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Social Capital and Entrepreneurship: Does the 

Relationship Hold in Deprived Urban Neighbourhoods? 
 

 

ABSTRACT 

 

The aim of this paper to examine the relationship between social capital and entrepreneurship 

in deprived urban neighbourhoods. While there is a great deal of research on social capital, its 

usage and value in deprived areas is an under-researched topic. Drawing on survey data, it is 

found that social capital in the form of network ties within a deprived urban neighbourhood 

(DUN) is linked to how entrepreneurship develops in these places. The breadth and variety of 

network ties that individuals are able to identify as sources of advice is related to the probability 

of considering an entrepreneurial career, and is even more strongly related to the conversion of 

entrepreneurial intentions into full engagement. If entrepreneurship is to be harnessed in DUNs 

a starting point is the enhancement of initiatives for developing social capital incorporating 

local businesses, residents and local government agencies. 
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INTRODUCTION 

Social capital plays a key role in how and where entrepreneurship develops (Coleman, 1990, 

2000; Putnam, 1995; Evans and Syrett, 2007; Malecki, 2012; Western et al, 2005; Westlund et 

al, 2014). Social capital has emerged as one of the most researched theories in the social 

sciences and can be defined as access to resources derived from diverse network engagement 

and normative behaviour (Coleman, 1990; Putnam, 2000; Lee et al, 2007; Parra-Requena et al, 

2010), which can be built up through formal networks as well as informal channels, the relative 

strengths of which will depend on the dynamics of place (Western et al, 2005) and perceptions 

of place (Sleutjes and Schutjens, 2013). Indeed, entrepreneurship is not solely based on 

formalised contracts and alliances but is inherently a socialised process based on informal 

social networks that provide valuable resources (Lee et al, 2011). The social network approach 

to examining entrepreneurship is largely based on Granovetter’s (1973) definition of strong 

and weak ties. Strong ties are defined as network relationship characterised by frequent 

interactions, a long duration of association, and a close emotional bond; whereas weak ties are 



defined as network relationships characterised by infrequent interactions, a short duration of 

association, and a lack of a close emotional bond, and are typically newer network ties (Jack, 

2005). In starting and growing a business, the number and strength of ties within the founder’s 

network can be critical (Kreiser et al., 2013). 

Although social capital in more affluent and successful localities is largely understood 

and well-researched (Middleton et al., 2005), the nature and extent of local social capital 

resources in deprived urban neighbourhoods (DUNs) remains under-researched (Lee et al, 

2011). As such, this paper explores social capital in the form of the nature of network ties and 

their impact on entrepreneurs in a DUN. Drawing on data from a survey of residents in a DUN, 

it contributes to an improved theoretical understanding of how place moderates the association 

between entrepreneurship and social capital. At the outset it is important to define what we 

mean by entrepreneurship. Although it is often defined as the foundation of new businesses, 

the concept is increasingly being defined and applied in several contexts (Westlund, 2011; 

Westlund et al, 2014). However, for the purposes of this study we limit ourselves to analysing 

entrepreneurship in the form of start-ups. 

In the next section, the literature on entrepreneurship and social capital is examined, 

particularly focusing on DUNs. A summary of the methodological parameters employed for 

the data collection and analysis is followed by a presentation of the results. Finally, the paper 

then reflects on the findings and provides conclusions from the context of future policy 

development. 

 

ENTREPRENEURSHIP, SOCIAL CAPITAL AND DUNs 

Within even relatively prosperous cities, concentrations of poverty and social inequality are 

persistent (Broadway et al, 1989; Syrett and Sepulveda, 2012). In addition, DUNs are often 

characterised by low levels of entrepreneurship.  Support for entrepreneurship is a core aspect 



of economic development strategies (Clifton et al, 2010; Stephens and Partridge, 2011), and 

policy makers often seduced by the desire to harness the ‘entrepreneurial pixie dust that makes 

some cities sparkle with success, as others rust under the weight of excessive regulation’ (Peck, 

2016: 18). Similarly, policy has focused efforts on DUNs, with entrepreneurship viewed as a 

method of improving economic outcomes and combating social exclusion (Williams and 

Williams, 2011; Sleutjes et al, 2012). Yet reversing historically low levels of entrepreneurship 

in deprived urban environments brings significant challenges. In the UK the rate of business 

start-ups in the 20 most deprived local authority areas in the UK being half the rate in the 20 

most prosperous (Williams and Williams, 2011). Such differences may be explained by the 

presence of numerous barriers to entrepreneurship, including residents lacking the necessary 

business skills, a lack of appropriate access to finance, an absence of mentoring and advice, 

and a lack of role models (Slack, 2005; Rouse and Jayarwana, 2006; Welter et al., 2008). While 

such barriers are not exclusively faced by entrepreneurs in DUNs, they are likely to be more 

acute than in more affluent areas (Welter et al., 2008). 

