this ‘global corporation-sequence’ they identify three more traditional sequences: (1) smaller
firms, (2) smaller quoted firms, and; (3) larger national and smaller multinational corporations. The
smaller firm, which makes up the largest part of the business population, is most likely to stay
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unilocational. The smaller quoted firm may expand on a national scale (cf. Taylor, 1975), while the
larger national and smaller multinational corporations reveal a sequence that ends in a multinational
spatial organization. Each of these sets of enterprises, have a different magnitude of resources at
their disposal (cf. section 3.4) and a different degree of power in their inter-organizational networks
(cf. section 3.3). They propose the possibility of individual enterprises to move between these sets
(mainly) by take-over and merger. Furthermore they claim attention for the (financial) founding
conditions of a cohort affecting the development sequences of its enterprises.
One of the more recent models of locational evolution has focused on a neglected issue of the
previous models: restructuring. This model by Dicken (1992, p.207-212) builds on the development
sequence proposed by earlier location studies (especially the one by Håkanson, 1979), but adds a
stage of restructuring and rationalization. Two categories of forces which may lead to corporate
reorganization and restructuring are distinguished: external and internal (cf. the punctuated
equilibrium model in section 4.4). Examples of external forces are declining demand, increased
competition in domestic or foreign markets, and changes in the cost or availability of production
inputs. Next to problems, changes in external conditions may of course also provide opportunities.
Internal pressures stimulating reorganization and restructuring may relate to the enterprise as a
whole or to one or other individual parts. Examples of internal forces are changes in top
management, shortage of financial and managerial resources, or acquisition of or merger with other
firms. The restructuring stage involves reduction in both domestic and overseas operations.
However, Dicken (1992, p.211-212) is also aware of the inability of enterprises to restructure their
operations due to sunk costs (see section 3.2). On the other hand, multinational enterprises often
have a strong capacity to switch and reswitch operations within their existing corporate network,
without exit of branches.

What implications do these process studies on locational evolution have for the analysis of the
spatial organization of evolving enterprises? All the process studies on locational evolution share a
focus on investment decision-making under uncertainty, with learning and increasing resource
commitments during the life course of enterprises. These studies are helpful in analysing the
locational adjustment of evolving enterprises, especially becoming multinational. However, they do
not offer much insight into the analysis of locational flexibility (moving out of the region of origin).
The models in these studies have been constructed with 20th century manufacturing firms in mind,
and one might wonder whether these insights apply to the 21st century knowledge-based enterprises
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Table 4.5 – Development phases and locational evolution

Vernon, Taylor, Johanson & Håkanson, Taylor & Dicken,

1996 1975 Vahlne, 1977 1979 Thrift, 1982 1992

Start-up Unilocational Unilocational
Initial survival Unilocational Unilocational
Early growth Multinational Multiregional Multinational Multiregional Multinational
Growth Multinational

syndrome
Accumulation Multinational Multinational Multinational Multinational Multinational



(cf. DiMaggio, 2001; Garnsey, 2001a) in a globalising, learning economy (Lundvall and Borras,
1998). Furthermore, these studies have a rather atomistic view of actors, mainly neglecting the role
of inter-organizational and personal network relations in locational changes.
We will synthesize the insights of the studies on organizational development and on locational
evolution in the next section.

4.8 Organizational development and locational evolution: synthesis

How can the changing characteristics of evolving enterprises be related to the dynamics of the
spatial organization of evolving enterprises? What relations can we expect? We will relate the
development phases as defined in section 4.6 with the locational changes as discussed in section 4.7.
Based on the models discussed, we can expect the following types of spatial organizations. During
the start-up phase we expect that the entrepreneur starts an enterprise in the region in which he has
worked and lived before. In the initial survival phase, we expect the firm to remain unilocational
within the same region. Only in the early growth phase investments in new locations within the
region or outside the region are expected. In a growth syndrome phase, characterized by
restructuring and reorganization, disinvestments may be expected. During the resource
accumulation phase the enterprise might become multinational or even global. In table 4.5 we have
summarized these expectations, based on the development phases (rows) and the studies on
locational evolution (columns).

Various unsolved issues remain, which may be untangled in our empirical study.
First, the studies on locational evolution depict a probable development sequence. However, the
actual locational evolution of evolving enterprises is also the consequence of unforeseen
environmental interactions and voluntary strategic choices that can hardly be determined in
advance. Next to these contingencies during the life course, the prior knowledge of the entrepreneur
and other founding conditions may cause significantly different development sequences in time and
space.
Second, although these studies provide insight into the locational adjustment of enterprises on
multiple spatial levels, locational flexibility is only dealt with as relocation within the region, most
likely during the early growth phase (see also Pellenbarg, 1995). So we still do not know much about
locational flexibility on a supra-regional level. Relocation decisions of firms are mainly determined
by firm internal factors, so a life course approach should explain these locational changes to a large
extent (Pellenbarg et al., 2002).
Another unsolved issue is the relation between internationalisation and development paths of young
enterprises. According to Hugo and Garnsey (2002, p.24-25) sustained growth of young technology-
based enterprises requires a move into export markets. Such a move often makes heavy demands on
young enterprises’ resources and competences, and related co-ordination difficulties may cause a
growth interruption.
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Notes
1 Cf. Garud and Van de Ven (2002) and Lewin and Volberda (1999).
2 See for further refinements: Churchill and Lewis (1983); Kazanjian and Drazin (1989); Hanks et al. (1993); Scott and

Bruce (1989).
3 This theory of new venture growth has many similarities with the organizational capabilities approach, but it is

more process-oriented. The organizational capabilities approach is also more concerned with the properties and
products of a problem-solving process (cf. Foss, 1997; Hugo, 2002).

4 Cf. the similar critique of Pettigrew (1985, in Pettigrew et al., 2001) on the literature of organizational change in
general as being largely acontextual, ahistorical, and aprocessual.
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5 Research design and methods

5.1 Introduction

In chapters 2, 3, and 4 the relevant modes of analysis, concepts and theoretical rationales capable of
enhancing insight into the spatial organization of evolving enterprises were reported and discussed.
This theoretical background enables us to research entrepreneurs and enterprises in real life.
The objectives of the empirical study were to further refine the theoretical framework and to verify
propositions derived from former research (chapter 6 and 7). New investigations have also had a
significant place, particularly in the delineation of the cumulative dynamics in the spatial
organization of evolving enterprises (chapter 8). The latter part was arranged to theorize the
locational evolution of evolving enterprises. As argued in chapters 3 and 4, to date most research has
been undertaken on the short-term dynamics in the spatial organization of enterprises, or on the a-
spatial development of enterprises. Studies that have focused on the combination of locational and
enterprise dynamics on a micro level on a long term have proved elusive.
In scientific research, there is a tension between relevance and innovation on the one hand and
scientific accountability and validity on the other. Of course, relevance and innovation depend on
the context in which phenomena occur. In this study, we have opted for a contextual approach to
entrepreneurship and evolving enterprises in a conceptual sense. In this chapter, we describe and
discuss the research design and method used to investigate the spatial organization of evolving
enterprises in their context. Naturally, the criteria of scientific accountability and viability also apply
to this study. It is important to make explicit all the choices made in the research design and
method, especially when these lie off the beaten track in such disciplines as economic geography
and entrepreneurship studies. In this chapter, a distinction is drawn between research design
(section 5.2) and research methods (section 5.3). By research design we mean the overall structure
and orientation of the investigation, while a research method refers to the techniques of data
collection. The chapter concludes with a section on the description and analysis of the data.
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5.2 Research design

In this section, we first discuss our choice for an intensive research design. Second, we describe the
more specific choice of case studies. The composition of the research sample is then justified. In the
last part of the section, the process of accessing the respondents for the empirical investigation is
described.

5.2.1 Intensive research
Our empirical study of the spatial organization of evolving enterprises did not start devoid of any
underlying theory; neither was it theory-driven (or determined: hypothesis testing). We conducted
theoretically informed empirical research (cf. Sayer, 2000). In designing the empirical research, we
had to keep in mind the specific nature of our object of interest: evolving enterprises. Heterogeneity,
complexity, and the qualitative change of evolving enterprises are such that no concrete enterprises
are identical in every respect. In chapter 1, we defined evolving enterprises in broad terms; in this
chapter, we define them in more specific terms for the purposes of the empirical research. The
specific nature of these evolving enterprises, and the specific research questions posed that we have
documented in chapter 1, determine the choice of research design. Although there is no necessary
connection between the type of research and the meta-theoretical building blocks as discussed in
chapter 2, certain types of research are more relevant and useful than others in the light of
constructive realism (cf. Yeung, 1997). Two main types of research can be distinguished: ‘intensive
research’ and ‘extensive research’.
Many research projects related to a study of this nature use a large survey based on a representative
sample, or a population of firms in a certain area. The data set then contains independent variables
such as firm size, age, investments, products, economic sector, regional characteristics, and specific
location factors; relocation is a dependent variable (cf. Romo and Schwartz, 1995; Pennings and
Sleeuwaegen, 2000). An exhaustive analysis of this data leads to an identification of common
associations, sub-groups, and so forth. Eventually, an enormous quantity of descriptive results is
produced, but explanations are elusive, for example because of the problem of ecological fallacy, or
the loss of information in aggregation, or the absence of some crucial variables (cf. Bryman, 1989,
p.230-233; Sayer, 1992). Sayer uses the term ‘extensive research’ here (1992).
In contrast, there are ‘intensive research’ projects. A few enterprises are selected as case studies; they
are examined exhaustively in terms of their history and context and the experiences of key actors
within the enterprises. Much of the information acquired is qualitative and concerns processes,
activities, relationships and episodes of events rather than the statistics of particular characteristics.
By looking at the actual relationships entered into by identifiable agents (entrepreneurs and
enterprises), questions concerning the interdependencies between actions and contexts are
addressed; for example, to what extent and in what ways are labour and workplaces integrated in
time and space. The results of the project are more true to life than those from extensive research,
because they describe “the individuals and their activities concretely rather than in the bloodless
categories of statistical indicators” (Sayer, 1992, p.242).
These two research types do not merely exemplify ‘breadth versus depth’; they address different
questions, use different methods, and define their objects and boundaries differently (Sayer, 1992).
These two types of research designs are compared in table 5.1.
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We chose an intensive rather than an extensive research design, for five reasons. First, a contextual
approach (as advocated earlier) favours intensive research: “exploration of how the context [or causal
group] is structured and how the key agents under study fit into it, or interact with it, or constitute
it – is vital for explanation” (Sayer, 1992, p.248). Second, because we are interested in questions
related to how causal processes work out in a limited number of cases rather than in discovering
general patterns of a population as a whole. With large-scale surveys, investigating the complex
processes involved in the changes of the spatial organization of evolving enterprises in sufficient
depth would be impossible (cf. Curran and Blackburn, 2001, chapter 3). In contrast, case studies can
be most illuminating in the investigation of complex change processes involved in the evolution of
new enterprises and the locational decision-making process of these enterprises (Yin, 1993). In
addition to the third (complex organizational change processes) and fourth (location decision-
making processes) reasons related to the two central processes in this study, there is a fifth reason
related to the network focus of this study. In an attempt to explain the spatial concentration of
specific firms in London with social networks, Gordon and McCann (2000, p.526) assert that: “...
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Table 5.1 – Intensive and extensive research: a summary

Intensive Extensive

Research question How does a process work in What are the regularities, common
a particular case or small patterns, distinguishing features of a
number of cases? population?
What produces a certain change? How widely are certain characteristics
What did the agents actually do? or processes distributed or represented?

Relationships Substantial relationships Formal relationships of similarity
of connection

Type of groups studied Causal groups Taxonomic groups

Type of account Causal explanation of the production Descriptive ‘representative’
produced of certain objects or events, though generalizations, lacking in explanatory

not necessarily representative ones penetration

Typical methods Study of individual agents in their Large-scale survey of population or
causal contexts, interactive representative sample, formal
interviews, ethnography. questionnaires, standardized interviews.
Qualitative analysis Statistical analysis

Limitations Actual concrete patterns and Although representative of a whole
contingent relationships are unlikely population, they are unlikely to be
to be ‘representative’, ‘average’ generalizable to other populations at
or generalizable. different times and places.
Necessary relationships discovered Problem of ecological fallacy in making
will exist wherever their relata are inferences about individuals.
present, e.g. causal powers of objects Limited explanatory power
are generalizable to other contexts as
they are necessary features of
these objects

Appropriate tests Corroboration Replication

Source: Sayer, 1992, p.241-251



general survey data cannot measure the degree of trust that businesses invest in other firms, locally
and elsewhere, or the efforts expended in creating and validating trust.” And they conclude with: “...
in cases approximating to the social-network model, a more qualitative approach is required, in
order to measure the incidence of co-operative behaviour among firms and organizations pursuing
mutually beneficial ventures” (Gordon and McCann, 2000, p.529).

So, in addition to the contextual approach referred to above, the causality, complexity of the
enterprise evolution, and locational decision-making, the empirical investigation of the social
network or social action model also requires an intensive research design. Qualitative research is
needed to investigate individuals’ interpretations of their own contexts and their own and others’
behaviour (Bryman, 1989, p.29-30).

5.2.2 Case studies
As argued above, intensive studies are more appropriate than other research designs for studying the
spatial organization of evolving enterprises. In this kind of research, case studies are often used. Yin
(2003) argues that in general, case studies are the preferred research design when ‘how’ or ‘why’
questions are being posed, when the investigator has little control over events, and when the focus is
on a contemporary phenomenon within some real-life context. According to Cobbenhagen (2000,
p.66): “The research can then devote attention to the context within which the process of change
takes place. Case studies tell a story and place events in perspective along a time path.”
Case studies entail the detailed examination of a small number of cases. The level of analysis in this
study is the evolving enterprise, while the units of analysis are the entrepreneurs, their relationships,
their evolving enterprise, and its inter-organizational relationships. In order to reach analytic
generalization1 we needed to compare some different (‘negative’) cases and some similar cases. The
dilemma in this respect was either to sacrifice the richness of information to increase the number of
cases in the sample, or vice versa. A comparative case study design ought to be capable of combining
the strong points and avoiding the weak points of both the single case study and the survey by
comparing multiple cases2. This comparison can be supported by the construction of a quantitative
data matrix with multiple variables and conditions and multiple cases on the basis of qualitative data
(Den Hertog and Van Sluijs, 1995, p.124-127; Ragin, 1987).

Our comparative case study is based on the following elements:

• the entrepreneur, the entrepreneur’s relationships, the firm, and its inter-organizational
relationships are the units of analysis;

• the firm is the level of analysis;
• the sample is constructed on the basis of criteria set a priori and taken from a population of firms

defined in an a priori manner;
• data for each firm are collected from a variety of sources: entrepreneurs and documents (reports,

newspaper articles, Chamber of Commerce data, websites, and so forth);
• data are gathered via multiple instruments: open interviews, semi-structured interviews, and pre-

coded questionnaires;
• the final database has two parts: a data matrix composed of the quantitative data; a collection of

company-based case descriptions;
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• the data analysis follows an iterative path between the quantitative and the qualitative data, and
the theory.

The combination of quantitative and qualitative data can be highly synergetic. On the one hand,
quantitative data can indicate relationships that may not be salient (Eisenhardt, 1989, p.538). On the
other hand, qualitative data are useful in understanding the motivation underlying relationships that
emerge from the quantitative data. With qualitative data, the meaning of social behaviour can be
uncovered. According to Nishioka (1974, p.488) location decisions “must be made by people, not by
computers alone; students of location who can ‘verstehen’ (understand in Dilthey’s sense) can
probably interpret firm behaviour properly.” The opportunity to alternate between quantitative and
qualitative case data is crucial in the current research design. The values in the data matrix are not
simply numbers (0’s and 1’s), since at every stage of the research we know the story behind the
numbers.
The selection of the firms for the comparative case studies is described in the next section.

5.2.3 Sampling
The central problem in this study concerns the dynamics in the spatial organization of evolving
enterprises. The selected firms had to fulfil five criteria:

• independent and privately held;
• owner-managed by (one of ) the founder(s);
• between 5 and 11 years old;
• employing at least 20 full-time equivalents;
• in propulsive industries.

First, a selected firm had to be created independently. The new firm was set up on the initiative of
an independent entrepreneur (no subsidiaries or branch plants were included).
Second, the founder-entrepreneur had to be the major shareholder and be actively involved in the
management of the company. The selected firms were owned and managed by the same person, so
that there were no principal-agent problems as in managerial firms, in which ownership and
management are separate (Hart, 1983). The owner-managers of these firms had to be responsible for
the major decisions in these firms, including location decisions. The presence of the founder also
meant that we were able to carry out retrospective interviews on the major events and characteristics
of the enterprise during the life course of the enterprise.
Fast-growing young firms were selected for the retrospective interviews, since these have passed
through several development stages and can be used to trace the dynamics during the life course in
different ways: size effects, time effects, and stage effects. The attainment of an employment level of
20 persons or more within 5 to 10 years after their start characterizes the fast-growing young firms
selected for the retrospective interviews. The selection criteria for this group of fast-growing young
firms may be disputed, but strict, albeit arbitrary, criteria are necessary for the selection of a research
group. These selection criteria were justified as follows: An employment level of more than 20
persons shows that the firm has a significant employment effect. As a firm moves through the 20-
person barrier, often the owner-entrepreneur’s span of control is no longer large enough, and some
functions have to be delegated; as a result, more employees with a management background are
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needed (Atkinson and Meager, in Storey, 1997, p.10). When firms expand beyond the 20-employee
level, the internal structure of the firm often has to change, although the limit of 20 employees is
purely indicative: some owner-managers have a larger span-of-control, while for others it may be
smaller. Having achieved an age of between 5 and 10 years means that the firms have survived the
first critical years – failure rates are highest between 2 and 4 years after start-up (Storey, 1997, p.93) –
but the firms are not yet fully mature. Once firms have survived for more than three years they can
be described as having passed through the “valley of death” (Gibb, 1990, in Littunen, 2000) and are
more likely to have developed strategies with long-term viability (Bantel, 1998).
Finally, we selected firms that were relatively footloose: neither natural resource- nor market-
oriented in their location preference (Goodall, 1987, p.175). We therefore selected firms from
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Table 5.2 – Sectoral pattern of gazelles in the Netherlands (in 1999)

Economic sector number of % total number % % gazelles within

gazelles of firms* sector population

Modern Manufacturing 438 14.2 22203 3.2 1.97
Transport/Storage/Communication 225 7.3 30008 4.3 0.75
Traditional Manufacturing 200 6.5 29768 4.3 0.67
Building/Construction 408 13.2 64125 9.2 0.64
Wholesale 444 14.4 77642 11.1 0.57
Knowledge-Intensive Business Services 802 26.0 199815 28.6 0.40
Other Business Services 73 2.4 22250 3.2 0.33
Primary Activity 60 1.9 23773 3.4 0.25
Other/Unable to classify 221 7.2 92956 13.3 0.24
Hotel and Catering 87 2.8 42178 6.0 0.21
Retail 126 4.1 94405 13.5 0.13
Total 3084 100.0 699123 100.0 0.44

* with the same status as the gazelles, but in all age and size classes, except zero active-person firms

source: Stam, 1999

Table 5.3 – Second stage of sample selection

minus (sub)total

Database population 1295
Does not belong to the research population 130

1165 (100.0 %)
No response/inaccessible 345 (29.6 %)

820 (70.4%)
Refused to cooperate 430 (36.9 %)

390 (33.5 %)
Completely externally owned or founder no 216

longer active in the firm
Research population 174



propulsive industries, excluding firms in such industries as mining, farming, and retail, because of
their strong dependence on proximity to natural resources, land and consumer markets respectively.
The sampling was based on a nested, three-stage design. The population was constructed in the first
two stages, while in the final stage the research cases were selected by theoretical sampling3.
In the first stage, a population of firms with the characteristics of gazelles was constructed (see Stam,
1999). The firms in the population had to meet three criteria. First, the firms had to be independent
and privately held. Second, firms had to be young; that is, they had to be between 5 and 11 years old.
In this study, the firms had been set up in the period 1989 through 1993. They could not yet be
considered fully mature, but at least they had survived the first five challenging years. Third, to be a
gazelle the firms had to have generated at least 20 full-time equivalents by the end of their first five
years. The firms were selected from the database of the Dutch Chambers of Commerce (1999),
which, although not perfect, is the most complete database of firms in the Netherlands (see Atzema
et al., 1998; Schutjens et al., 1998). Table 5.2 shows the sectoral characteristics of this population of
gazelles.

At the end of the first stage, the firms that did not belong to propulsive industries were removed
from the database, which yielded a reduced population of 1295 gazelles in the manufacturing and
business services.
In the second stage, this population was further refined by excluding firms that were known to be
branches (such as branches of Philips) or more than 11 years old. The remaining firms were all
contacted by telephone to ensure that they really belonged to the population, and to find out some
of their basic characteristics (such as relocations, number and location of branches, founders, and so
forth). The outcome of the second stage is shown in table 5.3.

The second stage led to a research population of 174 gazelles, in manufacturing and business
services, which were not completely externally owned, and in which (at least one of ) the founder(s)
was still active. According to the response to the telephone survey, 55 per cent of the firms had
moved after their start, but only 4 per cent had moved out of their region of origin: that is to say, by
more than 50 kilometres from their original location (see first column in table 5.4). These figures are
comparable to outcomes published in similar research projects on relocation.
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Table 5.4 – Relocations in the telephone survey sample and other research projects

Telephone survey ELEZ 1999 Stam and Schutjens Van Steen 1997*

1999 (N=174) (N=230) 2000 (N=158) (N=99)

Age (yrs) 6-10 6-10 3 6-10
Size (employees) > 20 1-50 small all
Not moved 46 % 65 % 64 % 54 %
Moved 55 % 35 % 36 % 46 %
Within municipality 35 % 12 % 25 % 28 %
Outside municipality 20 % 22 % 11 % 18 %
Within region 51 % 31% 30% 38%
Outside region 4 % 4 % 6 % 8 %

* estimated for all firms (stable and growing) aged between 6 and 10 years



We chose to set a radius of 50 kilometres from the firm to define its region (cf. Vaessen, 1993, p.96);
other authors have chosen administrative areas as the demarcation of a region (such as the province,
or Chamber of Commerce district), mainly for pragmatic reasons. The theoretical reasons for
choosing firm-specific regions with a radius of 50 kilometres are that this area covers most of its
labour market area (Schutjens et al., 1998) and most of the entrepreneurs’ daily contacts (Sweeney,
1987).
The research population defined in the first two stages was the population from which the research
sample in the third stage was drawn. The cases in the research sample were selected for theoretical,
not statistical reasons. In the first instance, the study was focused on the reasons for evolving
enterprises to stay in their region of origin, because of the practical concern of regional policy
makers to keep these promising enterprises within their regional borders. The theoretical relevance
related to the fact that, in general, only relatively local and not long-distance relocations have been
studied. We started to select evolving enterprises that had left their region of origin: only eight of
them could be traced. Butterflies do indeed hardly leave their region of origin. The seven firms
identified (one of the eight refused to cooperate) that had left their region of origin (enterprises H,
K, L, U, X, Z1, and Z4) formed the basis of the research sample4. However, during the interview it
became clear that enterprise Z1 was under completely external ownership. One enterprise (Z4) was
initially recognized as having left its region of origin, but during the interview it transpired that the
enterprise had not really moved, but had just changed its ownership. Another enterprise turned out
to have left its region of origin only during the interview (enterprise G). Two other enterprises that
had become locationally flexible during the sampling process were also invited for an interview
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Figure 5.1 – Original and current main location of the firms
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(enterprises B and R). Eventually, we were able to start with eight locationally flexible, evolving
enterprises.
Matched pairs comparisons were used to construct another, contrasting part of the research sample5.
In a matched pairs comparison, the pairs are assumed to be identical with respect to some crucial
variables, but differ in one other crucial variable. This method gives the researcher the opportunity
to investigate the influence of the commonly shared variables on the one crucial variable that
contrasts the members of the pair. For example: firms of the same size, age, and in the same sector
and region of origin, but with a different spatial organization can be compared, while the effect of
size, age, sector and region is controlled for. Similarly, firms comparable in other respects could also
be contrasted in terms of their region of origin (initial environmental setting), or growth class. The
use of matched pairs provides a research approach that has been much needed in economic
geography:

Spatial science should have a better understanding of how the environmental setting of a firm interferes
with the geographical evolution of its market space, in regard to both successful and unsuccessful firms. A
useful method to investigate all these questions seems to be longitudinal matched pair analysis between
central and peripheral as well as successful and unsuccessful firms which are of similar age and operate
within the same sector. (Vaessen, 1993, p.188)

The initially selected group of eight locationally flexible evolving enterprises were matched with
evolving enterprises within the same sector and region of origin, but which had not left their region.
These matched firms were also evolving (same age, same size/growth class) and owner-managed. In
addition to these evolving enterprises, some similar firms that had not grown were selected as
matched (micro) firms. Not all of these pairs could be completed: no match was available either in
the research population resulting from the second stage (evolving enterprises), or in the Chamber of
Commerce database (micro firms). Consequently, there was no evolving enterprise match available
for enterprises G, U, and X, and no micro firm match for enterprises G, K, L, and U. These
incomplete pairs were matched with firms in the same current region (not the region of origin) and
sector (for enterprise G), or with firms in a contrasting region, but in the same sector (for
enterprises K, L, U, and X). In addition to these comparisons, the centrally located firms were
compared with similar firms in peripheral (H, I, J, and c; S and T) or semi-peripheral locations (V,
W, and f; X and g). The matching procedure is depicted in table 5.5.

The resulting research sample consisted of 25 evolving enterprises together with 8 micro firms. All
of them were young firms6, owner-managed by (one of ) the founder(s). The firms can be
categorized into four main sectors: professional business services (information technology,
communication, organization advice); biomedical; shipbuilding; graphics-media. The firms can be
contrasted on the sectoral dimension (strengthening external validity) in addition to locational
flexibility, size, and region of origin. The original and current main location (after exit out of the
region of origin) of the firms in the research sample is shown in the figure and other characteristics
are described more thoroughly in table 5.6.
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5.2.4 Access to respondents
The entrepreneurs were approached in two stages. First, since the collection of the names of
founders/owner-managers had been included in the telephone survey for the construction of the
sampling frame, those selected could be sent a personal letter explaining that their participation
would be valuable in the research and inviting them to take part. The letter assured the recipients
that involvement would take only one hour and could take place at any time during the day
convenient to them. They were also assured that all information would be treated as confidentially
as they wished. The letter also informed the respondents that the researcher would soon telephone
them to invite them to take part.
In the ensuing second stage, follow-up telephone calls were made to confirm the invitations and set
up appointments with the interested entrepreneurs. Considerable effort was put into this critical
stage. Having to make ten attempts to reach a respondent by telephone, e-mail, or fax was not
exceptional. Secretaries sometimes seemed to put up an impenetrable barrier. Fortunately, eventually
almost all the entrepreneurs were prepared to participate. Many were enthusiastic and only one
evolving enterprise (of 30 approached) and five micro firms (of 13 approached) declined the
invitation to participate. Prior to the interview, a confirmation letter was sent to each respondent,
indicating broadly the content of the interview.
The focus in the next section is the research method (techniques of data collection).

5.3 Research methods

Each firm in the interview sample was visited once or twice in order to have face-to-face interviews
with the firms’ founders/owner-managers7. The continuing managerial involvement of the founder
was considered critical in this study. The presence of the founders, together with the smaller size of
these firms, allowed organizational actions undertaken and relationships developed during the life
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Table 5.5 – Matching procedure research sample

Initial selection of Match on similar region Match on similar current Match on contrasting

locationally flexible of origin and sector region and sectors region of origin and

evolving enterprises

similar sector

evolving micro evolving micro evolving micro

enterprise enterprise enterprise enterprise enterprise enterprise

B A, C, D, E a H, I, J c
G F b
H I, J c
K, L M, N O, P d
R Q es S, T
U V, W f
X g Y h
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Table 5.6 – Characteristics of the firms in the research sample
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course to be reported more accurately. The founder-entrepreneur was the primary source for the
data in the fieldwork.
The interviews consisted of three parts. The introductory part was a structured interview on the
general characteristics of the entrepreneur and the enterprise. The second part was unstructured,
asking the entrepreneur to recount the most important events just before the enterprise was set up
and during its life course. If this second part did not yield as much information as we needed on the
life course of the enterprise and the part played by the personal and inter-organizational
relationships, we probed into some more specific major issues related to the development of the
enterprise. The third part of the interview was again structured, focusing on location issues. The
outline of a complete interview is to be found in the appendix I.
The dynamics of the enterprise and its spatial organization were thoroughly explored in the second
part of the interview. Here, the critical incident technique was used. Flanagan (1954) initially
developed and applied this technique in the field of occupational psychology. This technique is
related to event history, life course, or company life history analysis (Van Geenhuizen, 1993). The
techniques can be used either quantitatively (see for example Van Wissen and Dykstra, 1999) or
qualitatively. Here it was used qualitatively, providing more discursive data which was then
subjected to narrative analysis and coded and categorized according to the principles of grounded
theory (cf. Chell and Pittaway, 1998). The critical incident technique is especially helpful in
analysing three types of phenomena that are central in this study: transitions between development
phases, changes in the spatial organization, and the role of network relationships (Curran et al.,
1993; Tjosvold and Weicker, 1993) and learning (Cope and Watts, 2000) related to key points in an
enterprise’s development. The importance of such key turning points is well known in the small
business literature (see chapter 4). The use of critical incidents makes it easier for respondents to
recall events in history, and to reveal the role of diverse network relationships during the life course
of the enterprise. These key points can result from shocks in the business environment of the
organization (Kamann, 1998), but also from factors more closely related to the entrepreneur and his
personal environment (Chell and Pittaway, 1998; Cope and Watts, 2000; Curran et al., 1993; Rosa,
1998). These critical incidents may range from the disintegration of the entrepreneurial team to the
introduction of a new product, or the decision to move.
Triangulation was used to ensure the validity of the findings. The participants (owner-managers)
were asked the same question, or about the same topic, in a number of different ways and on a
number of different occasions throughout the interview: participants responded during semi-
structured interviews, more general conversations, and in their comments on a critical incident;
their responses on each occasion were compared to check their consistency.

