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Introduction

Can a community have a truly healthy, growing entrepreneurial ecosystem
unless all segments of the community have access to the tools and resources
to develop as entrepreneurs. The Kauffman Foundation uses the mantra
of ‘zero barriers’, that is, if some groups have barriers to entrepreneurship
then it holds back the entire ecosystem. Thus, ecosystem building needs to
actively focus on inclusion. This chapter provides an overview of the key
aspects of how to develop entrepreneurial ecosystems inclusively. Further, it
discusses how a focus on true inclusion is a ‘rising tide strategy’ that lifts all
entrepreneurial boats in the community. The chapter offers actionable policy
recommendations for communities.

Back in the 1980s, Massachusetts (USA) handed over the keys to
running the economy to some brilliant tech executives. The result was the
‘Massachusetts Miracle’ where a booming tech economy soared to promi-
nence… then toppled, in large part because the rest of the economy failed
to follow suit. One could argue that Japan’s rise in the 1970s and early
1980s came on the back of a similar strategy that overwhelmingly focused
on backing the most successful firms in the most successful industries. That

N. Krueger (B)
College of Advanced Studies, University of Phoenix, Boise, Idaho, USA

Entrepreneurship Northwest, Boise, Idaho, USA

© The Author(s), under exclusive license to Springer Nature
Switzerland AG 2021
T. M. Cooney (ed.), The Palgrave Handbook of Minority Entrepreneurship,
https://doi.org/10.1007/978-3-030-66603-3_6

117

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-66603-3_6&domain=pdf
https://doi.org/10.1007/978-3-030-66603-3_6


118 N. Krueger

too fell back to earth soon enough. Economic history is rife with examples
where a narrow focus, even when carefully strategised, had only a temporary
impact. So how might populations that are under-represented in start-ups be
best supported in terms of entrepreneurial activity?

It is not surprising then that ‘rising tide’ strategies for economic and
community development usually work best. In Europe, the eponymous
Smart Specialisation programme works well where an area of strong local
expertise is accompanied by strong connectivity across the local economy.
Similarly, in the USA, it can be seen that asset-based community development
(ABCD) which builds on a community’s strengths typically outperforms the
usual needs-based development, but only if it also emphasises connectivity
and breadth (Kretzmann and McKnight 1996). Nonetheless, the need for
genuinely ‘rising tide’ development strategies is even more important as it
relates to sub-populations. For example, for many policymakers the critical
issue is how to spawn and nurture high-growth firms and the ecosystem
model offers some new insights. Indeed, the OECD commissioned a seminal
workshop1 that brought together a diverse set of experts on what was then
(and perhaps still remains) a nascent topic of inquiry on entrepreneurial
ecosystems (Mason and Brown 2014).

Academic research lags practitioner work in entrepreneurial ecosystems,
but organisations such as the Ewing Marion Kauffman Foundation (2017,
2019) are finding that lowering barriers to under-represented populations
tends to lift all boats. Despite academic research being quite limited with
respect to under-represented populations in entrepreneurial ecosystems, there
has been some excellent work regarding those under-represented populations
and entrepreneurship (e.g. Bates et al. 2018; Cooney 2008; Edelman et al.
2010). Part of why academic research on ecosystems has lagged is because it
is as messy as the subject matter itself. To that end, the Kauffman Founda-
tion recently embarked on a major overarching strategy called ‘Zero Barriers’
whose ultimate goal is to identify, then minimise or eliminate, dysfunc-
tional barriers to entrepreneurial activity. A very useful place to start is with
the barriers facing significantly under-represented groups. Is that population
under-represented (or over-represented) because of a structural barrier, real or
perceived? If so, what can be done to minimise or eliminate the barrier?