Social capital is commonly associated with the assets required to achieve or maintain 

an individual’s or group’s position within social structures and networks, through actions 

governed by social norms, rules and interactions (Bourdieu, 1986; Coleman, 1988).   In terms 

of understanding the different forms such social capital may take it as necessary to delve further 

into the myriad of definitions that have been employed to identify and explain the phenomena 

that can be considered to constitute social capital (Sobel, 2002). For instance, Ostrom and Ahn 

(2003: 1) consider social capital as ‘an attribute of individuals and of their relationships that 

enhance their ability to solve collective problems’. Coleman (1988: 98) concurs with this view 

stating that social capital exists in the ‘relations among actors’. Similarly, other authors such 

as Conway and Steward (2009) consider social capital to be located in ‘relationships’. Dasgupta 

(2003) views social capital as a ‘system of interpersonal networks’ and ‘nothing more’, and 



develops this statement by referring to a prerequisite for social capital as being the maintenance 

of trust that members of an interpersonal network have in each other. This maintenance is 

achieved by the ‘mutual enforcement of agreements’. Developing the notion of agreement, 

Fountain (1998) considers efficient and effective networks to have the capability to resolve 

conflict. Dasgupta (2005), on the other hand, considers the quality of an interpersonal network 

to be dependent upon the use to which it is put. Others, like Fukuyama (2003: 1), define social 

capital as ‘an instantiated informal norm that promotes cooperation’. Social capital is described 

by Coleman (1988) as not being a unitary entity, rather a number of different entities. Dasgupta 

(2003) also refers to the variety of forms of social capital. Similarly, Beugelsdijk and Van 

Schaik (2005) and Woolcock and Narayan (2000) allude to the multidimensional nature of 

social capital.  

Despite the numerous barriers faced, the development of social capital has the potential 

to empower people to become entrepreneurial (Westlund and Bolton, 2003; Acs and Kallas, 

2007; Thompson et al., 2012). Trust can be built in a local neighbourhood through familiarity 

resulting from past experiences, repeated transactions and face-to-face contacts, and can be 

particularly important in deprived areas (Welter et al., 2008). However, deprived areas are often 

considered to lack effective social capital (Middleton et al., 2005; Slack, 2005; Welter et al., 

2008) or the capacity to benefit from it where it does exist (Evans et al., 2006).  

Affluent localities are often considered to contain high quality human capital, adequate 

financial capital and social capital and can therefore more readily take advantage of 

entrepreneurial opportunities (Acs and Kallas, 2007; Thompson et al., 2012). Similarly, 

entrepreneurs from higher socio-economic groupings are more likely to have individuals within 

their social network that are familiar with the business environment who can influence them 

(Anderson and Miller, 2003). However, in DUNs these factors are more often than not absent 

(Acs and Kallas, 2007), with a lack of social capital impacting on individuals’ ability to spot 



and take advantage of entrepreneurial opportunities (Lee et al, 2011) and can also discourage 

entrepreneurs from investing locally (Sleutjes and Schutjens, 2013). Residents in low-income 

neighbourhoods may be deeply embedded in networks of mutual support, providing free 

services for one another ranging from car repair to hairstyling, but these networks do not 

necessarily translate into a resource that can in turn be leveraged for economic benefit (Hays 

and Kogl, 2007). As social capital, in the form of the network ties present, is linked to the 

ability to exploit information (Okoli and Oh, 2007) and a large diverse network can enhance 

entrepreneurial success (Ma, 2002; Lee et al, 2007). The literature highlights that social capital 

is an important dimension in building capacity for entrepreneurship (Westlund and Bolton, 

2003; Welter et al., 2008; Lee et al, 2011). Furthermore, social capital is a spatial characteristic 

and resource endowment (Westlund and Bolton, 2003), and therefore ‘place’ is critical in 

understanding how entrepreneurial opportunities emerge and are exploited as ‘local 

circumstances are the only meaningful point of departure’ (Morgan, 2004, p. 18). 

 

METHODS 
 
Study Area 

The research was conducted in the northern English city of Leeds in the 31 Super Output Areas 

(SOAs) within the city which feature in the most poorly performing 3% of SOAs nationally 

(Leeds City Council, 2011). SOAs are geographically designed for the collection and 

publication of small area statistics (Higgins et al, 2012). The most deprived SOAs are 

calculated using seven ‘domains of deprivation’ which are: (1) income deprivation; (2) 

employment deprivation; (3) health deprivation and disability; (4) education, skills and training 

deprivation; (5) barriers to housing and services; (6) living environment deprivation; and (7) 

crime (DCLG, 2007). The domains are designed to measure the major features of deprivation, 

and not simply conditions experienced by a small number of people or areas (DCLG, 2007).  



