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1. Introduction

The legacy of Schumpeter tells us that a business’
chance of maintaining a competitive advantage depends
on the company’s ability to continuously upgrade its
competitive advantages, along with how readily com-
petitors and potential new companies can imitate these
competitive advantages (Schumpeter, 1934). Today
there is agreement world-wide that knowledge and in-
novation represent the competitive strength needed for
successful companies (Nonaka, 1991; Brown & Duguid
1991, 1997, 2001; Nonaka & Takeuchi, 1995). Nobel Prize
Laureate Simon Kuznets puts it this way: "an increase in
the stock of useful knowledge and the extension of its
application are of the essence of modern economic
growth" (1966, p. 6). We see the emergence of the know-
ledge- and service-intensive organization, and the prac-
tice of employing a high percentage of qualified man-
power as replacing the capital-intensive and labour-
intensive organization (Fruin, 1997).

The leadership and management of processes of in-
novation and development are regarded, both in litera-
ture and in practice, as complex and difficult to achieve
(Johannessen, Olaisen and Olsen, 1999). The result is
that the development of skills in managing change and
innovation has been widely regarded as being at the
front line of organisation and leadership throughout the
1990s and into the new century. Innovation, in the sense
of using knowledge to create new knowledge, is of cru-
cial importance (Quinn, 1992, De Boer et al., 1999;
Drucker, 1993). Thurows (1996) puts it this way: “[...]
better use of existing knowledge and more effective ac-
quisition and assimilation or new knowledge becomes
the business imperative” (p. 17).

In this paper I will examine three different models in
order to understand development of entrepreneurial
activity and innovation:

—_

The individual/cognitive model
The “community” model
3. The system/network model.

N

My main focus will be development and entrepre-
neurship within various “communities”, since the basis
for innovation lies in the development of a creative en-
vironment, with a special emphasis on communication
between participants. To conclude, I present a case
study where an authentic example illustrates some of
the points made in the theoretical parts of the paper.

2. Innovation and entrepreneurship

Studies of innovation have focused on different le-
vels of analysis of the process. The early literature fo-
cused on the adoption of new ideas and practices by
autonomous individuals (Rogers, 1962), whereas since
the late 1950s there has been growing interest in organi-
zational innovation, i.e. innovation within, and by, or-
ganizations (March and Simon, 1958; Burns and Stalker,
1961; Zaltman et al., 1973). At the same time, economists
have examined innovation patterns at the level of indus-
tries and national systems (e.g., Dosi et al., 1988). The
existence of differing perspectives within the literature
concerning innovation in organizations has been recog-
nized for some time. In an early paper on innovative
organizations, Becker and Whisler (1967) referred to a
'"humanistic approach' used by those wishing to explain
innovation behaviour in terms of personality characte-
ristics of organizational participants, and a 'structural
approach' used by those seeking to explain innovative
behaviour in terms of structural differences. Schumpe-
ter also used a dual perspective and he eventually
shifted his focus from the individual perspective to look
at the role of big business as primary movers in devel-
opment. A perspective widely associated with Schum-
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peter is connected to the phenomenon of “creative de-
struction”. When new businesses are established in
competition with existing companies, this can lead to
the removal of the basis for the existing business. This
can release resources, which in turn can be used in a
new and creative manner to create new activity.

Different perspectives generate different approaches.
It has become normal to differentiate between three dif-
ferent perspectives (Pierce and Delbecq, 1977). In accor-
dance with this, Newell et al. (2002) distinguishes be-
tween a cognitive approach, community approach and net-
working approach. Another familiar methodology is
Slappendal’s (1996) individualist, structuralist and interac-
tive processes. In his account of entrepreneurship in
Norway, Spilling (2006) includes descriptions of the
characteristics of business founders, entrepreneurship in
a systematic perspective, entrepreneurship in a dynamic
and structural perspective, and entrepreneurship and
networking/networks. Despite some dissimilarity be-
tween the various concepts and/or descriptions, there
appear to be a number of recurring ideas. Firstly, entre-
preneurship was originally defined in terms of the abili-
ties and motivation of the entrepreneur him-/herself. A
second explanation is to be found in collaborative
processes, particularly when connected to the develop-
ment of ideas in so-called community practice.

If such development is an important premise for en-
trepreneurship, it requires an environment that can re-
lease tacit abilities and inspire new ways of thinking
within organisations (von Krogh, Ichijo and Nonaka,
2000). A third way of looking at the phenomenon is to
see entrepreneurship in the context of a system or net-
work perspective - implying that it is intimately related
to many environmental factors. Central here is the ques-
tion of how entrepreneurs can access different types of
resources through their various types of networks.