1https://www.oecd.org/cfe/leed/entrepreneurialecosystemsandgrowth-orientedentrepreneurshipwor
kshop-netherlands.htm.

https://www.oecd.org/cfe/leed/entrepreneurialecosystemsandgrowth-orientedentrepreneurshipworkshop-netherlands.htm
https://www.oecd.org/cfe/leed/entrepreneurialecosystemsandgrowth-orientedentrepreneurshipworkshop-netherlands.htm
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Precipitating Factors

Shapero (1975) was one of the first researchers to explore what conditions
impede or facilitate entrepreneurial action. His model of the entrepreneurial
event is still applicable today, but before digging too deeply, one particular
facet of the model is especially valuable here to understanding how barriers
fit into ecosystems. Shapero proposed a process model where individuals may
perceive prospective action as an opportunity, but whether they act upon the
opportunity was a function of other phenomena (Shapero and Sokol 1982).
He had noted that behaviour is typically triggered by what he called a ‘precip-
itating factor’2 whose perceived presence or absence represents a barrier. He
conceived this precipitating factor as something that interrupted the inertia or
momentum of human behaviour and permits re-equilibration of the system.
The precipitating factor could be either positive or negative, that is one might
spur action by adding a facilitator or by removing a hindrance. Indeed, the
barrier can potentially be the absence of a facilitator or the presence of a
hurdle. A person might normally think of barriers as the latter, but it can be a
very fine line and one with profound implications for achieving zero barriers.
If the underlying issue is getting a venture financed, is it the absence of capital
access or the presence of actual barriers? How a person can make attribu-
tions of causality is surprisingly critical. Whether the attribution is negative
or positive can matter considerably. In this case, consider that an entrepreneur
might say: ‘there is a shortage of equity capital’ (pessimistic); or he/she might
say: ‘I need to learn how to raise capital’ (optimistic). Effective mentoring
programs are thus central to lower barriers to the under-represented.3 To
zero out barriers, it is important to understand how entrepreneurs make
sense of their situation. Moreover, barriers can be very real, but one can
also perceive non-existent barriers as impenetrable or turn what appears to
be a tangible barrier into an opportunity. Research into high-growth immi-
grant entrepreneurs found none were able to raise external equity, yet all grew
rapidly (Kumar and Krueger 2012). They were ‘forced’ into bootstrapping to
phenomenal success (just like the vast majority of Inc.500 growth firms).

Advice to communities: One important key to growing a healthy
entrepreneurial ecosystem will be to show prospective entrepreneurs that some
important barriers (real or perceived) are less daunting than they think or

2Such a slight nudge would cause a supersaturated solution to precipitate into a solid or how a speck
of dust might precipitate moist air into rain (or why it is called ‘precipitation’).
3e.g., see www.venturecapital.org & WomenGetFunded.com. Also, funders like Portfolia (https://
www.portfolia.co/) & Next Wave Impact (https://nextwaveimpact.com/).

http://www.venturecapital.org
http://WomenGetFunded.com
https://www.portfolia.co/
https://www.portfolia.co/
https://nextwaveimpact.com/


120 N. Krueger

even illusory. Put another way, healthy entrepreneurial ecosystems and growing
healthy entrepreneurial activity require managing not just tangible barriers,
but also intangible barriers.

Shapero’s model is largely homomorphic to the dominant model of human
behavioural intentions, the well-known Theory of Planned Behaviour (Ajzen
1991). Despite differences (such as Shapero including action-focused vari-
ables), both models share one important reality, a prospective course of action
is most likely actionable if a person perceives it as desirable and if that person
also perceives it as feasible.

Cognitively, one’s evoked set of opportunities are those actions that are
perceived as feasible and desirable. Of course these perceptions need not
be accurate! Whether something is desirable is hostage to one’s experiences,
social and family norms, and even familiarity. In many communities, what
is known about the realities of the start-up life derive from popular writing,
television shows, etc., not from actual personal or vicarious exposure. It is
thus important to help those who have not had that experience to get that
tacit knowledge. If a person never sees a successful entrepreneur who looks
like oneself, that can readily dampen one’s judgement of whether a venture
is desirable or feasible (and probably skew it as well). Similarly, if a person
does not see an ecosystem builder who looks like oneself that will also likely
slow one’s progress as well. The entrepreneurial potential of an ecosystem is
a function of its potential entrepreneurs (both quality and quantity). This is
not just related to how many in a community perceive entrepreneurial activity
as both desirable and feasible, but also the different types of entrepreneurial
activity in which they can engage (Krueger and Brazeal 1994; Krueger
2020). Experienced ecosystem builders like the USA-based SourceLink find
that infrastructure matters, both tangible and intangible (Meyers and Hodel
2017).