Leeds is the largest centre of economic activity in the Yorkshire and Humber region 

and is the second largest metropolitan district in England with a population of over 700,000 

people (Leeds City Council, 2011, 2012). The city has enjoyed strong growth in the last two 

decades, yet areas of deprivation are persistent with examples of poverty and prosperity seen 

in close proximity (Leeds City Council, 2012). The SOAs covered by the survey consist of the 

neighbourhoods of Burmantofts, Chapeltown, Fairfield, Gipton, Harehills, Little London, 

Richmond Hill, Seacroft and South Leeds in the city of Leeds. These areas have high levels of 

unemployment which are more than double the city’s average, as well as exhibiting stark 

inequalities in educational achievement, house prices, health and crime. Unsurprisingly, levels 

of business start-ups are also low, and the contribution of smaller firms to job creation within 

the poorer areas is below the average for the Leeds district and the region (Williams and 

Williams, 2011, 2012). 

 

Data 

The methodology underpinning the primary data collection and analysis consists of a 

quantitative survey of entrepreneurs and potential entrepreneurs in the study area. The data 

collection analysis process for each is described below. 

 

Survey Data Collection – For the quantitative survey, a spatially stratified sampling technique 

was employed to select households within the study area for interview (Kitchen and Tate, 

2001). If there were some 1000 households in an area, then the researcher called at every 10th 

household. If there was no response and/or an interview was refused, then the 11th household 

was visited, then the 9th, 12th, 8th and so on. This provided a spatially stratified sample of each 

district. A total of 442 face-to-face surveys were completed. To generate an appropriate sample, 

profile data including gender, age, ethnicity; educational attainment, employment status and 



income, was analysed for the Leeds LEGI area. From this, a sample was devised which 

represented the entire population and which will enable conclusions to be drawn. Table A1 

compares the sample with the census statistics available for the areas in terms of the key 

characteristics controlled for in this study. The data indicates that through the completion of 

442 interviews, the data is representative at the 95% confidence interval for gender, ethnicity 

and educational attainment, which is suitable for this type of research (Bryman and Cramer 

2001). Where the sample does deviate from the underlying population is in terms of its age 

distribution.  The prime age group (25 to 44 years) is over-represented whilst the younger age 

groups are under-represented. This should be borne in mind when interpreting the descriptive 

results as those in the younger age group may be less likely to be ready to engage in 

entrepreneurial activities and will have differing social capital available to them. However, as 

discussed below we control for age using a multiple regression analysis approach, which should 

account for such differences. These surveys provide information relating to entrepreneurial 

activity and intentions examined as well as the sources of help, advice and support that residents 

of deprived areas would look to if they were to start a business. The survey also provides 

information on a variety of other characteristics that past studies suggest will also influence the 

decision to start a business. The entrepreneurial, social capital and other influential variables 

utilised in the analysis are outlined in more detail below. In order to accommodate the other 

factors that may determine entrepreneurial activity and interest, a binary logistic regression 

approach is adopted. 

 

Measuring Entrepreneurial Engagement and Interest 

Given that previous studies have found that actual entrepreneurial activity in more deprived 

areas of the UK is relatively low (Thompson et al., 2012; Williams and Williams, 2012), 

restricting the analysis to those actively engaged in entrepreneurship may not give a true 



indication of the extent that entrepreneurship is accepted in such communities. Survey 

participants, therefore, were asked to select which of the following statements relating to 

entrepreneurship and business ownership applied to them: (1) I expect to start a business in the 

next three years; (2) I know an entrepreneur/someone who is self-employed; (3) There are good 

start-up opportunities where I live; (4) I have the skills to start a business; (5) I run a business; 

(6) I am in the process of starting a business; (7) None of these. As such, the survey utilises 

two main measures of entrepreneurial activity and entrepreneurial intentions/consideration. 

The first corresponds to those fully engaging in entrepreneurial activity, and captures those 

initiating new entrepreneurial ventures, as well as those currently running existing businesses. 

Such entrepreneurially active individuals are relatively rare in the study area with only 35 in 

the total sample of 442. 

The second measure excludes those currently involved in entrepreneurial activities, but 

instead captures those displaying positive entrepreneurial intentions for future or current 

involvement. In this case, the number of respondents expecting to start a business in the near 

future is low (N = 21). In order to better capture all of those who have an interest in starting a 

business, even if they do not expect to in the near future, we also include those who although 

stating that they were not intending to start a business did indicate that they had considered 

starting their own business or becoming self-employed. This was captured through a second 

item asked of those who did not indicate they were starting or running a business currently. 

This second measure, therefore, includes those intending to start a business within the next 

three years and those that have considered it as a potential career choice in the past or present, 

resulting in a subgroup of 102 respondents. Those who are active entrepreneurs are not included 

in the analysis when examining the relationship between network ties and consideration of an 

entrepreneurial career. As discussed below we also control for household income when 



analysing those intending/considering starting a business where data is missing, which leaves 

a total of 329 respondents. 

 

Network Ties and Social Capital 

In order to capture social capital, both in terms of the extent and variety of ties that are 

possessed, respondents were also asked to identify those they would seek advice from if they 

were to start a business. To capture this, the following item was used: (1) For those already 

starting or running a business - Where did you go for help/advice/support when setting up your 

business?; (2) For those who have not already started businesses - If you were to start-up your 

own business, where would you go for help/advice/support? 

