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Enterprises’ Development in Peripheral Regions: Patterns and Determinants

1. Introduction

Since last decades regional development has been an issue of significant
interest of policymakers, local authorities, scholars. From numerous studies
and discussions on the agents affecting regional development, the main
conclusion emerges on considerable importance of enterprises as a key
resource for the region’s competitiveness increase (e.g.: Audretsch and
Keilbach, 2008; Benneworth, 2004; Fritsch and Storey, 2014; Klasik and
Kuznik, 1998; McCann and Ortega-Argilés, 2016). However, the substance
of enterprises for regional growth is disparately explained in regional devel-
opment theories. For example, according to the neoclassical exogenous
growth theory the sources of regional growth lie outside, which evinces
itself primarily in attracting external investors, while in new endogenous
growth theories, which are predominantly employed in nowadays studies,
enterprises constitute an internal factor of growth and should be stimulated
to increase the competitiveness of a region (Dawkins, 2003).

Some studies provide evidence that the relationship between enterprises
and the region is contraflow, and the character of the region determines
development of enterprises! (e.g. Bosma and Schutjens, 2011; Struzycki,
2011). As a consequence, disparities arise between regions in types and
structures of businesses, entrepreneurial attitudes, knowledge spillovers,
etc., having an influence on regions’ division into leading and lagging.
Limited adaptive capacities which are mostly associated with peripheral
regions meaningfully reduce their development perspectives, causing social
and economic exclusion. For that reasons, it seems important to better
understand the patterns and determinants of enterprises’ development in
non-core regions.

The debate on challenges faced by enterprises in peripheral regions is
still incomplete. A growing number of studies focus on selected aspects of
challenges in question, yet a comprehensive view on these issues is needed.
To fill the above research gap, in the paper the following research question
is explored: What resources and actions related to enterprises in peripheral
regions are essential for their development? Desk research of literature,
especially in the field of entrepreneurship, regional growth, and geography
economics has been employed as a research method in this paper.

The goal of the paper is to identify the essential determinants of enter-
prises’ growth in a peripheral region, with regard to particular patterns of
regional development. Therefore, this paper contributes to the growing
body of literature on businesses located in peripheral regions by providing
a framework for better identification and understanding of the patterns
and determinants of enterprises’ growth in lagging regions.

The reminder of the paper is structured as follows. The first section
provides a discussion of the essence of peripheral regions, especially in
terms of their properties and growth possibilities. The second section
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presents the patterns for enterprises’ development in lagging regions, with
an identification of related determinants. The conclusion includes general
summary, recommendations, research limitations and suggestions for future
research.

2. The Substance of Peripheral Regions

The understanding of “peripheral region” has changed over time. Origi-
nally such regions were considered solely in terms of territorial distance.
Nowadays an economic approach prevails, according to which non-core
regions are those in which the level of economic development is low. In
this line of thought, basing on the literature studies, Arbuthnott, Eriksson,
Thorgren and Wincent claim that such regions are “remote areas located
far from large dynamic markets and characterized by strong tradition and
underdevelopment [...], where the local businesses environment is often
dominated by long-standing traditional industries or in some instances
branch plants” (2011, p. 624).

Some scholars argue that peripheral region may be also defined by its
social dimension, regarded as civilisational backwardness (Korenik, 2012), as
well as its cultural, political, and administrative attributes (Proniewski, 2014).

Irrespectively of an approach towards defining “peripheral region”,
a conclusion emerges on an ambiguity associated with this concept. To
put it more clearly, since most regions are not internally homogeneous,
in the case of large (economic, social, cultural, etc.) diversities which may
occur within a peripheral region, some parts of this region might be more
lagged then the other. Such a phenomenon is reflected mostly in enterprises’
concentration around large urban centres in peripheral regions, with a mar-
ginalisation of the other areas within a region. Thus, a metropolitan area
predominantly takes advantage of the periphery since resources usually flow
there from an underdeveloped area within a lagging region (Felzensztein,
Gimmon and Aqueveque, 2012; Heffner, 2012; Korenik, 2012). Similarly,
Felzensztein et al. claim that the understanding of “peripheral regions” may
differ depending on the economy considered. In this respect they argue that
“peripheral areas within emerging and developing economies are usually
economically weaker than in the developed world” (2012, p. 818).