5.4 Data description and analysis

The quantitative data derived from the structured first and third parts of the interview were used to
construct a database. The data collection in the second part of the interviews was more laborious.
This narrative part was tape-recorded (50 hours in total) and transcribed completely by the
researcher. This approach demands a considerable investment in data gathering, but the advantage
is that the researcher is put in a position of control of the study rather than having to be dependent
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on the data collection of others. The transcribed data was coded into different categories related to
events concerning the spatial organization, and events in general.
For the analysis of the first research question documented in chapter 6, the results of the
comparative case studies were analysed with Boolean algebra (see Ragin, 1987). This Boolean
method of logical comparison represents each case as a combination of causal conditions and
outcomes. The initial focus of the research design was the locational flexibility of evolving
enterprises (exit out of the region of origin): however, in the course of the research process, the
analysis of locational adjustment (setting up a branch outside the region of origin) appeared to be
equally interesting from both an academic and a practical point of view8. The outcomes are
indicated as ‘0’ (negative case) or ‘1’ (positive case), which shows whether (‘1’) or not (‘0’) a change in
the spatial organization with respect to flexibility or adjustment has occurred. The causal conditions
were categorized into two groups: conditions for considering the change of the spatial organization;
conditions to realize the change. The subsequent realization of the change may be constrained by
factors relating to the capacity to change and/or by factors relating to the willingness to change. When,
for example, the ‘capacity to exit the region’ has been assigned the value ‘0’, that enterprise is
reported as not having the capacity to leave the region of origin (when it considered leaving it). For
willingness to exit the region, the value ‘0’ means that the entrepreneur was not willing to leave the
region of origin (when leaving the region was considered). Here then, ‘1’ may for example signify
that the entrepreneur is not bound to the region by personal ties, or that the entrepreneur has
personal ties or other place-related factors concerning a region, but with no consequences for the
willingness to exit the current region of the firm. These specific factors were mentioned by
respondents and labeled by the researcher.
For the analysis of the second research question in chapter 7, the data were divided and analysed per
phase in the life course as conceptualized in chapter 4. Both the quantitative and qualitative data on
the network relationships and the characteristics of the enterprise and the entrepreneur were used.
A similar approach was used for the analysis of the research problem in chapter 8, with the
difference that here the focus was the changing spatial organization and not the development of the
enterprise in general.

In the next three chapters, the empirical research is presented. In chapter 6, the analysis is reported
of the factors affecting the initial changes in the spatial organization of evolving enterprises in the
two phases of location decision-making process: considering a change in the spatial organization;
realizing a change in the spatial organization. Two types of comparisons have been made here:
locationally flexible enterprises have been compared with locationally fixed enterprises, and
locationally adjusted enterprises have been compared with locationally non-adjusted enterprises.
Chapters 7 and 8 feature process analyses. The analysis of the development of evolving enterprises is
documented in chapter 7, while in chapter 8 the analysis of the development of the spatial
organization of the evolving enterprises is presented.
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Notes
1 Yin (2003, p.32-33) contrasts ‘analytic generalization’ with ‘statistical generalization’. In this respect multiple case

studies should be executed and viewed as multiple experiments, in order to test (corroborate) certain theories.
2 Cf. Cobbenhagen (2000, p.65-69); Den Hertog and Van Sluijs (1995); Eisenhardt (1989); Larsson (1993).
3 The cases were chosen for theoretical, not statistical, reasons (see Glaser and Strauss, 1967).
4 These seven firms thus accounted for 88 per cent of the known population of locationally flexible evolving

enterprises in the Netherlands.
5 See for instance Cobbenhagen et al. (1995); Hugo (1981); O’Farrell et al. (1995); O’Farrell and Hitchens (1988a); Van

der Zwan (1990); Watts and Kirkham (1999); Westhead (1995); Wynarczyk et al. (1993).
6 Enterprises Z2 and Z3 were removed from the research sample, because during the interview it turned out that

these enterprises were much older than 10 years.
7 The use of corporate interviews has been advocated in economic geography (e.g. Clark, 1998; Healey and

Rawlinson, 1993; Markusen, 1994; Oinas, 1999b; Schoenberger, 1991; Vaessen, 1993; Yeung, 1995), economic sociology
(e.g. Andersen et al., 1995; Uzzi, 1997) and entrepreneurship studies (e.g. Curran et al., 1993; Jack and Anderson,
2002; Larson and Starr, 1992; Shaw, 1997). It is especially helpful in uncovering the role of network relations. Larson
and Starr (1992) state in this respect: “(a) network model can be easily operationalized through the use of intensive
interviews...”. These intensive interviews enable the ‘real’ networks of the entrepreneur and their effect on the
locational behaviour of firms to be uncovered.

8 So the initial question of why butterflies do not leave their region of origin developed into the more encompassing
research problem of how and why the spatial organization of evolving enterprises changes during their life course.
This research problem takes into account locational adjustment as well as locational flexibility, not just in a
comparative static way (chapter 6), but also in a longitudinal, life course perspective (chapter 7 and 8).
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6 Locating outside the region

How and why do young enterprises locate outside their region of origin, and how and to what extent do the
personal relations of the entrepreneur and the inter-organizational relations of the enterprise affect these
changes in the spatial organization?

6.1 Introduction

In this empirical chapter we explore and explain two types of locational events: exit out of the
region, and becoming multiregional. These have been chosen, because they involve changes in
spatial organization that exceed the regional scale (at least 50 kilometres from the initial location).
These locational events are relevant for both regional policy makers interested in keeping, or
attracting, evolving enterprises in their region and corporate strategists involved in investment
decision-making concerning locational assets outside the home region of the firm.
We have used a cross-sectional single-event-based approach in describing, analysing, and
interpreting the changes in the spatial organization of evolving enterprises. The locational events
studied in this chapter are not predetermined, but depend on contingent conditions. The structures
and mechanism that are necessary for a locational event to take place have to be triggered before
they produce a locational event (cf. Sayer, 1992; 2000). Firms have to consider changing the spatial
organization outside the region of origin before they can realize such a change. Some firms will not
have considered such a change, because they have not yet recognized any problems or opportunities
that would trigger it. They might be triggered in the future and eventually become multiregional, or
exit the region of origin. The analysis of the realization of a locational change gives us an insight
into whether preliminary consideration of such a change leads to its implementation.
The two types of locational events are described in section 6.2 and analysed in sections 6.3 and 6.4.
In sections 6.3 and 6.4, we describe first our analysis of whether and for what reasons young firms
have considered changing their spatial organization outside the home region, and second to what
extent and in what ways different factors have affected the realization of this change in the spatial
organization. The analytical categorization of the case study firms is summarized in figure 6.1.
Alternative interpretations of the same locational events (becoming multiregional, and exit out of
the region) are proposed in section 6.5. These alternative interpretations are based on different, but
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internally coherent sets of a priori theoretical premises: a so-called ‘alternate template strategy’ (cf.
Langley, 1999). We assess the extent of the contribution to a satisfactory explanation of the two
types of locational events studied from the theories in chapter 3, namely the spatial economics,
resource dependence, organizational capabilities, and social action theory. In addition to explaining
the two types of locational events in general, we also focus on the role of inter-organizational and
personal relationships in this explanation. The chapter ends with a summary and some conclusions
in section 6.6.

6.2 Locational events: description

In this chapter, we first consider the locational events of young enterprises that transcend the
regional boundaries. Two types of locational events were studied: becoming multiregional, and exit
out of the region. In this section, we describe these two types of locational events of the young
enterprises in our research sample. The two types are dealt with here as dichotomous variables: no
locational flexibility (regional fix) and no locational adjustment (uniregional); revealed locational
flexibility (exit) and revealed locational adjustment (multiregional). Only seven firms in the research
sample both became multiregional and left their region of origin (exit). Only two firms just left
their region of origin, while only six firms just became multiregional. Most firms in the research
sample (18) did not change their spatial organization outside the region of origin. In table 6.1, the
firms are categorized on the basis of the two types of locational events.

The first change in the spatial organization of the firms outside the region (multiregional, or exit) is
shown in figure 6.2 and figure 6.3 (later changes are dealt with in chapter 8). Figure 6.2 shows the
location of the first branch outside the home region of the young firms. The firms K, L, and N
started their first branch not only outside the region, but also outside the Netherlands: in the
United Kingdom, Germany, and Thailand respectively.
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Figure 6.3 shows the direction and distance of the moves out of the region of the locationally
flexible firms.

In the subsequent sections, we analyse and interpret the exit of a firm out of the region and the
setting up of the first branch outside the region on the basis of the empirical investigation. We
analyse first the locational adjustment of young enterprises and then the locational flexibility of
these enterprises.

6.3 Locational adjustment

In this section, we analyse the locational event of starting the first branch outside the home region.
This section is therefore concerned with the initial consideration and the subsequent decision to
become multilocational on a supra-regional level, and not with the subsequent locational changes in
the life course of young firms (see chapter 8).

6.3.1 Locationally indecisive
Most evolving enterprises have considered starting a branch outside the home region at some time.
Only six evolving enterprises and – as expected – the eight micro firms have never considered
becoming multiregional. Consideration of this locational event would make little sense for these
micro firms, since becoming multilocational would be almost impossible for an enterprise with no,
or only very few, employees. The micro firms did not have the human resources necessary to become
multilocational. The six locationally indecisive evolving enterprises have never recognized a need or
opportunity to become multiregional.

6.3.2 Locationally decisive, not multiregional
Six of the twenty firms that did not become multiregional once considered doing so and have
therefore been classified here as locationally decisive. Enterprise S initially considered becoming
multiregional, even multinational. It considered setting up a German branch in order to support its
customers there. However, on reconsideration, having a German telephone number and some
travelling personnel there seemed to be more effective and efficient than a complete new branch. So
a ‘virtual’ branch was established:
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We do have a GMBH in Germany; it’s financially useful to have that. But, we don’t need to create any
overheads. From Groningen, you can send orders throughout the whole of Germany within 24 hours. Why
then should we have an office in Germany? You can just have a virtual office there. People call from
Germany and the ‘phone is answered here in German. As well as the fiscal advantage, we also pay the
travelling personnel through Germany. And as for the rest, people just sit here and talk to the clients on the
‘phone. (Entrepreneur, enterprise S)

Enterprise F has considered becoming multiregional, and the firm is in the process of starting a new
branch outside its region. This consideration was driven by the simultaneous need to reduce the
commuting distance of employees (from home or the main office to the customer) and the
managerial opportunity to provide the existing group of customers in that part of the country with a
better service. The announcement of the future start of this branch engendered positive reactions
from the employees: some of them immediately wanted to work at or from the new site. Besides
fulfilling the wishes of current personnel, the enterprise also wished to recruit extra personnel near
this new site.
The enterprises D, J, Q, and T have never considered geographical expansion, but would consider it
seriously should their enterprise grow in an expected direction. These enterprises do not yet have
the ability to become multiregional, but they expect to have the necessary human and financial
resources when they are needed.
For enterprise D, an entrepreneurial opportunity to create distinct locations for future separate
business units has triggered thinking about becoming multiregional in the future.
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And then on further thoughts, that perhaps you could do something smaller on a number of locations and
also try to get that individuality (...) There are some people busy with “D projects”. Some differentiation
seems to be being marked out, not only round the markets, but also and specially in the service provision.
Where people’s strengths lie, that’s what they like to take further. And I don’t deny that that also needs a bit
of individuality. (...) That would probably become a separate location. But I’ll only start that discussion
when I myself have created the frameworks. And I am creating those frameworks now, at this very moment.
I’ve also called in five external consultants: a tax expert, an accountant, an HR man, a marketing man and
what you could call a behavioural specialist. (Entrepreneur, enterprise D)

Enterprise J only gave slight consideration to a new location situated more centrally in the
Netherlands. This location could function as a meeting place or conference room for employees and
customers.
The enterprises Q and T expect to set up new branches for production and services respectively if
their enterprises continue to grow. These new branches are more likely to be set up in another
region, because of the proximity of promising markets.

6.3.3 Locationally decisive, multiregional
Thirteen enterprises realized the start of a branch outside their region of origin. Six enterprises that
considered and realized becoming multiregional were only triggered by a locational opportunity. For
enterprises A and B, this locational event was driven by an entrepreneurial locational opportunity.
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Both started a new branch to facilitate an organizational innovation: a new team started at a new
location.

We were the first to come up with a cell structure, so that we could spread all over the country, not really
because you have to be near the market, but because it was more convenient for the people to live there and
work in smaller teams. (...) argued in particular from the office, that you don’t work in large teams, but if
you are big enough, you can cut yourself in two and then you can grow in two places. The Eckhart Wintzen
model. (Entrepreneur, enterprise A)

Similar locational opportunities were mentioned for enterprise B.

An important milestone was opening a branch in Maastricht. At that point we’d grown to about fifteen
people in Zoetermeer. There we had pretty well reached our limit. And we’d made it clear from the
beginning that we would have small teams, teams where you know everyone, and you know what everyone
can do. And the principle that we wouldn’t let our teams become any larger than 15 or 20 people still applies.
But OK, when we reached that maximal team size, and we still went on growing because of the demand
for our services, we decided to start up somewhere else, do something new. (...) On the one hand we said
about the present situation, that we didn’t want a large group scenario, it would have to be somewhere else.
A long way away then, I wanted to say. (Entrepreneur, enterprise B)

However, this locational event was simultaneously triggered by a personal relationship of the
entrepreneur:

But, that was also coloured by the fact that at about the same time somebody we knew from our former
employer, and who was an entrepreneur, put himself forward... And that enterprise had stopped and now..
He himself was looking for something different, so then he set up our branch in South Limburg for us.
(Entrepreneur, enterprise B)

Setting up the first branch of enterprise B was facilitated and largely coordinated by a local
entrepreneur who was well known to the entrepreneurs of enterprise B. Later on, however, this
branch turned out to be focused too much on the local environment. So the cause of the initial
success of this locational event (local knowledge) could also bring about its later demise.
Enterprise C was also driven by an entrepreneurial locational opportunity. They opened a branch in
the Northern part of the Netherlands in order to become recognizable in that geographical market.
So they used it as a springboard.

[we opened a branch there] to be recognizable for the market. (...) To be recognizable, that’s a problem: we
are situated in Rijswijk. And then they ask, how is it that you came here, if your are in Groningen. Or in
Limburg they also say: what is someone from The Hague doing here, and then you have to explain. And we
thought it would be great to have a branch there. (Entrepreneur, enterprise C)

A managerial opportunity – an acquisition – was the single factor triggering the decision of
enterprise E to become multiregional for the first time.
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Five enterprises that realized becoming multiregional were only triggered by the need to do so. The
new branch of enterprise G – some 60 kilometres away from the main office – was the result of an
initiative taken by a group of employees of this enterprise. They wanted to have an office close to
home, to avoid having to commute with long delays because of traffic congestion. The enterprises
K, M, and N were driven by customer need to become multiregional: they needed to be close to
customers in locations that were otherwise too distant to serve. These customers did not directly
influence the enterprises’ proximity, but considering the extra cost of service from the main office,
such a locational event seemed necessary if they were to remain their customers’ valuable partners.
For enterprises K and N, these locational events were triggered by a co-evolution of the evolving
enterprises with important customers: they just followed their customers. Enterprise X started a
new branch outside its region of origin and near its largest group of customers, because they wanted
shorter delivery times. This branch then became more important than the initial main location.
Enterprises I and R stand out in the sense that they were triggered simultaneously by a need and an
opportunity to become multiregional. The institutional environment was responsible for triggering
enterprise I. The entrepreneur of this enterprise saw an opportunity to offer a new kind of service
without incurring taxation. The regional tax inspectors could not however be convinced that this
enterprise should be entitled to tax exemption. So the entrepreneur sought this tax exemption
elsewhere, and was successful in two other tax districts. A new branch was set up in Amsterdam to
provide the kind of service that had been developed next to the original activities of this enterprise
(business unit A).

Setting up the new location was all to do with that tax exemption. We discussed it with the taxation
service, the inspector of taxes here in Leeuwarden, where the “I group” is placed. We explained everything to
him, and we said: listen, we’re beginning now with these activities and there are already a whole lot of
other organizations with a different religious background, who are all treated in this and that way, and so
we think that we ought be treated in the same way, because just what is the VAT exemption for exactly?
Precisely to avoid unfair competition. Now, the taxation service wouldn’t go along with that, they couldn’t
agree to it. And then I thought: I’ll go and put the same question to the tax inspectors somewhere else, in
Arnhem and Amsterdam, and if need be in even more tax districts, and see what the reactions are there.
And so I got from both Amsterdam and Arnhem a positive answer to say that the exemption was possible.
So that is why the business unit A is established by statute in Amsterdam. (...) Well anyhow, through the
differences between the tax inspectors in point of view, in procedures, and in interpretation, this has been
the result. Well, the business unit A and enterprise I have lived and developed next to each other since 1994.
(...) They each had their own identity: Enterprise I as a policy and organization advice group, and business
unit A as an education services agency. (Entrepreneur, enterprise I)

The opportunity of enterprise R to merge with another biomedical enterprise solved many
problems, including its urgent need for expansion space in the face of a lack of adequate space at its
original location.
There is an important difference between the ability to become multilocational within the same
region as the main office and to become multilocational in a larger area, or even on an international
scale. If the other location is not within approximately one hour’s driving time, it cannot normally
be coordinated from the main office and must therefore have some coordination competences of its
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Box 6.1 Becoming multinational
A small group of firms became not only multiregional, but also multinational. Of the five evolving

enterprises concerned, enterprises A, K, and N were triggered by a major customer. Each enterprise knew the

customer before they became multinational and started to serve this customer at a foreign location. This

development can thus be considered as inter-organizational evolution, or as co-evolving organizations, since

there was a functional interdependence. The two other enterprises that became multinational – enterprises L

and M – started a foreign branch from scratch to realize an entrepreneurial opportunity. The entrepreneur of

enterprise L expressed as follows: “A branch in Germany was started, because we also wanted to succeed in

Germany. We also wanted to offer our software services in Germany, and that now happens (...). We have

started there and we are already selling to two customers. But that is still far from sufficient, that is still really

the first phase.”

Becoming multilocational on an international scale requires even more competences than becoming

multilocational on a national scale. Institutional competences are needed to understand ‘local’ practices

regarding transactions with employees, suppliers, and customers and dealing with local government

authorities, for example. In this respect it is remarkable that only one enterprise started to become

multinational in a neighbouring country (enterprise L) and that the other enterprises leapfrogged that stage

and located in countries further away. In the cases of enterprise N and K, however, the entrepreneurs already

had some experience in these countries.

Enterprise A became multinational with a branch in San Francisco, serving one of their most important

(Dutch) customers at that time. But enterprise A was not ready for such an international expansion and was

too dependent on one partner at that location. The entrepreneur of this enterprise states:

“internationalization was high on the agenda. (...) A previous expansion abroad went badly. In a fit of

impetuosity enterprise A established a bureau in San Francisco in the shadow cast by the big client Baan.

‘Too early and too unprepared,’ he admitted. ‘And too little substance. We had in fact no idea how we were

going to set about things. A learning experience, which happily didn’t cost us too much money.’ “ (Smid,

1999).

The other two enterprises that followed their major customers to foreign locations have been more

successful. Enterprise K already had a long-term relationship with their foreign (English) customer,

originating from their former work environment, and they started their foreign operations carefully on a very

small scale. The entrepreneur of enterprise N has abundant international managerial experience, and had

even started some projects in New Zealand when he lived there. This enterprise has a specific human

resource policy for foreign branches: “In Indonesia someone looked after the office, let me put it like that.

The man who worked there in Jakarta works now from here, so he goes there regularly. In Thailand at least

one Dutch person is there permanently. And that’s then two people who take turns with each other. (...) Yes,

[who comes] from the Den Bosch branch. (...) There are several who travel regularly up and down And all the

new Thai employees come here for at least five or six weeks for training.” (Entrepreneur, enterprise N).

The enterprises M and L started their foreign operations from scratch in the United States of America and

Germany respectively. They both started with people from the Netherlands. For enterprise L, the proximity to

the Dutch border was facilitating in this respect, since the employees could easily commute between home

and this foreign branch. This proximity was one of the reasons why they started their foreign operations at

that particular location: “Well, yes, starting at that particular location has a number of reasons: it is quite

accessible from the Netherlands, we make use of the work of people who live in Limburg [Dutch region on



own; indeed, the whole enterprise needs the dynamic capabilities that facilitate the functioning of
the changing whole. The entrepreneur of enterprise E expressed this situation in the follow terms:

What we experienced with managing an office at a distance, we didn’t find with BL [an acquired firm in
another region]. Apart from all the internet and other nice things that you can do, it is still very difficult to
build up good feelings, and a nice atmosphere, and an environment there where a healthy business mentality
can flourish. (Entrepreneur, enterprise E)

Enterprise C did become multiregional, but their second location was closed down within two years
of its establishment through coordination problems. Central coordination from one location with
employees living in regions near the customers is now seen to be more effective.

Developing and preserving the same culture in locations that are not within easy access of each
other is difficult and probably only possible with (very) large investments:

That will undoubtedly be so, if you also put in one of your best people, or if you stay there yourself for a
while, and then in that way bring in that culture and build it up. Then everything will work out fine.
Only, all that trouble and attention doesn’t balance out against the disadvantages that you then have. The
advantage is: you can find people more easily, but then you must go to a great deal of trouble to see that
everything works properly. (Entrepreneur, enterprise E)

This ‘culture and leadership’ problem is more pronounced with the acquisition of existing branches
than with greenfield investments:

We’ve integrated that Leeuwarden firm [new branch, acquired after bankruptcy] into our enterprise. That’s
another example, you learn a great deal from all the mistakes, we call that expensive courses. Looking back,
you find... First of all, if you want to merge with an outfit like that, you must make it strong and only
merge after that. Don’t merge, and integrate it immediately, because the personnel felt totally ill at ease with
our people, who were all a cheerful bunch: we’re a fast growing, happy firm; and the others are completely
depressive. (...) Yes, there we were rather stupid. Through that we’ve also lost our place in that market,
almost completely, that is also to do with decreasing subsidies, but also because you took the strength out of
the original enterprise. (Entrepreneur, enterprise H)

The analysis of the learning processes concerned in these problems is interesting; trial-and-error
processes accumulate during the evolution of the enterprise and enable the successful realization of
several new branches (see chapter 8).
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the border with Germany]. And from that place you can reach the whole of North-Rhine Westphalia quite

easily, and that is after all the first market we have chosen.” (Entrepreneur, enterprise L).



6.4 Locational flexibility

This section reports the analysis of the initial consideration and subsequent realization of an exit
out of the region of origin. We therefore focus on the locational flexibility dimension of spatial
organization. Some firms never even consider leaving their region: these are classified here as
‘locationally indecisive’. We have not analysed these locationally indecisive firms at any length, since
they did not enter the location decision-making process that is relevant for analysing the locational
flexibility of the firm (cf. Meester and Pellenbarg, 1986, p.69). We first analyse the consideration of
making an exit and after that the subsequent realization of an exit.

6.4.1 Locationally indecisive
Most firms (17) did not even consider exiting their region of origin, and so could be characterized as
locationally indecisive in that sense. Some entrepreneurs did not consider any other location outside
their region of origin, because they were of the opinion that the precise location within the
Netherlands did not matter for their market. In that case their place of residence was decisive for
the (initial) location of the enterprise.

Why did I start here? Because I live in Delft and the two [business] partners at that time lived in
Rotterdam. Now, why should you go and move somewhere else? It makes no difference as far as the market
is concerned, so wherever we decided to settle, for the market that was just the same. (Entrepreneur,
enterprise a)

Many entrepreneurs were satisfied with their current location, and mentioned this as the reason for
not considering another location outside their region of origin (satisficing behavior). They have a few
rules of thumb for evaluating their location, and if these are sufficiently well met, they see no reason
to move.

Because this is a first class location: the accessibility is good, it is fairly centrally placed for getting to the big
cities. And Woerden is just a fine location. In the last eight years it’s become fairly fully built up, you notice
that, because the infrastructure can’t really cope. But those are just short times, early in the morning and in
the evening when everyone is going back home. (Entrepreneur, enterprise F)

But well, let me put it like this: the disadvantages here are not so great that I would want to move out.
(Entrepreneur, enterprise T)

For example, when there is enough space for expansion at or near the original location, enterprises
often do not consider an exit. Only two firms have not considered another region because they
explicitly chose the optimal start-up location. Such a position is quite unusual, and perhaps only
characteristic of serial entrepreneurs who have become more reflexive on the start-up process
(entrepreneurs of enterprise Q) or enterprises that started as a management buyout and made an
economic-rational optimizing location choice at the moment of start-up (enterprise F). These
entrepreneurs have access to more information concerning locations and greater ability to process
this information for the location of their specific business activities; they then have a higher
probability of making an optimal location choice than would novice entrepreneurs with inferior
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access to information and who lack the ability to process it (cf. Pred’s behavioural matrix in chapter
3).

6.4.2 Locationally decisive, no exit
Another, more interesting category for this study is the group of seven enterprises that considered
exiting the region, but did not realize such a locational change. In contrast with expectations, not all
the enterprises that considered leaving the region were triggered by a clear opportunity or need.
Enterprise J was asked by members of the same sector to move to the national ‘centre’ of his specific
sector, but they failed to convince him and so he stayed in his region of origin. Three enterprises
were triggered by a locational opportunity, but lacked the capacity to leave. Next to this lack of
capacity, the trigger was often regarded as lacking urgency:

No, I’ve certainly thought about it [to move out of the region]. If you say: the Netherlands is your target
group, and The Hague is not exactly the centre of the Netherlands. We’ve certainly thought about that, but
there’s no urgent reason to move. You’re accessible, you can get to wherever you want. (Entrepreneur,
enterprise C)

Enterprise S also considered an exit with a proposed merger. In the end, this merger was seen more
as a threat than an opportunity, so the exit was also not realized. Only enterprise I was triggered by
a need to leave the region, because of its eccentric spatial position in relation to its market. After all,
this spatial position was not seen as a serious impediment and the added value of locating at
another more central site was minimal.

In this enterprise we aren’t really aware of not being very close to our customers, because we already started
quite peripherally within the Netherlands. Our largest customers were already in the centre of the
Netherlands when our educational activities led to our advice activities. At that moment our location was
very peripheral. We did once consider it: don’t we need to move to Utrecht, or somewhere like that? ...
Actually, the added value wasn’t very clear, except for a bit of image forming. (Entrepreneur, enterprise I)

The fact that an enterprise has not yet moved out of a region does not imply that it does not have
the capacity to move: the enterprise may be planning to move within a longer period of time. For
example, the terms of the rental contract of enterprise D would make moving the main office
within two years difficult, but a move before a new rental term has to be agreed is probable.
Enterprise J gave some slight consideration to leaving the region, but developed a place-specific
identity – or myth as the entrepreneur called it – that partly justified the refusal to leave.

Why don’t I move to the middle of the country for example, because I could go there for next to nothing.
Huizen for example, there you’ve got a street of offices, there they’d have been very happy to have me. Listen,
I keep the myth going, and the myth is all about these two brothers who’ve got such a nice business. If I read
in the Limburgs Dagblad newspaper that the “Friesian elfstedenbureau from Dokkum must rescue
Heerlen”, I find that splendid. So that myth: “now, they come from Dokkum, or wherever, that’s very nice,
the Friesians are sensible people, we can do business with them,” I hold on to that. But in the beginning I
had to keep on saying that our personnel didn’t come from Dokkum. Because otherwise they’d say: did you
have to come from Dokkum altogether? No. And the largest working area for us is the The Hague-Utrecht-
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Amsterdam triangle. Well anyway, hardly anyone who works with us now lives in Friesland. In the
beginning that was indeed so, but not any longer. (Entrepreneur, enterprise J)

Enterprise I also considered leaving the region, but a move would not release enough added value,
and some key persons had place-bound personal ties that prevented the enterprise from moving.

I don’t think we’d move very quickly. It could in a manner of speaking be a signal for a possible move. If
that is still the wish, then it could be more to do with the loss of a few important people with a responsible
function, and who are tied to this region. Another thing is, that you say at a given moment: it doesn’t make
any difference where the administration is done, with electronic communication you can have a branch
somewhere else and call that the head office, while in fact nothing changes, except that the directorate is
situated somewhere else. (Entrepreneur, enterprise I)

When enterprises have reached a certain size, the sunk costs in terms of human resources are a real
barrier to an exit.

