UNIVERSIDADE DA BEIRA INTERIOR
Departamento de Gestao e Economia

Universities’ Entrepreneurship Education and Regional

Development: a Stakeholders’ Approach

Arminda do Paco (apaco®@ubi.pt)
Jodo Ferreira (jjmf@ubi.pt)

Méario Raposo (mraposo@ubi.pt)

Ricardo Gouveia Rodrigues (rjagr@ubi.pt)
Anabela Dinis (adinis@ubi.pt)

Marco, 2010

Texto para Discussao #02_2010




Ficha Técnica |

Director Pedro Marques da Silva
Secretariado Carla Loureiro
Conselho Editorial Anténio Cardoso Marques

Ana Paula Matias
Helena Batista Alves
Jodo de Matos Ferreira

Composigao e Impressao Departamento de Gestéo e
Economia da

Universidade da Beira Interior

Estatuto Editorial |

Os Textos para Discussdo do DGE propdem-se disponibilizar, on-line,
trabalhos em fase avangada de elaborag¢do, no émbito da Gestdo e da
Economia, desenvolvidos por docentes, investigadores, mestrandos,
doutorandos e docentes de outras universidades que sejam colaboradores do
Departamento de Gestdo e Economia da Universidade da Beira Interior.

Esta aberta a contribuigdes que utilizem métodos de investigagéo que se
enquadrem nas correntes de pensamento cientifico nas areas da Gestao e da
Economia.

Normas para Publicagao On-Line |

Os trabalhos propostos para publicagdo deverdo ter a aprovagao de pelo
menos um membro do Conselho Editorial.

Universidade da Beira Interior
Departamento de Gestao e Economia (DGE)
Faculdade das Ciéncias Sociais e Humanas
Estrada do Sineiro
6200-209 Covilha
PORTUGAL
TLF: 275319600 - FAX: 275319601
http://iwww.dge.ubi.pt



Universities’ entrepreneurship education and regional development: a stakeholders’

approach

Arminda do Pa(;o1 (apaco@ubi.pt)

Jodo Ferreira (jjmf@ubi.pt)
Mairio Raposo (mraposo @ubi.pt)

Ricardo Gouveia Rodrigues (rjagr @ubi.pt)
Anabela Dinis (adinis @ubi.pt)

Business and Economics Department, Business Studies Research Centre (NECE)
University of Beira Interior
Covilhd, Portugal

Abstract

It is assumed that entrepreneurship education encourage the growth of new businesses,
exploiting the entrepreneurial spirit within higher education sector. Additionally,
entrepreneurship higher education is supposed to play a relevant role in the development of
enterprising citizens and in the development regions through an ongoing process of knowledge
creation and delivery. In this research we will explore what roles are attributed to
entrepreneurship education in the literature with regard to regional development as well as the
influence and relationship of the main intervening stakeholders. The aim is to present a
conceptual model which integrate the contributions of both strands of literature and, at the
same time, highlight the interplay between the several stakeholders involved in HEI’s

entrepreneurship education and regional development.
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1. Introduction

Entrepreneurship education encourages the growth of new businesses, exploiting the creative
potential and depth of knowledge within higher education sector. De Faoite et al. (2003) found
that entrepreneurship education contributes for (i) the integration of a variety of business
subjects, (i1) the promotion of improved decision-making skills and (iii) the increase in
technology transfer between education establishments and the market place creating improved
synergy and added value between both entities and the potential to add value to other non-

business and technical programmes.

Entrepreneurship education is relevant in higher education curriculum once it teaches the
fundamental of employment skills and how to start and run a business. Students gain
experience in ‘“creating” a business, sometimes in a stimulating environment or in the real
market place. Examples of how this can be done include the availability of funds to help
finance venture creation projects by students, support networks for entrepreneurial initiatives
(professionals and businesses), entrepreneurship centres, business incubators, a broad supply of

entrepreneurship programmes, entrepreneurship institutes, and specialized libraries.

Brown (2002) sees entrepreneurship education as a mean to teach students the skills to build a
business and, in a large sense, to take responsibility and initiative in their lives. In this sense,
the Green Paper on Entrepreneurship (European Commission, 2004) came to reinforce that
education plays a critical role on the development of enterprising citizens in the Europe states,

as well as the need to broaden enterprise education outwards.



Boyce (2003) suggests that colleges and universities should be viewed as having the qualities
of loosely coupled systems with diffused decision making. For these institutions it is
imperative that an established infrastructure will support the ongoing process of knowledge
creation, delivery and management at all levels of the organisation. Entrepreneurship education
can empower youths and improve the economy of the nation. Universities need to assume this

challenge of curricula entrepreneurship education in a more aggressive way.

