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Abstract 
The notion that buzz, creativity, diversity, openness and a sense of bohemia in cities are 
important to attract creative workers and entrepreneurs has grown in prominence both in 
academic literatures and in city economic development strategies. However, there is a 
disjuncture in the literature and dearth of evidence as to whether entrepreneurs seek 
bohemian (open, diverse) places in which to live or to locate their business. This study 
explores the kinds of neighborhood small business owners, in particular entrepreneurial small 
business owners, live and work in, and the extent to which their intra-urban locational 
patterns diverge from the general working population. Survey data of small business owners 
in Edinburgh (UK) uniquely capturing both business location and the residential location of 
the business owner, and Census data covering all workers with workplaces in Edinburgh are 
used. Findings support the attraction of some entrepreneurs to bohemian neighborhoods both 
as places to live and as places to work. Equally, however, findings stress the importance of a 
diversity of neighborhood types, including attractive suburban neighborhoods, due to 
business cycle and personal life course effects making non-bohemian neighborhoods also 
attractive to small business owners. 
 
 
  



 2 

Introduction 

The impact of small firms and entrepreneurship on urban success has attracted new attention 

in urban economic research (Glaeser et al., 2015, 2010a; Lee, 2017). Entrepreneurship and 

small businesses are seen as increasingly important drivers of employment and entrepreneurial 

growth (Acs & Armington, 2004; Audretsch & Keilback, 2004; Glaeser et al. 2010b; Lee, 

2017; Yang Liu & Huang, 2016). Accordingly, economic development has seen a shift from 

policies aimed at shaping the location of (large) firms towards attracting and nurturing new 

firms (Audretsch, 1998).  

What features of the urban environment attract entrepreneurs and small business owners is 

therefore a timely question for urban policies across many countries. The notion that buzz, 

creativity, diversity, openness and a sense of bohemia in cities are important to attract and 

retain creative and innovate workers and entrepreneurs has grown in prominence both in 

academic literatures and in city economic development strategies (Evans, 2009). Creative 

capital theory argues that the returns to creativity (broadly defined, including creative workers, 

innovation and entrepreneurship) have increased as the economy has become more knowledge 

intensive, and that the new creative class, defined as workers who “create meaningful new 

forms” (Florida, 2003a, 8), are particularly attracted to bohemian places (Florida 2002, 2003a). 

This new emphasis on creativity follows the conceptualization of city economic success being 

derived from diversity (following Jacobs (1966)) rather than specialization (following Marshall 

(1925)). 

When referring to innovative, diverse and tolerant places, Florida (2003a) refers to cities as 

well as neighborhoods and communities suggesting that not only cities attract people but also 

certain places within cities (although in his empirical work neighborhood- and city-level 

evidence is “muddled” (Shearmur, 2009, 380)). Florida (2003b) further sees artistic and 

cultural creativity (openness), economic creativity (entrepreneurship) and technological 
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creativity (innovation) as interdependent and mutually reinforcing. Others have also argued in 

favor of neighborhood effects on entrepreneurship on the basis of externalities through social 

interactions within the neighborhood (Andersson & Larsson, 2016). Subsequent studies 

investigating the seminal ideas of Florida (2002) have tended to focus on artistic and cultural 

creativity and whether creative workers are attracted by urban amenities versus jobs (e.g. 

Darchen & Tremblay, 2010; Hansen & Niedomysl, 2009; Houston et al., 2008; Miguélez & 

Moreno, 2014; Sánchez-Moral et al., 2018), while the location choices of entrepreneurs have 

received much less attention. Despite creative capital theory assuming that creative people seek 

a certain residential environment (as much as, if not more than, a place to work), existing 

studies on the location choices of creative businesses and entrepreneurs have focused on the 

location of firms, similar to research on industry clusters (He et al., 2018; Heebels &Van Aalst, 

2010; Wenting et al., 2011).  

This paper is the first (to the best of the authors’ knowledge) to investigate both the residential 

and workplace/business environment of entrepreneurs and business owners within a city or 

metropolitan region. The paper compares the “bohemianness” of residential and workplace 

locations of a sample of entrepreneurs and business owners. This is important for two reasons. 

First, it helps reveal what features of urban environments are attractive to entrepreneurs. 

Second, it points to where (residential neighborhood vs commercial zone) and through what 

channels (personal vs business) knowledge spillovers and innovation may take place.  