3 The individualistic perspective
3.1 The ability of the individual

In the common public perception of entrepreneur-
ship, it is easy to see that attention is directed towards
individuals and their ability to develop their businesses.
The myth of the local “Gyro Gearloose” who sits in a
cellar and suddenly comes up with his brilliant idea is
still alive and well. It is fundamental to the idea of en-
trepreneurship that individuals and their ability to act
form the primary engine for entrepreneurship. An indi-
vidualist perspective on action assumes that the indi-
vidual is a major source of change in organizations. The
actions of the individual are not regarded as constrained
by external factors; instead, individuals are perceived to
be self-directing agents who are guided by the goals
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defined by themselves. In addition, from this perspec-
tive individuals are rational and make decisions in or-
der to maximize value or utility. In the literature of or-
ganizational innovation, the individualist perspective is
most clearly expressed in those studies that identify in-
dividual-level antecedents of innovation. These antece-
dents have been defined in terms of individual characte-
ristics and individual-level characteristics, such as age,
sex, level of education, values, personality, goals, crea-
tivity, and cognitive style (see Rogers 1962; Amabile
1988; Scott and Bruce 1994). This approach assumes that
certain individuals have personal qualities predisposing
them for innovative behaviour. The problem is that it is
often difficult to identify any clear pattern of individual
characteristics. The answers to this question also vary
depending on whether we base our enquiry on micro-
or macro-economic theory, on psychology or sociology,
or on factual observations regarding who has become
entrepreneurial (Ree Udegérd, 2003). Stoke and Wilson
(2006), Bolton and Thompsen (2003) and Ree Udegard
(2003) all conclude, on the basis of psychologi-
cal/sociological explanations, that a number of personal
characteristics are predominant amongst entrepreneurs:

¢ they are rich in ideas, have great confidence in their
own abilities and take pleasure in new challenges

¢ they have a strong performance motivation (in other
words, a great desire to perform well in a competi-
tive situation), they can cope with losing and take
loss as an inspiration to win next time

e they are confident that they can influence their sur-
roundings, they trust their own opportunities and
resources and dislike terms such as “good/bad luck”
and “it’s in the hands of fate”

e they think in terms of opportunities and are predis-
posed to act.

In the same tradition, Bolton and Thompson (2003)
develop a complete battery of tests to identify strong
and weak aspects of an individual’s tendencies and per-
sonality in relation to succeeding as an entrepreneur.
The authors deal with ego function, social abilities, the
ability to maintain focus and seize opportunities, crea-
tivity, and qualities of team work.

This type of individual perspective is also dominant
in the field of strategic theory. Five of the ten ‘schools of
strategy” identified by Mintzberg, Ahlstrand and Lam-
pel (1998) emphasise individual factors relating to the
leader as the most important driving force for strategic
change and innovation. This is most dominant in ‘the
entrepreneurial school’, in which an organisation’s in-
novative power is attributed to its leader’s ability to
formulate and implement a vision. Although this rather
simplistic line of thinking can be found in the literature
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on entrepreneurship and leadership, some writers have
argued that these personal qualities may be transient,
and that other factors may also be involved. For in-
stance, in his definition of the entrepreneur, Schumpeter
(1934) is careful to point out that individuals are entre-
preneurs only when they carry out 'new combinations'
and that it is rare for an individual to remain an entre-
preneur throughout his/her active life.

3.2 Some critics

Research on individual-level antecedents has a num-
ber of weaknesses when applied to organizations.
Firstly, it is based on the assumption that innovative
decisions involve a single individual only. In organiza-
tional settings, this assumption is unlikely to be valid
(Van de Ven et al., 1989:17).

Secondly, individual characteristics may be oversha-
dowed by the effect of organizational roles and organi-
zational position, as Baldridge and Burnham (1975)
demonstrated in their study of innovation in schools.
The concept of role is a sort of ‘bridge” between the or-
ganizational and the individual level (Baldridge and
Burnham, 1975:168). It represents a shift away from the
purely individualist perspective outlined above, to one
which recognizes behaviour as socially mediated. This
emphasis on individual abilities and characteristics
identifies the entrepreneur’s cognitive abilities and crea-
tivity as the primary driving force behind the entrepre-
neurship.

There has been considerable belief in the rationality
of the individual. The idea that the cognitive capacities
of actors may represent limits on rationality is of course
found in the early work of decision-making theorists,
such as Simon, March and Cyert. While these theorists
challenge the notion of rational choice, Pfeffer (1982) has
argued that much of their work still leaves the basic as-
sumptions of the rational individualist model intact
and, as such, it should be regarded as 'a subset of theo-
ries of rational choice'. A similar position is taken by
Pettigrew (1985, 20), who finds in the work of March
and Simon (1958) a tendency to approach organizational
processes largely from an individualist perspective.

3.3 Motives for starting a new business

Another field that has attracted a good deal of re-
search is the motives for starting a new business. Mo-
tives vary from person to person, and may also vary
depending on the type of business that is initiated. The
literature generally distinguishes between “push factors’
and “pull factors’, reflecting positive and negative moti-
vational factors (Stokes & Wilson, 2006; Spilling, 2006).
‘Push factors” are circumstances that create an external
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pressure to act. It may be economic circumstances that
force an individual to act, or an unsatisfactory work sit-
uation which provides the impetus to find something
different. These are often referred to as ‘job-seeking’
motives.

‘Pull factors’, on the other hand, are positive
attributes that function as a driving force for establish-
ment. It may be the realisation of a favourable market
situation, or that an individual's specific competence
can be used constructively by establishing a commercial
business. The latter factor can be generically referred to
as a ‘self-fulfilment’ motive. In addition to the ‘job-
seeking” and “self-fulfilment” motives, a third category is
termed ‘environmental factors’. Environmental circums-
tances can strongly stimulate or depress business estab-
lishment. These can be factors in the local commercial
landscape or support and stipend schemes.