No prompting was used to try to ascertain the variety of potential sources of advice and 

support that individuals are aware of. The variable included in the regression analysis is a count 

of the different types of sources of advice and support that are identified. The expectation here 

is that the greater the variety of sources identified, the wider the variety of knowledge, 

information and resources that this will provide access to (Greve and Salaff, 2003), the more 

valuable the social capital held. This would tend to mean that even where some ties do limit 

entrepreneurial ambition other ties will overcome this. 

We also consider the variety of ties identified as sources of advice, which are split into 

two categories: strong and weak ties. Strong ties associated with bonding ties include family, 

friends and work colleagues, while weak ties include all other groups or individuals identified 

by the respondents. This division is imperfect in that the nature of the relationship is not directly 

captured, but the first group of strong ties is likely to provide access to similar information as 

that held by the respondent. Those classed as weak ties are generally reflective of more 

professional relationships such as with banks that even where based in the same local area will 

provide access to a broader array of information and potential network ties. Table 1 below 



shows that for just under half the sample no possible sources of advice could be identified, with 

only 4.9 percent able to identify three or more sources. This means that on average only 0.738 

ties were identified by each respondent. Interestingly, no strong ties were identified by 72.6 per 

cent, whilst 66 per cent of the sample could not identify any less proximate sources of support 

and advice through weak ties. 

Table 1 About Here 

Survey Data Analysis - In order to control for the personal characteristics that are likely to 

influence the decision to start a new enterprise a multivariate approach is adopted. As the 

dependent variables of entrepreneurial engagement and consideration of an entrepreneurial 

career take a discrete form, binary logistic regressions are utilised to identify those 

characteristics associated with positive attitudes towards entrepreneurship. Those factors 

influencing the probability of considering an entrepreneurial career choice are likely to fall into 

a number of groups, the personal characteristics of the individual, cultural influence of the area, 

and the extent and nature of the respondent’s network. The logit regression itself takes the form 

of the natural log of the odds of the estimated probability of the individual having considered 

an entrepreneurial career ( )p̂ . This means that the regressions will take the following general 

form: 

 

iii NetworkAreaPersonal
p̂

p̂
ln λλβα
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where Personal is a vector of individual characteristics, which have been found to influence 

entrepreneurial intentions and activity in prior work. Area represents controls for the area 

within which the individual lives, allowing for the possibility of cultural differences between 



the areas from which the sample is drawn. The vector Network contains those variables 

representing the social capital-based network ties that individuals are able to identify as 

possible sources of information when starting a new business. The estimated coefficients are 

reported in the results tables. Where appropriate the odds-ratios representing the increase in 

likelihood of being entrepreneurially active associated with a particular are also discussed in 

the text. As entrepreneurial activity is relatively uncommon in DUNs we also ran rare events 

logits to correct for any bias introduced into the results due to the standard logits under-

estimating the rare outcome, engagement with entrepreneurial activity (King and Zeng, 2001a; 

2001b). As the significant results generated were identical these have not been reported in the 

following section, but are available from the authors on request. 

 

Personal Characteristics Associated with Entrepreneurship 

The personal characteristics included in the regressions are those that have been found to be 

associated with either entrepreneurial intentions or activity within past studies (see Table A2 

in the appendix for the distribution of these variables). Past studies have found that men are 

significantly more likely to display an interest or actively engage with entrepreneurship than 

their female counterparts after controlling for other characteristics (Brush, 1992). There is less 

agreement as to why women are less inclined towards an entrepreneurial career with greater 

risk aversion (Caliendo et al., 2009), perceptions or actual limited access to finance (Carter et 

al., 2015), and differing roles in families and society (Mueller and Conway Dato-On, 2013) 

suggested by different studies.  

An inverted U-shaped relationship between age and entrepreneurship is suggested to 

exist because of opposing forces associated with needing to acquire relevant experience and 

requiring sufficient time to obtain a return on the time, money and effort invested (Kim, 2007). 

In order to allow for this, a categorical age variable is used to allow for a non-linear 



relationship. As with other independent variables dummies are therefore included to represent 

particular groups in the sample, comparing them to an omitted base category (see Table A1). 

There is also suggested to be a positive relationship between more formal human capital in the 

shape of higher educational attainment and entrepreneurship due to greater skills for 

opportunity recognition (Robson and Sexton, 1994; Block et al., 2011). However, those with 

the highest educational qualifications also have the best alternative employment opportunities, 

raising the opportunity cost of entrepreneurial careers (Van der Sluis et al., 2008). In DUNs, 

finding employment may be particularly hard if there is any stigma effect (Atkinson and 

Kintrea, 2001), which may push those with lower qualifications into business ownership. In a 

similar fashion to the age variable, dummies are included for those with educational 

qualifications at either end of the spectrum. 