The paper explores empirically the intra-urban location choices of small business owners, in 

particular entrepreneurial small business owners, through the neighborhood characteristics and 

spatial patterns covering both the business (workplace) location and the residential location of 

the owner and resultant commuting patterns. Drawing on the creative class literature, we 

specifically explore whether small business owners are attracted to bohemian neighborhoods 

as a place to live and/or as a place for their businesses. Since the idea that diversity and 



 4 

openness is particularly important for creative, urbanite entrepreneurs (Florida, 2003b), our 

analysis further differentiates between entrepreneurial and non-entrepreneurial small 

businesses (Glaeser et al., 2010a) and explores whether entrepreneurial small business owners 

are more likely to live and/or have their businesses located in bohemian areas than less 

entrepreneurial small business owners. These questions form the specific research aims of this 

paper. 

We use a primary sample of small businesses in the City of Edinburgh (United Kingdom) and 

compare these with all workers who work in Edinburgh in relation to neighborhood types and 

intra-urban spatial patterns. Taking the whole working population as a comparison group 

follows the key notion of the creative class literature that urban economic research should focus 

on people rather than firms (Florida et al., 2008). This methodology allows new insights into 

the distinctiveness (or not) of the types of neighborhood small business owners live and work 

in and into the role of “bohemian” neighborhoods for small business owners. Findings on 

whether small business owners seek bohemian neighborhoods where they live versus where 

their business is located are important for urban economic policy and urban planning in terms 

of where in the city interventions are needed or useful and the kind of strategies that may attract 

entrepreneurs.  

We first discuss insights from the existing urban economic and small business literatures into 

the urban location of small businesses and the relationships between business owners’ 

residential location and the location of their businesses. Connections are made between 

residential and business location in the creative class theory which we then assess and highlight 

what it predicts in terms of the location of urban small businesses. We then describe our 

primary and secondary data sources used to answer our research questions and our 

methodology to identify bohemian neighborhoods and entrepreneurial vs non-entrepreneurial 

businesses – key concepts in our research design. The subsequent presentation of our empirical 
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findings is structured around our two research questions, whereby we first present results on 

where small business owners live and work compared with the whole workforce and, second, 

test whether entrepreneurial vs non-entrepreneurial small business owners in our survey data 

significantly differ in where they live and work. The concluding section critically discusses 

consequences of our empirical findings for future research and whether urban planners need to 

consider diverse bohemian residential neighborhoods or diverse bohemian workplace zones to 

deliver the creative buzz sought by entrepreneurs. 

 

Literature review 

Trends in the urban location of small and new businesses 

The knowledge economy has created new production spaces within cities, often in the form of 

micro clusters of new economy industries in the inner city such as multimedia and software 

design, the arts and cultural sector and creative industries that have come to utilize new 

technologies in innovative and transformative ways such as architecture and advertising, often 

with diverse eco-systems of small businesses and freelancers (Evans, 2019; Foord, 2012; 

Hutton, 2004). This has reinvigorated the role of the Central Business District (CBD) and 

adjacent inner/central city areas as a place of production (Larsson, 2017). While old industries, 

manufacturing, distribution, and routine elements of the service sector, characterized by large 

firms, have over a long period moved out of inner-city areas into suburban and exurban 

locations, the increase of non-routine occupations that utilize “diverse cognitive and cultural 

capacities of workers” (Scott, 2011, 297) shows a strong tendency for CBD and central city 

locations (Larsson, 2017).  

Despite this resurgence of the inner city as a production space in the knowledge/creative 

economy, recent business and creative industry studies have also drawn attention to the 

importance of residential environments for business location (Folmer, 2014). The small 
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business sector (0-49 employees) shows a high prevalence of businesses in residential premises 

(home-based businesses) (Mason et al., 2011). Kane and Clark (2019) estimate for 

metropolitan areas in Southern California (USA) that one in six businesses are run from 

residential properties as opposed to commercial properties. Importantly, businesses run from 

residential properties are different from businesses run from commercial properties especially 

in that they are mostly located in predominantly residential areas (Kane & Clark, 2019). In 

similar vein, Phelps (2012) underlines the importance of an increasingly diverse suburban 

economy. He describes suburban home-working business communities as part of both 

cosmopolitan suburbs (although he suggests these may be quantitatively few) and bourgeoise 

suburbs. These types of suburbs seem to accommodate creative and innovative businesses in 

film, television and video production in home offices as shown by Gornostaeva (2008) for 

London. 

Thus, in summary, a complex spatial pattern of small businesses has emerged in cities and 

metropolitan areas with clusters of business activity in central areas and outside of these 

including in residential suburban areas. 