Advice for Communities : Develop effectively both human capital and social
capital .

Cognitive and Social Infrastructure

While communities can usually identify tangible barriers (e.g. that minori-
ties receive a disproportionately smaller share of resources), it is vital
to also monitor the intangibles (Krueger 2000). How many people see
entrepreneurial activity as desirable? As feasible? What kinds of activity do
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they perceive as credible or as not credible? The social and cultural dimen-
sions and actions (and beliefs) of the community are critical influencers of
entrepreneurial potential. One early approach was to advise communities to
track the various facets of the social infrastructure. Flora and Flora (1993)
argued that communities which were highly supportive of entrepreneurial
activity share certain specific social and cultural norms and processes (i.e. the
entrepreneurial community should mirror the broader community). Consider
this as a format to convert social capital into organisational forms that facil-
itate collective action. They categorise Entrepreneurial Social Infrastructure
into three dimensions: Symbolic Diversity (seek heterogeneity, processes nor
personalities, permeable boundaries); Resource Mobilization (equitable distri-
bution, willing to cooperate); and Quality of Networks (both vertical and
horizontal, depth of entrepreneurial bench). They have successfully used these
rubrics to assess ecosystem health, although this predates the rise of ecosystem
(Flora et al. 1997).

As the work of the Flora and Flora suggests, a healthy ecosystem facili-
tates the co-evolution of entrepreneurial human capital and entrepreneurial
social capital (Björklund and Krueger 2016). In turn, that facilitates
regional competitiveness (Audretsch and Peña-Legazkue 2012). The Global
Entrepreneurship Monitor data suggests quite strongly that predicting
entrepreneurial activity is a function of entrepreneurial human capital and
social capital, one is not enough as you need both (Reynolds 2011). Both
human capital and social capital can differ quantitatively and qualitatively—
where is the community building entrepreneurial capital (and what kinds)
and where is it not building entrepreneurial capital (Audretsch et al. 2019)?
In what sectors of the economy and in what segments of the population is
this activity happening? If regional competitiveness depends on having and
growing entrepreneurial capital, is that not a clear incentive to include as
much of the community and the local economy as possible?

Ecosystems 101

To grossly oversimplify, one can look at local economies as driven by institu-
tions and other power players that create and manage conditions that may
or may not enable different kinds of entrepreneurial activity. This is the
traditional view that continues to dominate economic development thinking
and practice. Alternatively, one can view local economies as a complex
network of networks where interconnections are in constant flux (Brett
2019). The much vaunted ‘Industry 4.0’ paradigm (e.g. Rüßmann et al.
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2015) embraces powerful tools such as Open Innovation and co-optition,
assuming firms interact in complex, dynamic networks rather than in stable,
often hierarchical relationships. If broad industry sectors have embraced
ecosystems and the tools needed to succeed in this messy new world, why
has economic policy not adopted ecosystems more broadly, especially for
economic development policy?

In the traditional model of economic development, a community can
promote economic activity by: (a) attracting new businesses to move in; (b)
working to keep businesses from leaving and/or providing them resources
so they do not fail; and (c) by helping existing businesses to expand. Some
communities have added (d) business incubation, but it is still disappoint-
ingly infrequent (Note: most communities publicly support entrepreneur-
ship, but invest little in the process). In this typical model, communities
expend the most resources on business attraction, less on retention and even
less on expansion. However, communities get the biggest return on invest-
ment on spending for business expansion and the least for attraction, the
exact opposite of funding priorities. One might well wonder why this massive
disconnect exists even in areas with poor infrastructure or smaller populations
who have little hope of attracting a large employer (localities who will also
not take advantage of the under-resourced community). Part of the reason is
because this is all they know; part of it is because this is all they know how to
do. Some of their thinking is tradition and part of it is the training of civic
officials who honestly believe (despite the massive contrary evidence) that
focusing on business attraction is the only real strategy, plus it is all they know
how to do. Even today in many Western economies, training on how to grow
businesses cannot be found in formal training in economic development.