Considering key trends that are occurring in educational environments, such as diversification
of students and faculty, changes in technology, and globalisation, Kezar (2005) suggests that
higher education institutions (HEI) must mine organisational learning concepts and theories.
Freed (2001) notes that in the learning organization, people look for new and better ways of
doing things, and they work together to make process improvements that benefit institutional
stakeholders. According to Kezar (2005) this concept integrates an experiential component
supported by knowledge acquired in a traditional classroom setting. This format is believed to
best meet the needs of the students, as well as other key stakeholders within this community

(Piccoli et al., 2000).

Thus, the organizational learning framework reflects not only the complexity of arguments,
claims and counterclaims but also the increasing involvement and specific needs of a relatively
wide range of major as well as minor stakeholders, all of whom can legitimately claim to have
an interest and an impact on various aspects of entrepreneurship education (Matlay and Carey,

2007).



There is a shared perception, amongst a varied and influential group of stakeholders, that
entrepreneurship education represents an efficient and cost effective means of increasing the
number and the quality of entrepreneurs entering in the economy (Matlay, 2006; Matlay,
2008). Despite the recent growth in entrepreneurship education research, the full extent of
stakeholders’ involvement and their impact upon entrepreneurial outcomes remains unclear.
Furthermore, HEI is supposed to play an important role in the economic development of
countries and regions. On national level, central governments spend vast amounts of money in
education. From regional perspective, the choice of location of large educational facilities is

often substantiated by regional economic development type arguments (Vermeulen, 2003).

To date relatively little is known on the interplay between entrepreneurship education and
regional development and the stakeholder’s influences. The literature draws on a variety of
approaches, perspectives and levels of analysis, all of which are pertinent. The challenging task
that lies ahead is to integrate these perspectives in a consistent conceptual framework. With
this aim, in this research we will explore what roles are attributed to entrepreneurship
education, focusing in HEI, with regard to regional development. We propose a conceptual
model which integrates the contributions of both strands of literature and, at the same time,
highlights the interplay between the several stakeholders involved in HEI’s entrepreneurship

education and regional development.

This paper is structured as follows. Section two is dedicated to the review of literature,
discussing the linkage between entrepreneurship education and regional development, and

exploring this linkage with the introduction of the stakeholders approach. Based on this



literature review, in section three, the conceptual model of research is presented and explained.
Next section presents a proposal of the methodology design in order to test the conceptual

model. In the end, the conclusions, limitations and future lines of research are addressed.

2. Literature review

Academics have long examined that entrepreneurial activity tends to vary across regions and
these differences in opportunities can explain why some regions have higher start-up rates than
others (Reynolds et al., 1994; Audretsch and Fritsch, 2002). The first possibility is that the
success of entrepreneurship courses depends on the regional context. Research on knowledge
spillovers has found that such spillovers are localised (Glaeser et al., 1992). This involves that
regional disparities in knowledge stocks and research and development (R&D) investment
matter as regions with higher knowledge and more R&D activity provide more knowledge

spillovers and thus more entrepreneurial opportunities than others.

Audretsch and Lehmann (2005) found that universities in regions with a higher knowledge
capacity and greater knowledge output also generate a higher number of technology start-ups,

this mean that knowledge spillovers holds for regions as well as for industries.

Thus, some regions offer more profitable opportunities than others. This implies, for instance,
that the impact of entrepreneurship education may systematically differ across regions. Since

universities are not isolated from, but embedded into the broader region, Walter and Dohse



(2009) argue that two regional characteristics, start-up intensity and human capital density,
should amplify the positive impact of entrepreneurship education. Start-up intensity measures
the relative frequency of new firm creation in a region. According to these authors it should
complement academic education in several ways. First, regions with high start-up rates are
more likely to have large stocks of expertise that entrepreneurs have developed in a learning-
by-doing process. Second, start-ups provide a credible example that entrepreneurship is
possible. Third, the existence of start-ups can reflect and further add to a regional
entrepreneurial culture. Such culture can indicate students that entrepreneurship is socially
attractive and accepted as a legitimate career alternative. In other words, some regions provide
a more fruitful ground for entrepreneurship education than others. Fourth, regions with high

start-up rates have larger and denser business networks.

