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Introduction

• Role of entrepreneurial process and knowledge 
spillover in the economic growth and prosperity

• Explores the paradox of incumbent firms as both a 
cause and constraint of knowledge spillover 
entrepreneurship



Knowledge spillover entrepreneurship





Competition for knowledge



• Spatial competition model
– Distinction between knowledge creation and 

knowledge application, and R&D
– Disagreements between the agents over new idea and 

approach

• Knowledge created  Local stock of generic 
knowledge

• Spatial proximity  Knowledge available to all 
• Would-be entrepreneurs  Exploit new 

knowledge



Hypotheses



• Hypothesis 1: Ceteris paribus, the rate of KSE in a region 
increases with expansions of the local stock of knowledge.  

• Hypothesis 2: Ceteris paribus, because industry and university 
research contribute to the pool of would-be entrepreneurs as well 
as the stock of new knowledge, the rate of KSE increases with the 
number of incumbents and the number of universities conducting 
research in the region.

• Hypothesis 3: Ceteris paribus, because employment is a necessary 
pre-condition for individuals to become would-be entrepreneurs, 
the rate of knowledge spillover entrepreneurship decreases with 
higher rates of unemployment in the region. 

• Hypothesis 4: Ceteris paribus, the increase in KSE following the 
expansion of the local stock of generic knowledge is negatively 
moderated by an increase in the number of incumbent 
organizations. 



Research Design: Colorado

• HT new firm Birth Rate (per 1000 workers) 0.16
• Establishment size # workers/ # establishments (-)
• Per Capita Income Growth annual change (+)
• Density, population per sq. miles (+)
• Unemployment Rate in local area (-)
• R&D Universities, annual research funding (+)
• Utility Patents  (NSF) (+)
• Incumbents, # business with +100 employees (+)





Driscoll-Kraay fixed effects estimates 



Conclusion

• The increase in the rate NFF is highest when 
increase patents and incumbents is high.

• The second highest rate of NFF when high 
increase in patents and low incumbents.

• The third highest rate of NFF when low increase 
in patents and high incumbents.

• Knowledge is more important than incumbents 
which is what we expect from KSE.