A lack of access to finance is suggested to be a considerable barrier to entrepreneurial 

activity in general (Williams and Williams, 2011). In DUNs this could be even greater if a lack 

of familiarity means that mainstream lenders are unwilling to finance new businesses in these 

neighbourhoods (HM Treasury, 2005). This may personal wealth and income play an increased 

role. To capture this we include household income in the regressions of considering an 

entrepreneurial career. We do not include it in the entrepreneurial activity regressions as there 

is a strong possibility that any relationship will reflect income from the business rather than 

income being a cause of entrepreneurial activity.  

Studies have also found considerable differences in entrepreneurial activity and 

intentions between differing ethnic groups (Ram et al., 2006). This can be due to both negative 

influences such as discrimination in the mainstream labour market and positive pull factors 

associated with access to ethnic resources such as low cost labour and alternative sources of 

finance (Ram et al., 2000; Levent et al., 2003). The subsamples for most ethnic minority groups 

are too small to utilise in the analysis to isolate differences found by previous studies 



(Thompson et al., 2010; Clark and Drinkwater, 2010). However, while imperfect, a dummy is 

used to represent those that are non-white to capture this potential influence. 

 

Area Characteristics 

We also endeavour to capture those cultural influences from the area and community itself. 

Studies have suggested that starting and running enterprises in more DUNs may be hindered 

where less finance is available (Williams and Williams, 2011) and low incomes reduce demand 

for output (Storey and Johnson, 1987). Some studies suggest that these barriers are often 

perceived to be greater than they actually are, so for example after controlling for other 

characteristics finance may be no harder to acquire in DUNs than elsewhere (Lee and Drever, 

2014). In this case, dummies are included to represent the five areas covered by the study. We 

also try to capture the attachment to the area that individuals feel, as other studies have 

suggested that entrepreneurial activity may be associated with a greater propensity to leave an 

area (Frankish et al., 2015; Thompson et al., 2012). However, it is also possible that those more 

strongly embedded in the area will be better able to leverage the resources available within this 

local area (Atkinson and Kintrea, 2001). This is captured by the following item: ‘How likely is 

it that you (and your household) will move to a different home in the next 5 years?’ This was 

rated on a five point scale with the following categories: very likely, likely, unsure, unlikely, 

and very unlikely. Dummies were included to capture those indicating that they were either 

likely or very likely to move, and those either unlikely or very unlikely to move.  

Recognising that not all social capital is necessarily a positive influence on 

entrepreneurial activity and intentions, we control for those who answer negatively when asked 

‘Do you think (Your Local Area) is a good place to start a business?’ We also consider whether 

the perception of the local areas influences the relationship between network ties and 

entrepreneurial activities and consideration. This is captured by including interaction terms for 



the perception that an areas is not suited for business starts with the social capital network 

variables. In effect, where areas are perceived to be poorly suited for business starts it might 

be expected that strong bonding ties are more likely to act as drag chains, and have limited 

influence in encouraging engagement with entrepreneurship, as well as being insular or even 

negative in nature due to their association with non-productive activities (Evans et al., 2006; 

Middleton et al., 2005; Hogget, 1997; Portes and Landolt, 1996) Although, network ties may 

be present, they may not provide access to valuable knowledge and resources (Hays and Kogl, 

2007; Gedajlovic et al., 2013). Furthermore, potentially weaker ties to sources of advice and 

support outside the area may be more effective in accessing new resources and overcoming the 

barriers to entrepreneurship experienced (Sullivan and Ford, 2014). As such, it may be 

expected that a positive interaction effect will be present for weak ties and areas perceived to 

be poor for business starts, whilst a negative interaction might be expected for strong ties in 

such areas. 

 

RESULTS 

Table 2 presents the proportion of respondents identifying each of the individual sources of 

advice. As well as the sample as a whole, the proportion of active entrepreneurs is also 

compared to the percentage of non-entrepreneurs who note a source (Panel A). Panel B 

provides a similar division, but based on those considering an entrepreneurial career and those 

who have not. The most commonly named source of advice was friends and family, with nearly 

a quarter of respondents indicating that they would seek advice from this source (24.2 percent), 

with 18.8 percent naming banks and other financial institutions are the second most popular 

source. The small number of respondents engaging in entrepreneurial careers makes it 

impossible to statistically compare the use of individual ties between entrepreneurs and non-

entrepreneurs. Comparing those considering and not considering entrepreneurial careers, one 



type of tie displays a weakly significant difference, work colleagues are identified as a potential 

source of advice more heavily by those considering an entrepreneurial career.  