Research among Norwegian business founders
shows clearly that it is the “self-fulfilment’ motive that is
the most important for them. The most significant fac-
tors in this respect were the chance to use their own re-
sources and exploit good market prospects. In other
words, the primary driving force was a combination of
self-fulfilment and economic opportunity. Data also
suggest that financial need is important and that good
local support from family and from the business com-
munity is significant in motivating the establishment of
a business. These factors are however less important
than “self-fulfillment” and the “job-seeking’ motives.

Despite some dominant tendencies in the data with
respect to motives for business establishment, the na-
ture of an entrepreneur’s motivation will vary from one
individual to another. On the basis of factor analysis,
Spilling (2006) has nevertheless identified three main
categories of entrepreneurs presented in Table 1.

In this section I have pointed out that much of the
literature of entrepreneurship focuses on individuals
and their ability to act as a primary engine for entrepre-
neurship. An individualist perspective on action as-
sumes that the individual is a major source of change in
organizations. Motives for starting a business will vary
from person to person, and may also vary depending on
the type of business that is established. The literature
generally distinguishes between “push factors” and ‘pull
factors’, reflecting positive and negative motivational
factors (Stokes & Wilson, 2006; Spilling, 2006).
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Table 1. Different categories of entrepreneurs

Categories of

entrepreneurs Strong positive correlation with:

Good local opportunity for business
Inspiring local business environment
Good public support systems

Local need for more business supply

Local community
entrepreneurs

Desire to realise abilities and resources
Desire to be able to work more indepen-
dently

Good ideas and a need to try them out
Good support from friends and family
Good market prospects

Self-realisation
entrepreneurs

Need for income
Unemployed or uncertain job
Desire to live locally

Job-seeking entre-
preneurs

4. The community of practice perspective
4.1 Communication as driving force

Contrasting the individualistic perspective, a differ-
ent perspective focuses on the communicative of prac-
tice and on the creative environment. This line of
thought emphasises socio-cultural power as a driving
force for development. The basis of innovation lies in
the development of a creative environment, emphasis-
ing communication between participants. To encourage
innovation and entrepreneurship it is important to
create an environment of creativity, labelled ‘Ba” by von
Krogh, Ichijo and Nonaka (2000). Entrepreneurship in
modern organisations is related to collective processes
which create unified action and a community among
those who participate in the processes (Elkjeer, 2005).

I would like to introduce here some other contribu-
tions, which in one way or another reflect a socio-
cultural and practice-based starting point for the devel-
opment of ideas and learning as a driving force for in-
novation, and which contrast the economic and re-
source-based models (Cook and Brown, 2002; Nonaka,
Toyama and Konno, 2002; Gehrardi and Nicolini, 2003).

4.2 Knowledge in action

There is no single cohesive recipe for a socio-cultural
approach in a community, but its primary focus will be
on “an interest in the local, the particular, and the time-
ly” (Suchmann, 2003, p. 187), as opposed to the univer-
sal, general and timeless.

The focus is on the individual’s performance ‘here
and now’ and on the resources the individual employs
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in carrying out various types of functions. Learning is
here regarded not primarily as an individual and men-
tal process. Instead, it is seen as relating primarily to
social and cultural phenomena. The various ways of
enquiry all attempt to address the relationship between
the individual and his/her environment. We encounter
a large number of terms referring to aspects of this rela-
tionship, such as situated cognition (Greeeno, 1998; Clan-
cey, 1997), situated action (Mantovani, 1996), distributed
cognition (Hutchins, 1995), learning as legitimate peripheral
cognition (Lave and Wenger ,1991), mediated action
(Wertsch, 1998), cultural psychology (Cole, 1990, 1996),
activity theory (Engestrem, 1987; Engestrom and Mietti-
nen, 1999), reflection-in-action and knowing-in-action
(Schon, 1983), tacit knowledge (Polanyi, 1966,) hidden ex-
perience (Oquist, 1994), communities of practice (Brown
and Duguid, 1997), and Ba (von Krogh, Ichijo and Non-
aka, 2000).

However, what all these concepts have in common is
an understanding of the development of ideas as an ac-
tivity inextricably bound to a complex social and cultur-
al context. “What individuals learn always and inevita-
bly reflects the social context in which they learn it and
which they put into practice” (Brown and Duguid, 2001,
200). Activity, participation and action are terms that
identify learning with the use of ability, and which imp-
ly that this ability is part of an identity that is greater
than the individual. Ability is not something that has its
origin in, or that is contained within, the heads of mem-
bers of an organisation. It is rather a form of distribution
of social expertise, or knowledge in action (Schon, 1983)
which occurs and is located within a historic, socio-
material and cultural context. Our abilities, as a rule, lie
embedded in our patterns of action and in the substance
with which we deal. Frequently, our spontaneous prac-
tice-based behaviour reveals a form of knowledge that
does not originate in a preceding analytical and rational
judgement.