You must take account of the fact that about half your team will say: I’m not coming with you, and... so,
what does that mean? Is your continuity put at risk? Yes, perhaps a little. And then you must think about it.
For some of it you wouldn’t want to move at all. (Entrepreneur, enterprise S)

6.4.3 Locationally decisive, exit
A locational opportunity or a (spatial) need to exit the region drove the nine locationally decisive
enterprises that eventually realized an exit.

So then we began for ourselves. And it was at that time that for about two years you couldn’t go anywhere
near old clients or employees [of the former employer] and so on. That we kept to quite properly. After those
two years were up, we rented a part of the other building to start up there, that just happened (...) It was
just a good location. We thought: that’s where we’ll go and begin. We’ve done a whole lot of other things
besides in order to survive. (...) We had to start courses up for a cash-cow. Volmac [their former employer]
didn’t do that themselves here anymore, but we knew very well that there were lots of clients who needed a
course and they knew these buildings. (...)
And then at a given moment we’d built up a buffer and then we thought: perhaps we should rent a complete
part of the building. And then really become an enterprise. So that was a very important point for us too.
(Entrepreneur, enterprise G)

They used the knowledge and reputation of some of their former colleagues, who now also work for
their business. They continued their business at the location of their former employer, because they
regarded it as the best place in the Netherlands for their business. So, in their eyes, they made a
‘rational optimizing choice’, but only in the light of their specific occupational biography.

The general market conditions played no part in the relocations within the Netherlands.

There’s no [economic] reason for our location, in our market that counts for absolutely nothing. If you are
situated in Grouw or so, that’s just as good. (...) [We moved out of the region] on purpose, because of the
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travel distance, because if you work in the whole of the Netherlands, then the population in Groningen and
Friesland turns out to be rather less than in the rest of the Netherlands. (Entrepreneur, enterprise H)

The consideration to exit was sometimes driven by coincidental locational opportunities.

I don’t know anymore how it all started, I was just thinking about that... To some extent it was pure
coincidence. I live in Soest, and I saw this building standing empty while we were looking for a location for
two new units we were about to start. And they were already begun in a sort of incubator in Gouda. But
the two entrepreneurs, one lived in Utrecht, and the other in Veenendaal... Now, so those are the factors we
went along with. (...) And then a spot in the middle of the country, that was very convenient, because then
we decided to set up our Academy. So that is why there are so many courses and training sessions given here.
(Entrepreneur, enterprise B)

In this case, the location choice was conditioned by the places of residence of the entrepreneur and
other ‘entrepreneurial’ firm members, and triggered by the opportunity to start specific types of
activity that were combined with the main office. So a combination of both site characteristics – a
representative office for new business activities – and situational characteristics – the position in
relation to the places of residence of the important firm-internal stakeholders – was important for
this location choice.
For enterprise R, the exit was caused by a merger with a firm outside the region of origin. This
merger was stimulated by strategic motives (a strategic alliance that led to a merger), but there was a
positive side effect in that it also solved an expansion space problem (site constraints).
One enterprise mentioned an institutional need to exit the region. Enterprise U was located
temporarily on an industrial site that was planned (by the local authority) to acquire another
function. This change of land use was the primary reason for this move, but it was also motivated by
a lack of expansion space.
Enterprise X was the only one that was primarily motivated to leave the region of origin by a
market need – a declining local market. But, as the entrepreneur stated, the decline in this market
was also partly caused by his declining interest in that market:

Besides, to be honest with you, I myself had less affinity with Meppel than with Deventer. Because I
thought that that service package we were offering in Deventer suited me better as an entrepreneur. A
better future, but actually I also had a better feeling about Deventer. So that meant that I paid less
attention to Meppel, although actually Meppel ought to have had more attention paid to it, because of the
declining market and so on. So at a given moment I said: it’s all going wrong in Meppel, folks. In the last
year we suffered quite a large loss. After that we said: we’ll just have to stop. We transferred everything
here, and so that’s why we now have 31 people in this building. (Entrepreneur, enterprise X)

Spatial needs are all expressed by enterprises that once started outside the central urban region of
the Netherlands and were active on the national market. Two categories of spatial needs are relevant
here: the commuting tolerance of the entrepreneurs, and the need for a formal business site, which
happened to be fulfilled outside the region of origin for substantially strategic reasons. The first
category is situational – the spatial position of the enterprise in relation to the most frequent
business contacts of the entrepreneurs – while the second category comprises site constraints.
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The small group of firms that were locationally decisive and realized an exit had the capacity and
the willingness to exit at that particular moment. It is worthy of note that these locationally flexible
enterprises did not undergo a disruptive event with their long distance relocation. Most professional
business service enterprises were home-based before they left their region of origin, so they did not
leave behind any formal business site or internal organizational structure. Almost no sunk costs in
terms of material assets were involved. These home-based enterprises were quite small at that
moment (one or two people for enterprises G, L, and d), or had employees who were spread outside
the region of origin (enterprise K). Also, the non home-based enterprises B and H had more
employees outside their region of origin than inside. So sunk costs in human resources did not tie
these enterprises to their region of origin.
Another reason why this long-distance move was not very disruptive for these enterprises was the
fact that they were already multilocational, or were becoming so. These enterprises still left a branch
behind in their region of origin or closed this branch and centralized their activities in another
already existing branch. For enterprise R this multi-locationality was caused by the strategic
importance of professional ties (strategic relationships) at the initial main location and research
personnel who were unwilling to commute to the new main location.

Such a move has an enormous impact on the employees, and we’re still busy sorting out individual problems.
Part of the reason why we’re still here as a group has to do with two things. First, we’d built up some very
good interactions with some academic research groups here in Utrecht. We got some contracts through them
and we worked closely with departments like oncology and so on. We didn’t want to lose that. (...) Now,
what’s important for us is our contact with the research groups, in the university hospitals for example.
That’s another reason why we’re still here, that we consider our relationship with that group to be very
important. (Entrepreneur, enterprise R)

These contacts and contracts could not be held satisfactorily at the new main location:

No, that would destroy a part of our value if we were to do that. And you have to ask yourself whether you
could build that up in the context of the Leiden Hospital. And of course it’s all to do with my personal
contacts here, that’s why everything goes so well here. And within the realization that that was an
important element of our value, we looked round for the people we could bring in. About half the personnel
have had serious problems with a move, and there can be all sorts of reasons for that. (...) But OK, there
was a large group of people we saw that would find it too complicated to have to move, or to travel. And
those were the people we didn’t want to lose. So we looked for a solution under this construction, so that we
could stay here. (Entrepreneur, enterprise R)

The only enterprise that went through a somewhat disruptive process when moving to another
region was enterprise U. Setting up the new location was heavily subsidized by the hosting local
authority (30 per cent of the investments were a subsidy). This local authority was also most helpful
in acquiring supplementary finance and in facilitating the fulfilment of specific (environmental)
regulations. This enterprise also had few problems with the relocation of personnel, since a
substantial part of their workforce consisted of freelancers who could readily be replaced.
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The personnel of the former main location of enterprise X initially commuted to the new main
location, but in due course most of them left. The entrepreneur did not see their departure as a loss,
because he wanted to get rid of the enterprise culture that had dominated the former main location.

When we came here to Deventer from Meppel a fairly large number of people came with us, in fact almost
everyone. (...) because they found it good to stay with Reproscan. But almost all those people have now left.
Fortunately. (Entrepreneur, enterprise X)

Another stimulating fact in this case was that the entrepreneur already lived closer to the new main
location (and even had personal and professional roots in that place) than to the initial main
location.
The entrepreneurs of the enterprises that left the region of origin had no important place-bound
personal ties to keep them there: neither of them had a family with children who were embedded in
social networks there.

6.5 Theoretical interpretations

In the preceding sections we have described and analysed the locational adjustment and flexibility
of young enterprises. The theories that have been discussed in chapter 3 are used here to make sense
of these analyses. We also draw a distinction between relational and non-relational explanations in
addressing the second part of the first research question.

6.5.1 Locational adjustment
How can we explain the locational adjustment of young enterprises? In the analysis we have
distinguished two phases in locational adjustment: considering, and realizing, a new branch outside
the region.
Based on our empirical findings we may conclude that the consideration to start a branch outside
the region can be understood by means of organizational capabilities, spatial economics, and
resource-dependence theory. These considerations form the contingent conditions that trigger the
realization of a branch outside the home region. Organizational capabilities theory is relevant for
understanding the opportunities that entrepreneurs perceive to realize organizational or market
innovations outside their home region. Other enterprises considered such a locational change
because problems had arisen in the accessibility of the existing markets, or because the commuting
tolerance of important employees had been exceeded (problemistic search). Setting up a branch in
the proximity of these markets or employees solved these problems. The third rationale for
considering starting a branch outside the region can be found in resource-dependence theory: the
acquisition of, or merger with, a firm in the same sector, or dependence upon important customers.
The realization of a branch outside the region can best be explained by means of the organizational
capabilities theory. There are certain structures necessary for setting up a branch: access to, or the
mobilization of financial and human resources, and the supply of real estate. These conditions are
almost taken for granted, but the necessary mechanisms are recognized as highly important. These
mechanisms are processes that are necessary in setting up a viable branch outside the region. An
enterprise has to manage a multi-regional, multi-unit organization efficiently (coordination
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competence), and if the nature of the organization and its environment is changing, enterprises also
have to integrate, build, and reconfigure internal and external competences (dynamic capability).
When the start-up of the new branch also takes place in an institutional context that differs from its
home region, then the enterprise needs to know how to deal with this new institutional
environment (institutional competence). The resulting causal model of becoming multiregional is
shown in figure 6.4.
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Figure 6.4 – Causal model of becoming multiregional

Figure 6.5 – Causal model of exit out of the region



What part do relational explanations play in becoming multiregional for the first time? As expected,
personal relationships are hardly mentioned at all, but in contrast with expectations, inter-
organizational relations are not mentioned very much either. However, there is an indirect role for
personal relationships in recognizing locational opportunities and thus the consideration to become
multiregional. So the role of networks in starting a branch outside the region is relatively modest.

6.5.2 Locational flexibility
How can we explain the locational flexibility of young enterprises? In the analysis of locational
flexibility, we distinguished two phases: considering, and realizing, an exit out of the region.
Just like the consideration whether to become multiregional, the consideration to exit can be
understood in terms of spatial economics, organizational capabilities, and resource dependence
theories. These considerations form the contingent conditions that trigger the exit of a firm outside
its initial home region. Some enterprises were searching for a new location for their current
activities because of problems related to the commuting tolerance of the entrepreneur, the
accommodation of employees, or even access to (venture) capital (problemistic search). Other
enterprises moved to a new location outside their region of origin for a more strategic reason: to
access new customers in a better way. This aspect reflects organizational capabilities theory, since
such a move would improve the locational assets of the enterprise. A merger with another firm may
also motivate a move. At first sight, this could be seen as a resource dependence phenomenon, but
the change in location is not the necessary outcome. So a move should be considered as the solution
of the problem of operating the new firm at two main offices.
The realization of an exit out of the region can be explained by means of spatial economic and
social action theories. There are certain conditions necessary for starting up: access to and/or the
mobilization of financial and human resources, the supply of real estate, and a satisfactory place for
the entrepreneur(s) to live. These necessary conditions are largely taken for granted and were hardly
mentioned at all in the interviews. In contrast, the mechanisms constraining the exit were explicitly
stated. Two types of constraints can be mentioned: sunk costs, and social ties. These two types of
constraints are represented in spatial economics and social action theory respectively. Enterprises
would state that they could not move so far away, because of sunk costs in intangible assets, mainly
human resources. Or entrepreneurs would not leave their home region, and so would not move their
enterprise, because of the place-bound personal ties.
The resulting causal model of exit out of the region is shown in figure 6.5.

What do these findings and theoretical interpretations mean for the research question in this
chapter concerning inter-organizational and personal relationships? Inter-organizational
relationships play no part at all in the explanation of the exit of young firms. It can at least be said,
they were not mentioned as influencing the consideration or realization of an exit1. Personal
relationships are important, however, since they inhibit the exit in the form of place-bound personal
ties.
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6.6 Summary and conclusion

How and why do young enterprises locate outside their region of origin? Two types of locations
outside the region have been studied: setting up a branch outside the region, and exit out of the
region. What explanations have been shown to be relevant for explaining these two types of
locational events? We have distinguished three types of causal factors explaining these events: the
necessary structures and the necessary mechanisms to realize these locational changes and the
contingent conditions that trigger these mechanisms (see figure 6.4 and figure 6.5).
For locational adjustment, (output) market developments and the commuting tolerance of key
personnel were important triggers. Locational opportunity is also important in triggering the
locational flexibility, but more often the locational adjustment. These opportunities were not always
as ‘entrepreneurial’ as expected; in many instances they could be qualified as ‘managerial’
opportunities (cf. Davidsson et al., 2002; Penrose, 1995). Spatial economics, in the form of
problemistic search, is particularly relevant for locational flexibility. The spatial factors of the
commuting tolerance of the entrepreneur and the need for specific expansion space were mentioned
in this respect. These – somewhat contingent – spatial factors triggered the consideration to move
out of the region.
Based on the empirical findings, we can now reconceptualize the consideration to change the spatial
organization. In other words, we could categorize the causes of the ‘locational decisiveness’ of firms.
Three types can be distinguished: problemistic search, managerial, and entrepreneurial
opportunities. These types are categorized on the basis of two dimensions: the driver of change, and
the level of uncertainty. Change can be opportunity, or problem driven. An opportunity is defined
as a perceived increase in fitness for future internal or external circumstances, while a problem-
driven change refers to an increase in fitness for current internal or external circumstances. These
drivers have to be perceived by decision-makers in order for them to consider a locational change.
The level of uncertainty involved marks the difference between managerial and entrepreneurial
opportunities2. Uncertainty is one of the central characteristics of entrepreneurship, not of
management in general (see chapter 2). The three types are shown in table 6.2.

For the realization of a locational change several necessary mechanisms were relevant. The
coordination competence and dynamic capability of an enterprise turned out to be crucial for the
realization of a new branch in a new region. Institutional competence was also relevant when the
new region showed significant institutional differences compared with the home-region of the
enterprise, and was most relevant for becoming multinational. The focus has been on the capacity to
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Driver of change

Problem Opportunity
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High search Entrepreneurial opportunity



become multiregional, not on the subsequent capacity to stay multiregional successfully. Of course,
the capacity to become multiregional is related to the capacity to stay multiregional, since the
decision-makers probably suppose that the enterprise is able to make this new branch a viable
operation in the long term. It would perhaps be better to talk about the perceived capacity to stay
multiregional successfully, since it might be assumed that the decision to become multiregional is
not made when there is insufficient confidence in the capacity to make this a long-term success.

The sunk costs in human resources were of major importance in constraining the exit out of the
region, while other resources did not turn out to be so relevant. Three groups of human resources
can be distinguished that differ in the importance and their willingness attached to their accepting a
workplace in another region. In general, less well educated personnel were less willing to move, but
were also often considered easier to replace. Managerial personnel had fewer objections to moving,
while research and development personnel fell between these extremes, since they were often
unwilling to move, but were quite hard to replace.
A remarkable observation was that long distance relocation was not a disruptive event for the
locationally flexible enterprises. There are two distinct situations in which young enterprises move
out of their region of origin: first, where the enterprise has (almost) no personnel other than the
entrepreneur(ial team) on leaving its region of origin; second, where a multilocational enterprise
moved its main office outside the region of origin. The enterprises in the first type of situation
initiated their move out of the region mostly in anticipation, or to enable further growth of the
enterprise. The multilocational enterprises that undertook such a move could still leave human
resources in their region of origin, which explains how this move could be made despite their
significant sunk costs. This explanation can be clarified in more detail. Most enterprises were home-
based before they left their region of origin, so they did not leave behind any formal business site or
internal organizational structure. Almost no sunk costs in material assets were involved. These
home-based enterprises were quite small at that moment (one or two persons for enterprises G, L,
and d), or had employees who were dispersed outside the region of origin (enterprise K). Also, the
non home-based enterprises B and H had more employees outside their region of origin than
inside, so that sunk costs in human resources were not tying these enterprises to their region of
origin. Sunk costs in tangible assets were not regarded as a hindrance for enterprises considering a
long-distance move. Another reason why these enterprises did not find a long-distance move
particularly disruptive was the fact that they were already (or were about to become: enterprise R)
multiregional, and that they were leaving a branch behind in their region of origin. This latter factor
did not crop up in the existing literature on the spatial organization of evolving enterprises. We
would like to consider this ‘organizational form in space’ as a factor enabling the capacity to exit (see
chapter 8). However, the entrepreneurs did not state this factor explicitly as a factor enabling the
exit of the main office out of the region.

Given the description, analysis, and interpretation of the two types of locational events, what can
we say about the role of personal and inter-organizational relationships in the explanation of these
locational revolutions? On the basis of the present research findings, relational factors seem not
often necessary in explaining these locational events of young enterprises. This explanatory role is
more modest in accounting for locational adjustment than for locational flexibility. For locational
adjustment, relational factors only play a direct role in the inter-organizational relationship with
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major customers. For locational flexibility, social ties are particularly important in accounting for the
lack of willingness to move out of the region. In the recognition of locational opportunities,
personal relationships play an indirect part in both locational adjustment and locational flexibility

On the basis of our empirical findings, three ideal types3 of location decision processes can be
distinguished: functional, strategic, and ad hoc. Functional decision processes involve the current
functioning of the firm, while strategic processes refer to the long-term development of the firm. Ad
hoc processes refer to non business-related circumstances.
The spatial economics theory, more specifically the Cyert-March-Simon behavioural approach (see
section 3.2), best explains the functional location decisions. Organizations do not realize a rational-
optimal location decision, because of bounded rationality (the limited time and cognitive capacity of
decision-makers; limited information and resources). As a result they are not constantly searching
for the optimal location, but only considering a locational change if the organization functions
below their aspiration level (when it fails to satisfice). When this occurs, decision-makers engage in
a problemistic search. That is to say, they look around for a quick solution in their familiar, often
immediate, local environment rather than come to an optimal solution with an extensive search.
These location decisions are probably not wholly rational, but – at least to some extent – are
intended to be so (Simon, 1957). The spatial production and transportation-cum-transaction costs
are taken into account in arriving at a satisficing outcome. Facilities management is a central factor
in this type of location decisions.
Strategic location decisions are best explained by resource dependence and organizational
capabilities theory. These decisions are not triggered by immediate problems in the organization,
but rather by factors related to the long-term development of an enterprise. The decisions may be
driven by managerial as well as entrepreneurial opportunities, related to strategic management and
strategic entrepreneurship4 respectively. The extent to which these strategic decisions cannot be
realized, can also be substantially explained by the resource dependence and organizational
capabilities theories.
Finally, the ad hoc location decisions can perhaps be understood rather than fully explained with
social action theory. This theory gives us an insight into the motivations of the decision-makers that
are embedded in a social context. These decisions are characterized by the dominance of personal
causal powers and liabilities, such as social ties.
The characteristics of the three types of location decision processes are summarized in table 6.3.

In general, relocations are not driven by opportunities; they are often just a response to broader
strategic change and belong to secondary, not primary, strategic priorities (cf. Kisfalvi, 2002).
Functional or ad hoc location decision processes most often characterize locational flexibility.
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Table 6.3 – Three types of location decision processes and their theoretical rationale

Location decision process Theoretical rationale(s)

Functional Spatial economics
Strategic Resource dependence, organizational capabilities
Ad hoc Social action



However, the problemistic search in functional decisions might lead to a redefinition of the problem
as a managerial opportunity. For example, for an apparently simple situation in which more office
space is needed to facilitate the early growth of the enterprise, a simple solution (such as a larger
office) may lead to a move to another location that not only solves the expansion problems, but also
opens up new market opportunities. The setting up of new branches on the other hand more often
involves direct strategic decision-making processes.

In this chapter, we have worked with a cross-sectional single-event-based approach in describing,
analysing, and interpreting the first locational change of evolving enterprises outside their region of
origin. This event-based approach was helpful in providing insights into the initial start-up of a
branch outside the region and exit out of the region. With this event-based approach, we compared
enterprises – that considered such a change in the spatial organization, but either did or did not
realize such a change – in a cross-sectional way. This approach is rather static, since it only
compares firms in one period, namely the period in which they considered and possibly realized a
change in one of the two dimensions of the spatial organization. In the following chapters we take
into account the long-term enterprise dynamics in order to explain the changes in the spatial
organization of evolving enterprises.

Notes
1 However, in chapter 8 we will see that this resource dependence mechanism can still be important for explaining

the constraints on locational flexibility of especially micro firms.
2 Cf. the ‘investment-uncertainty-profit’ framework of Bhidé (2000). This framework illustrates the way in which

new businesses, evolving enterprises, and large well-established corporations pursue opportunities with different
levels of irreducible uncertainty, investment requirements, and likely profit (Stam, 2001). In this framework
promising start-ups are assumed to pursue highly uncertain projects that do not require much up-front investment
and that are unlikely to generate large profits. Growing new businesses are more likely to invest in larger and
somewhat less uncertain projects, while initiatives of large corporations more often require significant up-front
investment – with commensurately large expected profits – and relatively low uncertainty.

3 An ‘ideal’ type is one that in empirical reality will hardly ever be encountered in its pure form, but frequently in a
mixture.

4 Cf. Hitt et al. (2001) and McGrath (2002).
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7 Enterprise paths in time

How do evolving enterprises develop and grow during their life course?

7.1 Introduction

In chapter 6, our first empirical chapter, we gained insight into the causes of two types of locational
events. The emphasis in this empirical chapter is not on the spatial organization, but on the nature
of evolving enterprises. These are dynamic in many ways: not only does change occur in their
internal characteristics and the role of the entrepreneur, but also in their external relationships.
These aspects of change have already been discussed in a conceptual way in chapter 4. In this
chapter, we draw on a number of case studies and describe and analyse the ‘real’ enterprise paths
they have followed in time. Case descriptions are presented throughout this chapter to illustrate
these enterprise paths. The case descriptions introduce the enterprises and describe their
development, focusing on the critical events during their life courses (cf. Chell and Pittaway, 1998;
Cope and Watts, 2000).
In the first part – sections 7.2 to 7.6 – we examine the successive development phases of enterprises
in order to analyse the dominant processes. These development processes underlie the growth paths
of enterprises. A study of these development processes has provided essential insights into the
changing nature of evolving enterprises and the sources of their diversity. The development of
evolving enterprises in time is deconstructed into distinct periods: development phases. We are
primarily interested in development, not just quantitative growth. This ‘temporal bracketing’ in the
form of development phases permits “the constitution of comparative units of analysis for the
exploration and replication of theoretical ideas” (Langley, 1999, p.703). The development phases are
referred to as ‘start-up’, ‘initial survival’, ‘early growth’, ‘growth syndrome’, and ‘accumulation’
respectively (cf. section 4.6). In the first part of this chapter, we also consider the reorientation of
evolving enterprises that have been initiated and realized, to assess why and in what ways they
develop not only in an incremental way, but also in a more radical way. In section 7.7, we put the
development phases in a life course perspective. The sequence and duration of the phases are
summarized and discussed.
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Following the study of the processes, in section 7.8 we consider changes in the structure of the
entrepreneurial system. These changes in internal structures, like the changing control structure and
organizational structure, are discussed together with changes in the external social structure, the
entrepreneurial networks and customer linkages. The chapter ends with section 7.10, the summary
and conclusions, and an appendix on the growth paths of evolving enterprises.

7.2 Start-up

In chapter 4, the two necessary conditions for the start of a new enterprise were discussed:
opportunity recognition, and resource access. An opportunity is often recognized by the founding
entrepreneur(s) directly, but sometimes indirectly via personal relationships. For example, the
opportunity that led to the start of enterprise L was initiated through a personal relationship of the
father of one of founders:

Essentially, the start of this was brought about through an excellent relationship of my father’s. He
knew someone who was temporary director of the Social Services in Eindhoven. This man had
some problems with computers and organization that he could not deal with by himself. He wanted
some support, and he thought: well, I know some young guys who are at the technical university;
perhaps they can do it. And that is the famous opportunity that came up and we latched on to.
(Entrepreneur, enterprise L)

The start of a firm is not always triggered by an opportunity (pull factor); it is often triggered by
push factors, such as discontent with the former occupation. Sometimes a combination of an initial
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Life course of enterprise e
Enterprise e is a small biomedical firm that is active in the field of Mammography Coil Systems. The focus is

on medical applications for breast cancer research.

Start-up

Before the start of this enterprise, the founder-entrepreneur was the director of a medium-sized firm. He

became increasingly frustrated by the organization culture of this firm, so he considered starting a new firm

on his own. This he did with another entrepreneur. They started with the development of a medical product

that had not yet been introduced by other firms. This product niche was too small for the large biomedical

companies, but the entrepreneur knew that there was already a small, but sufficient market for it.

Initial survival

In the first instance, the product was sold directly to German hospitals, but large medical device companies

soon became interested in the product. These companies had already constructed large medical systems

that could be enlarged with the product of enterprise e. Toshiba (Japan) became an important customer, as

did some other large companies such as General Electric, Philips, and Siemens. This product innovation has

been developed during the life course with several prototypes and new product generations.



push and a later pull factor is responsible for the start of the new enterprise. One example is given
below: the case of enterprise e.

Almost all entrepreneurs studied see the actual step of starting the new enterprise as a critical
incident. They have to make a commitment to the new enterprise and leave their former occupation
behind them. If the initial access to financial resources is relatively good, for example through the
sale of (stocks of ) the former enterprise, the entrepreneurs can afford a relatively long start-up
period without entering the next development phase. In general, the initial access to resources is
also better for team start-ups than for solo start-ups, because of the pooling of resources.

There is often a strong continuity between an entrepreneur’s previous work experience and the
entrepreneurial network and the nature of the emerging firm. One way to analyse the continuity of
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Life course of enterprise Q
Enterprise Q is a fast-growing biomedical enterprise specializing in substitution medicine and tissue

engineering. It has been financed by several venture capitalists and realized an initial public offering (IPO)

four years after its start-up. It is an R&D driven organization with an extensive intellectual property portfolio

and a wide range of (yet to be commercialized) products. It is expected to make some profits within a few

years.

Start-up

Two professors in biomedical sciences started the business activities of enterprise Q. They were serial

entrepreneurs (‘entrepreneurial capabilities’), pushed into entrepreneurship, because the University of

Leiden was putting increasing financial constraints on their Biomaterials Research Group. They had the

previous experience of starting two other biotech enterprises. They sold their last enterprise for a substantial

sum and used the proceeds to fund this enterprise. So they both came out of the academic research group

and can be seen as serial entrepreneurs.

The first employees were attracted in the first year. They needed to attract external capital to finance their

further development after this first year. The first round of funding (2.3 million euro) was realized just after

the first year by Atlas Ventures (a global player in the VC industry, originating from the Netherlands), which

was enough to finance one year’s R&D. This venture capitalist required the appointment of a CFO, which

speeded up the professionalization of the enterprise. Before the IPO took place in the fifth year, in the third

year of existence there was a mezzanine-round of funding (18.2 million euro, by an international consortium

of venture capitalists). In addition to this funding through venture capital, the enterprise was also financed

by several public subsidies. Enterprise Q has become the market leader in tissue engineering in Europe. Only

a few research groups and biotech enterprises are active on this market. Some products have been sold on

the final market, delivering some modest returns. During its life course the enterprise has increased the

number of R&D agreements with academic research and clinical institutes all over the world.

The enterprise was transformed from an academically oriented research institute into a stock listed company

very quickly. The transformation was facilitated by the entrepreneurial capabilities of the two founders, who

had already founded and developed two similar enterprises. Following the IPO, the enterprise is currently

seeking to separate its research and development units.



an entrepreneur’s previous work experience on the emerging firm is to look at the entrepreneurial
network in the start-up phase. Although it is not very strong, there is continuity between the
spatiality of the entrepreneur’s work experience and the spatial orientation of his entrepreneurial
network. Both the work experience prior to the start of the firm and the entrepreneurial network
relationships during the first six months in the life course of the firm were investigated. Usually, this
entrepreneurial network is more regionally oriented than the previous work circle of the
entrepreneur: on average 1.5 relationships are within the region and 0.8 outside it. There are 14
entrepreneurs with work experience only within the region and 17 entrepreneurs with work
experience outside the region (see table 7.1). In table 7.1, the spatiality of the entrepreneur’s work
experience is related to the spatial orientation of his entrepreneurial network during the first six
months of the firm’s existence.