Advice for communities: Find ways to educate and train civic officials
regarding how to grow businesses, through both entrepreneurship and business
expansion.

From this advice comes a related research question: Can this be measured
and what is the impact? Consider these numbers; in one USA western state
they found that over an entire business expansion regime (2000–2008) that
gross job creation was 58 per cent from new businesses, 40 per cent from
existing firms growing and only 2 per cent from business attraction.4 To be
fair, communities lose jobs when businesses close and when they shrink (or
move out). In this same state then, the net job creation was 90 per cent from

4NETS database (but confirmed by other data sets).
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expanding businesses (less shrinking) and 10 per cent from start-ups (less
deaths). National data for the USA was equally clear: even using definitions
most-friendly to business attraction, 87 per cent of gross new jobs in the
USA are home-grown (Mazerov and Leachman 2016). Getting that data is
so important; publicising it even more so.

Advice for communities: Find ways to gather reasonable, actionable data for
your community.

As will be discussed later, knowledge is power and strong metrics do matter.
From this advice comes a related research question: What metrics do civic
officials use currently? This dynamic is compounded by the dominant
academic models that either follow this pattern or, perhaps worse, empha-
sise institution-dominated, top-down models such as the infamous triple
helix (Brännback et al. 2008). The triple helix in its basic form proposed
that innovation and entrepreneurship only required the presence of three
enabling institutions (government, industry and academia). Entrepreneurs
will only emerge because of the enabling conditions established by the
institutions. Put more bluntly, this model asserts it is possible to have innova-
tion without innovators, entrepreneurship without entrepreneurs. An absurd
conclusion? Not to institutions and local elites. What does the research actu-
ally say? Institutions do matter, but only insofar as they support bottom-up,
entrepreneur-driven activity (Urbano and Alvarez 2014; Aparicio et al. 2016).
Fortunately, this picture is evolving in useful directions and is particularly
useful for communities in earlier stages of development.

Fourth-Wave of Economic Development: The
Rise of Ecosystems

Some researchers have described the rise of ecosystem thinking as the ‘fourth
wave’ of economic development (e.g. Gines 2019) where the bottom-up,
entrepreneur-led, networks-focused model is added to the mix. As the
ecosystem model tends to be highly disruptive, even threatening, this will
be a slow transition. No amount of shiny statistics will change those who
are committed to the old paradigms. Ecosystem builders need to change
the dominant narrative (e.g. with a panoply of success stories). What better
success story than one that shows how someone outside the mainstream
succeeds through entrepreneurial activity?
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Fig. 1 The 3 types of networks

Consider Fig. 1.5 It is extraordinarily rare for an economy to be organised
in a centralised network which often risks undue market power if successful
(e.g. Amazon). It is also rare to see an economy organised as a decen-
tralised network, but that is how many perceive their local economies and
try to manage them correspondingly. However, most healthy local economies
operate as if they were distributed networks. To make matters even more
complicated, most communities (and most organisations) are a mix of hier-
archies/silos and networks that connect across and between the hierarchies
(Stephenson 2009). Envision how different the roles are for a successful
connector. For centralised networks, the connecting is the purview of that
central hub about which all things revolve. For the decentralised network,
each hub could have its own connectors, but for distributed networks a
very different type of connector is needed. A distributed network requires
connectors who can guide entrepreneurs through a maze of stakeholders and
of resources, connectors who are professional and proactive, what Sweeney
(1987) called ‘liaison-animateurs’.6 All this led to new narratives and ques-
tions, such as ‘is a local economy like an orderly farm to be tended or a
chaotic yet productive rainforest’ (Hwang 2020)?