 

Influences of residential location on business location 

It has been longer recognized in the business and management literature that quality of life 

factors and residential preferences of employees and managers influence firm relocation and 

expansion, particularly in firms for which the attraction and retention of professional workers 

is a concern (Gottlieb, 1995; Love & Crompton, 1999). More recently, business and 

entrepreneurship studies have argued that the residential preferences and personal life choices 

of the business owners themselves are important for understanding business location, in 

particular in which region or metropolitan area businesses are started. Underlying reasons for 

how residential location influences business location suggested in the literature include the 
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value attached to quality of life and urban amenities (Curran et al., 2016; Johnson & Rasker, 

1995; Wenting et al., 2011); family and the embeddedness of business activity in social/local 

interactions (Dahl & Sorenson, 2009; Larsson et al., 2017; Pallares-Barbera et al., 2004); social 

capital and information costs (Figueiredo et al., 2002) and labor markets (May et al., 2001). 

While quality of life features and urban amenities, such as an inspirational environment, social 

atmosphere and cultural amenities, have been used to explain why business start-ups are 

attracted to certain metropolitan areas (Curran et al., 2016; Wenting et al., 2011), the remaining 

factors (family, social capital, information costs and labor markets) have been used to explain 

why people remain in a region and start their businesses, for example where they studied, used 

to work or grew up (Dahl & Sorenson, 2009; Michelacci & Silva, 2007; Pallares-Barbera et 

al., 2004). 

At the intra-urban scale, a range of factors have been suggested could be at play linking the 

business and residential locations of business owners, but empirical evidence is sparse. As in 

the case of businesses run from residential premises, often the nature of the business does 

simply not require commercial premises (Mason et al., 2011) and the business is started in the 

home as the space is available (Vorley & Rogers, 2012). Some business owners also “live over 

the store” (Davis, 2012), either literally or where “live in” accommodation can be integrated to 

business premises, e.g. in small hotels and guest houses (Lynch, 2005). 

Entrepreneurs and small business formation have featured in discussions and some empirical 

analysis on the renaissance of central urban living (Moss, 1997). Underlying reasons mentioned 

included the preference of working and living in the same place (neighborhood or work/live 

unit) and the affordability of desired living and working spaces (Allen, 2007; Goldberg-Miller 

& Heimlich, 2017; Markusen, 2006; Moos, 1997) suggesting that small business owners and 

entrepreneurs may not only drive inner-city living but also inner-city working (Moos, 1997). 

These studies either focused on inner-city regeneration areas or creative people/artists, so it 
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remains unclear whether these location preferences apply to entrepreneurs and small business 

owners more generally (or only to creative people/artists or those who live in certain centrally-

located neighborhoods). 

 

Creative Class Theory 

The residential preferences of some entrepreneurs and small business owners described in the 

above studies are similar to the bohemian environment that Florida (2002) suggested creative 

workers and entrepreneurs seek. While Florida (2002) measured bohemia in his ground-

breaking paper simply as the concentration of creative occupations, a bohemian place is further 

described by Lee, Florida and Acs (2004, 883) as “open” and “intellectually dynamic” or more 

precisely as a place with high level of urban amenities (cafés, bars etc.), authenticity and 

aesthetic quality of the housing stock that promotes self-expression and idea generation 

(Florida & Mellander, 2010). A bohemian neighborhood is thus defined by a mix of factors 

including socio-demographic and occupational characteristics of its inhabitants and housing 

stock.  

Existing evidence suggests that entrepreneurs are attracted to cities and metropolitan areas with 

urban amenities and buzz (Wenting et al., 2011) but little evidence is available on their intra-

urban residential location choices. Florida and King (2017) found a concentration of some 

startups in urban dense neighborhoods suggesting that entrepreneurs seek dense, dynamic 

places to work which links to wider evidence in economic geography on the importance of 

face-to-face interaction and knowledge spillovers for innovation (McCann, 2008). While 

empirical work has not disentangled whether entrepreneurs are attracted to these places as 

places to work and/or live, there is the underlying assumption in the creative class theory that 

entrepreneurs seek bohemian places (intellectually dynamic and idea generating places) both 

as places to live and work. 
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Studies on the residential location among creative workers (including employees) reveal 

heterogenous residential locations and preferences. Artists were found to be more likely to live 

in neighborhoods with high density, older housing stock, highly-educated residents and non-

family households (Grodach et al., 2014) broadly supporting preferences for bohemian 

neighborhoods as places of high level of urban amenity and aesthetic (Florida & Mellander, 

2010). Empirical evidence for other occupational groups within the creative class (representing 

a more sizeable proportion of the workforce than just artists), however, rather suggests similar 

residential location preferences and commuting patterns to high-skilled and high-income 

households (Van Oort et al., 2003) with young creative workers living in the city center and 

those with families living in suburban areas (Lawton et al., 2013). Thus, at the intra-urban level, 

many creative workers still seem to follow common patterns of residential location driven by 

physical distance to work and/or the city center and access/space trade-off (Alonso, 1964; 

Muth, 1969) and social/housing status (Phe & Wakely, 2000). 