The large number of enterprise relationships in the initial entrepreneurial network is largely made
up of members of the entrepreneurial team. Most of the evolving enterprises started with a team (76
per cent, and 63 per cent of the micro firms). The incubator organization plays an important part in
the formation of the entrepreneurial team, since team members often originate from the same
organization (17 of the 24 teams), or meet each other in projects while working for the same
organization (3 of the 24 teams).
Another way in which to analyse the continuity of an entrepreneur’s previous work experience on
the emerging enterprise is to look at the role of the incubator organization in the choice of the
initial sector, activities, and region. The incubator organization is defined here as the organization in
which the entrepreneur was active prior to the start of the firm (for example, as an employee in a
business organization, or as a university student). Most enterprises continue with the former
activities of the entrepreneur in the incubator organization, in the same sector, and within the same
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Table 7.1 – Work experience and entrepreneurial network at the start-up phase

Average number of relationships

Work experience Within the enterprise Within the region Outside the region

No (N=2) 0.5 0.5 2.0
Only regional (N=14) 1.0 1.7 0.4
Outside the region (N=17) 1.2 1.5 1.0
Total (N=33) 1.1 1.5 0.8

Table 7.2 – Incubator organization and initial sector, activities, and region (N=33)*

Same sector, Other sector, Other sector,

same activities same activities other activities

Same region 14 13 0
Other region 3 2 1

* in the start-up phase



region. The enterprises that did not start within the same region as their incubator organization
started in the residential region of the entrepreneur (enterprises G, N, O), with the exception of
enterprises Q and U that started outside these regions, and enterprise f with other activities that
were in fact still related to the entrepreneurs’ former activities.

In contrast with the continuity in the type of activity, many entrepreneurs did not choose the same
sector. Many of them have become active in a different sectoral environment, applying their
knowledge in another context (exaptation). Although there is considerable continuity between the
new enterprise and the former occupations of the entrepreneur and the incubator organization, the
start of a new enterprise involves a break with the past, which can be regarded as a reorientation.

7.3 Initial survival

In a market economy, a necessary condition for a firm to thrive is a resource generation process that
allows outputs to be sold at more than their production costs. Almost all case study enterprises have
realized such a resource generation process, and can thus be regarded as viable for the time being.
The only enterprises that have not yet reached viability – the biomedical enterprises Q and R – or
have only done so recently – the professional business service enterprise O, and shipbuilding
enterprise W (only a very short profitable period after start-up), could only survive because external
investors believed in the long term profitability of these businesses.
The creation of a durable input-output process requires certain essential input and output
relationships. In the initial survival phase, the enterprise becomes an open system interacting with
others in the production environment. The choice previously made of a certain activity has
important implications for the need for resources; professional business service enterprises only have
to mobilize a few tangible resources such as computer and office facilities, while shipbuilding and
graphics-media enterprises need many more tangible resources, and thereby financial resources.
These essential (input) relationships are internal to the character of the activity in question (cf.
Sayer, 1992; Hermelin, 1997). Biomedical enterprises stand out in this respect; they need huge
amounts of investment, specific facilities (such as laboratories), and highly skilled scientific and
technical labour. Many of these biomedical enterprises grow enormously in employment terms
before they reach the initial survival phase enabling a minimum scale of operation. These
enterprises also face the growth problems associated with the early growth phase after initial
survival. The venture capitalists of the biomedical enterprises Q and R compelled these enterprises
to change their organizational and control structure at an earlier stage than that in which problems
could arise. The growth of these enterprises was thus reinforced by the accumulated experience of
their financial relationships, even before they entered the initial survival phase (see the life course of
enterprise R).

Different types of activity need different types of input. On the basis of the empirical research, the
necessary input relationships for different types of activity can be summarized as in table 7.3.

Resources must be created or attracted if opportunities are to be realized. An entrepreneurial team
has some advantage over a solo entrepreneur here, since a team often has better direct access to
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resources and opportunities to mobilize them. Serial entrepreneurs also have an advantage from
their experience in the realization of opportunities.
The investments involved in setting up the activity system determine the scope for future activities
to a large extent. The most important investments, and thus sunk costs, are made in human
resources. Next in line come investments in physical resources; these are also often quite substantial.
Here, one of the major investments is the purchase of premises. As it turned out, however, relatively
few of the evolving enterprises bought their premises (only 24 per cent), even fewer than the micro
firms (50 per cent). The high percentage of premises owned by micro firms probably derives from
the fact that many of them are home-based, in a house the entrepreneur owns. There were no major
differences between most of the sectors; only in shipbuilding did all the firms own their premises.
The evolving biomedical and graphics-media enterprises had the lowest percentage (0 per cent) of
owned premises (see table 7.4).

The nature of the output relationships varies to a large degree between the different types of
activity. The professional business services have intensive recurrent dealings with their clients that
involve long-term relationships with an element of trust and interactive learning. The products of
these professional business services are often co-produced with the clients. The customer
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Table 7.4 – Ownership of premises

Prof. bus. serv. Biomedical Shipbuilding Graphics-media Total

(N=20) (N=5) (N=4) (N=4)

Micro firms (N=8) 25 % 100 % 100 % 50 % 50 %
Evolving enterprises (N=25) 19 % 0 % 100 % 0 % 24 %
Total (N=33): 20 % 20 % 100 % 25 % 30 %

Table 7.3– Necessary input relationships per type of activity

Type of activity Necessary input relationships

Professional business services • Specific professional staff
Software development • Specific professional (technical) staff
Biomedical research and development • Specific (scientific and technical) professional staff

• Investment capital
• Medical facilities

Biomedical manufacturing • Specific (technical) professional and non-professional
(production) staff

• Supply of materials
Shipbuilding • Supply of materials

• Subcontracting of specific parts
Graphics-media • Supply of generic inputs / machines

• Professional (technical) and non-professional
(production) staff



relationships of these professional business services develop in a co-evolutionary way. Nevertheless,
the degree of customization varies within the category of professional business services with, for
example, enterprise C producing fairly standardized modules and enterprise B producing highly
customized services. Some professional business services also combine (software) development
activities for internal use, or for customers with customization and implementation services.
The enterprises executing biomedical research and development have almost no customers, but they
do have research contracts with large pharmaceutical corporations. Some biomedical enterprises
already manufacture some products, which they sell to private and (semi-)public organizations.
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Life course of enterprise R
Enterprise R is a biomedical enterprise focused on the discovery and development of therapeutics based on

fully human monoclonal antibodies.

Start-up

The plan of a new enterprise had already been initiated more than a year before the formal start-up. The

foundation of the start was the approval of a patent application in 1995. The idea for this patent was an

opportunity recognized by one of the founders at a scientific conference in San Diego. The patent application

led to discussions with the chairman of the local university and the president of the academic hospital in

which both the founders worked. At that time it was not clear if and how a biomedical spin-off could be

commercialized. Two professors of Utrecht University founded the enterprise, with the academic

organizations Utrecht University and the University Medical Center Utrecht as external shareholders. The

Dutch Ministry of Economic Affairs also subsidized the start-up. The enterprise was incubated within the

academic hospital. At its start collaboration with Novartis had already been initiated, and this proceeded in

the next few years. In its second year, the enterprise reinforced its intellectual property base through

agreements with two US pharmaceutical companies.

In the third year, a CFO was appointed and the first Venture Capital round took off. This substantial venture

capital investment allowed the enterprise to continue fundamental research and prepare for clinical testing

of the lead product candidates.

In the fourth year, closer cooperation was started with another Dutch biomedical enterprise that had

developed a little further than enterprise R, although in a complementary manner. Potential cooperation

problems with this enterprise and some other operational problems in enterprise R led to the merger with

this other Dutch biomedical enterprise. The merger of the two companies led to the creation of a ‘new’

enterprise with 150 employees. The founder-entrepreneur of enterprise R did not become CEO, but served

instead as Chief Scientific Officer for the new enterprise. According to the entrepreneur of enterprise R, the

merger “has enormous strategic value for both companies, and it will enable us to accelerate the

development of our products”. Goldman Sachs International supported the merger as financial advisers.

Neither the initial enterprise R nor the new merged enterprise made any profits. There was some income

from the licence of its core technologies to commercial partners and entry into strategic alliances in

exchange for fees, milestone payments, and royalties on products developed using their technologies.

In the same year, the new firm realized an IPO that had already been planned by the other firm. Enterprise R

had also planned an IPO, only over a longer term, which was thus accelerated by this merger.



The shipbuilding enterprises sell complete boats to end consumers, or sell parts of the construction
to final producers of boats. The enterprises V and W sell customized boats and have intensive
contacts with their clients, while enterprise f mainly sells boats pre-designed by other companies.
Enterprise U only sells the basic construction of boats to end-producers.
Enterprises within the graphics-media sector mainly produce printed matter for businesses on
demand. Their customer relationships are relatively short-term, although some are recurrent.
Enterprise h is an exception within this sector, since it only functions as an intermediary between
the demand for and supply of printed matter. This enterprise does not really produce goods and can
best be characterized as a service company. These necessary output relationships are summarized
the table 7.5.

It is a logical necessity for business-to-business firms to have at least one inter-organizational
relationship if they are to enter the initial survival phase; at that time dependence is often quite
heavy. An example is given with the life course of enterprise a.

Only business-to-consumer firms, in our research only some shipbuilding and graphics-media
firms, can circumvent such inter-organizational relationships in the transition from start-up to
initial survival. Their contacts with customers resemble pure market relationships more than inter-
organizational network relationships. However, the shipbuilding firms in particular often need some
inter-organizational relationships on the input-side of their business. In contrast with the customer
relationships of the professional business service enterprises, the customer relationships of the
enterprises with other activities hardly ever develop in a co-evolutionary way, because of their
generic (biomedical manufacturing and graphics-media), or non-recurring (shipbuilding) character.

7.4 Early growth

All the entrepreneurs of the evolving enterprises sooner or later managed to achieve the growth of
their businesses. Sometimes this growth was built on the same opportunity and activity that had led
to the initial setting up of the enterprise. More often, this growth was based on new opportunities
with similar activities, building on the resources and competences that had been developed. The
organizational changes involved in this growth-reinforcing process may range from expanded
reproduction to more incremental change, but do not usually involve a complete transformation.
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Table 7.5 – Necessary output relationships per type of activity

Type of activity To producer/consumer Necessary output relationships

Professional business services Producer • Specific client organization
Software development Producer
Biomedical research and development Producer
Biomedical manufacturing Producer • Sufficient (generic) client mass
Shipbuilding Consumer and producer • Specific clients
Graphics-media Producer • Sufficient (generic) client mass



Specific inter-organizational relationships were not mentioned as factors in the transition from the
initial survival to the early growth phase. That is not to say that networks are never important for
the growth of these enterprises. Personal and inter-organizational relationships may not be
necessary, but may well be important in many respects (cf. Johannisson, 2000).
The fact that some enterprises managed to grow continually from the start of the enterprise does
not mean that they did not encounter any growth problems at all. Actually, it can be argued that
enterprises with continued growth anticipated or overcame the growth problems much more
quickly than the other evolving enterprises. They changed their organizational structure more
quickly, or were more experienced in managing a complex organization, because of their managerial
experience.

7.4.1 Delayed early growth
All the micro enterprises and those evolving enterprises with a delayed early growth have failed to
grow after their start-up. Most entrepreneurs of the micro enterprises studied are satisfied with their
current business. They are independent and do not want the complexity involved in a growing
business, especially that of becoming an employer. These entrepreneurs do not consider expansion,
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Life course of enterprise a
Enterprise a is a small communication and organization advice company.

Start-up

The enterprise was started with a management buy-out, the outcome of a restructuring operation by the

former employer. One entrepreneur started the enterprise, but two of his colleagues joined him and also

became shareholders.

Initial survival

In the first year, both customers from the former employer and new customers were served. Most of the

activities of the former work environment were just continued in the new firm. Initially, the enterprise

specialized in Public Relationships, as had the former work environment. The enterprise has not realized any

(product or process) innovation, although it has changed its activities during the life course. Through the

years the focus shifted towards communication in non-profit organizations and later on to the support of

organizational change processes.

After three years one of the shareholders left the enterprise, which led to a minor crisis since the capacity to

realize the ongoing projects was too small and the returns were decreasing seriously. This situation triggered

the question of how to continue: through growth, or consolidation? A non-growth strategy was subsequently

chosen.

More services were undertaken in cooperation with other agencies, mostly via the professional network

relationships of the entrepreneur who had been president of a national association of communication

professionals. This presidency has been important in the attraction of new customers and has also increased

the knowledge about the enterprise in its marketplace. Currently, the most important customer is the

Ministry of Transport and Public Works, which is responsible for almost half the turnover of the enterprise.



because they are not looking out for opportunities, or they do not have the capacity to manage
growth, or they lack the willingness to grow.
The entrepreneurs of the evolving enterprises with a delayed growth path were willing to grow, but
lacked the opportunity to expand, or were constrained by other factors in the first instance. One
example of such a constraint is a non-competition clause in an agreement with the former employer
(enterprise G), or with the corporation that bought a business previously owned by the
entrepreneurs (enterprise Q). In the latter case, this constraint did not lead to a plateau, but to the
delayed start of its current enterprise. In the meantime, these entrepreneurs started another business
with the same or another legal entity to bridge this period. A delayed start can thus be substituted
by serial entrepreneurship; that is to say, by setting up another business until the constraints on
growth have elapsed (see enterprises J and Q).
Most of the reasons for delayed growth mentioned are related to problems and only a few to a lack
of opportunities. Often delayed growth cannot be accounted for by one reason alone, but rather by a
combination of reasons. For example, reasons related to the entrepreneur(ial team) would probably
never have been mentioned if the growth opportunities had not been pursued. With the exception
of the last two reasons related to the environment (see table 7.6), they may all be regarded as
constraints on growth. For example, for enterprise G, at least two reasons could be revealed:

At that moment we started our own business. At that time we could not approach customers or employees of
our former employer for about two years. We have observed that correctly. When these two years had
elapsed, we rented a part of that other building [next to their former employer] to start there. (...) We soon
came into contact with software, Lotus Notes category groupware, or you could say intranet. For sure, at
that time it was just completely unknown. (...) When we saw that, we had a feeling of: Wow, this is super,
we’ll just get on with it. That also confirmed our thoughts that you could deal with people in a completely
different way in an organization, so you could build up an organization in a completely different way.
Only that idea was rather difficult to sell, so we didn’t sell very much. So we did a whole lot of other things
in order to survive. And there came a time when we had indeed built up a buffer. Then we thought: perhaps
we can rent a part of a building. And then we can be a real enterprise. So that was a very important point
for us. (Entrepreneur, enterprise G)
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Table 7.6 – Reasons for delayed growth

Unit of analysis Reasons stated

Entrepreneur(ial team) Entrepreneurs wanted to do everything themselves (no delegation)
(E); part-time entrepreneur, next to two academic studies (M)

Personal network –
Enterprise Organizational structure (F and S); lack of corporate identity (S);

lack of marketing competence (S and T)
Inter-organizational network –
Environment Problems with recruitment of new personnel (F); two-year embargo

on approaching customers and employees of former employer (G);
internet not yet accepted as general communication medium (G);
lack of market opportunities (because of regulations) (I)



The reasons for delayed growth as stated by the entrepreneurs are summarized and categorized by
unit of analysis in table 7.6.

The solution for these problems often involved learning and sometimes even the development of an
individual competence in the case of enterprises F, S, and T. For example, enterprise F solved its
recruitment problems by starting retraining projects for new personnel from outside the ICT sector.

7.5 Growth syndrome

There are limits to a firm’s rate of growth (Penrose, 1995, p.194), but why does new venture growth
actually stagnate? In this section, we discuss two types of growth syndromes: plateaus, in which
firms do not grow but also do not decline; and setbacks that involve growth reversals.
Like the enterprises with a delayed growth, enterprises whose growth stagnates remain on a plateau
for a while. In one case the constraints involved the entrepreneurial team. Two enterprises had
grown too quickly, which led to marketing problems and financial problems respectively.
Organizational structure was again mentioned as a growth constraint. Geographical expansion and
a lack of coordination competence were mentioned by enterprise X. For many firms, the reasons for
the plateau were related to the inter-organizational relationships of the enterprise: a financial
relationship (O), or claims by customers (U), or too diversified a customer group (P). Networking
may not just be beneficial in organizing growth; it may also be the cause of failure (cf. Grabher,
1993; Powell and Smith-Doerr, 1994; Johannisson, 2000). The financial relationship of enterprise O
can be characterized as a lock-in: in the first instance this relationship enabled the growth of the
enterprise with capital inputs and the supply of new customers, but subsequently the interference of
this major shareholder made the entry of new external investors impossible and constrained the
growth. The environment was only mentioned once: a declining local market. As with the delayed
growth, here too a combination of factors caused the plateau in each case. The reasons for the
plateaus are summarized and categorized by unit of analysis in table 7.7.

Most evolving enterprises solved these problems successfully, leading to a continuation of the
growth after two or three years, or even entrance into the accumulation phase. Only enterprise P is
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Table 7.7 – Reasons for the plateau

Unit of analysis Reasons stated

Entrepreneur(ial team) Conflict between partners in the entrepreneurial team (W)
Personal network –
Enterprise Too busy with production and too few marketing efforts (V); capital

shortage (W); organizational structure (W); problems with
coordinating businesses in two regions (X)

Inter-organizational network Interference of major shareholder that prevented new investments
(O); customer group too diversified (P); financial claims and lawsuit
by two major customers (U)

Environment Declining local market (X)



still in the process of overcoming the growth constraints with a strategic reorientation. For
enterprise Y there were no clear problems to be resolved; the interruption of the plateau by a one-
year growth period was perhaps more remarkable than its stagnation.
Sometimes enterprises face tremendous problems that cannot be traced by merely analysing their
growth path. For example, one important customer of enterprise I had a major disagreement about
the service delivered, which led to a large financial claim that has restrained the growth of one of its
two business units for some years. However, the enterprise as a whole continued to grow, because
the other business unit was not affected by this claim and continued growing steadily.

Only four evolving enterprises studied went through a process of growth reversal. For enterprise C
the setback was brought about by the founder’s lack of managerial skills in combination with the
attempt to serve too many market segments. Attracting an experienced owner-manager from
outside and a focus on fewer market segments has solved these problems. The setback of enterprise
D was caused by a failure to change the organizational structure to a team structure. The problem
was resolved by the appointment of a new director from within the enterprise, the introduction of a
(more) simple organizational structure, and concentration on fewer market segments. Similar
coordination problems also led to the setback of enterprise H. Enterprise O has even gone through
two setbacks, but the entrepreneur could only give a direct reason for the first setback: a conflict
between the consultancy and development personnel on the future direction of the enterprise. The
founder-entrepreneur had a preference for development activities, and this led to the exit of the
consultancy personnel. This enterprise had not made any profits before the first setback, and this
state of affairs was reinforced by the fact that the initial financiers did not want to put any more
money into the enterprise. Only after this first setback did new financial participants invest more
money and enable the ‘revival’ of the enterprise that resulted in resource generation two years after
the setback. However, the financial partners stopped the flow of financial inputs again at that
moment, and according to the entrepreneur that was constraining the development of the
enterprise. The reasons for the setback as stated by the entrepreneurs are summarized and
categorized by unit of analysis in table 7.8.

Inter-organizational relationships relatively often cause growth syndromes. The problems causing
them can however often be (partly) resolved with the help of personal relationships and the support
and services of inter-organizational relationships. For example, enterprises T, U, and W recruited an
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Table 7.8 – Reasons for setback

Unit of analysis Reasons stated

Entrepreneur(ial team) Lack of managerial skills of the founder (C)
Personal network –
Enterprise Organizational structure (D and H); Conflict between consultancy

and development personnel (O)
Inter-organizational network Too many market segments (C)
Environment –



external mentor to solve their problems, enterprise P was supported by a marketing and a corporate
identity agency, and enterprise X sought the support of a regional development agency.

7.5.1 Reorientation
A growth syndrome can be the trigger for a reorientation. Here a reorientation is defined as a
simultaneous and discontinuous shift in strategy (defined in terms of products, markets, or technology),
the control of strategic decision-making, and the organizational structure of the enterprise. This
relationship can be observed for enterprises A, H, and P; it led to an incomplete reorientation for
the enterprises C and X.
Enterprise A had almost reached the accumulation phase, but that did not make it invulnerable to a
growth syndrome. After nine years of continuous growth it could nevertheless still grow too fast,
and this led to cash flow problems. The only reorientation that it went through after this period of
over rapid growth led to its takeover by an international company. This development brought about
a reorientation, since the founder-entrepreneur’s power of command declined to a large extent, the
enterprise was integrated into the organizational structure of the new mother company, and strategy
changed correspondingly. The takeover was not the direct effect of the growth syndrome, since
negotiations had started before this phase. This takeover was motivated by two reasons: first, the
enterprise could not handle international projects on its own, which constrained its growth; second,
the founder-entrepreneur no longer wanted an operational role in the enterprise. These problems
seriously weakened the enterprise’s position in the negotiations with the international group that
eventually realized the takeover. In the end, the enterprise became part of an international group
and the founder-entrepreneur became a member of the board of this group and so could play a
more strategic part in the business.
After four years of early growth, enterprise C encountered a growth syndrome. This led to an
almost complete reorientation, since there was a change of strategy (eliminating certain activities
and markets) and an external business partner was engaged to share control of the enterprise.
However, the organizational structure was not really changed, so the reorientation was incomplete.
Surprisingly, a growth syndrome may sometimes be the unexpected effect of a reorientation rather
than its trigger. The entrepreneur of enterprise D was dissatisfied with the internal governance
structure of his enterprise in the early growth phase. A change of strategy was initiated, the
organizational structure was changed to a team structure, and more decentralized control was
proposed. In the subsequent year, however, this reorientation precipitated a major crisis with a
substantial financial loss. The organizational structure reverted to its old form and some people left
the enterprise. After a while, a management team responsible for strategic decisions was set up and
the enterprise could begin to grow again. The complete life course of enterprise D is described
below.

Enterprise H can be seen as a classic case of an autonomy crisis, since the two entrepreneurs could
not handle the increasing number of employees:

G and I cannot handle more than 60 people, because we are too directly involved in the businesses. In 1995
we had 90 employees and we could not handle that. The profit margin decreased drastically. We reorganized
at once. All temporary contracts were terminated and we concentrated on a size that we could manage. We
decided to develop markets served by other branches from then on. In that way more distance to the
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Life course of enterprise D
Enterprise D is a medium-sized organization advice company that was started by two serial entrepreneurs.

After 5 years of stable growth, a change in the organizational structure failed and one of the founders left the

business. In the sixth year of the enterprise, there was a setback followed by a transformation. The main

activities evolved from organization change and information technology advice to consultancy in

organizational change trajectories.

Start-up

Two entrepreneurs who had previously set up firms of their own and had extensive experience in professional

business services started the enterprise. At the time they met, they were both searching for a new

occupation, since they had both stopped their former activities. One of the two entrepreneurs was trying to

set up a network of complementary small professional business service companies, but only the match

between him and one other entrepreneur really worked and led to the start of this enterprise. They made a

flying start in the premises of the former business of one of the two entrepreneurs (connected to his home)

and with one employee from this former business.

Initial survival

The clients were acquired via the entrepreneurs’ existing professional networks. Some of the first clients are

still important customers. Relationships with these customers are characterized by a high level of trust:

“Trust is fundamental for realizing organizational change with our customers”; “Selling is nothing less than

the construction of trust through which goodwill can arise.”

Early growth

As the enterprise grew, the relationships became more closely related to the employees of the enterprise

than to the entrepreneur-founders. New employees were needed to fulfil the projects with existing

customers, and the employees’ personal networks provided new clients for the enterprise. The enterprise

also developed two distinct services for organizational change. One was developed internally, while the other

was developed with an agency in the neighbourhood. This co-developed innovation was also offered to the

market with the complementary expertise of this agency. In addition to these two innovations, the enterprise

also started a new activity in the form of a combination of existing business services and creative

performances. The first governance problem emerged after four years of development. A change in the

organizational structure and a move to new premises were initiated in the fifth year. This move was needed

because of the growing need for office space and the undesirable intermingling of private and business

activities in one entrepreneur’s home (which was connected to the office). After the move, the enterprise

grew faster than ever.

Syndrome

The change from a simple organizational structure to a cells structure turned out to be a complete failure,

and this was accompanied by the withdrawal of one of the founder-entrepreneurs. This withdrawal also

brought about a decrease in the IT orientation of the enterprise. The resulting growth syndrome with huge

financial losses led to a customer focus on a few industries and a few large customers rather than trying to

take on all the customers who could be reached.



management could be created, with 25 per cent shares for the branch directors. At that moment we also
decided only to influence the corporate strategy, and that works. (Entrepreneur, enterprise H)

The enterprise changed simultaneously its organizational structure, control in strategic decision-
making, and its strategy. This growth syndrome led to a sharp decline in the number of employees
in one year, but over the longer term this reorientation enabled entrance into the accumulation
phase.
For enterprise P, the exit of one of the members of the entrepreneurial team enabled a reorientation.
A growth syndrome resulting from a customer group that was too diversified also affected the
reorientation. This led to a change in control in strategic decision-making: the founding
entrepreneurs began to share their control with other members of the enterprise in a management
team. The strategy became more focused: instead of being generalists in ICT consultancy, the firm
became specialists in software-solutions for knowledge-intensive organizations. This reorientation
trajectory was supported by two agencies specialized in marketing and corporate identity.
For enterprise X, a decline in the local market and the sector in general was the trigger for the
reorientation. This was initiated by one of the two entrepreneurs, but the implementation was
constrained by the other founder-entrepreneur.

7.6 Accumulation

The firms that are most successful in growing continuously on an independent basis may enter an
accumulation process. These firms have built up reserves that allow them “to reorient themselves in
response to changes in opportunity structure without succumbing to resource shortages” (Garnsey,
2001, p.25). This ‘sustainable growth of assets’, or ‘accumulation of resources,’ opens new strategic
options. These may be the acquisition of other firms, or the development of new products or
services. For example, enterprise M could finance the start-up and development of a completely
new business organization (specialized in the development of computer games) with the resources
accumulated in its ‘old’ enterprise (specialized in ICT consultancy). The resource accumulation
process can be distinguished from the early growth reinforcement process in that it may lead to
much more radical change such as a transformation. Enterprises in the accumulation phase have
more resources and perhaps competences to enable change, but may also have built up the inertia
and complexity that constrains radical change. When evolving enterprises do not reach this resource
accumulation process, or find that their resource holdings have eroded, they may become easy
targets for takeovers.
The transition from early growth into accumulation is often characterized by the insignificance of
specific inter-organizational relationships as these enterprises become relatively independent of
those relationships. The only inter-organizational relationships that could be an effect of this phase
transition are the strategic relationships. Enterprises in the accumulation phase often have the
resources to develop these strategic relationships and the competences and positions to offer in such
a relationship.
Whether or not an evolving enterprise has embarked on the accumulation process is not always
completely clear when independence from the founder is taken into account, whether as a critical
resource or as the ultimate decision-maker. For example, in its sixth year enterprise E undertook a
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strategic reorientation after four years of continued growth during which it gradually became less
dependent on its two founders. But during the interview, held in the tenth year after the start, the
entrepreneur stated that they were still trying to make the enterprise completely independent of its
founders:

Our goal is; from the start we have had the opinion that you only have a real enterprise, a real firm at the
moment that it functions independently of yourself. Only then have you built up a real organization and
then you have created value. That is the thing we are doing now. The organization is almost there, it will
only take a few more months, and then the organization will be independent and not related to us directly
anymore. (Entrepreneur, enterprise E)

The enterprise entered the accumulation phase and this enabled the takeover of another relatively
large and well-established firm in the same sector, but in another region. The transition from early
growth to accumulation is clearer for other cases, such as enterprise L, with the withdrawal of the
entrepreneur-founders from the board of directors. Some enterprises grew for a long period, but
never really entered the accumulation process. For example, enterprise I became relatively
independent from its founders and major customers, but still could not bring about a major
transformation. This enterprise was in the process of being taken over during the research. Another
example is enterprise J; that is still closely intertwined with its founder. One bank did a preliminary
investigation for an IPO for this firm, but concluded that the enterprise was still too closely
connected to the founder-entrepreneur. The founder-entrepreneur also had to acknowledge this:

The enterprise is too much R. I’m now in that phase. Until recently, clients ‘phoned me to ask: is R. there
too? I mean: that can’t go on. That’s the disadvantage, if you are so involved. And I am so enormously
involved, both emotionally and financially, that I don’t want to let anything go wrong. But that is
something you have to get away from. Now I’m trying to take that step. (Entrepreneur, enterprise J)

A consequence is that the entrepreneur is now starting to restructure the enterprise J into a
multidivisional structure with more shared control.
The only evolving enterprises that have reached the accumulation process and have not been taken
over or merged are the continued growth enterprises B, L, and N; the delayed growth enterprises E,
G, and M; the plateau enterprises U, V, and W; and the setback enterprise H (see appendix 7.1).
Evidently, the type of growth path does not determine the ultimate attainment of the resource
accumulation process. There are different growth paths that lead to accumulation; certain growth
problems have first to be anticipated or overcome. In most cases these problems have been resolved
without any growth syndrome, but in other cases such a problem did cause a growth syndrome. For
example, enterprise H faced a major governance problem (lack of delegation), which led to a serious
crisis. When however this problem had been resolved through a reorientation, the accumulation
phase could set in. The new organization and control structure enabled the enterprise to execute its
strong acquisition and business development capabilities more successfully. The enterprise managed
to stay in this phase even when one of the two founder-entrepreneurs was affected by serious illness
for two years.
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Life course of enterprise B
Enterprise B is one of the fastest growing young Dutch enterprises (listed at the Europe’s 500 several times).