Feldman and Zoller (2012) explored what happens to the social networks
in an entrepreneurial community. Introducing the right kind of connector
(a genuine liaison-animateur ) quickly shows that the new connector is

5Note that most local economies are actually a network of networks where connections are highly
dynamic.
6As the name suggests, they are both bridgers and energizers.
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connecting, but that the rest of the social network also increases its connec-
tivity. Similar work by Motoyama (e.g. Motoyama and Knowlton 2017) also
shows how networks evolve. However, there are two ‘flavours’ of connector—
most true liaison-animateurs are unselfish (often to a fault), but there are also
connectors who expect a quid pro quo (usually they wish to be seen as highly
connected and appreciated for that). In social network theory terms, they
seek to be ‘structural holes’, the only connector between entrepreneurs and a
critical resource. Or in Stephenson’s (2009) more felicitous terms, there are
connectors and gatekeepers (to valued resources). The quantity and quality
of mentoring and coaching also matters in such circumstances.

Advice to communities: Find ways to identify the great connectors, especially
the unselfish ones? Are these connectors receiving training? Visibly encouraged?
Likewise, can great mentors be identified and trained. Moreover, are mentors
and connectors who represent under-represented populations be trained as peer-
to-peer mentoring is critical for minority entrepreneurship?

From this advice comes some related research questions. Can gatekeepers be
identified? Gatekeepers appear to believe in top-down, institutions-led efforts
and believe that the local economy is best envisioned as a centralised network.
Can this understanding of gatekeepers be demonstrated empirically? Finally,
is it possible to rigorously assess the impact of improving connectors and
mentors?

What Is the Evidence? The Boulder Thesis

The co-architect of the tech ecosystem of Boulder, Colorado (USA) was
serial entrepreneur-turned-venture capitalist Brad Feld. For a population of
approximately 100,000, Boulder had an entrepreneurial economy that more
resembled a city ten times its size. Feld (2013) set out to examine what
Boulder and other successful start-up communities had in common. Strik-
ingly, four of Boulder’s key attributes were shared by almost all successful
start-up communities. The most important attribute was that entrepreneurial
activity and policy initiatives were bottom-up (not top-down) and led by
entrepreneurs (not by powerful institutions). Every city and state believe they
are highly responsive to entrepreneurs, but entrepreneurs rarely agree.

Advice for communities: For minority entrepreneurs or any under-
represented populations, it is essential that not only is their voice be heard
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clearly, but they need to have influence over policy decisions and public
initiatives.

From this advice comes a related research question: How can we measure
the bottom-up approach to the local economy? It is quite hard to assess
whether institutions are driving efforts or are listening to entrepreneurs and
supporting them: An easy question to ask but definitely a challenge to
assess accurately. Startup Genome is one of several practitioner groups trying
to measure this activity (Gauthier et al. 2018), but are under-represented
populations part of a community’s assessment?
The second key commonality is that successful ecosystems are inclusive

of all entrepreneurs and their key stakeholders. Feld calls it inclusive of the
‘whole stack’, as it is inclusive of as many stakeholders as possible, especially
entrepreneurs who are not part of the usual focus on high-tech, high-growth
potential ventures. As under-represented groups are usually over-represented
in lower-tech businesses, the importance of this is critical. As previously
mentioned, a cautionary tale is the so-called ‘Massachusetts Miracle’ in the
early 1980s. At the risk of oversimplifying the situation, the stumbling tech
economy of the state was rescued by the state authorities essentially turning
over economic development efforts to some leading tech executives. Their
strategies were excellent and the tech economy rebounded. However, the rest
of the economy did not rebound and eventually this weakness brought down
the tech companies also (Corman et al. 1996).

Advice for communities: Do not focus just on tech or a specific sector. If a
sector is very successful, do try to build on that strength.

As asset-based community development (ABCD) suggests, one can get greater
Return on Investment (ROI) from enhancing strengths that remediating
weaknesses, but do not forget the ‘whole stack’. For under-represented popu-
lations who might be more concentrated in retail and service businesses, one
will need to ensure that they benefit from support mechanisms. From this
advice comes a related research question: How can one measure whether
economic policies are ‘rising tide’ strategies that are inclusive? In particular,
are under-represented populations also under-benefiting?