 

Table 2 About Here 

 

The mean number of different sources of advice sought is slightly higher for those who have 

engaged with an entrepreneurial career (1.00 ties) compared to those have not pursued 

entrepreneurship actively (0.72 ties). This difference is significant, but relatively weakly (t-

value = 1.877, p-value = 0.061). The gap is smaller when comparing those who have merely 

considered an entrepreneurial career rather than actively engaged in one (1.06 ties) with those 

who have not considered an entrepreneurial career at all (0.90 ties) and not significantly 

different (t-value = 1.295, p-value = 0.197). These results indicate that social capital has less 

bearing on the earlier stages of entrepreneurship in terms of developing an interest and ambition 

in starting a business, but appear to have a stronger role to play in moving any entrepreneurial 

intentions to fruition. This is not necessarily inconsistent with those studies that have suggested 

that a lack of role models is a primary explanation for low levels of entrepreneurial engagement 

in deprived areas (Van Den Berg et al., 2004), but perhaps suggest that the key influence of 

these role models in DUNs currently comes at a later stage than is suggested by some (Van 

Auken et al., 2006).  

As a majority of the measures captured in the survey are categorical in nature, Table 3 

reports the Spearman rank correlation coefficients rather than Pearson correlation coefficients. 

Table 3 About Here 

The correlations in Table 3 confirm the weak relationship between the number of different 

network ties identified by a respondent and entrepreneurial activity. No such relationship exists 

for those simply considering entrepreneurship, but not actively engaging in it. Positive 



correlations are found between both measures and gender, with males more likely to be 

engaged in or considering entrepreneurial activity as found in prior studies (Bonte and Piegeler, 

2013). Interestingly, there is some evidence that those with higher qualifications in DUNs are 

less likely to become entrepreneurs, perhaps reflecting the alternatives available to them (Van 

Der Sluis et al., 2008). From the results presented here, it is possible to argue that 

entrepreneurship as envisaged by Frankish et al. (2015) and Thompson et al. (2012) is seen as 

a potential method of escaping DUNs, as those intending to move are more likely to have 

considered an entrepreneurial career. However, for those who actually engage in such 

entrepreneurial activities there is no relationship with the probability of moving in the next five 

years. The correlation coefficients between the independent variables indicate that multi-

collinearity will not be a problem, with no coefficients greater than 0.150. Even the number of 

weak and strong network ties are not found to be significantly related ( = 0.046, p-value = 

0.333).  

Table 4 presents the logit regression results concerning those individuals starting or 

running businesses at the point of their interviews. The likelihood ratio (LR) tests indicate that 

the null of constant probability can be rejected for the models including network ties. The 

Hosmer-Lemeshow tests also suggest that the null of a good fit to the data cannot be rejected. 

This is also the case for the regressions relating to consideration of an entrepreneurial career. 

Although the regressions correctly predict the entrepreneurial activity of 92.1 percent of the 

respondents, this is to a large extent reflective of the relative scarcity of entrepreneurially active 

individuals. Only 9 percent of the deviation (R2 = 0.090) is explained according to the pseudo 

R2 values when no social capital variables are included (Model 0a). This rises to 11 percent 

when allowing for the social capital, as represented by the variety of network ties identified by 

respondents, to be interacted with perceptions about the local area’s suitability for start-up 

activity. Adding the social capital variables to the regressions significantly improves the 



estimations according to the LR-tests comparing Model 1a with Model 0a. This is confirmed 

by the AIC being smallest for Model 1a. The interaction term does not appear to improve the 

model.  

Table 4 About Here 

There is an apparent link between social capital, represented by the variety of network ties 

identified by respondents, and the probability of being entrepreneurially active, which remains 

significant at the 5 percent level when controlling for other personal characteristics (Model 1a). 

There is also weak evidence for positive perceptions of an area for business starts being linked 

to entrepreneurial activity. For entrepreneurial activity there is no evidence that perceptions of 

the area play a role either directly or through interacting with the network tie variable. 

There is clearly a strong gender influence present with men significantly more likely to 

be currently involved in entrepreneurial careers. In fact, the odds ratio from Model 1a suggests 

that men are over three times as likely to be starting or running businesses than women in 

DUNs (odds ratio 3.286). Compared to the prime age group (25 to 44 years), the youngest (16 

to 19 years) and oldest (45 to 59 years) members of the sample display weak evidence of being 

less likely to be entrepreneurially active, reflecting the findings of  previous studies indicating 

the need to acquire sufficient experience, but also have sufficient time to recoup investments 

(Kim, 2007). With regard to human capital, as captured by more formal education and training, 

the results here are opposed to previous studies examining the general population of developed 

countries, which suggest a positive relationship between education and entrepreneurial activity 

(Davidsson and Honig, 2003; Block et al., 2011). In the DUN sample investigated here, those 

with no formal qualifications are more than two and half times (odds ratio = 2.631, Model 1a) 

as likely to be entrepreneurs as those with NVQ level 1 or 2 qualifications.  

The dummy representing non-white respondents is positive, but is not significantly 

different from zero. In this case, some of the more subtle differences between ethnic groups 



might be lost through the aggregation into a single dummy variable as necessitated by sub-

sample size. Finally there is no significant evidence that geographical location, or attachment 

to it, influence the probability of engagement with entrepreneurial careers, which is contrary to 

the suggestions of some studies such as Thompson et al. (2012) and Frankish et al. (2015). This 

might be explained by established entrepreneurs having already moved if this was their desire.  

