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Josh Lerner, a Harvard Business School Professor, has summarized his recent research concerning the success or failure of government economic development initiatives in “Boulevard of Broken Dreams: Why Public Efforts to Boost Entrepreneurship and Venture Capital Have Failed – and What to Do About It”.  This book is part of the prestigious Kuaffman Foundation Series on Innovation and Entrepreneurship and provides sound advice and guidance for individuals involved in supporting the establishment and growth of entrepreneurial businesses whether they are in the local community, at the state level, or nation-wide.  Dr. Lerner explains why some public initiatives have been quite successful while others have little to show even after the expenditure of large quantities of government money.

Measuring the impact of publicly funded entrepreneurship stimulus programs is not straightforward.  Just because new jobs are created and sales numbers for entrepreneurial ventures increase after public funds are spent doesn’t mean that the government support caused the results.  Entrepreneurs are very resourceful and may have achieved the results even without government intervention.  It is more relevant to compare the growth of two similar ventures or regions where one received public funds and the other did not.

The history and extent of public support of several entrepreneurial hubs and active regions for venture capital investment are presented.  Examples range from community and university based programs to the state sponsored programs of Massachusetts and Kansas and the extensive, long term government led economic development programs of Singapore and Dubai.    

The author contends that many cases of governmental failure to promote entrepreneurship and venture capital were completely predictable.  Examples of similar classes of problems are found from the local to national level and range from lack of monitoring, evaluation, and milestone based funding incentives, to the establishment of programs behind closed doors without community involvement, funding of “pet projects” of powerful economic developers, and creating programs in regions that lack the infrastructure to support entrepreneurial ventures.

More importantly, the book provides guidelines for successful entrepreneurial economic development which include “setting the table” or expanding the infrastructure where new ventures can prosper, leveraging innovations from regional academic institutions, including requirements for matching investments from credible non-governmental agencies, and aligning programs with regional capabilities and competitive advantages.  Infrastructure requirements for potential entrepreneurs and early stage companies range from ready access to educational resources, experienced lawyers and accountants, to  networking opportunities and other types of business support.  
Josh Lerner’s book is easily read in an afternoon and provides keen advice for individuals that are involved in economic development programs.  Mistakes to avoid and suggestions for successful programs are listed and easy to find in several of the chapters.  One of the key recommendations is the requirement for third party, non-public or government agency review and investment in any publically funded venture or program.  It is far too easy to have a number of public agencies, whether they are local, state or national in scope, co-invest in each other’s programs to meet a “matching fund” requirement.  The monetary involvement of private industry or individuals in a program is a much more meaningful measure of a program’s market potential and future economic impact.
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