It specializes in the implementation of organizational change processes. These are long-term and require

close relationships with clients: “We go for the power of the relationship”; “we mainly do business on the

basis of relationships”; “the social orientation of these relationships is even more important than the

business orientation.” The development of the enterprise is to a large extent a co-evolution with important

clients. Four entrepreneurs started the enterprise. After seven years in development, it went through a major

transition. This involved the dissolution of the entrepreneurial team and a transformation of the

organizational structure from a multidivisional/cells organization into a ‘knowledge-based network

organization.’

Start-up

Not all new enterprises are started with a clearly recognized opportunity. The founding entrepreneurs of

enterprise B justified the start of their firm by a merger concerning their former employer that was in

process. This merger led to a focus on IT activities of the merged firms, which the nascent entrepreneurs did

not appreciate. The resulting lack of congeniality triggered a reorientation for them in the form of the start-

up of a new firm. Five nascent entrepreneurs (all colleagues) started the preparations, but one did not want

to commit himself financially to the emerging enterprise. The decision actually to start the new enterprise

was taken a year after the preparations commenced. This step also led to a move into the premises of the

firm of a friend of one of the entrepreneurs; this was the first ‘business location’ of the new enterprise. This

location was near the former employer and in between the places of residence of the founders.

Initial survival

The first important customer of the new enterprise was a former employer of one of the entrepreneurs. The

second customer was the national postal delivery organization, which has remained one of the most

important customers during the life course of the firm. This firm was well known from the former occupation

of the founders. A year after the start-up, when the first customers were being served and the first employee

hired, the enterprise moved into separate premises within the same region. This move from a post-box to a

specific location increased the firm’s legitimacy. In this phase, the identity of the firm exceeded that of the

founders: customers were attracted by the firm and not by the entrepreneur-founders (for example, via third-

party referrals).

Early growth

Although the founders did not have any growth aspiration at the start, the enterprise grew rapidly for the first

few years. “...that growth just happens to an important extent. You do the things that you do, and then there

are two success factors: one is that you restrict yourself to the things that you are really good at; and the

second is that you just do them very well. And then, you just grow as a result.”

When a size of 15 FTEs had been reached, an explicit growth strategy was formulated: an organizational

structure with cells of 20 members at a maximum. The demand for the services of the firm increased, so a

new cell had to be created. A new unit was started in another region, about 200 kilometres away from the

main office.



7.6.1 Reorientation
Only a few evolving enterprises in the accumulation phase have gone through a reorientation.
Enterprise B went through a reorientation that was triggered by two developments: first, a
divergence within the entrepreneurial team; second, certain business units claimed too much
autonomy and too little attention for the common good of the enterprise. These developments led
to a simultaneous and discontinuous shift in strategy, control, and organizational structure. See the
box for a complete description of the enterprise path of enterprise B.

The other enterprises that reached the accumulation phase without growth syndromes did not go
through a reorientation, but entered the accumulation phase incrementally.

7.7 Development phases in the enterprise paths

In this section, we discuss the sequence and the duration of the development phases of the
enterprises studied. We have drawn up a typology of four basic development sequences of evolving
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The growth of the enterprise continued in the form of new (spatial) units with a high level of autonomy.

Enterprise B went through a reorientation. This was triggered by two developments: first, a divergence within

the entrepreneurial team; second, certain business units claimed too much autonomy and paid too little

attention to the common good of the enterprise. These factors led to a simultaneous and discontinuous shift

in strategy, control, and organizational structure. With the help of an external advisor (a professor of

business administration), a new strategy process was designed with a new organizational structure: a

knowledge-based network organization. This structure promotes the organization of synergy between people

and business units, the organization of collectivity, sharing of knowledge, and a less strict division of labour.

The structure enabled a persistent growth rate and a way of systematizing the whole organization flexibly and

effectively, facilitating the continuous state of reorganization. In addition to these changes in strategy and

organizational structure, the original entrepreneurial team was disbanded and control in strategic decision-

making became more decentralized. This reorientation also led to the start of the accumulation phase.

Accumulation

The consequence of this new organizational structure was that the autonomy of the business units became

combined with the coordination and sharing of knowledge within the whole system of the firm. There are

two types of team that transcend the boundaries of the business units. The first type is the process team,

focused on a primary process of the firm (customer, innovation, human resources) and put together on the

basis of individual skills. The members of this type of team are widely dispersed throughout the country. The

other type is based more on social proximity than on the competences of team members; however, here

again (as with the former business units) the geographical origin defines to some extent the composition of

the team.

Enterprise B wants to remain independent and is trying to avoid an IPO. “We are looking for innovative

alternatives to an IPO. We think it is possible to find other smart ways of cooperation that can avoid an IPO.”

They are looking for strategic alliances with customers or organizations closely related to their activities.



enterprises. The ‘long gestation’ enterprise path is characterized by a relatively long start-up period
in which resources are mobilized, but the resource generation process has not yet set in. The
enterprises that were able to generate resources within a relatively short period after start-up and
also managed to grow without growth syndromes were classified as ‘unproblematic growth’
enterprises. The ‘growth syndrome’ enterprises were also able to generate resources and grow and
perhaps even to accumulate resources, but went through a period that was dominated by a growth
problem. The sequences of the enterprises that managed to accumulate resources without any
period of manifest growth problems were classified as ‘unproblematic accumulation’. The enterprise
paths are summarized in table 7.9.

What do these development sequences tell us in general terms? Many evolving enterprises made a
flying start, as they started to generate resources almost immediately after their start up (S – U
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Table 7.9 – Sequence and duration of development phases in the enterprise paths*

Enterprise path Age

1 2 3 4 5 6 7 8 9 10 11

Long gestation O S S (Y) S S U E E U U
Q S S S S S
R S S S S

Unproblematic A S-U E E E E E E E E E (-Y)
growth F S-U U U U U E E E

I S-U U U E E E E E (-Y) E E E
J S-U-E E E E E E
K S-U E E E E E E E
S S-U U U U U U U U U E E
T S-U U U U U E E
Y S-U-E U U U U U U E U

Growth C S-U U U E E E E Y Y U
syndrome D S-U U E E E E Y E

H S-U-E E E E Y A A A A
P S-U U U E E E Y
U S U E-Y U E Y E A
V S-U-E E E E Y U U E A A
W S-U S Y Y S U E A
X S-U U U Y E E

Unproblematic B S-U E E E E E E A A A
accumulation E S-U U E E E E A A A

G S U E E E E A A A
L S-U U E E E E A A
M S-U U U E E A A A A (-Y)
N S U-E E E E A A

* codes of the development phases: S = Start-up; U = (Initial) sUrvival; E = Early growth; A = Accumulation, and; Y = Growth

sYndrome (see chapter 4 for definitions).



sequence within the first year). This flying start could be realized by the attraction of customers
from the former occupation of the entrepreneur (enterprises A, B, F, K, and P), or by the restart of
the former enterprise of the entrepreneur (enterprises E, J, and X). The resource accumulation
process sets in after at least five years of existence. Not all continued growth leads to accumulation,
which makes relevant the distinction drawn between those enterprises that just have grown and
those that have also accumulated resources.

In the sections that follow we focus on the structures of evolving enterprises and not on the
processes. These structures were shown in chapter 6 to be relevant in the explanation of the spatial
organization. However, we need a dynamic perspective of enterprise structures in order to explain
the dynamics in the spatial organization in chapter 8.

7.8 Changing internal structures of evolving enterprises

Most evolving enterprises should not be regarded as given static objects, but rather as objects that
undergo structural change over time. In chapter 4, we discussed the possible structural changes
during the life course of an evolving enterprise. In this section, we examine two important types of
structural change within the enterprises studied: the role of the entrepreneur, and the organizational
structure of the enterprise.

7.8.1 Control of strategic decision-making
A distinct characteristic of new firms is the central part played by the founder-entrepreneur in all
their activities. However, as these firms evolve, the role of the entrepreneur is likely to change. The
extent of the change is described in this section. We focus on the changing level of the
entrepreneur’s control of strategic decision-making, especially location decision-making. Six
different types of control could be found in the research sample: an entrepreneurial team,
entrepreneur, management team, management team and external shareholders, entrepreneur and
external shareholders, and finally a decentralized control structure (see table 7.10). The evolving
enterprises start with an entrepreneur or entrepreneurial team in control. Only enterprise S deviated
from this pattern, because its start was more like a restart, with a completely new management team
and external shareholders. In almost all cases, at start-up these are also the only members of the
enterprise. This position of the entrepreneur or entrepreneurial team remained the same in only five
of the evolving enterprises. The subsequent changes in the control of the strategic decision-making
in the evolving enterprises are shown in table 7.10.

According to the stage model literature, the role of a founder-entrepreneur has to change when a
firm grows beyond a certain threshold, affecting the founder-entrepreneur’s span of control. Such a
change most probably leads to the delegation of control to a management team. This typical
sequence applies to seven evolving enterprises; indeed, no solo entrepreneur remained in the same
control position all the time. However, most enterprises are started up by an entrepreneurial team
and have a larger span of control than a solo entrepreneur would have. For these entrepreneurial
teams, the shift to a management team is not always necessary. Only seven of the seventeen firms
that started with an entrepreneurial team shifted towards a management team, while four of them
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have not changed the mode of control at all. Three other entrepreneurial teams also shifted towards
a management team, but with external shareholders also in control.
Only three enterprises shifted from a centralized mode of control to a decentralized mode of
control: the three entrepreneurial teams of enterprises B, G, and H. This decentralized mode of
control means that the authority to make important strategic decisions is delegated to employees at
all levels in the organization. Such a decentralized mode of control also involves a multidivisional,
or network form of organizational structure; this is discussed in detail in the next subsection.

7.8.2 Organizational structure
On the basis of our empirical findings, we constructed a typology of four organizational structures.
These four types are presented and defined in table 7.11.

The archetypal entrepreneurial firm has a simple organizational structure, characterized mostly by
what it is not: it is neither elaborate, nor departmentalized, and has no formalization. There are only
two hierarchical levels: the entrepreneur, and the rest. All the evolving enterprises started with such
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Table 7.10 – Changes in the control of strategic decision-making in evolving enterprises

Sequence N

Entrepreneurial team 4
Entrepreneur Management team 7
Entrepreneurial team Management team 6
Entrepreneurial team Entrepreneur Management team 1
Management team & 1
ext. shareholders
Entrepreneurial team Management team & 2

ext. shareholders
Entrepreneurial team Entrepreneur Entrepreneur & Management team & 1

ext. shareholders ext. shareholders
Entrepreneurial team Decentralized 2
Entrepreneurial team Management team Decentralized 1

Table 7.11 – Typology of organizational structures

Organizational structure Definition

Simple The organization is run by the personal control of one or a few individuals.
Multidivisional The organization is built up from separate divisions on the basis of products,

services, or geographical areas.
Team/cells The organization is based on the combination of both horizontal and vertical

co-ordination through arranging people in cross-functional teams
Network A relatively non-hierarchical form of organization in which the structure is not

formal, but based on the partnership, collaboration, and networking of
the members.



a simple organizational structure and eleven of the 25 have even kept this arrangement throughout
their life course. Another eleven enterprises changed to a multidivisional, or a hybrid
multidivisional-team/cells structure, while two other enterprises changed it into a network form of
organizational structure. One enterprise changed to a team/cells structure, but had to shift back to a
simple structure because of the dramatic failure of this change in organizational structure. Table 7.12
summarizes the changes in the organizational structure of the evolving enterprises.
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Table 7.12 – Changes in the organizational structure of evolving enterprises

Sequence N

Simple 11
Simple Team/cells Simple 1
Simple Multidivisional 9
Simple Multidivisional-Team/cells 1
Simple Multidivisional-Team/cells Network 1
Simple Network 2

Table 7.13 – General features of entrepreneurial networks*

Micro firms (N=8) Evolving enterprises (N=25)

during start-up currently during start-up currently

Entrepreneurs having discussed the 25.0 % 25.0 % 20.0 % 52.0 %
venture with at least 5 persons

Average number of social ties 0.4 0.4 0.4 0.2
Average number of business ties 1.8 0.6 1.7 2.5
Average number of multiplex ties 1.3 2.1 1.4 1.5
Average number of ties within enterprise 0.9 0.3 1.1 2.2
Average number of ties within region** 1.4 2.0 1.6 1.0
Average number of ties outside region** 1.1 1.0 0.7 0.8

* at first six months and the last six months of the existence of the interviewed enterprise

** outside the enterprise

Table 7.14 – General features of regional customer linkages, in different sectors

Micro firms (N=8) Evolving enterprises (N=25)

during first year currently during first year currently

Prof. business services (N=20) 70 % 65 % 49 % 31 %
Biomedical (N=5) 0 % 2 % 0 % 1 %
Shipbuilding (N=4) 0 % 0 % 7 % 1 %
Graphics-media (N=4) 100 % 93 % 83 % 80 %



7.9 Changing external structures of evolving enterprises

Personal and firm networks are of major importance for evolving enterprises. Particularly in the
early development phases, the owner-manager and his context dominate the enterprise. This
personal context comprises an egocentric network in which the venture is discussed in order to gain
social support, resources, and strategic tension (cf. Johannisson, 1995; 1998). In addition to these
entrepreneurial networks, customer linkages are also of vital importance for the resource generation
process. In this section we examine the characteristics of and changes in the entrepreneurial
networks and customer linkages.

7.9.1 Changes in the entrepreneurial network of evolving enterprises
The general features of the current entrepreneurial networks of the micro and evolving enterprises
have been compared with the entrepreneurial networks during start-up. The two types of firms have
quite similar network characteristics in the start-up phase. In this phase, the business and multiplex
ties are already more dominant than the social ties.
The micro firms that did not grow at all did not increase the number of their ties. The most
important changes in the entrepreneurial networks of the micro firms are the decreased average
number of business ties and the increased average number of multiplex ties. The spatial nature of
the entrepreneurial network also changes as the average number of ties within the region increases
(cf. Schutjens and Stam, 2003).
The number of ties within the entrepreneurial network increased over time for the evolving
enterprises, since over 50 per cent of the evolving firms now have 5 or more ties compared with 20
per cent during the start-up phase. Three other important changes in the entrepreneurial network
of the evolving enterprises are the increase of the average number of business ties, the increase in
the average number of ties within the enterprise, and the declining average number of ties within
the region. The general features of the entrepreneurial networks are shown in table 7.13.

7.9.2 Changes in the customer linkages
We did not expect the spatial environment to make any difference in access to customers during the
first year, or even later on for the micro firms. We know that the regional orientation in customer
linkages is highly differentiated for different sectors (Curran and Blackburn, 1994), so we have
grouped the regional orientation for different sectors in table 7.14.

As expected, there are large differences in the regional orientation of firms in the different sectors,
with highly localized firms in the professional business services sector and the graphics-media
sector and firms with almost no regional customer linkages in the biomedical and shipbuilding
sectors. The micro graphics media firms had the highest percentage of regional customer linkages
(100 per cent during the first year and 93 per cent during the year prior to the interview).
According to the stage model literature, both evolving and micro firms should be similar in the
initial period of their life course. In general, evolving firms are already less oriented to the region for
customer linkages during the first year than are the micro firms. This contrast is particularly clear
for the firms in the professional business services and graphics-media sectors, but it does not apply
to the firms in the biomedical or shipbuilding sectors. The regional orientation of the micro firms
remains quite stable, even after more than five years of existence.
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The influence of the spatial environment on the regional orientation in customer linkages can only
be compared for evolving enterprises in professional business services, since we have too few cases
to permit meaningful comparison in the other sectors. Table 7.15 shows the general features of the
regional customer linkages of professional business service enterprises in different regions.

For both the micro firms and the evolving enterprises, the focus on regional customer linkages
declines during the life course. However, this regional focus is much higher for enterprises in the
central urban area, because of the general greater demand there.

7.10 Summary and conclusion

In this chapter, we have examined the development phases of evolving enterprises and their
changing internal and external structures. We deconstructed the enterprise paths into periods
dominated by specific development processes. These periods were labelled development phases. Five
distinct development phases have been analysed: ‘start-up’, ‘initial survival’, ‘early growth’, ‘growth
syndrome’, and ‘accumulation’. These development processes mainly imply an incremental
development, but some evolving enterprises also went through a reorientation in which the strategy,
the mode of internal control, and the organizational structure were changed simultaneously.
The start-up phase is characterized by path dependence in many aspects. An entrepreneur’s prior
knowledge conditions the recognition of opportunities for a new enterprise. The entrepreneur’s
prior work experience in particular affects the nature of the emerging firm and the entrepreneurial
network relationships. The resource generation process is a central feature in the initial survival
phase. The necessary input and output relationships in this phase are very activity-specific. All
micro firms stay in this initial survival phase, but the evolving enterprises enter the early growth
phase. Entering this phase took a relatively long time for several evolving enterprises as a result of
constraints, or a temporary lack of opportunities. After a while, the growth of some evolving
enterprises stagnated, or even reversed. This growth syndrome phase is caused by conflicts, structural
problems, or a lack of competences. Five of the cases with a growth syndrome phase also initiated a
reorientation. The growth syndromes triggered four reorientations, while one reorientation
triggered a growth syndrome. Only three of these reorientations were implemented. Only the
minority of the evolving enterprises studied (10 of the 25) have embarked on a resource
accumulation process. Some of them had to overcome a growth syndrome, but most just continued

126

Table 7.15 – General features of the regional customer linkages of professional business services, in different
regions

Micro firms (N=4) Evolving enterprises (N=16)

during first year currently during first year currently

Central urban (N=12) 100 % 50 % 44 % 39 %
Accessible rural (N=4) 10 % – 14 % 20 %
Peripheral (N=4) 20 % 20 % 30 % 14 %



to grow from the early growth phase. In contrast with our expectations, the accumulation phase was
not characterized by reorientation. Reorientations were only found to be relevant as triggers or
enablers in the accumulation phase. The accumulation process makes it possible to grow not only in
an organic way, but also in an external way, since firms in the accumulation phase have the resources
to take over relatively large firms successfully. The development processes, or mechanisms, and the
necessary structures per phase are summarized in table 7.16.

We have examined the development phases that are dominated by the distinct development
processes. These processes make the study of the qualitative change of evolving enterprises possible.
Our sample of evolving enterprises was divided into four types of enterprise paths, each
characterized by a distinct sequence of development phases. The most important difference between
the growth paths (see appendix 7.1) and the enterprise paths is that the latter take into account
whether or not an enterprise generates resources. Two types of growth can also be distinguished:
early growth, and accumulation.
An analysis of the structural changes within the enterprises and in their external relationships can
be found at the end of the chapter. The control of strategic decision-making changed in almost all
the evolving enterprises. Most of them started with the entrepreneur or entrepreneurial team in
control and then shifted to a management team (sometimes with external shareholders also in
control). Only three evolving enterprises changed to a decentralized mode of control. The other
internal structure, the organizational structure, was less dynamic. All started with a simple
organizational structure, and eleven evolving enterprises retained it throughout their life course.
Another large group of nine evolving enterprises shifted from a simple organizational structure to a
multidivisional organization structure. For only a few enterprises was there a change to a hybrid
structure of multidivisional-team/cells, or a network structure.
The entrepreneurial networks of the founder-entrepreneurs of evolving enterprises expanded during
the life course, with a particular increase in the average number of business ties and ties within the
enterprise. The regional orientation in customer linkages did not change very much during the life
course. There are larger differences between sectors and regions. Biomedical and shipbuilding firms
have almost no regional customer linkages, and in particular the professional business service firms
outside the central urban area also have relatively few regional customer linkages.
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Table 7.16 – Development mechanisms and necessary structures in time

Phase Mechanisms Necessary structures

Start-up opportunity recognition; resource access/external network;
resource mobilization capital market

Initial survival resource generation product market
Early growth surplus resource generation/ product market; labour market;

opportunity recognition internal coordination
Growth syndrome resource detraction internal coordination; product market;
Accumulation resource accumulation labour market

(surplus resource generation/
opportunity recognition)



The development phases are not phases in the sense of a predictable sequential process, but rather as a
way of structuring the development of evolving enterprises. Beyond its descriptive utility, this type
of temporal deconstruction permits the constitution of comparative units of analysis for the
exploration of the interaction between development in time and development in space. Insight into
the changing nature of the evolving enterprises is a necessary condition for the general purpose of
this study – to improve our understanding of the locational evolution of evolving enterprises – and
specifically for the analysis of the enterprise paths in time and space in chapter 8.

Appendix 7.1 Growth paths of evolving enterprises

There are many indicators of enterprise growth: indicators in terms of input (employees, investment
funds), output (sales, revenues, profits), and valuation (assets, book value, market capitalization) (see
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Van Engelenburg and Stam, 2000). Although these measures are sometimes highly divergent, they
often correlate (Storey, 1997; Vaessen, 1993). Here we draw on the available data on employment of
our research sample of evolving enterprises. These growth paths are based on quantitative
employment indicators, in contrast with the enterprise paths, which are based on qualitative
indicators of development processes.
In principle, there could be as many paths as there are enterprises, since every enterprise is
historically unique. However, we examined the data on an exploratory basis to see whether it was
possible to summarize trends without losing relevant information on comparative growth paths.
The data points making up the growth paths are compressed into labels: ‘B’ for a reduction in
employment greater than 10 per cent, ‘G’ for an increase in employment greater than 10 per cent,
and ‘P’ for a change in employment in either direction of less than 10 per cent (between two
subsequent years, with a change of at least two employees). The resulting measures were coded to
represent the evident turning points and presented as archetypal growth paths (cf. Garnsey and
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Heffernan, 2003). The operational definition of the start-up phase is the first year after the formal
registration at the local Chamber of Commerce: point zero in the growth paths. After the start-up
phase, the growth paths start to diverge. Three phases can be entered after the initial start-up:
growth, setback, or plateau.
All micro firms remain in the plateau phase after the start-up. The enterprises with a continued
growth path enter the growth phase quite quickly. As the name suggests, for the group of
enterprises with a delayed growth path, entrance into the growth phase is somewhat delayed. For
them, entering the growth phase takes some years. A somewhat different order of growth is
characteristic of the plateau path. These enterprises enter the growth phase quite quickly, but for a
few years after this phase growth stagnates. The fourth growth path is the least regular of all.
Enterprises in this phase all suffer from one or more setbacks during their life course, but they differ
with respect to the other characteristics of their growth path (delayed growth: enterprises C and D;
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Table 7.17 – Sequence and duration of phases in the growth path*

Enterprise Age

1 2 3 4 5 6 7 8 9 10 11

Continued A S G G G G G G G G G
growth B S G G G G G G G G G
(S-G) J S G G G G G

K S G G G G G G G
L S G G G G G G G
N S G G G G G
Q S G G G
R S G G G

Delayed E S P G G G G G G G
growth F S P P P P G G G
(S-P-G) G S P G G G G G G G

I S P P G G G G G G G G
M S P P G G G G G G
S S P P P P P P G G G G
T S P P P P G G

Plateau P S P G G G P P
(S-G-P) U S G G G P P P G

V S G G G P P G G G G
W S G G G P P G G
X S G P P G G
Y S P P P P P P G P

Setback C S G G G G G G G B B
(S-G-B)/ D S P G G G G B G
Mixed H S G G G B G G G G

O S G B G G P G G G B

* codes of the development phases: S = Start-up (first formal year of existence); P = Plateau (employment change less than

10% per year); G = Growth (employment growth at least 10% per year); B = SetBack (employment decline at least 10% per

year); the changes have to be at least two full-time equivalents (FTEs) when the enterprise is smaller than 20 FTEs.



continued growth: enterprise H; plateau: enterprise O). The sequence and duration of the phases
during the life course of the evolving enterprises are shown in table 7.17.

Only eight enterprises grew continuously over the period studied, with another six enterprises
growing continuously after a delay, or a preparatory period. The enterprises with continuous growth
had already gone beyond the 50 employees size within five years after their start (enterprises J, N, Q,
R). Another seven enterprises experienced periods of interrupted growth, staying temporarily on a
plateau. Only four enterprises had serious setbacks, with three of them also experiencing plateaus1.
Most enterprises have grown in an organic way, but four have also grown through takeovers (E, H,
and Y) or a merger (enterprise R). The biomedical enterprises Q and R were recently successful in
realizing an initial public offering (IPO). The growth curves of the cases in the different types of
growth paths are shown in figure 7.1.

Employment size is an important, although contingent attribute of an enterprise. In order to gain
insight into the nature of the enterprises, this chapter has focused on the analysis of their specific
structures and the processes that affect their development.

Notes
1 There might be a selection bias, since not all the enterprises were studied for the full ten years.
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8 Locational change and evolution

How and why does the spatial organization of evolving enterprises change during their life course?

8.1 Introduction

After examining the locational adjustment and locational flexibility of evolving enterprises in
chapter 6 and analysing their development and growth over time in chapter 7, this chapter deals
with the locational change and locational evolution of evolving enterprises. These two concepts involve
the dynamics of the spatial organization. Locational change involves locational events that change the
spatial organization of an evolving enterprise from one state into another state. Locational evolution
involves the sequence of locational events during the life course of an evolving enterprise.
In section 8.2, we describe the locational evolution of the evolving enterprises studied. In the next
section, we describe our use of the development phases explored in chapter 7 to analyse the
locational events during the life course of evolving enterprises. In section 8.4 a process model of
locational change is described, constructed on the basis of the analysis of the locational events. In
section 8.5, we combine the insights from the earlier sections and chapters to construct a process
theory of locational evolution of evolving enterprises. We end this chapter with a summary.

8.2 Locational events and locational evolution

In chapter 6, we dealt with the two dimensions in the dynamics of the spatial organization
(locational flexibility, and locational adjustment) and the operational definitions (exit out of the
home region, and becoming multiregional on a national or international scale). In this chapter, we
consider more specific types of locational event that refer to the changes in the state of the spatial
organization of evolving enterprises. Six basic states in the spatial organization can be distinguished:
the combinations of the inert and flexible states on the locational flexibility dimension, and the
regional, national, and multinational states on the locational adjustment dimension. These six basic
states have been put in a two-by-three matrix (see figure 8.1).
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Most enterprises (18 of the 33) studied have never gone beyond the initial inert regional state.
Another six enterprises have remained inert, but three of them have become multiregional (inert
national) and three have become multinational (inert multinational). Only two enterprises have left
their region of origin without becoming multiregional (flexible regional), while five have also
become multiregional (flexible national) and two have even become multinational (flexible
multinational).
In appendix 8.1, there is a description of the complete locational evolution of all the enterprises
studied with further subdivisions within these states. There is no typical order of events that justifies
a possible stage theory. Only three regularities can be observed within the first ten years of the
enterprises’ existence: no enterprise was started with a multiregional spatial organization, no
enterprise made a long-distance move (over more than 50 kilometres) more than once, and none of
the flexible enterprises moved back to its region of origin. In the next section, we examine the
relationship between enterprise development in time – developmental phases – and locational
events.

8.3 Development phases and locational events

How does the development of evolving enterprises in time relate to their development in space? In
the following subsections we present the analysis of the spatial organization of young enterprises in
general and evolving enterprises in particular in the different development phases. We also give
some illustrative examples from the case studies.

8.3.1 Start-up
We found that the start-up phase was highly conditioned by the occupational and private biography
of the founder-entrepreneur. The start of an evolving enterprise is typically triggered by the
entrepreneur’s dissatisfaction with the former occupation, or the recognition of an opportunity. In

134

6183

locational flexibility

lo
ca

tio
na

l a
dj

us
tm

en
t

inert flexible

inert regional
(18)

regional
flexible regional

(2)

national

multinational

inert national
(3)

inert multinational
(3)

flexible national
(5)

flexible multinational
(2)

Figure 8.1 – States in the spatial organization



most cases, the start-up location just came about; entrepreneurs start near, or even in, their home or
former workplace. Or, as the entrepreneur of enterprise H stated: “if you have nothing [at the start
of the enterprise] you prefer to stay in your well-known environment.” A business site outside the
living or former working region is almost never taken into consideration. The choice of a certain
location within the well-known area of the entrepreneur is often quite random, sometimes steered
by the entrepreneur’s knowledge of locations, or by premises provided through personal
relationships. The limited access to resources and high uncertainty in this development phase make
it logical not to invest too much time or money in the location and location choice of the enterprise.
Some evolving enterprises in this phase expand in situ, or within their region of origin in
anticipation of future growth, or because of growth enabled by external resource providers.

8.3.2 Initial survival
The enterprises that have not yet moved to a business site in the start-up phase may do so in the
initial survival phase. Many entrepreneurs made this decision because their business life became too
intermingled with their private lives, or because the enterprise needed a more professional identity,
which is reinforced by location at a formal business site. We found that such a formal location
increased the legitimacy of the enterprise and that made it easier to attract new customers, or
resource providers. The identity of the enterprise becomes clearer. This factor also explains the move
to a more recognizable site in this phase. For example, the entrepreneur of enterprise B stated:

... physical presence is important for a certain sense of reliability: are we involved in a relationship with
some arbitrary post-box holder in Curacao, or can I knock on the door and when I get angry can I meet
someone? I understand feelings like that; I would not readily do business with enterprises that only have a
post-box.