The recognition of lagging regions is made mainly by identifying the
distance among regions. Different benchmarks may be employed here?.
In most studies an economic criterion dominates following the European
Union cohesion policy guidelines in which that distance is measured by
Gross Domestic Product (GDP), with regions with GDP less than 75% of
the EU-27 average considered as peripheral.

The status of region is associated mostly with its endogenous resources.
As suggested by Heffner (2012), the grounds for periphery may result from
economic and spatial aspects (poor availability of communication and trans-
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port, economic and socio-political insignificance of a region), as well as

non-spatial agents (e.g. low levels of human and social capital). In the

course of a review of literature, the following characteristics of non-core
regions may be enumerated:

— low level of R&D and innovative activities (Copus, 2000; Grillitsch and
Nilsson, 2015; Proniewski, 2014; Todtling and Trippl, 2005),

— low rate of entrepreneurship (Copus, 2000; Korenik, 2012),

— dependence on primary industries (Copus, 2000; Korenik, 2012; Miszc-
zuk, 2012; Proniewski, 2014; Todtling and Trippl, 2005),

— low population and remoteness from markets (Korenik, 2012; Miszczuk,
2013; Stephens, Partridge, and Faggian, 2012),

— weak network and cluster dimension (Mayer, 2013; Proniewski, 2014;
Todtling and Trippl, 2005),

— low quality of human and social capital (Korenik, 2012; Miszczuk, 2012;
Proniewski, 2014; Stephens et al., 2012; Proniewski, 2014; Todtling and
Trippl, 2005),

— low quality of infrastructure (Copus, 2000).

Depending on their drivers of growth, regions may differ significantly.
Insufficient endogenous resources constitute a background for a region’s
lagging, since peripheral regions generally do not have an adequate amount
of such resources for development. Consequently, relatedness which mostly
emerges between respective endogenous resources, in such a case, may be
regarded as a great disadvantage by leading to strengthening the negative
processes in non-core regions.

According to new endogenous growth theories, it is believed that the
growth is determined by the region’s capability to accumulate capital (finan-
cial, human, social), development of innovative and R&D activities, high
level of entrepreneurship. However, idiosyncratic features of peripheral
regions may generate problems with region growth theories’ applicability
to explain the processes which occur in such regions. In this regard, Ste-
phens et al. (2013) speculate whether a peripheral region is ever able to
produce growth. With references to enterprises’ value in non-core regions’
development, Benneworth maintains that this is an issue “with which new
regional paradigms do not extensively deal” (2004, p. 440).

A literature review of theoretical considerations as well as empirical
studies provide evidence that, despite endogenous weaknesses of periph-
eral regions, an effort should be made to orient them to a growth path.
The main reason for such actions is an inhibition and reversal of adverse
changes in the age structure of the population and the poor quality of life
(Malkowski and Malkowska, 2011). However, it seems pivotal to ensure
that such actions are smart and sustainable. It means that an activation of
sustainable development processes in lagging regions requires a “critical
mass” of resources (Grosse, 2007; Todtling and Trippl, 2005). As argued
earlier, endogenous resources are quite scarce, hence lagging regions often
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face a problem of attracting requisite resources from outside. By strength-
ening regional clusters, linking them with external clusters, inviting inno-
vative enterprises, a peripheral region may improve its competitiveness
(Todtling and Trippl, 2005). A regional economy may be also enhanced by
improving enterprises’ innovation capabilities, with “absorption capacities”
empowerment (Todtling and Trippl, 2005, p. 1214) and knowledge suppli-
ers availability as the essentials. Since the principal driver of a region’s
growth is represented by enterprises, their development essentially deter-
mines a region’s competitiveness, with innovation, knowledge spillovers,
and entrepreneurial activities.

3. Development of Enterprises in Peripheral Regions —
Essential Actions and Resources

Based on the new endogenous growth theories, two principal patterns
for peripheral regions may be suggested: (i) a usage of existing endogenous
resources in a new way (ii), creation of new endogenous resources. The paths
in question inseparably apply to the paths of enterprises’ development in
these regions, establishing a basis for defining determinants of their growth.