This means that such knowledge will have the fol-
lowing characteristics ( Schon, 2001, 29-70; Gerhardi
and Nicoloini, 2003, 204-206):

1. There are actions, recognitions and judgments that
we spontaneously know how to carry out. We do not
need to think through them in advance or while per-
forming them

2. We are rarely aware of how we have learned this
behaviour, and it can be difficult to explain this be-
haviour to others

3. It is located within a network of continual practice.
An important point here is that ability is integral to
the social and material conditions in which it was
created
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4. It is relational and is mediated by a variety of arti-
facts. The most important “instrument” for media-
tion is often language and the discursive practice in
which action and interaction is made explicable for
others and for oneself

5. It is always based on a context of interaction, and is
gained by one or another form of participation in a
practice community. This point reinforces the impor-
tance of possessing the ability for practical action —
the competence to act here and now.

6. It is continually reproduced and renewed and is
therefore always dynamic and temporary.

The outcome of these points is that knowledge and
the development of ability cannot be regarded as objec-
tive, universal and stable. Innovation from this point of
view is a process depending on knowledge flow. We
must rather describe innovation in terms of process and
dynamism and in an arena that is temporary and local.
Human behaviour employs a variety of social and ma-
terial resources, and ability has an ever-changing local
and place-specific aspect. Knowledge is (1) created in
the form of participation in a field of practice, (2) con-
stantly reproduced and renewed and (3) always dynam-
ic and transitional. It is only thus that new knowledge
can be created and gives root to innovation.

4.3 Community of practice

The term ‘community of practice” is very central to
parts of socio-cultural understanding, and Kristina Lee
(1999, 49) defines it as “A group of people:

e developing a shared way of working or playing to-
gether to accomplish some activity (their practice)

e usually involving individuals with different roles
and experience.”

Wenger (1998, 73) has a more complex and detailed
explanation in which practice and community are con-
nected along three important dimensions:
¢ mutual engagement, interest
e common activity, action
¢ ashared repertoire of history, concepts and tools.

Newer work by Wenger, McDermot and Snyder
(2002, 4-5) also underlines that our understanding of a
community of practice should not merely be restricted
to activity, but also include “groups who share a con-
cern, a set of problems, or a passion about a topic, and
who deepen their knowledge and expertise in this area
by interaction on an ongoing basis”. Thus, we are not
necessarily talking about a group that works together
on a daily basis, but a group that meets, is connected by
a common interest or common function or is concerned
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with the same set of issues. They help each other to
solve mutual problems, explore ideas and exchange ex-
periences.

The value of “membership” is not just quantifiably
connected to a work situation, but equally connected to
a feeling of being in an interesting community with oth-
er people. This type of community of practice is culti-
vated through the interaction of competence and per-
sonal experience in an environment of common en-
gagement with issues of shared interest. This sort of ex-
change of knowledge will also be extremely dynamic in
that it arises from “negotiation” within the social inte-
raction that occurs in the practice context. The relation-
ship between members is based on a high degree of
trust, and the group will often have a specialised lan-
guage and type of communication. Story telling is a
common means of exchanging knowledge. Another
term for some of the same qualities found in a know-
ledge-sharing environment has been developed by von
Krogh, Nonaka and Ichio - ‘Ba’. ‘Ba’ is essentially a
shared space that serves as a foundation for knowledge
creation, one that is often defined by a network of inte-
ractions. Particular individuals” knowledge can be
shared, re-created, and amplified when he or she is part
of that context.

The fundamental principles of Ba are care and com-
munication. We can think of Ba as an enabling context, a
place in which knowledge is shared, created, and used.

4.4 Knowledge development in community of practice

In the community of practise the members partici-
pate because they want to share their experience with
each other; “you help me and I will help you” (Newell
et al., 2002, 120). Knowledge development and learning
in a socio-cultural perspective is identifiable as a set of
activities woven into a complex social and cultural con-
text. This means that knowledge development takes
place in the social practice situation which occurs when
members, through their activity, their “negotiation”,
develop knowledge.

Von Krogh, Ichijo and Nonaka (2000) state that the
process of creating knowledge in a business consists of
five steps: sharing tacit knowledge, creating a concept,
justifying a concept, developing a prototype and streng-
thening and making the knowledge interdisciplinary.
Although it is difficult to share tacit knowledge, this is
an essential part of a business’ strategy and socialisation
process, which forms the first step. This is carried out
through observation, stories, imitation, experimentation,
comparison and joint development. The development of
a concept is the second step, e.g. of a service as a result
of experience and imagination. The third step is the legi-
timatisation of the concept, leading on to the next, the
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development of a prototype. The final step is reinforcing
the knowledge. The responsibility of leadership is to
ensure that a minimum of time is spent from receiving
the knowledge to developing it. In addition, the know-
ledge must be documented and distributed to all. This
brings us to the five instruments central for knowledge
development: to envision knowledge, to initiate discus-
sion, to mobilise knowledge activists, to create the ap-
propriate context and to make the specific knowledge
universal.

4.5 Knowledge development and innovation

Ideas of knowledge development and degree of in-
novation can be illustrated using the categorisation em-
ployed by von Krogh, Ichijo and Nonaka (2000, 261):
risk minimisers, efficiency seekers and innovators. What
distinguishes these three categories is focusing on exist-
ing versus new knowledge and on existing content ver-
sus creative processes.