In conclusion, creative class theory suggests that entrepreneurs are attracted to bohemian 

neighborhoods. More indirectly, it is suggested that entrepreneurs seek bohemian 

neighborhoods as places for their businesses but also as places to live. From this we can further 

infer that non-entrepreneurial small business owners are less likely to live and work in 

bohemian neighborhoods as they are less dependent on a stimulating and idea generating 

environment and have residential preferences that align more with common patterns of 

residential location in the population. 

 

Research design, data and methods 

City of Edinburgh case study 

The City of Edinburgh, Scotland, UK, was chosen as a case study for three reasons. First, it is 

representative of creative cities in terms of density of creative workers, cultural offer, creative 
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milieu and quality of life. Second, it offers a range of neighborhood types from relatively 

bohemian to traditional making it an ideal city in which to examine the residential choices of 

small business owners in relation to these neighborhood types. Third, the city has a large and 

growing small business sector. 

In terms of general economic context, Edinburgh’s economy is based largely on the service 

sector, particularly financial and insurance services, which account for some 20% of the city’s 

GVA, and 10% of the city’s jobs, compared to only 5% of jobs in other UK cities (City of 

Edinburgh Council, 2018). Manufacturing has always been a very small sector in Edinburgh. 

Large sectors, although proportionately of a similar scale compared to other UK cities, are 

health (15% of jobs), professional and scientific services (9% of jobs) and education (9% of 

jobs). Smaller sectors but representing larger shares of the city’s employment than in other UK 

cities include arts, entertainment and leisure (6% of jobs) and information and communication 

(5% of jobs). Following the Global Financial Crisis of 2008, the city has seen strong growth in 

its small business sector and the city authorities have continued to promote creative industries 

(City of Edinburgh Council, 2018). 

On many measures, Edinburgh ranks highly on what might be considered quality of life, 

creativity and innovation. Historically, Edinburgh is known for its role in scientific discovery, 

philosophy and literature during the European Enlightenment (Buchanan, 2003), and still has 

three universities. The city hosts the Edinburgh Festival Fringe with an audience of 2.7 million 

in 2017, as well as a number of other large arts festivals (Edinburgh International Festival, 

Edinburgh International Book Festival, Edinburgh International Art Festival). Edinburgh is 

known internationally for the Georgian architecture and planning of its New Town, its 

medieval Old Town and ranks number three in the UK in terms of number of high-quality 

restaurants (City of Edinburgh Council, 2018). Migration, conceived by Florida (2002) as 

reflecting openness, also connects Edinburgh to international and national flows of human 
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capital, with 15.9% of the city’s population born outside the UK.i As well as cultural offer and 

diversity, Florida argues deep labor pools for career progression are still relevant in attracting 

creative workers, and Edinburgh’s labor market ranks close to the top of all UK cities in terms 

of employment rate (75.6% of the working-age population in 2018), earnings (£30,700 per 

working resident, 2018) and proportion of high-skilled occupations (38.6% of jobs) (City of 

Edinburgh Council, 2018). 

Areas of the city that could be considered bohemian in terms of high level of urban amenities 

and aesthetics (Florida & Mellander, 2010) include high-density studentified areas of 

traditional tenement-style apartments close to the city center, as well as diverse cosmopolitan 

areas including gentrified and regenerated areas. The city also contains affluent and suburban 

residential areas, so people have a choice between bohemian and traditional neighborhoods, 

which is important in relation to the suitability of Edinburgh as a case study of residential 

choice with reference to the creative class theory. 

 

Figure 1 

 

In relation to small businesses, Edinburgh is an appropriate case study as its population of small 

businesses is growing in size, particularly in high-skilled sectors. Small businesses (those with 

0-49 employees) grew in number in the city by 20% between 2012 and 2015, almost double 

the growth rate for Scotland (11%), and considerably greater than the growth rate in the number 

of medium-sized enterprises (50-249 employees) in Edinburgh (with 7% growth) and large 

enterprises (250+ employees) in Edinburgh (with 2% growth) (City of Edinburgh Council, 

2018). Small businesses in Edinburgh are disproportionately found in the professional, 

scientific and technical services and the information and communication sectors (Edinburgh 

City Council, 2018)ii.  
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The city had 518,500 inhabitants in 2018iii, plus a hinterland of several small towns. Road and 

rail networks converge on the city’s central business district, with the central railway station 

(Edinburgh Waverley) at its commercial, geographical and historic core (Figure 1). 

 

Research design and data 

Existing secondary business data do not capture the residential locations of business owners. 