The first pattern is related to the novel ways of using existing regional
resources. This approach concentrates on the internal basis for a region’s
growth and focuses on boosting inner actions aimed for development on the
ground of available resources (Grosse, 2007). Empirical studies in this scope
provide an argument that launching new industry concepts within limited
regional sources may lead to social tensions and antagonism, aggravating
the existing situation in a region (Arbuthnott et al., 2011; Benneworth,
2004). Thus, a need is apparent here for building social capital among
the region’s actors, especially within the industry. Another way of follow-
ing the path of having a different approach to existing regional resources
may relate to focusing on these resources which have not been used so
far. In this respect, Felzensztein et al. propose, on the ground of studies
on Chilean lagged regions, to concentrate on “the natural resource-based
industries or (...) the underdeveloped but growing tourist infrastructure”
(2012, p. 829). Examining a group of enterprises from the North East of
England, Benneworth found out that social networking, as well as a col-
laboration between enterprises and universities may help to build new
regional assets, and to “increase the productivity and competitiveness of
local firms” (Benneworth, 2004, p. 442).

An appropriate level and structure of human capital seems to be a mean-
ingful determinant for generating business growth. It should be said that
a significant obstacle for enterprises from peripheral regions is movement
of highly educated workforce to places with better developmental opportu-
nities. On the basis of some German, Greek, Polish, Portuguese, and UK
peripheral regions, North and Smallbone (2006) emphasise that it seems
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crucial to encourage young, entrepreneurial people to stay in a region.
This observation is also supported by Skubiak (2013), as well as Zimnoch
(2013), who on the ground of Polish lagging region claims that migration of
these people outside a peripheral region significantly weakens the amount
of regional human capital. Moreover, based on the example of the UK
government policies in 1997-2010, Huggins and Williams state that “gen-
eral development of a culture of regional entrepreneurship, particularly
among young people” (2011, p. 919) may be a significant driver of growth.
The amount of human capital together with social capital may determine
the level of trust, straightforwardness, honesty, credibility in business rela-
tions. These attributes significantly affect enterprises’ development since
the characteristics of an entrepreneur are usually crucial in entering busi-
ness relations, collaborations, asking for finance. As was observed on the
basis of the UK business angel groups, the characteristics in question are
pivotal in the processes of investment opportunities’ valuation by business
angels (Mason et al., 2016).

Social capital for enterprises’ and region’s growth is requisite for the
second pattern of development. With regard to this pattern, one of the deter-
minants of enterprises’ growth may be entering outside markets. Because
in most cases enterprises from lagging regions have limited access to these
markets, launching internalisation processes may constitute a ground for
development. In this respect, of particular importance seems to be building
an appropriate level of social capital. Developing flexible business practices
may be a way of pursuing such activities. Following this thought, Young
argues that such an approach opens enterprises for taking advantages from
“happy accidents of connectivity” (Young, 2010, p. 851) with external mar-
kets. Moreover, creating an effective network of contacts seems important,
as providing access to new business partners and clients, and allowing knowl-
edge spillovers, etc. This observation is supported, inter alia by Dubois,
who on the basis of two Swedish non-core regions emphasises that “even
peripheral small firms do have the ability to engage in multiple webs of
distant relations” (Dubois, 2016, p. 10).

As innovation is regarded as a fundamental determinant of enterprises’
development, it seems essential, within the second pattern of development,
to concentrate on it as a crucial growth base. Requisite conditions of inno-
vativeness are related mainly to access to external knowledge and local
knowledge spillovers. The conditions in question also concern, inter alia,
access to finance, high skilled labour, support services. According to Varis
and Littunen (2012), an innovation environment is established by the fol-
lowing kinds of infrastructure: production, knowledge, institutional, physical,
labour, soft (related to the quality of life), innovation support, financial,
network, as well as location and industry of a firm. However, innovative
activities of lagging regions’ enterprises are usually limited by their scarce
sources/infrastructure and restrained access to knowledge (both local and
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external). A remedy for this may be internalisation and collaboration, espe-
cially with outside actors. On the ground of 2 261 Swedish enterprises,
Grillitsch and Nilsson demonstrated that peripheral regions’ enterprises
engage more in non-local collaboration than enterprises from core regions,
as an alignment for “lacking opportunities of local knowledge spillovers”
(Grillitsch and Nilsson, 2015, p. 316). However, the sources of knowledge
may be also found in a region, even if a lagging region is considered. On
a sample of German enterprises, Mitze, Alecke, Reinkowski and Untiedt
(2015) observed that engaging in R&D cooperation with research and uni-
versity institutions, as well as with other enterprises, may help to overcome
the limited sources of knowledge in a peripheral region. Scarce innovative
activity may be also enhanced by strengthening regional clusters and by
linking a peripheral region’s enterprises with external clusters (Todtling
and Trippl, 2005).