The risk minimisers, who are focusing on risk reduc-
tion, will often say “let us identify what we have and
hang onto it before it is too late”. Such people are con-
cerned with existing knowledge and wish to chart, cap-
ture and use it in the best possible way, often using da-
tabases or cataloguing tools to collect and distribute this
knowledge. The other strategy is characteristic of effec-
tiveness seekers: “make what we have readily accessible
for the whole organisation and find new areas of appli-
cation for existing knowledge”. The distribution of
knowledge is important, as is charting best practice,
which often offers financial economies. Leaders, howev-
er, have also become interested in the tacit knowledge
resident in individuals and wish to employ this know-
ledge to discover opportunities to use and develop the
existing knowledge base. The third category - the inno-
vators - are the ones that provide organisations with a
new course in terms of knowledge. Their approach is
this: “The knowledge we have is not adequate to devel-
op a knowledge-based business. We must create new
knowledge which can be used for successful innova-
tion”. They therefore focus on new knowledge and
knowledge processes. They are knowledge activists who
engage and motivate, and they develop a context for the
nurturing of knowledge. They also understand that it is
primarily these practice communities or various types
of Ba that are the best arenas for knowledge develop-
ment, and they cultivate and encourage such environ-
ments.
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Figure 1. Company development & knowledge creation

Contrasting the individualistic perspective, the
community of practice perspective emphasises socio-
cultural power as a driving force for development. The
basis of innovation lies in the development of a creative
environment, emphasising communication between
participants.

Consequently, knowledge and the development of
ability cannot be regarded as something objective, uni-
versal and stable. Innovation from this point of view is a
process depending on knowledge flow which must be
described in terms of process and dynamism and in an
arena that is temporary and local.

4.6 Criticism of the community of practice perspective

However, this perspective has not been without op-
ponents. In her book Nir lering gir pd arbejde, Bente
Elkjeer (2005, 51-56) criticizes the practice-based concept
of knowledge development. Firstly, she points out that
the practice-based perspective does not succeed in ac-
counting for where the driving force from which behind
the actions comes. It must be something more than sim-
ple participation in a practice community that produces a
driving force. As an alternative explanation she con-
structs a pragmatic organisational definition (including
references to John Dewey 1938/1963), in which an orga-
nisation is seen as an analytical unit, distinct from the
practice idea and from organisations as practice com-
munities. Elkjeer points out that in terms of practical
learning, it is difficult to identify what it is that creates
the impetus for learning and how learning is carried
out. Is participation enough? Pragmatism suggests that
learning is initiated when existing habits and meanings
are found to be inadequate, when an uncertain situation
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arises and causes critical and reflective thought with
consequent action.

Another observation is that input has a tendency to
become more normative and to concentrate on “recipes”
for how to work in order to enable knowledge devel-
opment in organisations. The title of the latest book by
Wenger, McDermott and Snyder (2002), Cultivating
Communities of Practice, reflects this. Their approach is
strikingly similar to that of von Krogh, Ichijo and Non-
aka in 2000. Whilst the latter use such terms as “enabl-
ing”, “care” and “knowledge creation”, Wenger uses
the terms “cultivating”, “design” and “practical mod-
els”. Wenger also launches his ‘recipe’ - Seven Prin-
ciples for Cultivating Communities of Practice. Making
relatively normative recommendations will, in my opi-
nion, interfere with the process around the practice-
based approach to knowledge development as it was
originally formulated.

5 The system/network perspective
5.1 From individuals to systems

Much research on entrepreneurship has directed its
attention toward individuals and the processes that
these go through in connection with the development of
their own businesses. Despite a consciousness that such
developments do not occur in a vacuum but depend on
environmental factors, there have been few attempts to
systematise this in entrepreneurship research. The basis
in the system perspective develops from Schumpeter’s
distinction between different types of regimes.

Although he, the “father” of entrepreneur research,
was concerned with the individualised, “heroic” entre-
preneur, he also felt it important to describe significant
development mechanisms that could form an environ-
ment in which entrepreneurship would flourish.
Schumpeter shifted his focus from the individual pers-
pective to looking at the role of big business as primary
movers in development. A perspective he is renowned
for is connected to the phenomenon of “creative de-
struction”. When new businesses are established in
competition with existing companies, this can destroy
the basis for the existing business. This can release re-
sources which can be used in a new and creative man-
ner to create new activity. To what extent this happens
depends on many factors. Schumpeter himself intro-
duced the term “regime” to analyse this. By “regime” he
means how a system is organised and managed, and
how developmental processes are influenced by various
conditions. Schumpeter employed the terms entrepre-
neurial and routine-based (Spilling, 2007) regimes as ana-
lytical types. In the entrepreneurial regime there are rela-
tively few barriers to the establishment of new busi-
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nesses. There are few formal restrictions and types of
rules and regulations, and knowledge flows relatively
easily between organisations and people. Development
takes place through the mechanism of creative destruc-
tion in which new businesses occur through the death of
old ones, with the re-distribution of resources. In the
routine-based regime, development is dominated by a
few large businesses with a great deal of market power.
There are high barriers against the establishment of new
businesses, which demand considerable resources in
terms of capital and competence. The knowledge base is
also hard to access; it is often based on long-term and
partly exclusive research and development processes
governed by established routines and procedures. In
addition there will often be a number of formal barriers
representing hindrances for new businesses, such as
specific rights and various protective mechanisms.

We see here that even at the time of Schumpeter
there was a dawning understanding that entrepreneur-
ship is not something that occurs freely and indepen-
dently of time and place. On the contrary, it occurs un-
der the powerful influence of conditions such as tech-
nology, knowledge, social conditions, individuals and
established business structures.