Although the results above are of value in indicating the importance of social capital in 

encouraging and instigating active engagement with entrepreneurial activity, given the limited 

presence of such activity in DUNs it would also be of value to understand whether social capital 

encourages more of the inhabitants of such neighbourhoods to contemplate an entrepreneurial 

career even if other barriers prevent such actions being acted upon (Slack, 2005). Table 5 

presents the logit regressions when using the variable capturing all of those intending or having 

considered starting a business as the dependent variable. The percentage of deviation explained 

by the regressions is lower than that for entrepreneurial activity with 8 to 10 percent explained 

according to the pseudo R2 values. 

Table 5 About Here 

Confirming the earlier findings that the social capital as captured by network ties has less effect 

on the initial stages of generating entrepreneurial intentions than the realisation of these there 

is found to be no direct link from the variety of ties accessed to consideration of an 

entrepreneurial career. Perceptions that the area is a poor place to start a business have no direct 

effect on consideration of an entrepreneurial career. However, Sullivan and Ford (2014) social 

capital plays a strong role in overcoming such concerns, with the interaction term between 

network ties and poor area for a business start positive and significant.  

 The other relationships found for entrepreneurial activity (Table 4) are also weakened 

or not evident for the consideration of an entrepreneurial career variable (Table 5). Men are 

more likely to have considered such a career, but the odds ratio in Model 1b indicates that they 



are around twice as likely as their female counterparts to have undertaken such a consideration 

(odds ratio = 2.166), rather than the much stronger relationship found for entrepreneurial 

activity previously.  

 Studies have suggested the type of network tie will have an important influence on the 

nature of social capital (Granovetter, 1973; Bruderl and Preisendorfer, 1998), which may 

influence the degree to which it will be of benefit for prospective entrepreneurs (Kreiser et al., 

2013). Tables 6 and 7 below present the results when the social capital variables are split into 

strong and weak network ties for logit regressions of entrepreneurial activity and consideration 

of entrepreneurial careers respectively. In terms of entrepreneurial activity, the LR-tests 

indicate that the social capital variables have only a weakly significant influence on the 

likelihood of being currently engaged in such activities.  

Table 6 About Here 

Whilst positive coefficients are estimated for both strong and weak network ties, but only that 

for weak network ties is significant. It therefore appears that in DUNs weak ties role in 

providing access to relevant knowledge (Sullivan and Ford, 2014) is more important than the 

emotional and financial support of strong ties (Sequerira et al., 2007). When interaction terms 

are included none of the coefficients accounting for the social capital from network ties are 

significant.  

 The results in Table 7 Model 3b indicate that consideration of an entrepreneurial career 

is not significantly related to strong or weak network ties in DUNs. This is contrary to Sequeira 

et al. (2007) who found strong ties to boost entrepreneurial intentions, but this was when 

accompanied by high entrepreneurial self-efficacy. However, when interaction terms with the 

perception that an area is poorly suited for business starts are included weak ties in such areas 

are found to have a positive and significant effect on consideration of an entrepreneurial career.  

Table 7 About Here 



It appears that consideration of an entrepreneurial career is only related to the variety of ties 

available to an individual in areas perceived to be unsuitable for new business starts. It appears 

that weak network ties in particular can play a key role in overcoming the environmental 

restrictions on entrepreneurial intentions. When it comes to encouraging individuals to turn 

interest into activity regardless of perceptions of the area social capital from a wide variety of 

network ties makes entrepreneurial engagement more likely (Sequeira et al., 2007). Kreiser et 

al. (2012) found some evidence that the variety of weak, rather strong, ties increases the 

likelihood of entrepreneurial intentions becoming reality, which appears to be the case here. 

However, in DUNs the strongest relationship is found with the combined measure of social 

capital, which perhaps reflects the limited access to resources held by the individuals in DUNs, 

making strong ties more important than in the population as a whole.  

 

DISCUSSION AND CONCLUSION  

Although much is known about the interaction between social capital and entrepreneurship in 

successful, entrepreneurial localities, less is known about the relationship in deprived areas 

with low levels of entrepreneurship. This paper contributes to research by examining the 

association between social capital and entrepreneurship in a DUN. The findings illustrate that 

social capital in the form of available network ties to individuals in a particular place is linked 

to how entrepreneurship develops in these places, in this case a DUN. It is found that the 

breadth and variety of sources of advice that individuals can identify is not significantly related 

to the probability of considering an entrepreneurial career in general. It does, however, play an 

important role in overcoming concerns about the suitability of a location in a DUN. It is also 

related to the conversion of any entrepreneurial intentions into full engagement. 

The relatively poor quality of social capital in deprived areas seems to indicate that the 

breadth of networks has less influence on driving an initial interest in entrepreneurial careers. 