Another commonality found by Feld (2013) was that successful
entrepreneurial ecosystems have visible rallying points, things that the whole
community celebrates (for Boulder it was the great venture accelerator Tech-
stars). The final commonality was that these communities recognised that any
entrepreneurship strategy had to be long-term. If it took Silicon Valley 30 or
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40 years to emerge, other local communities cannot expect overnight success.
Since then, the ‘Boulder thesis’ or the ‘Feld model’ has been widely adopted
globally, at least in words. In recent years, as the Ewing Marion Kauffman
Foundation (world’s largest funder of entrepreneurship programming) has
evolved to focus heavily on developing entrepreneurial ecosystems, Feld’s first
two commonalities are front and centre of their work.

Ecosystems Need Builders (and Operators)

Attention has increasingly turned towards the ‘how’ and the ‘who’ of growing
healthy entrepreneurial ecosystems. An increasing focus has grown on the
processes that appear to be at the heart of ecosystem building and the people
behind those processes. Thought leaders within such organisations as the
Ewing Marion Kauffman Foundation argue that there exists a need for the
emergence of a new role in economic development, that of the ‘ecosystem
builder’. If this is indeed a genuine phenomenon, then the ecosystem builder7

becomes absolutely critical. Are they liaison-animateurs? Yes, but what else?
The most recent major Kauffman initiative (which started in earnest

in 2017) is dubbed ‘ESHIP’. ESHIP has brought together hundreds of
the USA’s (and quite a few non-USA) ecosystem builders in a broad, rich
movement to identify mechanisms and tools that will enable and empower
ecosystem builders. Perhaps the most prominent output so far is the devel-
opment of their seven overarching Big Goals (think the UN’s Sustainable
Development Goals); its Goal One is Diversity & Inclusion and as befit-
ting the Kauffman Foundation’s own ambition for working towards zero
barriers, inclusion issues also pervade the other six Goals.8 According to
the Kauffmann Foundation, ESHIP Goal 1 is ‘Inclusive Field: Ensure
ecosystem builders with diverse perspectives lead our field’. It is argued
that those building the ecosystem need to be more heterogeneous to ensure
broader participation in entrepreneurial activity. Why does this matter?
Entrepreneurial activity takes many forms and is seen through many lenses.
For those populations that are under-represented, having role models as
entrepreneurs is deeply important, but to generate those role models entails
ecosystem builders who understand these different perspectives—whether

7We would be remiss to ignore that many ecosystem “builders” are better described as ecosystem
“operators”—they do more to support and improve existing efforts. I am grateful to Valto Loikannen,
Adam Rentschler, Alistair Brett, Anika Horn, Beth Zimmer, Mark Lawrence, and others for this most
important insight.
8https://www.kauffman.org/entrepreneurial-ecosystem-building-playbook-draft-3/eship-goals.

https://www.kauffman.org/entrepreneurial-ecosystem-building-playbook-draft-3/eship-goals
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urban or rural, high-tech or low-tech, female or male, majority or minority,
etc.

Advice to communities: Do your ecosystem champions reflect all the voices?
Are you listening? And hearing what they actually say?

Is a local economy like a diversified investment portfolio? Many policy initia-
tives certainly act as though firms and industries are connected in reasonably
predictable fashion. If any of the foregoing is true (and evidence strongly
suggests all are valid), then managing its health suddenly becomes much
more of a supervenient process. You have to build policy bottom-up, listening
carefully to what the entrepreneurs, both current and potential, are saying.

In every model seeking a greater understanding of healthy entrepreneurial
ecosystems, there has been one significant recurring theme. It is difficult to
conceive of a truly healthy ecosystem that only engages one sector of the
economy and, more importantly, only one segment of the population. Many
of the under-represented groups are highly visible and yet it remains difficult
to engage them as productively as should be happening. What then about
the less visible, even invisible minorities like veterans, people with disabilities
(e.g. neurodiverse) and seniorpreneurs (Galloway and Cooney 2012)? While
smaller in numbers, in the USA these groups often exhibit above-average
success rates, suggesting that they have much to offer the entire ecosystem.
Consider growth entrepreneurship. Minority populations are usually much
less likely to perceive opportunity to scale their ventures. Even strong role
models need not socialise with those populations to see venture growth as
an opportunity. That certainly helps communities, but requires ecosystem
builders who are personally credible as well (Gines 2019).