Since Schumpeter established the important basis for
systemic understanding, a great deal of research has
been conducted in this area, and today there are three
particularly significant approaches: the innovation sys-
tem approach, the cluster approach and the significance
of networks approach.

5.2 Clusters

The cluster approach is based on studies of commer-
cial clusters by Porters (1998). He defines a cluster as a
geographically concentrated group of companies and
institutions within a commercial area. They are con-
nected by communalities — such as a common know-
ledge environment or a common labour market — and
complementary factors, or ways in which various types
of businesses complement each other, e.g. through cus-
tomer-supplier relationships. Over a period such clus-
ters achieve a competitive advantage. There are better
chances of starting new businesses, and a greater like-
lihood of succeeding in the market. In Norway quite a
lot of attention has been paid to the establishment of
clusters based on geographical location. Reve (2007) has
summarised cluster studies and shown that only three
industries are found to have fulfilled the requirements
for complete clusters: the oil and gas industry, the mari-
time industry and the seafood industry. Others, such as
ICT, the finance sector and travel and tourism have the
potential to become industrial clusters. He points to
successful and unsuccessful attempts to develop indus-
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trial clusters and warns against over-simplified conclu-
sions that the development of industrial clusters will
automatically result in growth of innovation.

5.3 The network perspective and innovation

A combination of individual and system perspec-
tives is to be found in the network perspective on entre-
preneurial activity (Granovetter, 1973; Foss, 2006). Net-
work is here defined as the relationship between
people/groups and other bodies with whom they relate.
The way in which people relate to one another within
the network can be indicative of their social behaviour.
Networks thus become structures that can promote or
hinder actions related to entrepreneurship. Of particular
interest is how entrepreneurs access various forms of
resources through the network.

It is not a foregone conclusion that networks auto-
matically give access to resources, and to cast light on
this we must examine more closely some of the different
characteristics of networks. The strength of a network
lies in the amount of time, emotional intensity, intimacy
and reciprocal services that it invokes. Strong links be-
tween participants result in a high degree of trust, social
integration and identity. In an establishment phase it is
of course important for an entrepreneur to have good
and strong links to others in whom he or she can trust.
The disadvantage, on the other hand, is that establishing
such links takes time and often is a very gradual
process. Contingent links are easier to establish and can
give a great deal of information without demanding any
particular emotional involvement. People that the en-
trepreneur meets, for instance at conferences and meet-
ings, can become connections of this sort for informal
discussions and information exchange. A variant of
strong and contingent links is the concept of direct and
indirect links. The presence of many indirect links indi-
cates a broad network that can be an advantage by giv-
ing access to a good variety of resources. Another dis-
tinction is that between so-called arm’s-length links and
integral links. Arm’s-length links are often formal,
commercial links without any particular personal or
emotional involvement, such as the entrepreneur’s con-
tact with the County Council or specialist consultants,
and will not demand any form of reciprocal service in
return. Integral links, by contrast, are built on trust and
often have a strong emotional component. The point is
that an entrepreneur naturally needs different types of
links and the ability to use the various characteristics of
such links. Sometimes it is important to have strong and
close links when intense help and support is required,
but arm’s-length links are often important to access offi-
cial information and knowledge.
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Not surprisingly, then, it is seen that those engaged
in entrepreneurial activity have a need for both close
and arm’s-length links. It is apparent that both types of
links give access to emotional, informative and material
resources (Foss 2006, 193-216). We can therefore con-
clude that networks have a clear indirect influence on
entrepreneurship by generating resources. This does
not, however, mean that the network perspective is
without problems. Networks demand time and re-
sources to establish, maintain and possibly wind up.
The availability of and need for various types of net-
work will often change in the course of an entrepre-
neur’s work, and developing a portfolio of types of
network appropriate to various situations is also very
demanding.

The overall entrepreneurial function is not only de-
pendent on a sufficient supply of entrepreneurs, but
also on the availability of a good and varied network
which can be used in an informed manner.

6. Three alternative perspectives

The main point of the system and networks perspec-
tive is that innovation must be understood as a syste-
matic phenomenon. It is a type of interactivity that oc-
curs between a number of different parties. Knowledge
is understood to be the most important resource in the
economy, and learning the most important process. The
central element of innovation systems is then to produce
and spread knowledge and to use it for economic pur-
poses.

By knowledge, we mean both explicit and tacit
knowledge. Systems, routines and practices should
therefore be established to secure ways of accessing
both types. Research in various types of companies de-
monstrates that the knowledge base is formed of a mix-
ture of explicit and tacit knowledge. Thus, it is particu-
larly important to discover whether and how the “tacit
knowledge” can be codified and become a type of
knowledge from which other people can profit (Weste-
ren, 2005). Significant commercial advantages can be
drawn from using both explicit and tacit knowledge
from within the whole organisation. Doing so requires
well-developed networks and communication skills.

To summarise, Table 2 illustrates the three perspec-
tives examined in this paper.
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Table 2. Summary of different approaches to knowledge creation for innovation
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Individual approach

Community approach

System/network approach

Understanding of
knowledge

Primary activity with
respect to knowledge.

Role of knowledge
management

Primary gains form
knowledge manage-
ment

Knowledge is objectively
defined and codified as con-
cepts and facts.