Human capital density measures the share of highly-qualified individuals in the regional labour
force. According to Walter and Dohse (2009), a high human capital density may be seen as an
indicator that a region is rich in knowledge. Therefore, (potential) entrepreneurs in regions rich
in human capital have access to superior knowledge which increases the profitability and/or the
growth of their (prospective) ventures relative to competitors in regions less well endowed

with human capital.

The requirements for regional engagement embrace several aspects of the responsive HEI
which are generated by evolving priorities within the higher education system. For many HEI,
regional engagement is therefore becoming the crucible within which an appropriate response

to overall trends within higher education is being required (Goddard and Chatterton, 2003).



According to these authors, within HEI the challenge is to link the teaching, research and
community service roles by internal mechanisms (e.g. funding, staff development, incentives
and rewards, communications) and, within the region, the challenge is to engage in many of
the aspects of the development process (such as skills enhancement, technological
development and innovation, and cultural awareness) and link them with the intra-university

mechanisms in an HEI/region value-added management processes.

The role of HEI in the knowledge-based economy is one of an institution that is firmly
embedded in its socio-economic context. Vermeulen (2003) defines and discuses the role
which education can play in economic development, and the relevant spatial scales of
education, in three facets: (i) scope (international, national, regional, local and not relevant);
(i1) function (qualifications, R&D, warehousing, employment, purchasing power, location
factor, and welfare/externalities); and (iii) type (universities, vocational colleges, vocational

training, and secondary education).

Maskell and Tornqvist (2003) stress the significance of informal relations when they explain
the contributions that HEI make to the economic development of a region. In their study it was
suggested that the economic role played by universities is mainly indirect, through the
influence exercised on public governance, civic culture, and informal institutions rather than
one private sector firms directly. In another study, Nieuwenhuis et al. (2003) show that HEI
need to become network players if they do not want to be banished to the margins of the
regional economy. The participation of the several stakeholders in regional and sectorial

knowledge networks requires a new vision of the role of HEI in the local economy.



This has been combined with a new governance perspective which is based on interaction
between different regional actors and on the shaping of a collective capacity for
communication and joint strategy-making. In this approach, Legendijk and Rutten (2003)
argue that HEI occupies a special position and it has acquired a distinct position as a regional
player, which takes a dual role. On the one hand, the HEI is seen as an important source of
business knowledge, both technological and, through the rise of business schools,
organisational. On the other hand, the HEI is regarded as a stakeholder in the process of
regional strategy-making (Goddard, 1998; Goddard and Chatterron, 1999; Jones Evans et al.,

1999; Legendijk and Rutten, 2003; Walter and Dohse, 2009).

Students, institutional employees and future employers of graduates and postgraduates who
complete a university degree emerged as major stakeholders in HEI (Koksal and Egitman,
1998). The central stakeholders are students, teachers (trainers), the educational institution and
employers. However, entrepreneurship education is a process involving a series of stages and a
number of stakeholders who need to be an active part of the process. Thus, the list of
stakeholders can include the specific interests of a wide range of individuals, organisations and

institutions as well as those of community and government representatives.

Vollmers et al. (2001) claim that stakeholders such as students, educators, alumni and
members of the business community have an important role in the development of
entrepreneurship education curriculum that is relevant for local and regional development.
They argue that by obtaining feedback from each stakeholder group, a University can

determine how to best meet their needs.



Piccoli et al. (2000) provide a theoretical model of knowledge creation and delivery that
depicts upon the capabilities and competencies of faculty, students and other stakeholders.
These are critical sources of knowledge creation and important communicators of shared
learning, which is disseminated through the organization to establish and improve processes

that stimulate and sustain strategic change.

The UNESCO’s (1998) framework for priority action for change and development for higher
education stated that HEI should develop innovative schemes of collaboration between
institutions of higher education and different sectors of society to ensure that higher education

and research programmes effectively contribute to local, regional and national development.

Successful projects have to be embedded in and backed by curricula and accompanied by the
supporting agency. In order to create sustainability, it is important to involve regional
stakeholders. Others, however, point out that a single entrepreneurship model is unlikely to
satisfy the varied requirements of a wide range of stakeholders (Bygrave and Hofer, 1991;

Matlay and Carey, 2007; Huggins et al., 2008).

According to what has been said, previous research focused in HEI considers two basic
categories of stakeholders entailed in entrepreneurship education (Reavil, 1998): (i) internal
stakeholders (such as students, faculty teaching, research, administration, support and
management staff, etc.); and (ii) external stakeholders (including parents, alumni,
entrepreneurs, representative of business, commerce and professional bodies, etc.).