When faced by adverse economic conditions, such as those experienced in deprived areas, the 

individual motivation of latent entrepreneurs appears to be fundamental in sparking the process 

of investigating an entrepreneurial career. Social capital, then, contributes more strongly in 

turning this latent interest into full engagement.  

It is notable that variables such as education, which are often associated with 

entrepreneurial career choices in studies using similarly sized samples of those better 

positioned within the labour force, are not positive influences here (Fraser et al., 2006). More 

work would clearly be required to confirm this, but it does suggest that career choices in general 

within more deprived areas are less likely to be planned in the same manner as those in more 

developed localities as a whole. This means that circumstantial events and serendipitous 

opportunities are likely to play a stronger role in both mainstream and entrepreneurial career 

choices. Potentially, therefore, the isolation of unemployed residents of such areas from the 

labour force, as a whole, is holding back their ability to undertake those longer-term activities, 

which would allow them to re-enter the workforce. Equally those with employment may not 

be planning for the next stages of their careers in a similar manner to those in other areas.  

From a policy perspective, if entrepreneurship is to be harnessed in DUNs, a starting 

point may be the enhancement of initiatives for developing social capital incorporating local 

businesses, residents and local government agencies (Miles and Tully, 2007; Huggins and 

Williams, 2009; Lee et al., 2011). Bridging forms of social capital can be developed by giving 

support to community groups, while bonding forms can help to support the interests of the local 

business community (Welter et al., 2008; Williams and Williams, 2011). Although 

entrepreneurial activities will clearly not be a magic bullet that can solve all problems of 

deprived areas (Blackburn and Ram, 2006; Huggins and Williams, 2011), there could be 

significant benefits for the local economy from such activities. In order to encourage 

individuals in more deprived areas to seriously consider such careers there seems to be a need 



to make individuals aware of where advice might be sought and help provided to develop these 

relationships. Also, the use of community entrepreneurs who act as role models can be 

important (Malecki, 2012) and there are able to promote enterprising capabilities through the 

education system which may have the long-term potential to positively impact on residents’ 

attitudes, including young people. While this has occurred as part of policy in other deprived 

areas it has often failed as role models have been implanted from outside the locality (Williams 

and Williams 2011). Instead, policy should focus on role models from the local community 

which entrepreneurs can be more influenced by rather nationally-renowned entrepreneurs from 

outside (Hindle and Klyver, 2007).  
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Table 1: Average and distribution of number of different sources of advice identified 

 

   

Percentage reporting each number of 

sources of tie 

 Mean s.d. 0 1 2 

3 or 

more 

Total Different Types of Tie 0.738 0.868 48.8% 34.4% 11.9% 4.9% 

Total Different Strong Ties 0.325 0.567 72.6% 22.3% 5.1% 0.0% 

Total Different Weak Ties 0.408 0.637 66.0% 28.5% 4.2% 1.3% 

 

 

 

 

 

Table 2: Sources of advice that respondents would use if starting a business 

Panel A – Engagement with Entrepreneurial Activities     

Source of Advice 

No 

Entrepreneurial 

Activity 

Entrepreneurial 

Activity 
All  d.f. p-value 

Friends and Family 23.3% 34.3% 24.2% 2.104 [1] (0.147) 

Bank 19.7% 8.6% 18.8%  n/a  

Colleagues 8.1% 11.4% 8.4%  n/a  

Business Advisor 6.6% 17.1% 7.5%  n/a  

College or 

university 
3.4% 5.7% 3.6%  

n/a 
 

Business advice 

centre 
2.7% 8.6% 3.2%  

n/a 
 

Chamber of 

Commerce 
2.7% 2.9% 2.7%  

n/a 
 

Accountant 2.0% 2.9% 2.0%  n/a  

Financial Advisor 1.2% 2.9% 1.4%  n/a  

Courses or 

conferences 
0.7% 5.7% 1.1%  

n/a 
 

Solicitor 1.0% 0.0% 0.9%  n/a  

Panel B Consideration of Entrepreneurial Activities     

Source of Advice 

No 

Consideration 

of 

Entrepreneurial 

Career 

Consideration 

of 

Entrepreneurial 

Career All 2 d.f. p-value 

Friends and Family 25.1% 22.5% 24.3% 0.251 [1] (0.616) 

Bank 20.7% 19.6% 20.4% 0.052 [1] (0.819) 

Colleagues 7.9% 14.7% 10.0% 3.581 [1] (0.058) 

Business Advisor 7.5% 5.9% 7.0% 0.279 [1] (0.597) 

College or 

university 
1.3% 7.8% 3.3% n/a 

Business advice 

centre 
3.1% 2.9% 3.0% n/a 



Chamber of 

Commerce 
3.1% 3.9% 3.3% n/a 

Accountant 2.6% 2.0% 2.4% n/a 

Financial Advisor 1.8% 1.0% 1.5% n/a 

Courses or 

conferences 
0.9% 1.0% 0.9% n/a 

Solicitor 1.8% 0.0% 1.2% n/a 
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