Knowledge reuse, capture
and storage Use of ICT

To codify and capture expli-
cit knowledge in the organi-
zation and transfers to the
rest of the organization.

Better recycling of know-
ledge and the standardiza-
tion of systems

Knowledge as social con-
struction

Knowledge creation and
application. Development
of social communities in-
cluding project groups and
teams.

ICT plays a peripheral role.
To encourage knowledge
sharing amongst and be-
tween groups and individ-
uals. Use of tacit know-
ledge.

Greater application of in-
ternal and external sources
of knowledge to create new

Knowledge - both explicit
and tacit - is located exter-
nally in networks and sys-
tems.

Knowledge acquisition.
Knowledge is acquired
through access to external
networks and sources of in-
formation. ICT may play a
central role.

Use of network. Use of ex-
ternal knowledge and infor-
mation.

Greater awareness of exter-
nal developments

Dominent metaphors The human memory

Critical resources Intellectual capital

Critical success factors  Use of ICT

practices.

Community of practice The network, link-
ing/joining.

Social and intellectual capi-  Social capital, structure capi-

tal. tal

Trust, commitment and

Use of network

communication.

7. A tourism case study?!
7.1 The Brandheia story

In this case study I will tell the story of an entrepre-
neur who has succeeded in establishing a viable tourist
business in a North-Trendelag bog. The tale shows that
successful innovation demands both strong personal
characteristics such as will and determination, good co-
operation with others, both within and outside the
business, and an emphasis on an environment that
promotes knowledge development and the establish-
ment of a variety of networks and support from many
other parties.

At Brandheia Villmark og Velveere, situated in the forest
10 miles east of Steinkjer in the Norwegian county of
Nord-Trendelag, a visitor orders not a single or double

1 Brandheia Villmark og Velvere (Wilderness & Pleasure) - Innova-
tion in a North-Trendelag Bog is based on a presentation found at
www.innovasjonnorge.no and on an interview/conversation with the
initiater, Mari Lisbeth Finstad.

room but a single or double reindeer skin. This is no
ordinary hotel or mountain hostel concept. The entire
stay is based on the characteristics of the wilderness. In
1990, Mari Lisbeth Finstad had a dream. Together with
the neighbouring farm, Kippe, she had about 1500 acres
of moorland. “We have to do something with this land”,
she thought. The following year, Brandheia Vill-
marksleir (outward-bound centre; now called Brandheia
Villmark og Velvere) became a reality. Together with
industrious owners and workers she has made this a
success. Its modest beginnings, in 1990, consisted of just
a wigwam and a small camping area. Since then, the
business has grown slowly but steadily, and now con-
sists of four large buildings, several smaller ones and a
sauna. The place accommodates a total of up to 50
people and can serve groups of up to 200. During 2007
an extension, consisting of further accommodation and
course facilities, will be opened. It is worth mentioning
that Brandheia Villmarksleir won the National Rural
Tourism Award in 2001. Brandheia’s success cannot be
explained in terms of any simple perspective on innova-
tion.
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It is a very complex picture that emerges — both in-
dividual factors, an environment that encourages know-
ledge development, and the significance of network are
important factors in the development of Brandheia.

7.2 A key to success: The individual approach

A strong personality. Business-woman Mari Lisbeth
Finstad’s philosophy is humour and madness. It is im-
portant to be self-assured and to acknowledge one’s
roots: this enables an assimilation of other cultures. This
forms the basis of much of the inventiveness and “mad-
ness” that characterises Mari Lisbeth. Brandheia now
represents a significant source of women’s employment
in the small village community. Six of the eight em-
ployees are women. Mari and the others regularly foster
new ideas, which are later converted into realities, and
eventually can result in even more employment possi-
bilities in the village. A substantial element in the suc-
cess is that they have been economical, allowed plenty
of time for their business to develop, and drawn little
salary along the way. All development work has been
(and still is) carried out on a voluntary basis. Mari be-
lieves this is perhaps a “typical female” feature, the de-
sire to be more or less debt free before trying out new
escapades. “If you are to succeed, you must burn”, she
says, and tells the story of a lot of creativity and very
little money, and of the importance of developing ideas
and then seeking financial support. “You don't really
need to think in grand and difficult terms”.

We can see here that she possesses many of the cha-
racteristics we find in descriptions of the (successful)
entrepreneur in the literature. She is full of ideas, very
motivated to succeed and, not least, with a strong belief
that she will succeed. In this way she can be seen as
both a local community entrepreneur and as a self-
realisation entrepreneur.

7.3. A key to success: Focus on process and develop-
ment of new knowledge

Knowledge as a foundation for innovation. Central to
the development of the Brandheia concept has been the
use of local materials from local suppliers, and products
from the surrounding countryside and depending on
the season. The choices of architecture, infrastructure,
food, drink and activities are all based on local know-
ledge and tradition.

“We use no bought-in solutions, but catch fish in the
mountain lake, shoot moose and pick berries and mu-
shrooms”. She focuses on her employees as a significant
resource. Good ideas come in, and Mari “collects them”
and turns them into reality. She also points out that
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there are many resources “well concealed” in every em-
ployee.

