(Presentation made by G.B. Hansen to the plenary session (Recommendations and Conclusions)
of the Aarhus Meeting, acting as animator and reporter of Group 4’s major findings.)
The Promotion and Development of Entrepreneurial Initiatives
Group 4
Introduction: The title provided a broad framework for the work of our group. However,
we (1) narrowed our focus to a manageable size, (2) identified several areas of major

concern, and (3) emphasized practical policy or action recommendations.
The work group concentrated on measures to stimulate the supply of entrepreneurs, which was defined to
encompass entrepreneurial individuals, companies and groups. This included examining those factors
which act as constraints upon entrepreneurial initiatives and on measures to ease the transition from wage
employment or unemployment status to that of entrepreneur. The group were mindful that their
recommendations should be comprehensive, covering the restructuring of mature industrial economies,
the development of largely agrarian-based developing countries and the problems of central and eastern
European economies coping with the transition from centrally planned to market systems.
Although the topics comprising this work group report are addressed as individual issues, in practice each
topic is inextricably interlinked one to the other and must be approached at the policy level by a holistic
rather than partial treatment. Policies should also be aimed at long term objectives and not established or
abandoned for short term expediency.
\
I. Building upon existing entrepreneurial culture
All societies, no matter what their cultural settings, possess an innate talent for entrepreneurial initiatives.
However, certain environments and structures encourage entrepreneurship while others discourage it.
The entrepreneur should be portrayed as a positive role model. Business failure should not be viewed as a
social stigma, but reflect the risks of entrepreneurial actions.
Publicity and promotional campaigns should be launched and award systems should be created to enhance
the image and esteem of entrepreneurs.
Educational systems should include entrepreneurial studies and self-employment as an integral
component within the school curriculum. University and professional training programmes should stress
entrepreneurship as a career choice.
The fiscal-taxation system should be modified to encourage risk taking.
Efforts should be made and policies implemented to seek out potential entrepreneurs currently working in
large companies, universities, research establishments, etc. Policies should be introduced to ease the
transition from employment to entrepreneurship. For example, portable pensions.
Policies should include talent scouting, innovation centers, science parks, etc., to foster closer linkages
between universities and commercial enterprises.
ll. Training in entrepreneurial skills
The training needs of potential and existing entrepreneurs have been somewhat neglected by the formal
educational system. All entrepreneurs require competence in the preparation of business plans in order to
submit financing applications to banks. They also require training in basic business skills such as
marketing and accounting.
Entrepreneurs tend not to avail themselves of formal training programmes because of major constraints on
their time. The training needs of entrepreneurs in central and eastern Europe were particularly acute
because of the complete absence of training staff, materials and programmes. Local economic
development organizations should develop bespoke training programmes for local entrepreneurs, operated
on an open access basis. Materials should be developed using open learning and practical case studies.
Entrepreneurial training programmes for central and eastern Europe should initially concentrate on the

training of trainers utilizing resources such as the secondment of retired western business persons for
short term assignments in companies. In addition, resources such as ethnic relatives with entrepreneurial
experience who live in western countries are a valuable and talented resource which could be tapped.
Twinning mechanisms should be encouraged and fostered between western organizations such as
university business school faculty's, local economic development agencies and local authorities.
III. Information and advice
The group concluded that there was a need for information and advice by those who were interested in
becoming entrepreneurs and those who were engaging in entrepreneurship. At the same time, there was a
great deal of knowledge and information available about entrepreneurial initiatives, including some
innovative approaches to entrepreneurship which were being carried out in different settings around the
world. The problem is one of making this information and experience available and accessible in timely
and practical ways to those who need it.
Best practices and successful experiences of entrepreneurship development should be documented and
widely disseminated in order to facilitate replication where applicable. This should include information
about recent entrepreneurial initiatives such as collaborate networking; cooperative entrepreneurship;
ESOPs, labour limited companies and cooperative stock companies; community cooperatives, community
businesses and community development corporations; business incubators, cooperative and common
facilities centers; and micro-lending and development programs.
Provision of "business advice nights" which operate on a drop-in mode and offer one-to-one counseling.
Each locality should operate "enterprise agencies" i.e., agencies which offer first stage advice and
information on starting up businesses, to include inter alia, legal structures, sources of finance, taxation
issues, availability of local premises, market opportunities, required permits and approvals, etc. These
agencies should link into and draw support from local government, higher education institutions and
existing enterprises.
One innovative proposal was to entitle potential entrepreneurs to a voucher which they can use to
purchase advisory services in the marketplace.
IV. Improving access to capital
Access to appropriate finance was considered to be of fundamental importance in stimulating
entrepreneurial activity. Many sound business propositions fail to materialize because of a reluctance by
the banking system to provide equity finance to startup companies.
Investment finance could be classified into three categories:

 Startup and early stage jinancing--required by potential entrepreneurs who often
 lacked collateral, or failed to present well prepared business plans.
 Seed capital--required to realize concepts, develop prototypes, etc. This type of finance was often
required to produce innovative products and services which are currently some way off the
market.
 Venture capital--required by existing companies to expand their operations or to diversify into
new markets.