In the UK, administrative business data also do not cover unregistered businesses or the 

majority of home-based businesses, i.e. businesses that form a significant part of the small 

business sector.iv We therefore conducted a primary survey of small business owners using a 

standardized questionnaire. 

Small establishments are differently defined in existing studies on urban growth and 

agglomeration according to the number of their employees (e.g. Lee, 2017; Rosenthal & 

Strange, 2009). We follow Rosenthal and Strange’s (2009) definition of small establishments 

and select firms for this study with less than ten employees as their study highlights the 

importance of this segment of businesses for urban economic success. Small businesses with 

0-9 employees account for 97.6% of all private enterprises in Edinburgh.v 

We selected a random sample of businesses in Edinburgh using the commercial firm database 

ORBIS of the Bureau Van Dijk which includes unregistered and registered businesses through 

a mix of administrative business register and web search. Purchased firm records included the 

full postal address of the business as well as information about whether the firm is registered 

or not and categories for numbers of employees, allowing businesses with 0-9 employees to be 

identified. The sample was stratified by firms’ registration status with 1,000 records of 

unregistered businesses and another 1,000 records of incorporated businesses. 

The survey ran from December 2013 to February 2014. The questionnaire was sent by post to 

the business address. The questionnaire specified that the survey is addressed to the owner, 
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director or any partner of this business. Of the 2,000 business records, 198 questionnaires were 

returned as undeliverable. A total of 185 completed questionnaires were returned which 

corresponds to a response rate of 10 per cent. Similar response rates are reported in other 

business surveys (e.g. Mason et al., 2011). The return was slightly higher among the registered 

businesses than the unregistered businesses (10.4% vs. 9.5%). In this study 153 businesses are 

included for which we have information on both the location of the business and the residence 

of the owner. The residential location was captured in the survey as postal code. The postal 

code of the business address was taken from the purchased firm records.vi 

Business owners were asked about the type of business premises they currently use on which 

basis businesses with the home as premises or base and those in commercial premises were 

identified. We asked for a description of the principal activity of the business from which we 

derived an industry classificationvii and a knowledge-intensive activity classificationviii. 

 

Defining entrepreneurial small business owners 

Small business ownership includes a variety of degrees of entrepreneurship, ranging from the 

less entrepreneurial (e.g. business inheritance, necessity-driven startups) to more 

entrepreneurial (e.g. business opportunity and/or innovation-driven) (Glaeser et al., 2010a). 

Entrepreneurship is defined as “the discovery, evaluation, and exploitation of future goods and 

services” (Venkataraman (1997) cited in Eckhard & Shane, 2003, 336). A common approach 

in business studies is to use new firm formation as a measure of entrepreneurship (Glaeser et 

al., 2010a). 

Following existing business studies, we define businesses that are younger than 24 months as 

new businesses (see, for example, the United Kingdom Survey of Small- and Medium-Sized 

Enterprises’ Financesix). In addition, we asked for motivations for having started or joined the 

business with a list of response items provided including “to take advantage of business 
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opportunity”. We use this response as a second measure of entrepreneurship since opportunities 

are a key feature of entrepreneurship studies (Eckhard & Shane, 2003). Other motivations 

included: to be my own boss, to pursue a passion/hobby, to work from home or close to home, 

to work flexible hours, could not find adequate employment. In the empirical analysis, we use 

both measures separately and combine these to indicate whether a business is entrepreneurial 

or not. 

 

Comparison of sampled business owners with all workers in Edinburgh 

For comparing the surveyed business owners’ residential and workplace locations with the 

general workforce, we use the 2011 Census of Population which provides unique information 

on both the residential locations and the workplace locations of the whole population. Since 

our sampling frame for the business survey was business addresses (i.e. workplaces) in 

Edinburgh we select as comparison group the workplace population (rather than the residential 

population) of the City of Edinburgh. 

We define bohemian neighborhoods using the 2011 Area Classification of the UK Office for 

National Statistics (ONS) for ‘Data Zones’x. Census Data Zones are the smallest geographic 

unit available for Population of Census data typically encompassing between 500 and 1,000 

people, so are geographically very small in cities and capture fine-grained neighborhood 

differentiation. This classification identifies two types of cosmopolitan neighborhood 

(“cosmopolitan student neighborhoods” and “inner city cosmopolitan”), which we use as the 

closest available proxies for Florida’s concept of bohemian neighborhoods, i.e. neighborhoods 

with high level of urban amenities, authenticity and urban aesthetic (see section 2.3). The Area 