The enterprises d and G even moved out of the region to locate at business premises for the first
time. However, their new locations were within a region in which they had previously been working
(enterprise G) or living (enterprise d). Most of the enterprises that have already moved to a business
site in the start-up phase do not change anything in their spatial organization. Of course, all micro
firms stay in the initial survival phase (see table 8.4 in the appendix).

8.3.3 Early growth
We found that the early growth phase was one full of locational dynamics. An inherent
characteristic of this phase is the need for expansion space as a result of an increase in human
resources or production facilities, or both. The probability that this expansion is realized in the same
region is high, because the real estate market within the region is best known and the personnel can
be more easily retained there. If this need cannot be fulfilled in the vicinity, or if there are
organizational, marketing, or labour market factors that make expansion outside the region more
desirable, setting up a branch outside the region is considered and possibly realized. Setting up new
branches is also made possible by reinvestment of the surplus rents generated by growth. Whether
serious consideration is given to setting up these branches within the region or country of origin or
even outside the country of origin depends on a combination of the prior experience of the
entrepreneur and the nature of the product markets that are served. An entrepreneur with some
business experience in other regions or countries has an increased probability of setting up new
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branches there. A substitute for this knowledge can be the presence of a branch of an important
customer who has already been served in other regions.

Other enterprises just open a branch in a new area where they have already started to sell their
products or services, but where they perceive an opportunity to gain a stronger foothold, or to serve
their existing clientele in a better way. Professional service enterprises in particular start new
branches within and outside the region in this phase in order to attract or retain professionals;
sometimes the enterprises are stimulated by an organizational structure in which the business units
have a maximum size.

8.3.4 Growth syndrome
The growth syndrome phases are characterized by a high degree of status quo in the spatial
organization. Not much changes in the spatial organization, because other problems absorb all the
attention and the situation of the enterprise is uncertain. Enterprises encountering a setback are
particularly characterized by relatively many disinvestments: branches outside the region of origin
may be closed, because the new market fails to make these branches viable (the burst of the internet
bubble in the case of enterprise M), or because the enterprise (mainly the entrepreneur) was not
able to coordinate a branch at a distance (enterprise C). It is not completely clear whether these
disinvestments were the cause or the effect of a growth syndrome. We do know however that they
were related: in both enterprises the growth syndrome was caused by the same factor as the
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International expansion of enterprise N
For enterprise N, the prior experience of the entrepreneur and the nature of his product market explained a

large part of the international expansion. The entrepreneur had some experience of working and living

abroad before he started his enterprise. In the first instance, important Dutch customers in Southeast Asia

were followed. After these branches had been opened, the enterprise also started to serve new local

customers. The entrepreneur of enterprise N rationalized the increased involvement in this part of the world

as follows: “We have started there and that feels quite good. That turned out to be the situation until now. So

you could also say: why don’t you start in South America? Well, we haven’t been there yet.” This is a clear

case of cognitive path dependence.

Takeover of enterprise A
The entrepreneur of enterprise A stated that the takeover “... made it possible to change from a local player

into an international player”. More and more large international customers slipped through their fingers

because they could not serve these customers properly in the international arena. A failed endeavour to

become a successful international player on their own led them to take such a takeover into consideration.

The takeover was accelerated by the urgent need of a capital injection due to cash-flow problems caused by a

too rapid growth. Next to these business related factors, the personal strategy of the entrepreneur also

stimulated this take-over: the founder-entrepreneur preferred not to play an operational role in the enterprise

anymore, and could take a more strategic role as member of the board of the new mother company.



disinvestment, namely a lack of coordination competence in enterprise C and a collapse of the
market of one specific business unit in enterprise M.
The investment made by enterprise W in the growth syndrome phase in anticipation of future
growth was very risky, because of the lack of financial resources.

8.3.5 Accumulation
The ten enterprises in the accumulation phase repeat to some extent the locational behaviour in the
early growth phase: many enterprises expanded further within the region of origin and started to
open, or continued to open, new branches on a wider spatial scale. These enterprises can
increasingly afford to open new branches and have also developed more competence to coordinate
such multi-unit organizations.
In some cases, enterprises that wanted to enter the accumulation phase have discovered through
experience that they could not realize this on their own, or if indeed they can, not fast enough.
These enterprises have decided to become taken over by another organization. This takeover also
brought the solution to some spatial problems.

8.4 Process model of locational change

We discussed the analysis of the location behaviour of evolving enterprises in chapter 6 and we
described and analysed the locational evolution of evolving enterprises in sections 8.2 and 8.3
respectively. The central research problem in our research required the construction of a process
model on the basis of the analysis of all the 129 locational events studied. The process model of
locational change (PMLC) in evolving enterprises is a model that provides insight into how
changes in the spatial organization of evolving enterprises come about. The concepts and processes
in the model build on the evolutionary mode of analysis, with the central variation-selection-
retention framework discussed in chapter 2. The model is also partly based on the empirical chapter
6, in which a distinction was drawn between the consideration of a change in the spatial
organization and the realization of such a change. These two aspects of a change can be retrieved in
the model as locational initiative and locational event respectively. However, when a locational event
has been realized, it still has to prove its viability in an external selection environment. This
additional element is also included in the model. A locational event is thus ‘coordinated’ ex ante by
internal selection and ex post by external selection. The main thesis of the model asserts that:

A locational initiative has to be selected by the enterprise (internal selection) in order to become a
locational event. The resulting new form of spatial organization has to be selected by an external
environment (external selection) in order to be viable in the long run.

In figure 8.2, this thesis is depicted with the four key elements. The model is discussed in more
detail in the following subsections.

8.4.1 Locational initiative
The first element in the model is locational initiative. By this we mean a consideration to (dis)invest
in a change in the spatial organization of the enterprise. This locational initiative can be triggered by
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site or situational constraints leading to a problemistic search as well as the recognition of
entrepreneurial and managerial opportunities. A problemistic search can be related to operational
problems associated with the firm or the personal problems of the entrepreneur. A locational
initiative that is taken as an effect of a strategic change, a merger with another firm for example, is
regarded as a managerial opportunity if this merger was initiated because of a locational advantage.
Such an initiative is regarded as a problemistic search when the locational initiative is taken for
operational reasons, for example more expansion space. Locationally decisive firms evaluate
information from within the firm and from its environment, which can lead to the recognition of
opportunities and constraints. The idiosyncratic nature of the firm (or its members) and its external
environment explains why we obtain diverse solutions to the same basic problem – the need for
expansion space for example – in a collection of evolving enterprises. The same explanation applies
to the recognition of opportunities.
The actors involved in locational initiatives are those who suggest new ways of organizing the
enterprise in space. These make the firm locationally decisive, while locationally indecisive firms
never explicitly recognize locational initiatives.

8.4.2 Internal selection
Internal selection is defined as the internal selection environment in which investment projects compete
for resources and are selected on the basis of specific internal selection criteria. The relevant investment
projects can be changes in the spatial organization; these are central concerns in this study. Internal
selection involves both the ability and the willingness to change the spatial organization. Internal
selection explains whether or not a locational initiative is selected by the enterprise.
The ability of an enterprise to realize the proposed locational initiative depends on the enterprise’s
resources, capabilities, and organizational structure and dependence on, or control over, external
organizations. There may be considerable locational inertia resulting from place-bound human

138

6183

locational event

external selection internal selection

locational initiative

likely sequences among
elements, not causation
between elements

Figure 8.2 – The four elements of the process model of locational change



resources and costs sunk in location-specific physical assets. Adjustment costs may constrain a
locational change. Via the resource mobilization process, resources may be attracted from outside or
created internally (through learning, for example), which also enables a change.
The willingness to change depends on the firm’s intentions. These define to a considerable extent
the internal selection criteria. However, since ascribing intentions to a firm is problemistic,
empirical research has to reveal who defines these intentions. These may be driven by personal
factors, but are more often dominated by functional, or strategic organizational factors. The
strategic intent of the enterprise is also important in this respect, since it gives the evolutionary
processes inside the enterprise something to aim for (March, 1994). This strategic intent may even
drive locational initiatives. For certain types of these initiatives, especially those relating to
relocations, strategic intent is often not involved at all. Sometimes the personal intent of the
entrepreneur-founder may well overrule the strategic intent of the enterprise as a whole. Other
people in the enterprise may be unwilling to change the spatial organization, because of vested
interests, cultural factors, or fear of change. A few key actors often define the organizational success
related to these intentions. A theory of social action is needed to make sense of how intentionality
gives rise to outcomes in location decision-making processes.
Different agents may be involved in this internal selection. Entrepreneurs are particularly likely to
make relocation decisions themselves, since their daily workplace is specifically affected. The
decision to close down a certain branch is also likely to be made by the entrepreneur, since this often
involves some resistance from the employees involved. In enterprises that have developed
decentralized control in decision-making, employees have the freedom to start new locational
initiatives that they regard important if these are regarded as good for the firm and they are able to
find a consensus among the stakeholders of the enterprise.
There might be some internal competition between the alternative locational initiatives in which an
enterprise may choose to invest its resources. The processes of variation (which locational initiatives
are considered) and selection (which are started) are guided by the expectations about how a
locational initiative will perform. This internal competition also explains why not all locational
initiatives survive the internal selection stage to become a locational event. Many locational
initiatives will fall at the first hurdle. They may not even go through the complete internal selection
process, or may never even leave the starting blocks. In the latter case, the initiatives would only
have been uttered and would never have been recognized as a serious locational initiative by the
relevant agents in the firm.

8.4.3 Locational event
The outcome of the internal selection process is the retention of the initial spatial organization or a
change of the spatial organization with a locational event, leading to a new form of spatial
organization. A locational event is defined as (dis)investment in a spatial unit of the enterprise, leading
to a change in the spatial organization of the enterprise. This new form of spatial organization carries
all the spatial structures of the past, unless a branch is closed down or relocation has been realized.
Entrepreneurs may reconsider the realization of a locational initiative, even though it has been
internally selected, if they perceive it to be unlikely to add any economic value with respect to the
existing spatial organization.
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8.4.4 External selection
After a locational event has occurred, the enterprise has to survive in an external selection
environment with the resulting form of spatial organization. External selection involves the selection
of spatial units or the complete enterprise with a specific spatial organization by market environments.
Fitness to the environment is determined by the selection mechanism that controls the forms of
spatial organization that survive. The introduction of a new form of spatial organization (variation)
and its capacity for appropriating resources in the external environment (selective retention) define
an evolutionary process. The external selection environment is normally taken to be a product
market, but the labour, capital, and real estate markets may also be relevant. Competition takes place
between enterprises that are active on the same or related markets. The outcome of this competition
differs per market: profits in product markets (resource generation), the recruitment and retention
of human resources in labour markets, the attraction of different types of capital in capital markets,
and acquisition of premises in real estate markets (resource mobilization). Enterprises may be active
simultaneously in different types of market. Institutional and spatial environments condition these
markets. The spatial dimension of these different types of selection environment is particularly
relevant for the understanding of locational change. For firms, the spatial organization is a means by
which to mobilize and generate sufficient resources in the relevant selection environments. The
resulting spatial organization is often a trade-off between positions in the different types of
selection environment: in the product and labour market for example, with each having its own
spatial characteristics. Enterprises may also be active in different spatial selection environments of
the same type, for example when one product is sold in spatially distinct markets.
In addition to the determination of the types and spatial characteristics of external selection
environments, the unit of selection has to be assessed. Whatever constitutes the unit of selection
may not always be clear. Is it the new unit that is added in the form of a locational event, or the
complete enterprise with its new organizational form in space? The unit of selection differs with the
relative size of the enterprise. The vulnerability of smaller enterprises means that the entire
organization constitutes a possible unit of selection. In contrast, larger enterprises with (semi-
)independent business units may add or lose spatial units without causing problems for the entire
organization. The possible number of units of selection and selection environments (within one type
of external selection environment) is summarized table 8.1.
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Table 8.1 – Possible numbers of units of selection and external selection environments

(locational) unit(s) of selection

1 >1

(spatially defined) 1 Enterprises at one or several Enterprises at several independent
selection interdependent locations in locations in one selection environment
environment(s) one selection environment

>1 Enterprises at one or several Enterprises at several independent
interdependent locations in locations in several selection
several selection environments environments



The locational units are distinct units of selection if they are mutually independent of other units;
that is to say, the whole enterprise is a system with decomposable parts. The enterprise with its
locational units is one unit of selection if the parts are interdependent. Whether an enterprise has to
face one or more selection environments within the same type of market depends on the
opportunities to serve different market segments. These market segments can then be served from
different independent locations, or from one location, or several interdependent locations. Firms
that are active on different segments of the same market type are also referred to as diversified firms.

8.4.5 PMLC revisited
The process model of locational change (PMLC) is a multilevel evolutionary model, since it takes
into account two levels of variation and selective retention: the intra-organizational environment,
and the external environment1. Which level is most important depends on the nature of the
enterprise and the nature of the environment at the moment of selection. External selection could
be deemed more important if internal selection processes do not reflect external selection pressures.
The opposite situation occurs when the intra-organizational selection processes reflect external
selection processes, for example as an effect of organizational learning. Another proposition can be
put forward on the ‘spatial selection environment’. If the external selection environment operates
very weakly2 and the regions in which the spatial units are located provide the necessary generic
resources3, then the human agency and chance involved in the locational initiatives and the factors
related to the internal selection environment provide a more extensive explanation for the spatial
organization than the external selection environment4 (cf. Boschma and Lambooy, 1999).
We have summarized the characteristics of the elements of the model in table 8.2.
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Table 8.2 – Elements in the model of locational change

Locational initiative Internal selection Locational event External selection

(new spatial

organization)

Definition of consideration of internal environment (dis)investment in selection of spatial
element (dis)investing in a in which investment a spatial unit of the units or complete

change in the spatial projects compete for enterprise, leading enterprise with
organization resources and are to a change in the specific spatial

selected on the basis spatial organization organization by
of specific internal of the enterprise market environments
selection criteria

Role of element triggers the process decides which of the realizes selected selects spatial
in the model of locational change new locational locational initiatives outcome of the

initiatives to select, (locational events); internal selection
and which previously carrier of spatial process
selected locational structures of
initiatives to retain the past

Agents those who perceive agents deciding all members of resource providers;
involved opportunities or which initiatives the changed parts exchange partners;

constraints will be acted on of the enterprise competitors



In the next section, the results of chapter 6, 7, and the above sections in this chapter are integrated
into a theory of locational evolution of evolving enterprises.

8.5 Towards a theory of locational evolution of evolving enterprises

In section 8.4 we described a process model of locational change that offers a heuristic to analyse
locational changes in the life course of evolving enterprises; that is to say, the model enables us to
improve our understanding of the dynamics of the spatial organization of evolving enterprises. In order to
fulfil the general purpose of this study we have to focus not only on development in space (locational
change) but also on development in time (development phase) and the relationship between these two
dimensions of organizational development. We have already explored the relationship between the
development in time and the development in space of evolving enterprises in section 8.3. We now
take this study a step further by describing the integration of the preceding theoretical and
empirical investigations and the generation of a theory of locational evolution of evolving
enterprises.
A theory of locational evolution of evolving enterprises consists of two core elements: development
in space (locational evolution) and development in time of new enterprises during their early life
course (see figure 8.3). The development of evolving enterprises over time comprises the
development phases distinguished in chapter 7. The locational evolution was analysed with the help
of the process model of locational change set out in section 8.4 and explained with the theories
discussed and tested in chapters 3 and 6. The development in space is operationalized as the
development through states in the spatial organization (see figure 8.1). A possible interaction between
the development in time (development phases) and in space (states in the spatial organization) is
represented in figure 8.3.

The proposed theory needs to be a process theory (see chapter 4). Process theories5 focus on the
explanation of the temporal order in which a discrete set of events occur; that is to say, they explain
an observed sequence of events in terms of the underlying generative mechanisms that cause events
to happen and the particular circumstances or contingent conditions that exist when these
mechanisms operate. These mechanisms interact with contingent conditions (random, chance
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events for example6) in such a way that they cannot fully determine the locational evolution of
evolving enterprises. A process theory cannot provide a deterministic explanation of events,
certainly not of the locational evolution of evolving enterprises.

The process model of locational change represents just one cycle, while the locational evolution of
an enterprise may consist of many cycles (see figure 8.4). These cycles involve cumulative causation
(cf. Veblen, 1919, p.436): a continuity of cause and effect without a final term. Every cycle is to some
extent an effect of the previous cycle and a cause of the subsequent cycle. For example, an external
selection environment entered in a previous cycle may trigger a locational initiative in a subsequent
cycle (with a problemistic search, for example). Also, competence built up in previous cycles may
enable subsequent locational changes as well as accumulated sunk costs to constrain later changes.
However, we cannot determine the locational evolution of enterprises based on the sequence of
development phases; nothing about a development path makes a certain locational evolution
inevitable.

The initial conditions before the first cycle sets in must first be identified before there can be a
complete understanding of the locational evolution of evolving enterprises during their life-course.
Subsequent change is also structured by the past, so we also have to take into account the successive
cycles following this first one, with changing conditions, internal as well as external. Different types
of path dependence are involved, including cognitive (prior knowledge), previous investments in the
form of sunk costs, and structural lock-ins into webs of interdependent relationships. These path
dependences constrain and enable the range of possible options, affecting in the main the
emergence of locational initiatives and the internal selection process. In most instances changes in
the organization of the enterprise will be incremental; radical reorientations will only occasionally
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be set in and implemented successfully. The three most relevant types of path dependence are
described in box 8.1.

A key step in terms of theory development is the identification of the causal powers and
mechanisms of evolving enterprises that are necessary for the explanation of locational events and
thus the locational evolution of these enterprises. We identified four elements in the model of
locational change per development phase.

In the start-up phase, when an entrepreneurial opportunity is recognized and the entrepreneur has
some access to resources, the enterprise is normally home based. When there is sufficient certainty
about the future prospects of the business and the entrepreneur already has adequate resources to
invest, or can acquire financial resources on the capital market, a formal business site within the
home region of the entrepreneur may be hired or bought. A location in the entrepreneur’s home
region is most probable, because of three mechanisms. First, entrepreneurial opportunities are
localized, not universal. Different people have access to different information and entrepreneurs
discover opportunities in markets with which they are familiar, most likely in or near their former
working and living environments. Second, since the business will not yet have generated any profits,
the location choice is likely to be conditioned by personal motives and networks. These are related
to other persons in the home region, such as family, friends, and professional networks. Third, the
amount of resources to invest is likely to be small, leaving a small range of local or even home-based
locations to consider for the initial spatial organization.
We have seen that promising biomedical and ICT enterprises can attract large sums of investment
capital in the start-up phase and can use these to realize the necessary locational changes before
they generate resources themselves. These locational changes can also be realized when
entrepreneurs have access to relatively many financial resources, because they have sold their former
business or shares from their former employer. In these circumstances, the usual shortage of
resources, and thus low frequency of locational change in the start-up phase, does not occur. So,
evolving enterprises that have access to or can mobilize substantial resources during the start-up
phase can realize locational changes in that development phase.

The initial survival phase is characterized by the necessary mobilization of resources and the
subsequent generation of resources. These two development processes make it probable that the
location of the enterprise is no longer suitable for the functioning of the business, so that a more
efficient and effective location has to be found. The search for this new location is mainly affected
by three mechanisms. First, an entrepreneur remains the most important actor in the enterprise and
an entrepreneur’s business life and personal life is strongly intertwined, so personal motives and
networks enable the search for a new location with information and resources provided by network
members. This social action might however also constrain changes in the spatial organization,
because of personal motives involving certain idiosyncratic preferences and the wish to stay close to
other important persons such as family members and friends. Second, important customers that are
responsible for a major part of the resources generated may to a large extent condition change in the
spatial organization. Third, the resources that are generated in this phase may broaden the scope of
investment opportunities and thereby stimulate locational change. The product market in which the
goods and services are sold eventually determines whether production and sales of goods and
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services from the chosen location is viable. In this phase the volume of the production and sales
makes the opening of new branches improbable, but the enterprise may be relocated out of the
region of origin if in some way this region does not encourage the profitable activities that the
entrepreneur wants currently or in the near future. Such relocation only happens when the other
liabilities of the mechanisms discussed are not activated.

Most new enterprises remain in the initial survival phase if they do not fail in the early years of
their existence. A small group of new enterprises not only survives, but also grows considerably.
These enterprises enter the early growth phase, because their initial product is so successful on the
market that they generate a surplus of resources, or because they have recognized new opportunities
that are developed next to the initial product-market combination. Most likely the growth of
production capacity leads to a need for expansion space. Next to this problemistic search, the
recognition of new opportunities may also involve the start of new branches. Entrepreneurs in
growing enterprises who decentralize the locus of decision-making enable other members to take
locational initiatives. These may improve the satisfaction of employees and increase the number of
product-market opportunities recognized. Employees can take action to improve the accessibility of
the workplace by starting new branches closer to their homes. The ability of the enterprise to retain
and attract valuable employees will thereby be improved. More opportunities can be recognized and
realized if not only the entrepreneur, but also key employees take locational initiatives related to
these opportunities. These may lead to the growth of the enterprise.
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Box 8.1 Path dependence and spatial organization
Path dependence may have a place-dependent character (cf. Martin, 1999). Three types of such path

dependence are recognized in this study.

To a large extent, the prior knowledge and experience of the founders condition the initial and later locations

of the firm. The extensive experience of the entrepreneur-founders may also give them more opportunities of

location choices. This prior knowledge also explains to a large extent why some professional business service

firms started international activities and also opened branches in foreign countries. These firms were led by

entrepreneurs with international experience, or with international networks originating from their former

work environment. The biomedical firms in contrast do not as yet have international branches, although they

are all active in international markets, both as a result of their former international experience and the nature

of their products. Entrepreneurs without international experience and with highly localized networks lead the

graphics-media firms. The entrepreneurs of the shipbuilding firms also have no international experience;

their networks are more often nationwide.

The founding conditions also have some effects on the possibility of changing the spatial organization,

depending on the amount of sunk costs involved in the initial and later locations. For example, enterprise R

still had to remain located at its initial site in order to keep important human resources and retain contacts

with important knowledge providers (within the legal structure of research contracts).

The initial resource providers and customers of entrepreneurial firms may have long-lasting effects on their

development paths in space. The micro firms that depend strongly on important customers are particularly

constrained in their locational behaviour. The evolving enterprises become less dependent on specific

customers and become multilocational in order to serve other customers.



The internal selection determines which of the many locational initiatives will be realized. Three
mechanisms explain the outcome of internal selection. First, the growth of the enterprise often
involves investments that are not, or at least far from fully, recoverable: sunk costs. These
investments may be made in physical and human resources that are fixed to the current location, or
at least the current region. These sunk costs make it reasonable to retain large parts of the spatial
organization and thus particularly constrain the locational flexibility of the enterprise. The second
mechanism enables more changes in the spatial organization. As enterprises in the early growth
phase create surplus resources these may be directed to finance new locational initiatives. Third,
through organizational learning and the attraction of new human resources, the enterprise may
acquire the competence to realize more complex forms of spatial organization, for example a
multiregional or even multinational spatial organization. Taking into account these characteristics of
locational initiatives and internal selection during the early growth phase, it can be considered
highly probable that an enterprise will move into larger premises within the home region and open
new branches there, or in other regions in the country. If few location-specific sunk costs are
involved, an enterprise may also choose to relocate to a better-suited location outside the region of
origin and, if the product market goes beyond the national boundaries, new international branches
may be started, depending on the institutional competences of the enterprise. Whether or not these
locational changes are successful in the longer term depends on the nature of the product markets
and labour markets on which the growing enterprise has become active.
Enterprises that are able to conduct their business without office or production space even until the
early growth phase do not accumulate many sunk costs and may have employees that are relatively
widely spread over the country. These factors have been observed in professional business service
enterprises that have left their region in (or just before) the early growth phase to enter their first
formal business location.

If for some reason the necessary development processes stagnate and an enterprise cannot solve
these problems adequately in the short term, a growth syndrome phase sets in. The problems that
emerge in this phase sometimes call for a solution that involves the closure of certain locations;
more rigorously, possibly only disinvestments can save the enterprise in this phase. The closure of
branches did not often occur in the group of enterprises studied, but if it happened it was most
likely to do so in the growth syndrome phase. Of course, branches can also be closed in other phases
as the result of a process of trial-and-error in locational evolution. Closure is most probable in the
growth syndrome phase since the internal problems, or external shocks that led to the entrance in
this phase often lead to financial problems. Closing units of the enterprise may resolve these
financial problems. The cause of the internal problems may also be directly related to the operation
of these branches since these enterprises may not (yet) be capable of coordinating a multi-unit
enterprise. In this case most probably branches outside the home region will be closed. The capital
market may prevent these closures if new financial resources are provided; important customers or
suppliers may be either helpful or lethal should they lend assistance, or create unfavourable payment
conditions.

Finally, the very small group of firms that actually manage to grow constantly on an independent
basis enter the accumulation phase. This accumulation may be based on new opportunities that
have been recognized and realized, or the surplus resources generated through market leadership,
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for example. The locational initiatives in this phase are often opportunity driven, but they may also
be solutions to shortages of production or office space. In this phase, even more sunk costs are
accumulated than in the early growth phase, constraining the closure of branches, or the removal of
the main office out of the region. Two other mechanisms enable changes in the spatial organization,
even more than in the early growth phase. First, the accumulation of resources creates excess
capacity, financial as well as managerial, that can be used for realizing locational initiatives. The
relatively large amount of financial resources also makes it possible to take over other firms and so
to expand into other regions. Second, more organizational learning and the attraction of more and
perhaps superior human resources improve the competence available to realize the setting up of new
branches over longer distances. Next to these two mechanisms, the realization of a multiregional
spatial organization may also ease the relocation of the main office out of the region of origin. If the
enterprise was already multi regional, the sunk costs effect might not be of a large magnitude, since
the location-specific investments in physical or human resources would be relatively small, or would
be taken over by another branch in the region of origin. The external selection environment in this
phase can to some extent be resisted. New branches that cannot survive on their own in their
specific selection environment may be retained, because resources transferred from other parts of the
enterprise support them. As a result of slack in the accumulation phase, the external selection
environment of new units can be resisted for a relatively long period. Although the external
selection environment can thus be resisted more than in other phases, the product and labour
market in particular still determine whether the production and sales at the locations chosen is
viable in the long term.
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Table 8.3 – Elements of the theory of locational evolution

Development phase Mechanisms in locational change

Locational initiative Internal selection Locational event* External selection

Start-up entrepreneurial social action; IR FR capital market
opportunity investment IN FN

IM FM

Initial survival problemistic search social action; product market
resource dependence;
investment

Early growth problemistic search; sunk costs; product market;
entrepreneurial investment; labour market
opportunity; managerial competence
opportunity

Growth syndrome problemistic search disinvestment capital market;
product market

Accumulation managerial opportunity; sunk costs; product market;
entrepreneurial investment; labour market
opportunity; competence
problemistic search

* see figure 8.1 for index matrix very probable probable improbable



It has often been stated that growing and larger firms exit their original region more often, because
they are less dependent on other organizations and have more resources than small firms to realize
such an exit. While this argument may seem convincing, it neglects the fact that these enterprises
have also probably accumulated relatively many sunk costs related to internal human and physical
resources. This fact holds in particular for enterprises that have made highly location-specific
investments that cannot easily be recovered in the case of exit.

In table 8.3, we have summarized the key mechanisms and outcomes in the elements of the model
of locational change per development phase. The outcomes in the spatial organization are
represented as the locational events in the six states of the spatial organization (see also figure 8.1).
They are coded as IR (Inert Regional), IN (Inert National), IM (Inert Multinational), FR (Flexible
Regional), FN (Flexible National), and FM (Flexible Multinational). The filling of these cells
representing types of locational events means very probable or probable occurrence; blank cells
imply an improbable occurrence.

If it is to be valuable, a new theory needs to generate new predictions, or explain phenomena that
the theories it integrates or compete with are not capable of explaining. In our view, the added value
of the theory of locational evolution is fourfold. First, most location theories focus on size or age as
independent variables, while this theory takes the development phases as the point of departure.
This distinction is particularly relevant in considering the different processes that dominate specific
phases. Second, the theory separates the consideration and the realization of locational changes in
the decision-making process. Third, this theory takes simultaneous account of the internal and
external evolutionary processes related to location. This factor explains why evolving enterprises
facing similar external selection environments reveal different locational behaviour. Fourth, this
theory explains the difference that entrepreneurs – as human agents – make in the locational
evolution of evolving enterprises. This factor is particularly relevant for explaining locational
initiatives and internal selection in the early development phases. Entrepreneurial opportunities and
the willingness to change have been revealed as important explanatory factors in this respect.

8.6 Summary

We started this chapter with a description of the sequence of locational events during the early life
course of micro firms and evolving enterprises. As expected, the micro firms do not change their
spatial organization very much, in contrast with most evolving enterprises. The exploration of the
relationship between development in time and locational events showed that specific locational
events were related to the characteristics of development phases.
How and why does the spatial organization of evolving enterprises change during their life course?
In order to address the ‘how’ question, an evolutionary process model of locational change was
constructed that provided insight into how changes in the spatial organization came about. This
process model consists of four elements: locational initiative and internal selection, and locational
events and external selection. In order to address the ‘why’ question, this process model of locational
change was combined with the development phases analysed in chapter 7. A theory of locational
evolution has been proposed that explains the dynamics of the spatial organization of evolving
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enterprises during their life course. This theory explains why different types of locational initiatives
emerge and whether or not they develop into a locational event, and which markets are most
relevant as external selection environments during the life course of evolving enterprises.