Interestingly, however, this distinction is mainly conceptual and it becomes considerably



blurred when stakeholders’ perceptions, involvement and expectations are taken into

consideration.

The central focus on entrepreneurship education usually concentrates on students (Chrisman,
1997; Raposo et al., 2008a; Raposo et al., 2008b). However, we encourage the inclusion of
other stakeholders. Galloway er al. (2005) suggested the need HEI to develop as
entrepreneurial institutions, to become more pro-active in addressing the needs of employers
and the business region when creating courses thus exploiting their creative potential and

entrepreneurial behaviour.

Thus, in this context, as mentioned before, it is suggested that entrepreneurship education
should be viewed as a process, involving a series of stages and a number of stakeholders who
need to be an active part of this process. Furthermore, we argue that the success of
entrepreneurship programmes is very dependent on the level of commitment and the

knowledge and skills base of the stakeholders.

In spite of these positive assertions, the question of how they should respond to regional needs is
relatively unexplored field for most HEIL The shifting role of HEI in regional development must
be seen within a broader context of globalisation and the shifting nature of regional development
and governance, notably the change in emphasis from material to non-material assets and the

revival of the region as an important field for political and economic activity.
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3. Conceptual model: a proposal

Our proposed conceptual model draws on the capabilities of HEI and other different
stakeholders to optimize and manage existing knowledge, as well as the generation and sharing

of new learning, in a regional context.

The model presented in Figure 1 considers that HEI are players within a multi-pole network of
knowledge producers and users (Rutten et al., 2003; Nieuwenhuis et al, 2003). In the centre of
our model we incorporated the theoretical construct of knowledge creation and delivery
presented by Piccoli et al. (2000) that depicts upon the capabilities and competencies of
faculty, students and other stakeholders. It considers that all these stakeholders are critical
sources of knowledge creation and important communicators of shared learning, which is

disseminated to establish and improve processes that stimulate and sustain strategic change.

The model considers that practitioners are the source of knowledge and that HEI is largely
responsible for developing new knowledge which was then transferred to the business region,
who applied the knowledge in the creation of new products and services (Rutten et al., 2003;
Walter and Dohse, 2009). But the model also assumes that HEI play an important role through
the influence exercised on public governance, and other elements of the community (e.g. civic

culture, and informal institutions as mentioned by Maskell and Tornqvist, 2003).

11



Figure 1. The interaction between entrepreneurship education and regional development
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Thus, the model sustains, as several authors do (e.g. Legendijk and Rutten, 2003; Goddart and

Chatterton, 2003; Rutten et al., 2003) that HEI acquired a distinct position as a regional actor,

which takes a dual role. On the one hand, the HEI is seen as an important source of business

knowledge, both technological and, through the rise of entrepreneurship education,

organisational. On the other hand, HEI is regarded as a stakeholder in the process of regional

strategy making (Goddard, 1998; Goddard and Chatterron, 1999; Jones Evans et al., 1999;

Legendijk and Rutten, 2003; Walter and Dohse, 2009).

As Goddart and Chatterton (2003) argued, we assume that additionally to the two traditionally

roles - teaching and research - HEI have a third role that is the contribution to regional

development through the formal integration and acceptation of a regional engagement in the

12




mainstream teaching and research. Thus, within HEI the challenge is to link the teaching,
research and community service roles by internal mechanisms (e.g. funding, staff development,
incentives and rewards, communications) and, within the region, the challenge is to engage in
many of the aspects of the development process (such as skills enhancement, technological
development and innovation, and cultural awareness) and link them with the intra-university

mechanisms in an HEI/region value-added management processes.

This model also highlights the synergies and mutual benefits associated with a range of
entrepreneurship education initiatives for a combination of internal and external stakeholders
as described by several authors (e.g. Reavil, 1998; Hynes and Richardson, 2007). Thus the
multi-pole network considered in this model includes the main stakeholders identified in
literature in both entrepreneurship education and regional development namely internal
stakeholders involved in entrepreneurship education in HEI (students, faculty teaching and
researchers); and external stakeholders, including: the business sector, especially the small
firm sector and entrepreneurs, which provide students with real life practical experiences and
researches with important research questions and “raw material” to develop their theories, but
also receive from HEI, knowledge about how to improve their performance and enhance their
skills, and specialised work force for their organisations; government representatives - which
are affected by the knowledge created in HEI about “how reality works or should work™ - and
other groups of the local/regional community (including parents, alumni, representative of

business, commerce and professional bodies, etc.)