Classification is based on established geodemographic techniques and uses compound 

measures of economic, social, demographic and built environment characteristics of small 

areas (see Gale et al., 2016) rather than simplistic single measures (e.g. percent in certain 
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occupational or social categories) thus reflecting in relation to the concept of bohemian 

places/neighborhood that a mix of factors relating to the inhabitants and the housing stock is 

relevant (see section 2.3).xi The ONS Area Classification has been used in population, health 

and transport research (e.g. Dennett & Stillwell, 2010). We do not include the ONS Area 

Classification’s ethnically diverse categories in our definition of bohemian on the basis that 

these neighborhoods do not necessarily include the aspects of creativity and openness inherent 

in the concept of “bohemia” (Florida 2002, 2003b; Lee et al., 2004) but rather some relatively 

traditional ethnic-minority communities linked to historic low-skilled immigration. 

 

Figure 2 

 

At Data Zone level, 24 types of neighborhoods are differentiated (that cluster into eight “super 

groups”). We adapt the ONS’s aggregation of groups slightly in our analysis to reflect, firstly, 

our focus on “bohemian” and, secondly, the prevalence of particular neighborhood types in 

Edinburghxii. The bulk of Edinburgh Data Zones in the cosmopolitan category are in the central 

part of the city within 2km of the city centerxiii (Figure 2) although also extending in a 

contiguous band to the west and northeast of central Edinburgh, with smaller pockets across 

the city. Affluent suburban areas often appear in a zone immediately beyond central Edinburgh, 

representing early bourgeois suburbs, giving way towards the edge of the city to a mosaic of 

comfortable suburbs, hard-pressed communities (including social housing estates) and pockets 

of manual workers in the “industrious communities” category. 

 

Association between entrepreneurial small businesses and cosmopolitan neighborhoods  

For answering the research question, whether entrepreneurial small business owners are more 

attracted than non-entrepreneurial small business owners to live and/or work in bohemian 
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neighborhoods, we use binary logistic regression models on our primary survey data and the 

definition of cosmopolitan neighborhood from the ONS Area Classification (section 3.4). 

Small study samples can overestimate (underestimate) the effect sizes (Odds Ratios) in logistic 

regressions (Nemes et al., 2009). We follow the “rule of 10” (Peduzzi et al., 1996) according 

to which one predictor variable can be studied for every ten events, and do not use continuous 

predictor variables (Vittinghof & McCulloch, 2006). On this basis, we present models with six 

predictor variables for the model estimating the likelihood of living in a cosmopolitan 

neighborhood and five predictor models for the models estimating whether business owners 

work in cosmopolitan neighborhoods.xiv 

Our key predictor variable in these models is whether the business classifies as entrepreneurial 

or not (section 3.3). Because unregistered businesses are difficult-to-reach and had a slightly 

lower response rate in our survey than registered businesses (section 3.2), we conducted 

robustness checks for all models using a dummy indicating whether the business is registered 

or unregistered. We further included in separate models a control dummy for running a 

business as sole proprietor compared to all other legal states combined. We have not directly 

measured multiple ownership but used sole proprietorship as another dummy variable to proxy 

for single ownership since multiple versus single ownership may have an impact on business 

location. All of these variables were not significant in the models and also did not change the 

presented findings (robustness checks are not shown due to brevity). 

 

Description of survey sample 

Table 1 presents a description of the sample and survey variables. One-quarter of the sample 

are sole proprietors with the majority of owners running limited liability companies. The 

businesses employ on average 2.3 staff but just above one-third of the businesses do not employ 

any staff, i.e. consist solely of the owner. The average age of the businesses is 12 years while 
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11% are business startups (<24 months old). To put these numbers into context, of all 

businesses in the UK in 2014, 76% had no employees (BIS, 2014). The business birth rate in 

2014 was 13.7% in the UK and 12.7% in Scotland (ONS, 2015) which is slightly higher than 

in our sample but the UK Small Business Survey 2014, which is better suited for comparison 

with our sample, reported 5% businesses younger than two years for non-employing businesses 

and 8% for employer Small- and Medium-Sized Enterprises (SMEs) (with 1-249 employees) 

(BIS, 2015a, 8). The businesses in our sample also appear to be younger than SMEs in the UK 

Small Business Survey 2014 across the whole age distribution. 

 

Table 1 

 

The level of entrepreneurship is high with just above half of the sample being either a new 

business or have been started (joined) by the owner because of seizing a business opportunity. 

In comparison, necessity is relatively small in our sample, as measured by a lack of jobs (16%) 

generally reflecting Edinburgh’s well-off service economy. 