Appendix 8.1 Sequence of locational events

The different types of locational events were coded in order to find typical sequences of locational
events (cf. Abbott, 1995). These codes are shown in figure 8.5.

The successive locational events of an evolving enterprise make up its locational evolution. Table 8.4
shows the paths the evolving enterprises travelled in space. The path of each enterprise starts at the
start-up phase and can be traced through other phases in the life course. In general, locational
events involve the organic growth or decline of enterprises, but external growth may also be
involved. Two modes of external growth are identified here: Merger or sale (code M), and
Acquisition (code A). The addition of the relevant codes shows when a change in the state of the
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spatial organization goes hand in hand with external growth. For example, ‘A5’ signifies the
acquisition of a firm outside the home region. Some locational events occur simultaneously, for
example ‘90’ means exit from home-based to business premises outside the region of origin; ‘94’
means shifting the main office to a branch outside the home region and the closure of the former
main office (then a ‘branch’ in the initial home region).
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Table 8.4 – Locational events and locational evolution

Path type Enterprise Start-up Initial Early Syndrome Accumulation

survival growth

Inert regional (IR) D 0 1
F 0 1
J 0
O 01 1*
P 0 111
Q 0111
S 0 1
T 0 1
V 0 34
W 01** 1
Y 0 A3
a 0
b ***
c 0
e 0 1
f 0
g 0 1
h 0 1

Inert national (IN) [C] 0 15 6
E 0 111 11A511
I 0 515

Inert multinational [A] 0 1537851
(IM) [M] 0 1355 #88 357777

N 01 1757 57

Flexible regional U 01 9
(FR) d 90

Flexible national B 0 1553153 55596
(FN) G 90 1 5

H 0 A39 A55A5A5A55##
R 01M95
[X] 0 5 94*

Flexible multin.(FM) K 90177
L 90111 7

* after growth syndrome; ** after initial survival; *** stays home-based

# after accumulation; ## and at least 10 more new and acquired branches



Several enterprises did not start at business premises, but remained home-based until the initial
survival phase (enterprises c, d, C, G, and M) or even longer (enterprises J, K, L, and b). Within the
group of locationally adjusted enterprises we could make a subdivision into two categories. The first
category contains one-off locationally adjusted enterprises and multiple locationally adjusted
enterprises (in italics table 8.4). This subdivision could not be made within the group of locationally
flexible enterprises, since none of them made multiple exits. Second, there are enterprises that fail to
remain national (enterprises C and X) or multinational (enterprises A and M); these enterprises are
placed between [brackets] in the table. The paths in space are named after the most distant state in
the spatial organization that has been reached once.

Notes
1 It has been advocated that location decisions should be driven more often by strategic intent (Carter, 1996;

Pellenbarg, 1995; Pen, 2002). The PMLC can facilitate the formulation, implementation, and evaluation of the
location strategies of various enterprises. The model can lead to the empowerment of employees, since they can put
locational initiatives on the strategic agenda. The model also provides instruments for analysing the internal and
external environment of the enterprise in relation to changes in the spatial organization in different development
phases. A tool such as scenario planning (Van de Heyden, 1996) can be used for testing the fit between the
enterprise and the possible new environments that may be entered with changes in the spatial organization. So,
instead of making the time dimension central as is normally the case in scenario planning, the spatial dimension
can be added in the ongoing dynamics between the enterprise and its environments. This spatial dimension
involves the strategic entry and exit in spatially defined selection environments.

2 An economic boom period, similar to that during which most of the enterprises in this study were visited, may also
reduce the external selection pressures.

3 The necessary inputs are not localized, but ubiquitous on higher spatial levels (Maskell and Malmberg, 1999;
Weber, 1909). Maskell et al. (1998) see the process of ‘ubiquitification’ as an effect of globalization; many previously
localized capabilities and production factors have become ubiquities.

4 This proposition relates to the discussion about the ‘spatial margins of profitability’ and the ‘urban field’ in chapter
3: enterprises are not constrained by location to make a profitable business in a relatively large spatial area.

5 See Mohr (1982); Sayer (1992; 2000); Van de Ven (1993); Huber and Van de Ven (1995). Process theory is contrasted
with variance theory, which aims to account for the input factors (independent variables) that statistically explain
variations in some outcome criteria (dependent variables).

6 Chance is defined here in an Aristotelian sense as the intersection of two causally independent series of events (Van
Woudenberg, 2002, p.21). The term should not be confused with contingent. Something is contingent if it is not

necessary, which does not have to mean that it is improbable or unimportant (Van Woudenberg, 2002, p.23-24).
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9 Conclusions

9.1 Introduction

The general purpose of this study has been to improve our understanding of the locational evolution of
evolving enterprises. Two specific types of locational dynamics – becoming multiregional, and exiting
out of the region of origin – have been analysed and explained. The changing nature of the central
object – evolving enterprises – has been examined in order to establish an ultimate explanation of
the development of evolving enterprises in space and time. A model of locational change was
generated and a theory of locational evolution of evolving enterprises initiated. But, after all, what
have we learnt about the locational evolution of evolving enterprises? Chapters 6, 7, and 8 provided
answers to the central research questions and the research problem. These answers are discussed in
sections 9.2, 9.3, and 9.4. In section 9.5 we reflect on the three paradoxes with which we started this
study. We conclude with a discussion about the research implications of our study.

9.2 Enterprises in space and network relationships

We started chapter 6 with the question:

How and why do young enterprises locate outside their region of origin, and how and to what extent do the
personal relations of the entrepreneur and the inter-organizational relations of the enterprise affect these
changes in the spatial organization?

We distinguished two dimensions for answering these questions: locational flexibility and locational
adjustment. Locational adjustment – starting a branch outside the region of origin – is said to be less
disrupting than locational flexibility – moving the main office out of the region of origin. We did
not just sum up the relevant location factors, but provided theoretical explanations. Several
explanations could be given for these changes in the spatial organization. We learnt that spatial
economics, resource dependence, organizational capabilities, and social action theories offer
complementary, sometimes competing, explanations. For the explanation of locational flexibility, the
sunk costs and social ties mechanisms were found to be most relevant, originating from spatial
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economics and social action theory respectively. Locational adjustment was better explained by the
coordination competence and dynamic capability mechanism belonging to organizational
capabilities theory.
The second part of the question addressed involved the importance of the personal relationships of
the entrepreneur and the inter-organizational relationships of the enterprise for explaining the
changes in the spatial organization of evolving enterprises. This is at the heart of the embeddedness
discussion in fields such as economic geography, entrepreneurship studies, organization theory, and
strategic management. This embeddedness has been operationalized as the involvement of enterprises
in inter-organizational network relationships and of entrepreneurs in personal relationships. On the basis
of our findings, it can be said that relational explanations contribute in a modest way to the
explanation of the changes in the spatial organization of young enterprises. For locational
adjustment they play a direct role in the inter-organizational relationships with major customers.
For locational flexibility, personal relationships are important for explaining the lack of willingness
to move out of the region. Personal relationships also play an indirect role for both locational
adjustment and locational flexibility in the recognition of locational opportunities.

9.3 Enterprise paths in time

To enhance our comprehension of the role of the changing enterprise in its locational evolution, we
considered the subjoined research question in chapter 7.

How do evolving enterprises develop and grow over time?

It should be kept in mind that we have studied a very special group of firms: new enterprises that
have grown to a substantial size within their first five years of existence. Only few new enterprises
transform from a caterpillar into a butterfly, like evolving enterprises. We broke the enterprise paths
down into periods dominated by specific development processes. These periods were labelled
development phases; five distinct phases have been analysed: start-up; initial survival; early growth;
growth syndrome; accumulation. Taken together, the development processes imply an incremental
development, but a reorientation in which the strategy, mode of control, and organizational
structure were changed simultaneously has also been observed in our research sample.
The start-up phase is characterized by path dependence in many respects. The entrepreneur’s prior
knowledge conditions which opportunities are recognized for the new enterprise. An entrepreneur’s
prior work experience affects the nature of the emerging firm and the entrepreneurial network
relationships. The resource generation process is vital in the initial survival phase. All micro firms
analyzed stay in this phase, but the evolving enterprises studied enter the next phase, the early
growth phase. Several of the evolving enterprises took a relatively long time to enter this phase,
because they lacked the opportunity to expand, or faced internal and external constraints on growth.
After a while, the growth of some evolving enterprises stagnated, or even reversed. Five firms in a
growth syndrome phase initiated a reorientation; the growth syndrome triggered four of these
reorientations, while one reorientation triggered a growth syndrome. Only three of these
reorientations were implemented. And only ten of the twenty-five evolving enterprises studied have
embarked on a resource accumulation process. Four of these had to overcome a growth syndrome,
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but six just continued to grow after the early growth phase. In contrast with our expectations, the
accumulation phase was not characterized by any reorientations. These were only found to be
relevant as triggers or enablers of the accumulation phase. The accumulation process makes it
possible to grow not only in an organic way, but also in an external way, since firms in the
accumulation phase have the resources to acquire relatively large firms.
The term phase is not used here in the sense of a predictable sequential process, but as a way of
structuring the development of an evolving enterprise. Beyond its descriptive utility, this type of
temporal decomposition makes clear the constitution of comparative units of analysis for the
exploration of the interaction between development in time and development in space. An
understanding of the changing nature of the evolving enterprises was a necessary condition for the
analysis of the locational evolution in chapter 8.

9.4 Locational change and evolution

The central feature of the study has been the confrontation of the development in time and the
development in space (locational evolution) of evolving enterprises. The central research problem in
this study has been:

How and why does the spatial organization of evolving enterprises change during their life course?

Only very few enterprises have gone through a similar sequence of locational events during their life
course. The few that did so started at one location and never moved from it, or only expanded once
within their region of origin. For most of the evolving enterprises this locational evolution was
much more dynamic, involving multiple locational changes within, but also outside, the home
region. The explanation of this locational evolution is much more complex than the explanation of
just one locational event. We first explored the relationship between the development phase and
locational events. During the start-up and initial survival phase, the enterprises studied invested in
the first location and hardly changed their spatial organization at all. Change was not even
considered. In contrast, the early growth phase was full of locational dynamics, because expansion
space was needed, or new markets were developed. The surplus of resources generated in this phase
made these changes possible. Some enterprises faced growth problems and entered a growth
syndrome phase. In this phase, a status quo in the spatial organization can be observed. Only some
branches outside the region of origin were closed. Finally, the few firms that reached the
accumulation phase had the best opportunities to change their spatial organization. This was mostly
achieved by establishing new branches (nationally or internationally). This exploration has given us
an insight into how the spatial organization changes during the life course of evolving enterprises.
But we also want to know why these changes occur. Ultimately, we sought to explain the locational
evolution of evolving enterprises. This was achieved with a model of locational change and a theory
of locational evolution.

The model of locational change provides insight into how changes in the spatial organization come
about. The main thesis of the model asserts that:
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Locational initiatives have to be selected by the enterprise (internal selection) in order to become a
locational event. The resulting new form of spatial organization has to be selected by an external
environment (external selection) in order to be viable in the long run.

In figure 9.1 this thesis is depicted with the four key elements.

The locational initiatives involve the consideration to (dis)invest in a change in the spatial
organization of the enterprise. This initiative can be triggered by site and situational constraints
leading to a problemistic search as well as the recognition of entrepreneurial and managerial
opportunities. These locational initiatives have to be selected through an internal selection process
in which several investment projects compete for resources. Internal selection involves both the
ability of the enterprise and the willingness of the key actors to change the spatial organization. The
outcome of the internal selection process is either the preservation of the existing spatial
organization, or a change in this spatial organization. After a change in the form of spatial
organization has been realized, the enterprise has to survive in an external selection environment
with the resulting form of spatial organization. External selection involves the selection by market
environments of spatial units, or the complete enterprise with a specific spatial organization.
This model of locational change offers a heuristic to analyse locational change in the life course of
an evolving enterprise. We have considered not only the development in space – locational changes
– but also the development in time – development phases – and the interrelation or feedback
between these two dimensions of organizational development. The integration of the empirical
investigations and the theoretical exercises culminates in a theory of the locational evolution of
evolving enterprises. The basic model of locational change just represents one cycle, while an
enterprise path in space (locational evolution) may consist of many cycles (see figure 9.2). Every
cycle is to some extent an effect of the previous cycle and a cause of the subsequent cycle.
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Figure 9.1 – The four elements of the process model of locational change*
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A theory of locational evolution explains how and why the spatial organization of evolving
enterprises changes during their life course. Evolving enterprises are assumed to have different
characteristics in different development phases. Four elements appear to be relevant in this respect:
(a) the changing characteristics of the enterprise; (b) the firm’s changing external relationships; (c)
the changing role of the entrepreneur; (d) the entrepreneur’s changing personal relationships. The
nature of the locational initiatives and the internal selection affects the locational events that are
realized in the subsequent development phases. These locational events change the spatial nature of
the enterprise, which has to survive in an external selection environment. The result of this external
selection is that enterprises receive profits or losses from the environment. External selection
environments are shown to be different in the subsequent development phases. The spatial
dimension of these external selection environments is most important for the locational evolution,
since it affects the spatial organization, but may also be affected by the spatial organization of
evolving enterprises.

9.5 Entrepreneurship, space, and place: three paradoxes

We started this study with three paradoxes concerning entrepreneurship, space, and place. These
provided a broader perspective for the spatial organization of evolving (entrepreneurial) enterprises.
What can we say about these paradoxes at this moment? Did they prove to be relevant, and have
they lost their paradoxical nature?
The first paradox referred to non-economic economics. It is being increasingly recognized that the
economic competitiveness of most advanced economies depends on non-economic factors. These
are mostly to be found in social networks and the related concepts of trust and social capital (cf.
Harrison, 1992). In our research study, only the social ties of the entrepreneur seemed to be a non-
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Figure 9.2 – Locational evolution
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economic mechanism capable of explaining the spatial organization of evolving enterprises, or more
specifically, the lack of locational flexibility. Other non-economic mechanisms only seemed to be
relevant as contingent conditions, for example as personal problems triggering a locational change,
or indirectly when personal network relationships were helpful in recognizing opportunities that
triggered a locational change. The network paradigm – and perhaps even the network hype in the
social sciences in general and economic geography in particular (Cooke and Morgan, 1993) – has
proved fruitful in certain areas, especially in analysing learning and innovation in firms, clusters, and
regions (Boekema et al. 2000; Nooteboom, 2000). This value of this network paradigm has also
been observed in empirical studies in the Netherlands (Oerlemans et al., 2000; Wever and Stam,
1999). In our study regional clusters revealed to have only a very modest role in explaining the
spatial organization of evolving enterprises. The presumed attractiveness of regional clusters did not
in fact affect the dynamics in the spatial organization of evolving enterprises. We also investigated
the network paradigm directly in relation to the development of evolving enterprises in chapter 7.
Surprisingly, these networks seemed more important in the solution of problems than in the
transitions between development phases. Learning and innovation improves the competitiveness of
firms, but this is not closely related to the location decision-making that was the central issue in our
research. Location-decision making has more to do with investment decisions and competence
development, in which external social relationships only play a modest part. The locational changes
of evolving enterprises that increase their competitiveness depend only in a limited way on non-
economic factors.
The local and the global in the new economy stood central in the second paradox: the dissociation
between abstract flows in space and the concrete valorization, development, and strategic decision-
making in place. This paradox could be unravelled by asking whether globalization and localization
were relevant issues for the enterprises studied. Are these evolving enterprises globalized? Most are
not. Most have no international sales or inputs and even fewer have become multinational. Only the
shipbuilding enterprises active in a very specific market niche have international inputs and sales.
The biomedical enterprises are probably the most globalized, since their capital and most of their
strategic relationships are international. These biomedical enterprises are also very dependent on the
local academic infrastructure during their early life course. The graphics-media firms start with and
keep a local orientation during their life course, while the professional business service enterprises
often have a national reach, facilitated by the establishment of branches in several regions. So the
local scale is still highly relevant for evolving enterprises, while globalization does not have a large
direct effect on their functioning.
The last paradox centred on people in spaces and places in people: the need for anchors (to place) to
cope with modernity. This paradox brings human beings back on stage. Paraphrasing Torsten
Hägerstrand (1970), we may ponder: what about entrepreneurs as human beings in the study of
location? Entrepreneurs create evolving enterprises and determine their locational evolution for a
long time after the start-up. These entrepreneurs have a biography that formed their spatial identity
that may be local, but also cosmopolitan. Important members of their social context affected the
choices the entrepreneurs made and (perhaps more importantly) did not make in these enterprises.
It is the entrepreneurs who recognize the opportunities in places and markets with which they are
familiar. In short, entrepreneurs are social beings of flesh and blood acting in everyday
circumstances that affect the spatial organization of their enterprises. However, during the
development of an enterprise, the entrepreneur’s influence is likely to be taken over by other
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decision-makers with a more explicit managerial role. The contingent place conditions, especially
via the entrepreneur, are highly important, although the evolving enterprises become less affected by
a particular place as they develop and the importance of the entrepreneur diminishes. So
entrepreneurs need anchors (to place) to cope with modernity, but that is not to say they have an
enduring effect on the spatial organization of evolving enterprises in all the development phases.

9.6 Research implications

This study has implications for the concept of the firm in economic geography. To paraphrase
Robins and Gillespie (1992, p.149) and Jessop (2000, p.69), the spatial organization of evolving
professional business service enterprises (highly representative members of the current globalizing
knowledge-driven economy) shows ‘new and more complex articulations of the dynamics of
mobility and fixity.’ In these evolving professional business service enterprises, the separation
between work and home brought about by the industrial revolution is abolished. Within traditional
spatial science, organizations have been theorized as bounded units with a precise locational extent
(Del Casino et al. 2000, p.526), as a workplace distinct from the place of residence of the members
of the organization. However, with the shift from an industrial to a knowledge economy, new forms
of organization and work have evolved with less clear spatial demarcations. The network
organization and other flexible forms of labour and contractual relationships have affected the very
spatial nature of the enterprise. The professionals forming the business service enterprise do not
necessarily work at the location of their employer: they mostly work at the client’s site, or at home.
The enterprise is more often regarded as a meeting point than strictly as a place to work. This has at
least two consequences for the spatial organization of evolving professional business service
enterprises. First, the professionalization of the site may be delayed for quite a long time. These
enterprises can then be characterized as completely virtual, or network enterprises during the first
phases of their life course, and they will remain partly virtual when they enter the early growth and
subsequent phases. The second consequence is that the place of residence, or clients’ sites, may be
characterized as ‘temporary’ branches of the enterprise. This feature also relates to the specific
project type of organization that characterizes the user-producer relationships within the
professional business services, which requires a ‘temporary’ spatial proximity of the organizational
members involved. How the organizational structure and control in strategic decision-making,
technology, and other factors enable these virtual forms of spatial organization is an interesting
question that arose in the course of this study. The question may be explored and explained in future
research.

The present study can be complemented by other types of research concentrated on the same
research theme. At least four directions could be considered. First, an investigation of the enterprise
paths in time and space of a cohort with interviews from the start of the enterprises would prevent
‘retrospection’ bias. Second, an investigation of the enterprise paths over a longer term would reveal
which firms reached the accumulation phase, were taken over, or failed within a few years, and what
implications there were for their spatial organization. Third, investigating the ‘death,’ or non-
survival, of firms would preclude a ‘survivor’ bias; this approach might give some insight into the
effect of spatial organization on the survival chances of new firms. More light might also be shed on
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the role of different types of selection environments in the ex post coordination of locational events.
Fourth, computer simulations with agent-based models used for analysing the evolution of
phenomena that exhibit complex non-linear dynamics might be useful for analysing the locational
evolution of evolving enterprises. For running meaningful simulations, the outcomes of this study
could be used to estimate the range of values of simulation parameters.
Some interesting findings in this study concerning the role of entrepreneurs and entrepreneurial
actors deserve attention in future research. Three specific topics can be mentioned here. First, most
evolving enterprises are started by an entrepreneurial team and not by a ‘lonely hero’. This finding is
interesting in itself (see Dirks et al., 2002), but especially relevant for the study of locational
initiatives and internal selection processes in evolving enterprises. Does this ‘collective
entrepreneurship’ also mean that more locational initiatives are generated, and that certain of them
are blocked by members of the entrepreneurial team, while other initiatives could more readily be
realized by a team than solo-entrepreneurs? Second, the entrepreneurs of evolving enterprises have
often been involved in other new enterprises, or are involved in new start-ups. Although there has
been some research on serial and multiple entrepreneurship (Rosa, 1998; Rosa and Scott, 1999a;
1999b; Westhead and Wright, 1998), it is not known whether this has any effect on the spatial
organization of the enterprises of these entrepreneurs and what the implications for the localities of
these enterprises might be. Third, evolving enterprises that develop a decentralized mode of control
in the early growth phase or later seemed to stimulate locational initiatives. Entrepreneurs in
growing enterprises that decentralize the locus of decision-making enable other members to take
locational initiatives. These can improve the satisfaction of employees and increase the number of
product-market opportunities recognized. Employees may take action to improve the accessibility
of the workplace by starting new branches closer to their homes. The presence of these would
improve the ability of an enterprise to retain and attract valuable employees. More opportunities
could be recognized and realized if not only the entrepreneur, but also key employees were to take
locational initiatives related to these opportunities. Future research may reveal whether such
changes in the spatial organization lead to the growth of an enterprise.
Further research may also reveal the boundary conditions of the theory of locational evolution, since
it has been developed in only one specific country (the Netherlands) and in four specific industries
(professional business services, biomedical, shipbuilding, and graphics-media). This theory of
locational evolution of evolving enterprises is rooted in a post-disciplinary disciplinary social
science. To approach the research problem from one disciplinary angle is like looking at the growth
of a tree through a microscope. We need to build bridges between economics, sociology,
organization theory, strategic management, and entrepreneurship studies to engage in this problem
initially formulated in economic geography. The theory of the locational evolution of evolving
enterprises may be a special case in what has been referred to as ‘evolutionary economic geography’
(Boschma and Lambooy, 1999; Boschma and Frenken, 2003). This study has shown that the history
of entrepreneurs and enterprises in different places matters for the development of evolving
enterprises in time and space. Evolving enterprises transform from a caterpillar into a butterfly, and
even if they hardly leave their region of origin their spatial organization is highly dynamic.
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Samenvatting in het Nederlands

Waarom Vlinders niet Vertrekken 
Locationele evolutie van jonge snelgroeiende ondernemingen

Inleiding
In dit proefschrift staan jonge snelgroeiende ondernemingen centraal. Deze ondernemingen zijn
verantwoordelijk voor een groot deel van de werkgelegenheidscreatie in de regio’s waar zij zijn
gevestigd. Ze zijn ook vaak zeer dynamisch: ze veranderen als het ware van een rups in een vlinder
gedurende hun levensloop. Als nieuwe ondernemingen groeien, voldoet hun vestigingsplaats vaak
niet meer. De activiteiten en hulpbronnen van de onderneming moeten worden verplaatst naar een
andere locatie, of zelfs naar meerdere locaties. De ruimtelijke organisatie van de onderneming
verandert, hetzij via locationele aanpassing waarbij de hoofdvestiging ongewijzigd blijft maar andere
onderdelen van locatie veranderen, hetzij via locationele flexibiliteit waarbij de hoofdvestiging wordt
verplaatst. Het is mogelijk om de locationele evolutie van nieuwe ondernemingen te beschrijven en
te verklaren als de veranderingen in de ruimtelijke organisatie gedurende hun levensloop worden
onderzocht. De doelstelling van deze studie is inzicht te krijgen in deze locationele evolutie van
jonge snelgroeiende ondernemingen. De hiervan afgeleide probleemstelling van deze studie luidt:

Hoe en waarom verandert de ruimtelijke organisatie van jonge snelgroeiende ondernemingen gedurende
hun levensloop?

Veranderingen in de ruimtelijke organisatie zijn er in allerlei soorten. Er zijn marginale
veranderingen, bijvoorbeeld wanneer een grotere locatie wordt gezocht en betrokken binnen
dezelfde gemeente. Maar er zijn ook fundamentele veranderingen. Deze veranderingen kunnen een
grote impact hebben op zowel de stakeholders binnen als buiten de onderneming, vooral als deze
veranderingen plaatsvinden op een ruimtelijke schaal die de thuisregio overstijgt (dat wil zeggen
over een afstand van meer dan 50 kilometer van de initiële locatie). De relaties met deze
stakeholders, ook wel netwerkrelaties genoemd, worden niet alleen beïnvloed door deze regio-
overstijgende veranderingen in de ruimtelijke organisatie, maar kunnen ook verklaringen bieden
voor deze veranderingen. De eerste onderzoeksvraag luidt dan ook:

1. Hoe en waarom vestigen jonge ondernemingen zich buiten hun thuisregio, en hoe en in welke mate
beïnvloeden persoonlijke relaties van de ondernemer en inter-organisationele relaties van de onderneming
deze veranderingen in de ruimtelijke organisatie?
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Met deze vraag staan we stil bij de verklaring van de start van de eerste vestiging buiten de
thuisregio en de verplaatsing van de hoofdvestiging buiten de regio. Deze eerste onderzoeksvraag
houdt nog niet expliciet rekening met de speciale kenmerken van ons onderzoeksobject, dat zeer
dynamisch is en structureel kan veranderen. De tweede onderzoeksvraag richt zich dan ook op de
wijze waarop de onderneming verandert:

2. Hoe ontwikkelen en groeien nieuwe ondernemingen gedurende hun levensloop?

Het beantwoorden van deze twee onderzoeksvragen is noodzakelijk om uiteindelijk een antwoord
te geven op de eerdergenoemde probleemstelling.

Conceptueel raamwerk
Voordat deze onderzoeksvragen en de probleemstelling worden beantwoord, is de relevante
wetenschappelijke literatuur besproken. In hoofdstuk 2 wordt een contextuele benadering van
ondernemerschap gepresenteerd. Deze benadering is gebaseerd op constructief realisme. Deze basis
houdt in dat de cognitie van mensen zowel belichaamd als onlosmakelijk verbonden is met de
wereld om hen heen en hoe zij daarin handelen. De gesitueerdheid van handelen en cognitie heeft
als implicatie dat er geen ‘absolute’ antwoorden zijn op ‘perspectiefonafhankelijke’ vragen, maar
alleen objectieve oplossingen voor problemen die gesitueerd zijn in een bepaalde plaats, in een
bepaalde tijd. Voor het bestuderen van ondernemerschap betekent dit dat het handelen en de
cognitie van ondernemers altijd in haar specifieke tijdruimtelijke context geplaatst moet worden.
Drie specifieke analytische benaderingen die congruent zijn met deze contextuele benadering van
ondernemerschap zijn besproken. Deze benaderingen bieden analytische ‘gereedschappen’ om
sociaal-wetenschappelijke fenomenen te onderzoeken. Ten eerste is er de evolutionaire analyse die
zich richt op verandering met behulp van de evolutionaire processen variatie, selectie en retentie.
Ten tweede is voor de analyse van sociale fenomenen, zoals ondernemerschap in context,
institutionele analyse zeer waardevol voor het analyseren van zowel sociale actoren en sociale relaties
als sociale structuren en de hiermee gepaard gaande processen. Tenslotte biedt de tijdgeografie
instrumenten om de ruimtelijke context expliciet te analyseren. Deze drie analysewijzen bieden
inzichten in de bestudering van ondernemende actoren en de processen die zij in gang zetten
binnen een specifieke context. Er is uiteraard een wederzijdse beïnvloeding van ondernemerschap
en de context waarin dit plaatsvindt.