Measurement Issues

One final aspect of entrepreneurial ecosystems is metrics. What are the ‘right’
Key Performance Indicators (KPIs) for ecosystems? While there will always
be understandably idiosyncratic metrics for each ecosystem, there are likely
metrics that will serve most communities to help grow their ecosystems,
especially those that are persuasive to critical stakeholders. In traditional
economic development, jobs and tax revenue are the usual suspects. However,
such measures tend to be backward looking. While it is useful to get feed-
back on the impact of a community’s efforts, they can also be misleading.
Perhaps more important, placing emphasis on lagging indicators is usually
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a missed opportunity for communities to use process/throughput indicators
(e.g. Krueger 2012) and, even more valuable, leading indicators with predic-
tive validity. That is, beyond ‘have we arrived?’ an early warning system is
needed that asks: ‘are we on the right track?’ In turn, this argues strongly for
developing models that reflect important processes and how they evolve, a
rather difficult task within complex and dynamic adaptive systems like a local
economy (Brett 2019). To develop a model for a local community is therefore
highly challenging. However, there are some nascent efforts that are begin-
ning to bear significant fruit that centre on the maturity level of ecosystems
and appear to do a credible job of rating ecosystems, using data analysis that
captures and embraces the dynamics. The most notable of these analytics is
Startup Genome (e.g. Gauthier et al. 2018) which focuses on communities.9

There has long been a cottage industry of ‘places rated’ and ‘top ten’ lists
that purport to rank communities and these rankings and ratings are painfully
hostage to which criteria are selected. Motoyama and Konczal (2013) clev-
erly showed how one can game these rankings. Moreover, a single metric
can mislead terribly. For example, the Kauffman Index of Entrepreneurial
Activity (Mobelix and Russell-Fritch 2017) showed USA cities like Las Vegas
and Boise as stellar producers of start-ups, yet near the bottom on growth
firms and tech firms. To the point of this chapter, many cities show stark
differences across different parts of their community, whether geographic
or demographic. But how healthy is an ecosystem that only supports some
neighbourhoods, some industries, some populations?

Advice to communities:While it is easy and glib to note that ‘you get what
you measure’, there is another equally potent maxim of ‘knowledge is power” .

As just noted, communities are prone to choose metrics that are at best conve-
nient and, at worst, painfully self-serving. Are stakeholders measuring all
of the populations in their communities? Having fine-grained statistics has
its risks, but aggregated statistics can be painfully misleading. For example,
in the USA, if one looked at entrepreneurial activity in the last recession,
some groups did better than others. There was little difference evident among
Hispanics, but when one looked deeper, Latinas did remarkably well. Under-
standing how different groups, neighbourhoods and industries are faring is
essential to developing strong entrepreneurial ecosystems.

9A model of ecosystem maturity that was developed independently in Brazil offer support for
the Genome approach (Cukier et al. 2015). Also, the Global Entrepreneurship Monitor has been
collecting entrepreneur-related data for more than two decades at the national level (GEM 2018).
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For ecosystem builders, finding the right metrics that are genuinely useful
for communities is a good vehicle for building credibility in their community.
They can also ensure that one does not select metrics where one can expect
good scores, but also metrics that tell where a local community is lagging (e.g.
what is happening with currently or historically under-represented popula-
tions?). There is some good data freely available in North America and via
OECD,10 such as www.youreconomy.org and affordable expertise such as
www.economicmodeling.com. Nevertheless, it is the responsibility of local
communities to identify the right questions to ask before one can answer
them. Therefore, it is critical to create a dashboard that the local community
itself helps to build. From this advice comes some related research questions:
Do the metrics used by a community provide any predictive insight regarding
how ecosystems evolve? Do the communities test their metrics for predictive
validity (for any kind of validity)? Can it be demonstrated empirically that it
matters for a community to be good at metrics?

Conclusion

Despite the painfully slow rate of progress of work to ensure that every facet
of the community has access to entrepreneurial activity, several important
implications for communities to pursue can be seen. Each of the implications
also represents a very low-hanging fruit for researchers to pursue.