The largest share of business activity in our sample is in professional, scientific and technical 

services (24%), financial services and real estate (16%), followed by wholesale/retail (10%) 

and food and accommodation services (10%) reflecting well the Edinburgh economy (section 

4.1). Overall, more than half of the sample (58%) classifies as knowledge-intensive business 

activity (see endnote xiii). 

In terms of type of business premises, we distinguish between businesses in commercial 

premises, with the home as premises (where the business is run from the own home) and the 

home as base (where most of the activity is performed outside the home). Compared with 

Mason et al.’s (2011, 631) small business study that reported 32% home-based businesses 

(including home as a base) in urban areas in the UK, our sample contains proportionately more 
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businesses with the owner’s home as premises or base (together 47%). This could be because 

we asked more specifically about working from no fixed premises or renting desk space, we 

only sampled businesses with less than ten employees, and the smallness of the manufacturing 

sector (which is less feasible to run from home) in Edinburgh. Interestingly, the proportion of 

businesses that classify as knowledge-intensive is highest in this sample amongst businesses 

that are primarily run from the owners’ home and lowest amongst those run from commercial 

premises (76% vs. 44%). 

The demographic profile of the business owners is skewed towards men and older workers. 

The proportion of 24% women-led businesses in our sample seems to be in line with the 

national average of 20% in SMEs (with 0-249 employees) in the UK in 2014 (BIS, 2015b). 

Only few business owners are younger than 30 years in the study sample reflecting that people 

tend to startup businesses when they are older and more experienced (Parker, 2004, 70-72). 

Those who started a new business in this study also seem to be older than the working 

population, mostly between 50-59 years old, while the existing literature often found that 

people 35-44 years of age are most likely to startup a business (ibid.). Our “opportunity” 

measure of entrepreneurship, to contrast, is more in line with established age figures with the 

highest proportion of opportunity-driven startup motivations stated by those between 30-39 

years old (56% compared with 49% and 41% among 50-59 and 60+ year-olds respectively). 

In summary, compared to national business estimates our sample seems to contain more 

younger businesses and more larger businesses within the small business segment with less 

than ten employees. The demographic composition of the business owners, to contrast, 

confirms expected differences to the working population (more men, older workers, less often 

in single households).  
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Empirical Findings 

Neighborhood types of locations of business owners and all workers 

Looking first at residential locations (Table 2), a much lower proportion of business owners 

live in poorer neighborhoods (“hard-pressed communities”) and working-class neighborhoods 

(“industrious communities”) while a much higher proportion lives in affluent suburbs 

compared to all workers in Edinburgh. It is not only that business owners more often than the 

general workforce live in “suburban-esque” areas in Edinburgh, but they live in affluent rather 

than “comfortable” suburban areas. Together this suggests a wealth distribution, similarly to 

Kane and Clark (2019) who found a concentration of businesses that are registered at 

residential premises in wealthier neighborhoods in Southern California. While entrepreneurial 

and non-entrepreneurial business owners are very similar in their preference for affluent 

suburbia, entrepreneurial business owners show a greater tendency than both all workers in 

Edinburgh and non-entrepreneurial business owners to live in cosmopolitan neighborhoods. 

Non-entrepreneurial business owners are remarkably similar in the extent to which they live in 

cosmopolitan neighborhoods compared with the general working population in Edinburgh.  

 

Table 2 

 

Entrepreneurial small business owners do not differ from the working population in their 

attraction to residential neighborhoods of highly qualified professionals but are less likely to 

live in ethnically and culturally diverse neighborhoods. Other studies also found that the 

creative class including the core of the creative class (artists) do not actually live in ethnically 

diverse neighborhoods (Bereitschaft & Cammack, 2015; Grodach et al., 2014). 

Taken together, the residential locations of non-entrepreneurial business owners broadly show 

middle-class residential preferences whereas the entrepreneurial business owners reveal a 
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greater diversity, partly confirming the creative capital theory through living in cosmopolitan 

neighborhoods, partly opposing it through living in affluent suburban areas. 

 

Table 3 

 

Turning now to workplaces rather than residences (Table 3), just over half (52%) of all 

workplaces in Edinburgh, but a substantially greater proportion (75%) of entrepreneurial 

businesses are located in cosmopolitan neighborhoods. In contrast, the proportion of non-

entrepreneurial businesses in cosmopolitan neighborhoods are similar to that of all workers 

(55% versus 52%). Non-entrepreneurial business owners also more often than both 

entrepreneurial business owners and all workers work in neighborhoods with high 

concentrations of highly qualified professionals. Business owners, regardless of whether 

entrepreneurial or non-entrepreneurial, show a low tendency to work in ethnically and 

culturally diverse neighborhoods. As with residential locations, business owners are more 

likely than all workers to work in affluent suburban neighborhoods although the proportion is 

low compared with cosmopolitan neighborhoods. 