Entrepreneurship education should, on one hand, produce more highly qualified individuals to run

or manage businesses (increasing human capital density), on the other hand, the knowledge

13



resulting from research, when disseminated though the social system, can encourage other
individuals (besides students) to create their own business but also influence policies in order to be
more effective in the provision of institutional support to new and small businesses (increasing
start-up density). Furthermore, as referred by Walter and Dohse (2009), regions with high start-up
rates are more likely to have large stocks of expertise that entrepreneurs have developed in a
learning-by-doing process, this means, in other words, that the intensification of start-up density

will reflect in the intensification of the human capital density.

4. Methodology design: a proposal

The conceptual model presented in the previous section draws on the skills of the several
stakeholders to optimize and manage existing knowledge, as well as the generation and sharing of
new learning, in a regional context. In order to test the proposed model, it is necessary to develop

an adequate methodological approach.

Thus, concerning to the methodologies, the research will be carried out through experimental
designs. In these experiments, we will use some instruments (questionnaires, interviews, etc.) to
evaluate several aspects of the different stakeholders. We also intent to conduct several focus
groups with some stakeholders to explore perceptions, opinions and attitudes towards
entrepreneurship education programmes, as well as to understand their perception about the impact
of their actions in the regional development. The results of this stage will allow the development of
pertinent scales. The items of the measurement instruments will be refined, adapted and validated

for the stakeholders that we intend to analyse.

14



In the fieldwork phase of the research it will be necessary to implement the field survey and the
data collection. In the conduction of the quantitative research we will have to proceed to the:
definition of objectives of research, definition of sample and research methodology (focus groups,
in-depth interviews, etc.), definition of means of research, refinement of the research tools and the

conduction of the research in the selected population samples.

The quantitative research will entail different methods of obtaining information and data,
depending on the unit of analysis. The quantitative data includes carefully designed research,
before the data is actually collected. The tools that will be used by the researchers will entail
descriptive studies, which include the use of personal interviews with experts and academics. The

analysis of case studies is also contemplated.

We will develop this study using a HEI selected from each of the five main Portuguese regions
(North, Centre, Lisbon and Tejo Valley, Alentejo and Algarve). The aim is to gather data from
diverse Portuguese realities. We will try to apply the model to different regions in order to analyse
the differences at several levels (e.g. public support policy, educational curricula, propensity to

start up, etc).

A HEI from each one of those regions will be selected in order to make some focus groups and
administrate the questionnaires to students. Additionally a sample of the local entrepreneurs will be
selected in order to apply some questionnaires and make some interviews. Finally we will gather

some information from the local government representatives by mean of interviews.

Given the complexity of the interrelationships between the different stakeholders and the different

agents existing in the regional context, we will restrict our analysis to three stakeholders - students,

15



business owners and government representatives. This complexity of link also point to the use of
sophisticated analysis techniques. So, structural equation modelling (SEM), t-tests and correlations

will be used to analyse the data.

5. Conclusions

Along this research we discussed the roles of the interplay between HEI, business community
public authorities and civil society is an important part of the settings for a society in change.
These links imply the establishment of networks and adaptable organisations to add innovation

and improve competitiveness.

Some implications of the conceptual model here presented can be strained. The promotion of
entrepreneurship education at regional level, with a consistent programme bringing together
local stakeholders and addressing the diverse levels of education through a scope of different
instruments, assumes relevant importance. Simultaneously, there is a necessity to better
integrate entrepreneurship programmes and activities in the established curricula for schools at
all levels. But all these actions just will be successful if the both national and regional
governments ensure sustained funding/support for entrepreneurship education and for the

implementation of concrete enterprise projects in school.

We argue that HEI should respond to this changing environment, first producing a clear mission
to support the knowledge transfer, to increase the industry orientation and the climate of
cooperation relations with stakeholders, second by establishing new institutional management

16



structures to meet more effectively the demands of the various regional stakeholders. It is
important to recognise the unique characteristics of each stakeholder, such as organisational
culture, territorial responsibility, and funding sources and linking them within the region will be

an important step to increase (or change?) the profile of HEI to respond to regional needs.

As future research, we can point, in first place, the interest in empirically to test the conceptual
model proposed and apply it in specific regional context. Secondly, it would be also interesting
to apply the model in international context in order to establish comparisons. Thirdly, further
research is needed to improve our understanding of stakeholders’ dynamic role in regional
development and entrepreneurship education context. It should explore which endogenous and

exogenous variables might explain the effects of these players.
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