The above considerations lead to the conclusion that public authorities’
engagement in actions of initiating and supporting development processes
in peripheral regions seems fundamental. According to Grosse, the recom-
mendations for necessary actions are as follows (2007): (i) decentralisation
of regional policy, (ii) appropriate usage of external resources, (iii) crea-
tion of internal capacity for development, (iv) establishing a long-term
government policy for lagging regions. It seems also significant to endorse
universities and research agencies, enhance transport and communications
infrastructure (Grosse, 2007), encourage integration processes in the area
of border (Korenik, 2012; Miszczuk, 2013; Malkowski and Malkowska,
2011), create and support cooperation between the knowledge sector and
the economy (Heffner, 2012). With reference to human and social capital
empowerment, North and Smallbone (2006) pay attention to the value of
engaging entrepreneurship animators as playing a significant role in sup-
porting young people in operating in lagging regions.

An important issue related to patterns and determinants of enterprises’
development in peripheral regions is a diversity both in the sense of enter-
prises and regions. Enterprises differ in their capability and willingness to
engage in development processes. Also regions, including lagging ones, are
distinct, mostly with non-identical structures of endogenous resources. It
implies a necessity for a tailor-made regional approach towards the devel-
opment path. Diversity in this aspect is regarded, inter alia, by Swiadek
and Szopik-Depczyfiska (2012), who on the basis of observations on some
Polish regions came to the conclusion about the necessity for national
innovation policy adjustment to different regions and their character. Such
actions evince themselves in the place-based approach of regional innova-
tion strategies and the approach focusing on smart specialisation.
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4. Conclusions

This paper finds evidence that enterprises from peripheral regions do
have the scope for their development. The development in question may be
accomplished by employing novel ways of using existing regional resources
or by creating new endogenous resources.

Following the first pattern may entail an increase in competition for
scarce resources between regional actors. A policy aimed at ensuring the
necessary amount of social capital seems pivotal then, allowing for trust
raise and, subsequently, collaboration increase. Support may be also required
in terms of human capital, particularly in creating the conditions which
encourage skilled employees to work in non-core region’s enterprises.

With respect to the second pattern for peripheral regions, combining
internal with external sources of knowledge seems to be most favourable
in setting innovation as a key factor for obtaining competitive advantage
for enterprises from a lagging region. From a policy perspective, it may
imply a need for a distinct focus of regional policies on initiation and
strengthening enterprises’ networking and R&D collaboration with vari-
ous actors. It may also determine a necessity for setting a framework for
robust monitoring, with a needful amendments mechanism, to ensure the
efficiency of these activities.

Since enterprises, as well as regions are unique and base on different
sources it is tough to provide universal patterns and drivers of enterprises’
growth in lagging regions. However, it should be emphasised that the deter-
minants for enterprises’ development remain persistent: social and human
capital, innovation and knowledge spillovers. On the grounds that collabo-
ration seems to serve as an important factor for non-core regions’ enter-
prises, a significant involvement of national and regional public authorities
is required to promote internalisation, provide appropriate support (e.g. in
networking, accessing the finance), encourage entrepreneurial attitudes,
especially among young people.

This findings are interesting because they emphasise actions which, if
adopted, may support enterprises from lagging regions in their develop-
ment. The understanding of agents having an impact on enterprises in
a peripheral region is of relevance for regional development. For that reason,
the findings may attract attention of enterprises’ managers and owners as
well as policymakers since they provide an insight into essential elements
which are important to be considered during regional policy making and its
execution.

However, a limitation of this paper is that it does not provide an empiri-
cal insight into development processes of Polish enterprises with regard to
lacking opportunities of regional resources. This may set a starting point for
further discussion of development patterns and determinants. It would be
interesting to investigate the extent to which they adjust to Polish enterprises
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from peripheral regions. Further research should also control for enterprises’
diversity in terms of phase of development, size, type (industrial, social,
family businesses, etc.), attitudes of managers and owners. The subject to
future research work should be also an analysis of the individuals’ motiva-
tion for running business in peripheral regions.

Endnotes

1 In this paper “enterprises’ development” has a broad meaning and ranges from
setting up a new business to expanding existing business activity.
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3 Eurostat. GDP at Regional Level. Retrieved from: http://ec.europa.eu/eurostat/stati-
stics-explained/index.php/GDP_at_regional_level#Measuring_economic_development
(17.08.2016).
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