Measures proposed to increase the supply of capital included the following:

 Establish a local development agency which directly provides risk capital or provides a basis for
making it available to small firms and startups.

 Capitalize unemployment benefits and/or substitute unemployment benefits for enterprise
allowances payable to new startup enterprises and individuals who choose to become selfemployed.

 Introduce significant tax incentives for private investors in SMEs to equalize risks and rewards.
These local private investors also represent a major (and important) source of advise and
counseling for the companies they invest in.

 Mobilize community funds through such institutions as credit unions.
 Introduce government loan guarantees to reduce the risks of the banking sector. Encourage
international finance agencies to directly provide (through an intermediary) investment funds for
SMEs.

 Encourage banking systems to be more responsive to local investment needs. Involve NGO's as
intermediaries to provide credit for microenterprises, where loans are small and more costly to
make and service.
V. Improving access to technology.
The group considered that developing economies and the economies in transition in central and eastern
Europe required more information on and better access to appropriate technology. One proposal to
improve access to information on up-to-date and appropriate technology was to utilise local libraries as a
delivery mechanism.
Many examples were cited where new capital equipment had been purchased which was incompatible
with local factor inputs and where the supply of spare parts was a serious constraint. There was a need for
long term policies on the import of technology, spare parts and factors of production.
Proposals were put forward advocating the establishment of shared production and service facilities but
caution was expressed, based on the reluctance of some entrepreneurs and SMEs to collaborate because of
their attitude toward competitors and whether these facilities could ever be self-financing.
Due to the shortage of hard currency for the purpose of buying technology, the promotion of joint
ventures in LDCs and CIS countries was one way forward.
Joint purchasing initiatives, including cooperatives organized for this purpose, were also seen as an
opportunity.
VI. Provision of supportive infrastructure

The infrastructure/environment in which entrepreneurs operate can be supportive or disruptive. To be
supportive the infrastructure needed to be responsive to the needs of entrepreneurs in the local
community. Overly bureaucratic systems and repressive directives resulted in excess requirements for
paperwork, licenses, customs procedures all contributing to excessive transaction costs which could
include outright bribery. All these factors were considered real barriers to the development of an
entrepreneurial culture. An efficient private sector requires an efficient public sector.
The establishment of a legal structure supportive of private enterprise and of clearly defined physical and
intellectual property rights legislation were fundamental.
One of the critical factors was the open support, and political will for the support of entrepreneurial
activities. This support should be clearly demonstrated at the highest level and be translated into action at
every level of government.
VII. A supportive physical environment
This area was considered to be very important for the development of the private sector in central and
eastern Europe. In particular, environmental degradation was seen as a barrier to the development of new
enterprise (e.g., food processing) and a negative factor in the attraction of foreign joint ventures.
Entrepreneurial promotion and development should not occur at the expense of the environment.
Environmental legislation was seen as both a threat and opportunity to all countries.
Additionally, an appropriate physical infrastructure needed to be in place such as roads, airports, docks,
etc. Of particular and increasing importance was the provision of modem telecommunications
facilities, reliable power and other utility services.
VIII. Implementation
Responsibility should be clearly assigned for implementing policies needed to stimulate the effective
supply of new entrepreneurs and to facilitate the growth and expansion of existing enterprises.
Wherever possible, services should be available from a single access point, a one stop shop. However,
economies of scale might require a hub and spoke delivery mechanism.
The critical ingredients for the successful implementation of entrepreneurial development initiatives were
considered to be the following:
1.
2.
3.
4.
5.

An integrated approach to policy formulation and service delivery.
The trust and confidence of all key actors on the local economic stage.
Sound knowledge of the culture and motivation of the local population.
Strong political backing.
An investment orientation rather than a grant/subsidy system.

All activities and services provided should be subject to continuous evaluation using quantitative criteria
such as cost-effectiveness, impact, and value for money. In addition, these should be subjected to a
qualitative, normative evaluation to ensure that programmes and policies support non-discriminatory
hiring policies, fair labour standards and environmentally sensitive actions.
July 2, 1993 memo to Joe Fazzio about individuals or countries that might be interested in cooperative

projects.

