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Synergy between the Creative Class
and Entrepreneurs Promotes Economic
Growth

Recent literature suggests that entrepreneurs and the creative class interact
synergistically to promote economic growth. “Creative class” occupations
are those that involve “Developing, designing, or creating new applications,
ideas, relationships, systems, or products, including artistic contributions.”
As McGranahan et al. (2008) note, “Creative capital provides the knowledge
and ideas required for growth while entrepreneurship provides the means
for incorporating knowledge and ideas into the local economy.” However,
the creative class is migratory and tends to congregate in places with a high
quality of life that provide networking opportunities, amenities that serve to
retain and attract youth, access to outdoor recreational activities and a sense
of community inclusiveness. Creative class concentration is highlighted by
shades of green in Figure 1b.

There is a strong relationship between entrepreneurship, the “creative class”
and economic growth (Figure 2). Overall, the results indicate clearly that, on
average, counties with more entrepreneurs and with more members of the
creative class experienced larger gains in total employment and business
establishment growth per job, especially in the nonmetropolitan counties of
the Southeastern region.

Figure 1. Distribution of Tennessee nonfarm proprietors (a) and creative
class (b)
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Figure 2. Percent change in number of jobs (1990-2000), by entrepreneur
and creative class share

Entrepreneurs Influenced
Business Establishment
Birth in Tennessee, 2000 — 2006

Entrepreneurship positively influenced the likelihood of firm birth across
every county. Given a 1 percent change in the proportion of nonfarm
proprietors to nonfarm jobs, a county was twice as likely to experience a
firm birth belonging to any sector from 2001 — 2006. Likewise, given a 1
percent change in entrepreneurs, counties were, on average, seven times
more likely to have a firm belonging to the construction value chain enter the
economy. Lastly, for the industrial machinery value chain, counties were
about six times more likely to attract investment from a sector member of
this value chain, given a percentage change in the nonfarm-proprietor to
nonfarm-jobs ratio.
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Conclusions and Remaining Questions

Entrepreneurs operate the largest firms and smallest enterprises; they build
new businesses and create jobs at all levels of economic activity in a
community. But as entrepreneurs find it more and more difficult to obtain
credit to realize their objectives, job creation will inevitably slow down and
economic growth will stagnate or decline.

In recent times, Tennessee appears to enjoy a comparative advantage with
respect to growth in its stock of entrepreneurs relative to the Southeastern
region. But a single answer as to the state of entrepreneurial growth in
Tennessee is difficult to discern because the evidence is mixed: it depends
on where one looks, and what measures are used. For example, very small
businesses employing 1 to 4 persons posted an overall decline from 2000 to
2005 in nonmetropolitan counties. Yet growth in the number of small
businesses employing 1 to 4 persons in the construction sector in noncore
counties, and small enterprises of the same size in the agriculture sector in
micropolitan counties experienced overall growth. At the state level, the
percent of jobs belonging to nonfarm proprietors has increased from 2000 to
2006. But a less sanguine picture is painted when entrepreneurship was
gauged as the proportion of nonfarm proprietors over total employment at the
county level, as the breadth of entrepreneurs appears to be in decline.

Small business enterprises continue to play an important role in Tennessee’s
economy, employing more than 80 percent of the workforce in the
metropolitan and nonmetropolitan counties of Tennessee. Counties with
relatively more entrepreneurs were also more likely to experience business
creation from 2001 to 2006.

What emerges is a complex pattern reflecting growth of small businesses in
some sectors and in some counties, and declines in small business enterprises
in other locations. The pattern suggests a “one-size-fits-all” approach may
not be effective in terms of targeting small business growth in metropolitan
and nonmetropolitan counties alike, and that policies targeting
entrepreneurial development reflect the demands specific to certain sectors.
Given the need for policy devolution, the question remains as to what forms
local, sector-specific policies will take, and how might one gauge their
effectiveness. Undoubtedly, such policies will be context-dependent in terms
of location and the demands of entrepreneurs engaged in specific sectors.
This will certainly entail identifying local resources and capacity constraints,
engaging and involving stakeholders, and developing assessment protocols
to evaluate project milestones and enhance local accountability.

To read full report visit our Web site:
http://trend.ag.utk.edu/entrepreneurship.html

Steiving J6e Mieeess

A STARTING POINT FOR LOCAL
POLICY INITIATIVES WILL
INEVITABLY REQUIRE THE
FOLLOWING COMPONENTS:

Enable entrepreneur networks and communication
at the local, regional and state level.

Promote collaborative efficiency between service
providers and seek to fill service gaps in a
coordinated fashion.

Connect entrepreneurs to information and services
through online portals, education and networks
(including health care, capital, patent proposal
evaluation, etc.).

Discover local constraints to entrepreneurial
development, as well as the sector-specific demands
of entrepreneurs.

Assist rural communities with their transformation
to an “entrepreneurial community” through
strategic planning efforts, incentive programs and
positive asset mapping.

Provide opportunities for students to build
entrepreneurial skills through experiential
learning, promoting transformation of ideas to
viable products and services.

Enhance connections with the “creative class” and
strengthen efforts to recruit creative people and
jobs.
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