• What Does All This Mean for Communities? If a community wants a
truly inclusive local economy, then everyone needs to be included, and as
many leaders where possible. And for entrepreneurs and small businesses,
listen to them (not those who claim to speak for them) and hear what they
are saying. Then take action; easy to say, hard to do.

• Educate the civic officials and media.11 Help them to understand that
ecosystems approaches require very different perspectives. Help them to
understand that ecosystems are complex adaptive systems (Brett 2019;
Smyre and Richardson 2016; Hwang 2020) that resemble rainforests far
more than farms. Teach them to think about the intangible infrastruc-
ture—the cognitive and social infrastructures—not just tangible issues.
Ensure that everyone is in the conversation, not just the ‘usual suspects’.
Reward civic officials, both leaders and staff, for getting this and acting

10e.g., www.betterentrepreneurship.eu and International Compendium of Entrepreneurship Policies
(https://bit.ly/OECD_IntComp).
11The media is critical as it is vital for the public to understand as well.

http://www.youreconomy.org
http://www.economicmodeling.com
http://www.betterentrepreneurship.eu
https://bit.ly/OECD_IntComp
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in these new directions. In many communities, economic development
practitioners are only rewarded for business attraction, no matter how
suboptimal that might be. That rarely enhances diversity, let alone inclu-
sion.

• Support your grass roots, entrepreneur-led entities. In too many
communities, the established ‘players’ recognise that entrepreneurship is
important, but feel entitled to lead efforts and get paid. How many
entrepreneur/small business/tech events are led by under-represented
groups? This will likely entail diverting resources from existing power
players with the corresponding political risks, hence the need to educate
leaders and media. What if the general public started to understand that
entrepreneurs are the drivers of their local economy and that anyone can
be an entrepreneur? What if they realised the power of listening to them?
They do in Boulder, Rotterdam, Gothenburg, Tel Aviv and more. So could
any community.

• Grow entrepreneurial human capital and entrepreneurial social capital.
A community’s entrepreneurial potential is a function of the quantity
and quality of potential entrepreneurs. What if all of the citizens had
access to learning entrepreneurial skills? Access to learning experiences that
nurtured an entrepreneurial/innovator mindset? What if a community had
broad, rich connectivity where even a novice entrepreneur can access the
right resources in timely, cost-effective fashion? Studies have shown that
far too many training programmes are disappointing, with many falling
painfully short of best practice. It is better to believe and assert the quality
of a programme than to shift towards best practices. As a community,
leaders can show leadership by demanding the best quality possible, even
if that means shifting resources away from established players. Or as Jim
Collins famously said, ‘Get the right people on the bus. Get the wrong
people off ’.

None of these actions are easy, but even a gallant effort in these direc-
tions will build an entrepreneurial ecosystem that is more dynamic, deeply
connected and welcoming to all potential and existing entrepreneurs.

Resources are plentiful, but often in locations that people may not be aware
exists. Expertise at ecosystem building and other bottom-up approaches is
available, but those experts are not typically found in the ‘usual suspects’
of economic development and community development. In fact, those who
usually claim to be the voice of entrepreneurs and small business may embrace
the term ecosystem, but not grasp its implications (and may even have a
vested interest in the established models). In the USA, the ESHIP network is
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readily findable (e.g. via social media12). People should take full advantage
of policy initiatives already developed. The ‘America’s New Business Plan’
(Kauffman 2019) is based on sound theory and strong empirical evidence,
and offers dozens of policy actions at national, state and local level. Despite
the name, these prescriptions are applicable in most settings. Beyond the
‘Start Us Up Now’ effort, the ‘Right to Start’ initiative should be equally
helpful.13 For many communities, the relevance of ecosystem building to the
UN’s SDGs is a persuasive tool (ICSB 2020, pp. 55–59). But, most of all,
start with that very first prescription: listen to the entrepreneurs and innova-
tors, the starters and small businesses; hear what they are saying. Get them
involved in the community’s initiatives. Let them lead. A common prescrip-
tion suggests that: Diversity is inviting people to the dance; Inclusion is
asking them to dance. Indeed, true inclusion is inviting them to help pick
out the music. And why not have them put on the dance? Shall we dance?
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