In hoofdstuk 3 worden vier theorieën over bedrijven en hun locatie besproken. Er bestaat nog geen
theorie die gericht is op de verklaring van de locatie van jonge snelgroeiende ondernemingen en de
dynamiek hierin. Twee van de vier besproken theorieën – ‘spatial economics’ en ‘resource
dependence’ – zijn al vaker toegepast op locatievraagstukken, maar nog niet op de verklaring van de
locatie van jonge snelgroeiende ondernemingen. De andere twee theorieën – ‘organizational
capabilities’ en ‘social action’ – zijn nog vrijwel niet toegepast op locatievraagstukken, maar zijn
veelbelovend omdat ze al eerder hebben aangetoond het gedrag van respectievelijk ondernemingen
en ondernemers te kunnen verklaren. De ‘spatial economics’ theorie gaat ervan uit dat bedrijven een
locatie kiezen die de minste afstands-transaktiekosten en productiekosten oplevert. Bedrijven
proberen hiermee hun winst te maximaliseren, maar kunnen dit vaak door cognitieve- en infor-
matiebeperkingen niet volledig realiseren. Ondernemingen kunnen zelfs op basis van niet-
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economische gronden een locatie kiezen, voor zover dat binnen de selectieomgeving (bijvoorbeeld
de afzet- en kapitaalmarkt) mogelijk is. De ‘resource dependence’ theorie kijkt niet slechts naar
ondernemingen en markten, maar gebruikt vooral machtsrelaties als verklaring voor het gedrag van
ondernemingen. Ondernemingen zijn organisaties die meestal niet zelfvoorzienend zijn en dus
afhankelijk zijn van andere organisaties. Macht is hier gedefinieerd als de mate waarin een
organisatie de resources die nodig zijn voor het functioneren van een andere organisatie kan
controleren. De assumptie in deze theorie is dat organisaties die hun afhankelijkheid weten te
minimaliseren (en dus onzekerheid over de uitwisseling van schaarse en belangrijke resources
verminderen) en hun autonomie weten te vergroten, het minst beperkt zijn in hun locatiegedrag. De
‘organizational capabilities’ theorie kijkt met name naar de resources die ondernemingen bezitten en
hoe deze worden ingezet als verklaring van het concurrentievermogen van ondernemingen. Voor de
verklaring van de locatie van ondernemingen kan deze theorie op twee manieren waardevol zijn.
Ten eerste kan de locatie van de onderneming een specifieke resource zijn die de onderneming
onderscheid van anderen en concurrentievoordeel oplevert. Ten tweede vereist het herkennen en
succesvol implementeren van nieuwe vormen van ruimtelijke organisatie specifieke vaardigheden die
niet elke onderneming tot haar beschikking heeft. Deze theorie biedt in tegenstelling tot de twee
voorgaande theorieën ook een goede verklaring voor het innovatievermogen van ondernemingen.
Tenslotte is de ‘social action’ theorie besproken waarin de motivatie van mensen centraal staat. Deze
theorie richt zich niet alleen op instrumentele rationaliteit zoals de voorgaande theorieën, maar
geeft ook inzicht in bijvoorbeeld waarde-oriëntaties die het handelen van mensen sturen. Vooral de
‘embeddedness’ benadering binnen deze theorie biedt veel aanknopingspunten voor de verklaring
van het gedrag van ondernemers en hun ondernemingen. Deze benadering beschouwt economisch
handelen (al het handelen met betrekking tot productie, consumptie en distributie) als ingebed in
netwerken van sociale relaties, en zowel gericht op het behalen van economische als niet-
economische doelen. Ondernemingen zijn in deze benadering het gevolg van interacties tussen
handelende individuen (sociale constructie), en niet het automatische gevolg van transactie-
kostenefficiëntie (het relatieve economische voordeel van het zelf maken binnen een onderneming
boven het inkopen op de markt). Deze benadering biedt verklaringen voor het gedrag van
ondernemers, dat wordt beïnvloed door niet-economische motieven, bijvoorbeeld via sociale
relaties. Dit leidt zowel tot een andere kijk op de onderneming – als een constellatie van netwerk
relaties bestuurd door sociale actoren – als op de ondernemer, wiens sociale netwerkrelaties bepaalde
veranderingen van de ruimtelijke organisatie van zijn onderneming zowel mogelijk maken als
beperken.

Deze vier theorieën bieden inzicht in de relatie tussen kenmerken van de ondernemer, de
onderneming, zijn omgeving en locatie. Echter, in deze studie staan jonge snelgroeiende
ondernemingen centraal, die structurele veranderingen ondergaan. Voor de bestudering van deze
dynamische ondernemingen is het noodzakelijk om inzicht in het ontwikkelingsproces van nieuwe
ondernemingen te hebben. In hoofdstuk 4 worden zowel procestheorieën over organisatie-
ontwikkeling als locationele evolutie besproken. Ten eerste komt het ‘organisatiegroei en crisis’
model aan de orde. Hierin staan de opeenvolgende stadia van de levensloop van ondernemingen
centraal. De groei van de onderneming binnen elk ontwikkelingsstadium leidt tot een crisis die
moet worden opgelost alvorens een nieuw ontwikkelingsstadium kan worden begonnen. De
ontwikkelingsprocessen gedurende de levensloop van de onderneming leiden tot een steeds
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professionelere organisatie. De tweede theorie gaat niet uit van een van tevoren vaststaand
ontwikkelingspad van ondernemingen, maar gaat er juist vanuit dat schokken in de bedrijfs-
omgeving aanleiding zijn voor radicale organisatieveranderingen. Dit ‘punctuated equilibrium’
model houdt echter ook rekening met de bestuurders van de organisatie die uiteindelijk wel of niet
tot een heroriëntatie besluiten. De derde theorie is specifiek ontwikkeld voor de verklaring van de
groei van nieuwe ondernemingen. Deze theorie richt zich vooral op de activiteiten van
ondernemingen met betrekking tot het oplossen van universele problemen gedurende het ontstaan
en de eerste groei van ondernemingen. Deze problemen hebben betrekking op de toegang tot, het
mobiliseren en genereren van resources. Het oplossen van deze problemen kan de basis vormen voor
de ontwikkeling van nieuwe vaardigheden. Deze ondernemingsspecifieke vaardigheden maken het
mogelijk om op veranderende kansen en bedreigingen te reageren of te anticiperen. Dit betekent
dat meerdere typen groeipaden mogelijk zijn, die kunnen worden verklaard door de dominantie van
bepaalde ontwikkelingsprocessen. Tenslotte gaat deze theorie er vanuit dat de ondernemings-
specifieke relaties met de bedrijfsomgeving van belang zijn voor de verklaring van de groeipaden van
deze ondernemingen.
De drie theorieën over de ontwikkeling van (nieuwe) organisaties worden geïntegreerd in een nieuw
levensloopmodel van de ontwikkeling van nieuwe ondernemingen. Dit model bestaat uit
afzonderlijke fasen – opstartfase, initiële overlevingsfase, vroege groeifase, groeisyndroomfase en de
accumulatiefase – die niet noodzakelijk sequentieel verlopen. Dit levensloopmodel biedt aankno-
pingspunten met theorieën uit hoofdstuk 3 en wordt gebruikt voor de analyse van de ontwikkeling
van jonge snelgroeiende ondernemingen in hoofdstuk 7. Het construeren van dit levensloopmodel
met fasen die worden gekenmerkt door specifieke ontwikkelingsprocessen biedt ook een basis voor
het analyseren van veranderingen in de ruimtelijke organisatie van jonge snelgroeiende onder-
nemingen gedurende hun levensloop. Er zijn enige aanknopingspunten met studies over de
locationele evolutie van ondernemingen. Hoewel deze studies niet op jonge snelgroeiende onder-
nemingen zijn gericht, kunnen er al wel enige verwachtingen worden geformuleerd. We verwachten
dat tijdens de eerste fasen in de levensloop de ondernemingen zich op een bedrijfslocatie vestigen
en daar blijven. Gedurende de vroege groeifase verwachten we dat de ondernemingen nieuwe
vestigingen opzetten zowel nationaal als internationaal. In de groeisyndroomfase is het waar-
schijnlijk dat multinationale ondernemingen vestigingen in het buitenland sluiten, terwijl in de
accumulatiefase juist het openen van nieuwe buitenlandse vestigingen verwacht wordt.
Ondanks de vele conceptuele studies op het terrein van de ontwikkeling van ondernemingen en hun
locationele evolutie, blijven nog vele kwesties onopgelost. Tot nu toe is er bij de verklaring van
locationele evolutie geen rekening gehouden met de veranderende aard van de (jonge snelgroeiende)
onderneming, en in het bijzonder de rol van de ondernemer. Tevens analyseren bestaande studies
wel de locationele aanpassing zeer grondig, maar wordt de locationele flexibiliteit (zeker buiten de
regio) vrijwel genegeerd. Deze kwesties zouden aan de hand van een levensloopbenadering, waarin
zowel rekening wordt gehouden met de veranderende structuur van de onderneming en de
veranderende rol van de ondernemer als de veranderende omgeving van de onderneming, beter
geanalyseerd kunnen worden. Tevens biedt een dergelijke levensloopbenadering mogelijkheden om
de interactie tussen de ontwikkeling van de onderneming en de veranderingen in de ruimtelijke
organisatie te analyseren en te verklaren.

190



Empirisch onderzoek
Om de ruimtelijke organisatie van jonge snelgroeiende ondernemingen te analyseren is een
empirisch onderzoek uitgevoerd naar de locationele evolutie van jonge snelgroeiende
ondernemingen die in Nederland zijn opgericht. In hoofdstuk 5 worden het onderzoeksontwerp en
de onderzoeksmethoden beschreven en verantwoord. Er is gekozen voor een ‘intensief ’
onderzoeksontwerp. Dit houdt in dat met name naar processen wordt gekeken, de uitkomsten
hiervan en de rol van actoren en hun sociale relaties. Het uiteindelijke doel van dit type onderzoek
is de verklaring van de totstandkoming van locatieveranderingen. In dit type onderzoek staan ‘hoe’
en ‘waarom’ vragen centraal, die ook het uitgangspunt vormen van ons onderzoek. Hiermee worden
uiteindelijk geen statistische generalisaties verkregen, maar analytische generalisaties. Dit wil
zeggen dat het achterhalen van mechanismen en hun effecten centraal staan, niet de mate waarin
deze voorkomen binnen een bepaalde populatie van onderzoeksobjecten. Binnen dit ‘intensieve’
onderzoeksontwerp is gekozen voor vergelijkende case studies. Hiermee is het mogelijk om
ondernemingen in hun context te bestuderen: zowel de ontwikkeling van de onderneming, de rol
van de ondernemer, zijn netwerkrelaties, de inter-organisationele relaties van de onderneming en de
bedrijfsomgeving. Zowel vergelijkbare als contrasterende cases zijn onderzocht om de verklarende
structuren en mechanismen voor de locationele evolutie van jonge snelgroeiende ondernemingen te
kunnen vaststellen. Deze cases zijn geselecteerd uit de Nederlandse populatie van zogenaamde
‘gazellen’: zelfstandige ondernemingen in stuwende sectoren, die tenminste 20 arbeidsplaatsen
hebben gecreëerd in hun eerste tien levensjaren, tussen de 5 en 11 jaar oud zijn, en waarin de
oprichter(s) nog steeds actief is. Na een telefonisch onderzoek bleef een onderzoekspopulatie over
van 174 ondernemingen die aan alle criteria voldeden. Slechts 9 van de 174 gazellen in de
onderzoekspopulatie bleken uit hun regio verplaatst te zijn. Jonge snelgroeiende ondernemingen
vertrekken vrijwel nooit uit de regio waar ze zijn opgericht: “Vlinders vertrekken niet”. Dit was een
reden om naast de locationele flexibiliteit ook de locationele aanpassing (het openen en sluiten van
nevenvestigingen) te onderzoeken. De uiteindelijke onderzoeksgroep bestond uit 25 jonge snel-
groeiende ondernemingen en een contrastgroep van 8 niet gegroeide micro ondernemingen. Binnen
deze onderzoeksgroep zijn – op één na – alle gazellen vertegenwoordigd uit de onderzoekspopulatie
die hun oorspronkelijke regio hebben verlaten gedurende hun levensloop. Elke onderneming in de
onderzoeksgroep is tenminste één keer bezocht om (één van) de oprichter(s) te interviewen. Dit
interview bestond naast algemene vragen over de ontwikkeling en locatie van de onderneming, en
de kenmerken van de ondernemer en zijn netwerkrelaties, uit een levensloopanalyse van de
onderneming. Voor dit laatste is de zogenaamde kritische incidenten techniek gebruikt. Hiermee
zijn de belangrijkste gebeurtenissen en ontwikkelingen gedurende de levensloop van de
onderneming geanalyseerd. In dit onderdeel van het interview is ook in het bijzonder aandacht
besteed aan de rol van netwerkrelaties bij deze gebeurtenissen en ontwikkelingen, en de samenhang
met de locatie(-veranderingen) van de onderneming.

In hoofdstuk 6 hebben we de eerste onderzoeksvraag – “Hoe en waarom vestigen jonge
ondernemingen zich buiten hun thuisregio, en hoe en in welke mate beïnvloeden persoonlijke
relaties van de ondernemer en inter-organisationele relaties van de onderneming deze
veranderingen in de ruimtelijke organisatie?” – beantwoord. We hebben twee dimensies in de ruim-
telijke organisatie onderscheiden voor het beantwoorden van deze vraag: locationele flexibiliteit en
locationele aanpassing. Een kleine groep van jonge snelgroeiende ondernemingen heeft zelfs haar
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ruimtelijke organisatie op beide dimensies veranderd, daar ze zowel het hoofdkantoor buiten de
herkomstregio hebben verplaatst als dat ze multiregionaal of zelfs multinationaal zijn geworden.
We hebben vier verschillende theoretische interpretaties gebruikt bij het verklaren van deze
belangrijke veranderingen in de ruimtelijke organisatie. Voor de verklaring van de locationele
flexibiliteit blijken de ‘spatial economics’ en ‘social action’ theorieën het meest relevant als verklaring.
De twee relevante mechanismen waren respectievelijk de ‘verzonken kosten’ – de gedane inves-
teringen die verloren zouden gaan bij een verplaatsing over lange afstand – en de ‘sociale bindingen’
– de persoonlijke relaties van de ondernemer die hem ervan weerhouden om de onderneming over
lange afstand te verplaatsen. Locationele aanpassing kan beter verklaard worden met de
‘organizational capabilities’ theorie. Voor locationele aanpassing blijken specifieke vaardigheden
noodzakelijk te zijn om een nieuwe vestiging buiten de regio te starten.
Het tweede gedeelte van de eerste onderzoeksvraag had betrekking op de rol van de persoonlijke
relaties van de ondernemer en de inter-organisationele relaties van de onderneming in de
veranderingen van de ruimtelijke organisatie van jonge snelgroeiende ondernemingen. De rol van
dergelijke netwerkrelaties in het gedrag en de performance van ondernemingen staat centraal in de
recente ‘embeddedness’ discussie in wetenschappelijke velden als economische geografie,
organisatietheorie, strategisch management en ondernemerschapsstudies. Op basis van de
onderzoeksuitkomsten in hoofdstuk 6 kan gezegd worden dat de sociale relaties van de ondernemer
een belangrijke verklaring vormen voor het niet buiten de regio willen verplaatsen van de
onderneming. Voor de verklaring van locationele aanpassing van ondernemingen spelen de inter-
organisationele relaties een bescheiden rol in de vorm van de ontwikkeling van belangrijke klanten
waarvan de onderneming dusdanig afhankelijk is dat ze deze volgen met vestigingen buiten de
thuisregio. Hiernaast kunnen persoonlijke netwerkrelaties van belang zijn in het herkennen van
kansen die op nieuwe locaties gerealiseerd kunnen worden, en spelen ze op deze wijze nog een
indirecte rol in de verklaring van zowel locationele aanpassing als locationele flexibiliteit.

Het uitzonderlijke type onderneming  dat het onderzoeksobject vormt van deze studie staat centraal
in hoofdstuk 7. In dit hoofdstuk wordt de tweede onderzoeksvraag – “Hoe ontwikkelen en groeien
nieuwe ondernemingen gedurende hun levensloop?” – beantwoord. We hebben de ontwikkelings-
paden van deze ondernemingen opgesplitst in perioden die worden gedomineerd door specifieke
ontwikkelingsprocessen. Vijf specifieke ontwikkelingsfasen zijn onderscheiden: opstartfase, initiële
overlevingsfase, vroege groeifase, groeisyndroomfase en de accumulatiefase. Deze ontwikkelings-
processen impliceren in eerste instantie een incrementele ontwikkeling, maar sommige
ondernemingen ondergaan ook een complete heroriëntatie waarbij tegelijkertijd zowel de strategie,
de wijze van besturen als de organisatiestructuur worden veranderd.
Per definitie is de eerste fase in de levensloop van een onderneming de opstartfase. In deze fase is
het noodzakelijk dat de ondernemer een kans herkent en de toegang tot resources heeft om deze
kans te realiseren met een nieuwe onderneming. Als de onderneming vervolgens op een succesvolle
wijze goederen of diensten op een markt kan afzetten is het in de initiële overlevingsfase aanbeland.
In deze fase heeft het zijn bestaansrecht in een bepaalde afzetmarkt bewezen. Voor het genereren
van opbrengsten is het mobiliseren van resources een eerste vereiste. De aard van de onderneming
wordt met name in deze eerste fasen van de levensloop in grote mate beïnvloed door de
werkervaring van de ondernemer.
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Voor succesvolle groei in de vroege groeifase is het noodzakelijk om nieuwe investeringen te
realiseren. Deze nieuwe investeringen kunnen worden mogelijk gemaakt door zowel externe (de
groei van een bestaande product-markt of het creëren van een nieuwe product-markt) als interne
omstandigheden (efficiëntere organisatie van de productie). Voor meerdere jonge snelgroeiende
ondernemingen duurt het tamelijk lang (3 tot 5 jaar) voordat ze deze vroege groeifase bereiken. Dit
kan zowel door beperkingen als door het tijdelijk niet aanwezig zijn van geschikte kansen verklaard
worden. Opvallend vaak blijkt de groei van jonge ondernemingen te stagneren of zelfs om te slaan
in krimp na een initiële groeifase. Ze kunnen dan zelfs in de groeisyndroomfase komen. Deze kan
veroorzaakt worden door allerlei problemen (bijvoorbeeld door conflicten binnen het ondernemers-
team, problemen met de organisatiestructuur of door een gebrek aan vaardigheden), die leiden tot
een afname in het genereren van opbrengsten, het mobiliseren van resources en uiteindelijk zelfs tot
een afname van de toegang tot resources. Slechts de minderheid van de jonge snelgroeiende
ondernemingen die zijn onderzocht (10 van de 25) is er in geslaagd om op een relatief onafhan-
kelijke basis continu te groeien. Deze ondernemingen zijn de accumulatiefase binnengetreden. Deze
ondernemingen zijn zelfstandige organisaties geworden die zowel in grote mate onafhankelijk zijn
geworden van externe organisaties, als van interne actoren. Het accumulatieproces maakt het
mogelijk om ook met overnames te groeien. Tijdens de levensloop van deze jonge snelgroeiende
ondernemingen blijken vele structuurveranderingen zowel binnen de onderneming
(besluitvormingsstructuur en de organisatiestructuur) als in haar externe netwerk (persoonlijke
netwerk van de ondernemer en inter-organisationele netwerk van de onderneming) plaats te vinden.
Het levensloopmodel heeft niet alleen een beschrijvende en analytische waarde voor de bestudering
van de groei van ondernemingen, maar maakt het ook mogelijk om de interactie tussen de
ontwikkeling en de ruimtelijke organisatie van de onderneming in de levensloop te analyseren.
Inzicht in de veranderende aard van de jonge snelgroeiende ondernemingen is een noodzakelijke
voorwaarde voor de analyse van de ondernemingspaden in zowel de tijd als de ruimte in hoofdstuk
8.

Het sluitstuk van deze studie is de confrontatie van de ontwikkeling in de tijd en de ontwikkeling in
de ruimte van jonge snelgroeiende ondernemingen. Het beantwoorden van de probleemstelling –
“Hoe en waarom verandert de ruimtelijke organisatie van jonge snelgroeiende ondernemingen
gedurende hun levensloop?” – staat centraal in hoofdstuk 8. Jonge snelgroeiende ondernemingen
blijken een zeer dynamische locationele evolutie door te maken, met meerdere locatieveranderingen
zowel binnen als buiten de regio. De verklaring van deze locationele evolutie van ondernemingen is
veel gecompliceerder dan de verklaring van één locatieverandering. We hebben eerst de relatie
tussen de ontwikkelingsfasen en de locatieveranderingen onderzocht. Tijdens de opstart en initiële
overlevingsfase investeerden de ondernemingen in hun eerste vestigingsplaats en veranderen ze hun
ruimtelijke organisatie vrijwel niet, ze overwegen het meestal niet eens. In de vroege groeifase zijn
er echter zeer veel locatieveranderingen, omdat veelal uitbreidingsruimte benodigd is of omdat
nieuwe markten worden ontwikkeld. Het surplus aan resources in deze fase maakt deze ver-
anderingen ook mogelijk. De ondernemingen die door problemen in de groeisyndroomfase
aanbelanden, worden gekenmerkt door een status quo in de ruimtelijke organisatie, of hooguit de
sluiting van vestigingen buiten de thuisregio. De ondernemingen die de accumulatiefase bereiken,
hebben de beste mogelijkheden om hun ruimtelijke organisatie te veranderen. Dit gebeurt dan ook,
veelal in de vorm van nieuwe nationale of internationale vestigingen. Vrijwel alle jonge
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ondernemingen blijven met hun hoofdvestiging in de regio waar ze zijn opgericht. De
ondernemingen die wel hun hoofdvestiging buiten de regio verplaatsen doen dat voordat ze
gegroeid zijn (als ze nog vrijwel geen ‘verzonken kosten’ hebben), of nadat ze multilocationeel zijn
geworden (waarbij ze dan een nevenvestiging achterlaten in de oorspronkelijke regio). Na deze
exploratie van de relatie tussen ontwikkelingsfasen en locatieveranderingen willen we echter ook
weten waarom deze veranderingen zijn opgetreden (of niet zijn opgetreden!), en willen we
uiteindelijk de locationele evolutie van jonge snelgroeiende ondernemingen kunnen verklaren. Dit
wordt gedaan met de constructie van respectievelijk een procesmodel van locatieverandering en een
theorie van locationele evolutie. Dit model en deze theorie leunen sterk op de grondslagen voor het
theoretiseren van ondernemerschap in context, zoals die in hoofdstuk 2 zijn besproken.
Het procesmodel van locatieveranderingen geeft inzicht in hoe veranderingen in de ruimtelijke
organisatie ontstaan en tot stand komen (zie figuur 8.2). Het model is gedeeltelijk gebaseerd op
hoofdstuk 6, waarin reeds een onderscheid is gemaakt tussen het overwegen van een verandering in
de ruimtelijke organisatie en het uiteindelijk realiseren van deze verandering. Dit kan in het model
worden teruggevonden als ‘locatie-initiatief ’ en ‘interne selectie’ respectievelijk. Locatie-initiatief
omvat de overweging om te (des)investeren in een verandering van de ruimtelijke organisatie van de
onderneming. Dit locatie-initiatief kan zowel ontstaan door beperkingen ter plekke of in de
omgeving van de onderneming, wat leidt tot probleemgestuurd zoeken, als door het herkennen van
‘entrepreneurial’ of ‘managerial’ kansen. Deze locatie-initiatieven moeten worden geselecteerd in
een interne selectieomgeving, waarin diverse investeringsprojecten concurreren om resources.
Interne selectie omvat zowel de bekwaamheid van de onderneming als de bereidvaardigheid van
sleutelfiguren om de ruimtelijke organisatie te veranderen. De uitkomst van dit interne selectie-
proces is het behoud van de initiële ruimtelijke organisatie of de verandering van de ruimtelijke
organisatie met een locatieverandering, die leidt tot een nieuwe vorm van ruimtelijke organisatie.
Echter, nadat een locatieverandering is gerealiseerd moet de onderneming met deze nieuwe
ruimtelijke organisatie nog haar levensvatbaarheid in een externe selectieomgeving (veelal een
afzetmarkt) bewijzen. Dit element is ook in het model opgenomen. De centrale stelling van het
model is: “Locatie-initiatieven moeten geselecteerd worden door de onderneming (interne selectie)
om een locatieverandering tot stand te brengen. De resulterende nieuwe vorm van ruimtelijke
organisatie moet vervolgens geselecteerd worden door de externe selectieomgeving (externe selectie)
om levensvatbaar te zijn in de lange termijn”. Dit procesmodel van locatieverandering biedt een
heuristiek om locatieveranderingen te analyseren gedurende de levensloop van jonge snelgroeiende
ondernemingen. Dit brengt ons bij de interactie tussen de ontwikkeling in de ruimte en in de tijd,
de twee dimensies van organisatieontwikkeling die centraal staan in deze studie. Uiteindelijk
hebben we een theorie van locationele evolutie van jonge snelgroeiende ondernemingen
samengesteld. Het basale model van locatieverandering representeert slechts één cyclus van
locatieverandering, terwijl locationele evolutie uit meerdere cycli kan bestaan (zie figuur 8.4). Deze
cycli vormen een continuïteit van oorzaak en gevolg, zonder een van tevoren vaststaand eindpunt.
Elke cyclus is in bepaalde mate een effect van de vorige cyclus en een oorzaak van de volgende
cyclus. De theorie van locationele evolutie is bedoeld om te verklaren hoe en waarom de ruimtelijke
organisatie van (jonge snelgroeiende) ondernemingen verandert gedurende hun levensloop. De
kenmerken van jonge snelgroeiende ondernemingen verschillen per ontwikkelingsfase. Er moet
rekening gehouden worden met deze veranderende kenmerken van de onderneming (bijvoorbeeld
de ‘verzonken kosten’, competenties, financiële middelen en organisatiestructuur) en haar externe
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relaties (afhankelijkheid van andere organisaties), en de veranderende rol van de ondernemer
(bijvoorbeeld in de strategische besluitvorming) en zijn persoonlijke relaties om het ontstaan van
locatie-initiatieven te begrijpen en interne selectie te verklaren. De veranderende aard van de
locatie-initiatieven en de interne selectie beïnvloedt de locatieveranderingen die gerealiseerd worden
in de opeenvolgende ontwikkelingsfasen. Door deze locatieveranderingen wijzigt de ruimtelijke
organisatie van de onderneming, die hiermee moet overleven in een externe selectieomgeving.
Zowel de aard als het belang van de diverse typen selectieomgeving veranderen in de levensloop van
jonge snelgroeiende ondernemingen.

Conclusies
Wat is uiteindelijk de toegevoegde waarde van deze studie? In conceptueel opzicht zijn nieuwe
grondslagen van onderzoek naar ondernemerschap en theorieën over de locatie van jonge
(snelgroeiende) ondernemingen ontwikkeld. Door middel van empirisch onderzoek is de waarde
van deze nieuwe theorieën en met name de rol van netwerken in de verklaring van twee belangrijke
typen veranderingen in de ruimtelijke organisatie van jonge ondernemingen – het opzetten van een
vestiging buiten de regio en vertrek uit de regio – achterhaald. Met name mechanismen uit de
‘organizational capabilities’ theorie bleken relevant te zijn voor de verklaring de locationele
aanpassing van jonge ondernemingen, terwijl mechanismen uit zowel de ‘spatial economics’ als
‘social action’ theorie (het gebrek aan) locationele flexibiliteit verklaarden. Netwerkrelaties bleken in
meerdere opzichten een rol te spelen in de verklaring van locationele aanpassing en locationele
flexibiliteit. In tegenstelling tot de verwachting blijken regionale clusters echter vrijwel geen rol te
spelen in de verklaring van de ruimtelijke organisatie van jonge (snelgroeiende) ondernemingen.
Het bestuderen van de rol van de ondernemer(s), de kansen die zij waarnemen, de resources en het
oplossen van hieraan gerelateerde problemen heeft het inzicht vergroot in de wijze waarop nieuwe
ondernemingen zich kunnen ontwikkelen tot middelgrote ondernemingen.
De grootste toegevoegde waarde ligt in de integratie van de analyse van de ontwikkeling in de tijd
en in de ruimte van nieuwe ondernemingen. Micro ondernemingen (de grootste groep binnen een
cohort nieuwe ondernemingen) vertonen weinig dynamiek in hun locationele evolutie. Echter,
jonge snelgroeiende ondernemingen (de kleine groep die verantwoordelijk is voor het leeuwendeel
van de werkgelegenheidscreatie van nieuwe ondernemingen) laten juist wel een zeer dynamische
locationele evolutie zien. Deze studie toont aan welke mechanismen relevant zijn ter verklaring van
de ruimtelijke organisatie in de onderscheiden ontwikkelingsfasen.
Deze studie kan worden gezien als een aanzet tot een microfundering van evolutionaire
economische geografie en tevens als een herwaardering van de tijdgeografie als analysekader voor
ondernemerschap en de ontwikkeling van nieuwe ondernemingen.
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Appendix I Interview outline
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Appendix II Case study firms and

interviewees

Evolving enterprise Interviewee
ABC Arkenbouw K. Koffeman
Anonymous I (professional business service) –
Anonymous II (biomedical) –
Anonymous III (professional business service) –
AVP Europe (Resolve) N.W.L. Osse
Baas & Roost L.J. Baas
Bikker L. Bikker
Blauw Research K. de Jong
Calder Groep M. Touwen
Committed Consultancy M. Pabst
E-Office R. Hameeteman
E & S Groep S.F. Simonsma
Furore R. Wertheim
GVO Grafisch Bedrijf A.E.F. Tamminga
Holland Composites P.J. Dwarshuis
IQ Corporation R. Lageveen
IsoTis C. van Blitterswijk
2K Kennis en Kunde G.F.M. Geenen
Kooyenga Groep R. Kooyenga
MPE Industriële Automatisering A. Manders
Pallas Athena J. Hoogland
Paso H. Sluiman
Pentascope L. Pater
U-BiSys (Crucell) T. Logtenberg
Reproscan E. Feith
True Colours Nederland A. Diephuis
Vitters Shipyard J.G. Vitters
Vosta A. Verhoeff
WVRConsult L. Warmerdam
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Micro enterprise Interviewee
Cascona Jachtbouw R.M. de Groot
CAZ adviesbureau C. van der Velden
Machnet E.G.J. Beerens
Oosterlaken Kantoorautomatisering J. Oosterlaken
Poiesis D. Stoel
PR Offset P. Piron
QM Communication P. Vroom
Threels & Partners J. Bloemkolk
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