It is therefore very important to involve employees
in the knowledge creation necessary for the business to
develop and thrive. The recurring theme is “to see the
opportunities, not the difficulties!” Many of the business
developments result from spending time with her em-
ployees, trusting them, and encouraging them to com-
municate. This is particularly evident in the develop-
ment of the food that is served. A good learning envi-
ronment forms the foundation for interplay between
theory and practice, tacit and explicit knowledge, ma-
terial artifacts, senses, aesthetic signals, individual expe-
rience, social interplay and the interpretation of such
interplay. This leads to knowledge development occur-
ring in a social practice situation which occurs when the
members, through their activity, “negotiate” know-
ledge. Knowledge development is dynamic and occurs
in interaction between competence and personal expe-
rience in an environment of common engagement in
mutual cooperation. Abilities and knowledge that are
developed together are also jointly owned. This means
that knowledge does not disappear even if a member
leaves the group.

Reflection and practice. A central issue is reflection
over one’s own practice, with reference to the work of
Schon (1983) on the reflective practitioner. He powerful-
ly opposes the predominant technical, rational under-
standing and launches a practice epistemology which
lies implicit in the artistic, intuitive processes that many
practitioners use in situations where there is talk of un-
certainty, lack of stability, uniqueness or conflicting val-
ues. Schon draws on Barnard (1938), Ryle (1949/2000),
Polanyi (1967) and others in introducing the terms
‘knowledge in action’ and ‘reflection in action’. He con-
siders that daily life is characterised by intuitive, spon-
taneous action and that knowledge is on the whole im-
plicit in and bound up in the actions. This means that
we often have difficulty in accounting for what we
know and why we act the way we do. On the other
hand, knowledge can be made conscious and can
change when the practitioner enters into a situation
where intuitive action ceases, often caused by unex-
pected and surprising events. This causes reflective ac-
tion, or a reflection over practice. These reactions can be
used to generate new models, principles or ideas based
on earlier experiences or practice. The whole can be seen
in a new light and the individual can experiment in the
practice situation. In this way the Brandheia organisa-
tion develops into a learning-intensive organisation. On
the basis of observations and conversations, a picture of
Brandheia emerges in which employees and leaders
emphasise the following:
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e there is a great need for continual competence devel-
opment (pressure for learning)

e conditions are conducive to learning (both explicit
learning and everyday learning)

¢ individuals’ competence is in demand and is used

e individuals’ contributions are channelled towards
the business’ core objectives

The development of Brandheia as a learning-
intensive organisation appears to be based on two main
factors: a well-functioning organisation and a high level
of ambition and learning pressure within the team. The
organisation is geared towards development, and em-
ployees have a great deal of influence on their own
work and on the development of the company. The dai-
ly work is regarded as being well organised and there is
a well-developed feeling of collegiality among the em-
ployees. This sense of community also means that there
is not a culture of doing whatever one wants. The pres-
sure to learn results in mutual expectations among the
employees; that they do their work as well as possible
and offer good quality. There are also high expectations
with respect to continual renewal and reflection.

7.4 A key to success: The network approach

A final factor that Mari Lisbeth emphasises as impor-
tant for Brandheia’s development is a well-developed
network as well as technical and financial support from
the organisation Innovation Norway. But let it be said
— pure financial support is one thing, but assistance
with skills development is just as important! In addition
to a close and tight network of family, friends and col-
leagues, she has also developed a network of external
resource persons, customers and public bodies. These
networks are rather different in character. The networks
of people that she knows well are characterised by trust
and have an emotional component, but give access to
long-term relationships and are important for creating a
good learning environment or Ba. The network of ex-
ternal resources is characterised more by “contingent
links” but provides useful new information, provides
without diverting focus, and demands less time and
emotional investment. Mari Lisbeth’s various networks
are significant for entrepreneurship in various ways, in
terms of structural as well as qualitative aspects of rela-
tionships. The size and breadth of the network, the
strength of its relationships and its so-called arm’s-
length and integral links allow her access to informa-
tion, resources and means of carrying out plans. We
have seen that a network gives access to thought-
provoking, informative and material resources and that
a network changes in the course of an entrepreneurial
process. For Brandheia it has become gradually more
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important to have access to external networks, as the
business has developed. Research has yet to demon-
strate that a network in itself increases business output.
The contribution of network research to the field of en-
trepreneurship has been its ability to describe and ex-
plain how entrepreneurship depends on a social struc-
ture.

This is an important contribution in several respects.
Firstly, it highlights how entrepreneurship is dependent
on environment; it is more than a question of personal
qualities. Secondly, it directs attention to conditions that
can change in a developmental goal. This is where we
believe network research has an unfulfilled potential. As
we have pointed out, network in a strategic perspective
is generally a means for the entrepreneur to achieve a
goal. But a review of the research shows that the
integral nature of a network — working together with
the surroundings — makes its significance for the en-
trepreneur fairly complex. The building of relationships
demands time, resources, dialogue skills and an under-
standing of one’s own behaviour. This points towards
an understanding of the network as relational processes
— as communities.

In summary, looking back to Table 2, this means that
in addition to a number of well defined personal charac-
teristics of the businesswoman Mari Lisbeth Finstad,
knowledge development through community processes
must be said to be the primary driving force in the de-
velopment of Brandheia, and not its location in a de-
fined cluster of travel and tourism businesses — which
is most certainly not the case.
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