Cosmopolitan neighborhoods in Edinburgh are concentrated in the center but stretch across 

outer areas (Figure 2). We therefore further explore the spatial patterns of residence and 

workplace locations among business owners in our sample and the whole of Edinburgh’s 

workforce to better understand the extent to which small business owners, and entrepreneurial 

business owners in particular, diverge from common locational patterns. Table 4 shows the 

location of the residences and the workplaces of the sampled business owners and all workers 

with workplaces in Edinburgh according to three spatial zones: two zones within Edinburgh 

(“central” and “outer”) and one zone outside of Edinburgh.xv The “outside zone” indicates the 

level of “in-commuting” into Edinburgh (from outside of Edinburgh) as all businesses in the 
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sample and the comparison group of workers’ workplaces are located within Edinburgh 

according to our sample frame. Similar intra-urban location classifications are commonly used 

in the urban economic literature (for example, Florida & King, 2018; Florida et al., 2016; 

Frenckel et al., 2013 and Lawton et al., 2013 use a binary distinction of urban/core and 

suburban/outer). Although concentric urban models are rather simplistic given the complexity 

in the real world, the data presented in Table 4 add to the neighborhood analysis insights into 

the concentration versus deconcentration of workplaces (business locations) and residences. 

 

Table 4 

 

Entrepreneurial business owners also more often live and work in central areas of Edinburgh 

compared to both non-entrepreneurial business owners and all workers in Edinburgh. In Table 

4, those who live and work centrally (second row) are a sub-group of those who live centrally 

(first row). Strikingly, almost all entrepreneurial business owners who live in central Edinburgh 

also work there (90%). Non-entrepreneurial business owners are fairly similar to all workers 

in their preference for central areas as a place to live with the expectation that those who live 

in central Edinburgh also more often work there. Instead, non-entrepreneurial business owners 

show a great preference for living in outer Edinburgh compared to both all workers and 

entrepreneurial business owners, and further importantly, they tend to both live and work in 

outer Edinburgh to a much greater extent. Business owners, both entrepreneurial and not 

entrepreneurial, differ from all workers in their tendency to live within Edinburgh while in-

commuting from outside Edinburgh is much lower than among all workers.xvi  

We further investigate the proximity of workplace and residential location that emerged in 

Table 4 among business owners, via commute distances. We calculated the commuting 

distance in a consistent fashion as straight-line distances.xvii For comparing the commuting 
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distances between business owners in our sample, we select commuters in the 2011 Census of 

Population with workplaces in the same Census Data Zones in which the sampled businesses 

were located, on the basis that some parts of the city may attract longer or shorter commutes 

due to differences in accessibility (Hu & Schneider, 2017; Shearmur, 2006). This comparison 

is the best proxy given the lack of city-level transport survey data for years after 2011. 

 

Table 5 

 

As shown in Table 5, very short commutes are much more prevalent among business owners. 

Of those with a commute to a fixed workplace (excluding business owners with the home as 

premises or base), almost one-in-five has business premises within a kilometer of their home 

and almost half within three kilometers of their home. For comparison, of all workers with jobs 

in the same parts of Edinburgh as the surveyed business owners’ workplaces, only 6% lived 

within a kilometer and just below one-third within three kilometers of their workplace.xviii The 

proportion of very small commutes of less than one kilometer is higher amongst non-

entrepreneurial business owners to entrepreneurial business owners in our sample (26% vs. 

12%). However, the distribution of their commutes is fairly similar between 1km and 5km and 

statistically not significantly different at the mean. 

Taken together, entrepreneurial small business owners are attracted to cosmopolitan 

neighborhoods to a great extent both at the residential and the work location although more 

entrepreneurs work than live in cosmopolitan neighborhoods. The extent to which they work 

and live in central areas is further striking adding to observations for creatives/artists 

(Markusen, 2006). In contrast, non-entrepreneurial small business owners are not more 

attracted to cosmopolitan neighborhoods as a place to live or work than workers on aggregate. 

However, affluent suburban neighborhoods are also important locations for the residences, and 
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to a somewhat lesser extent workplaces, of both entrepreneurial and non-entrepreneurial small 

business owners, similar to existing studies that stressed suburban preferences among creative 

workers (Frenckel et al., 2013; Lawton et al., 2013), although our analysis reveals that 

entrepreneurial and non-entrepreneurial small business owners avoid long commutes, even if 

they live outside Edinburgh.  

 

Multivariate analysis of business owners’ location in cosmopolitan neighborhoods 

This section further explores the factors associated with living and/or working in cosmopolitan 

neighborhoods of business owners using our primary survey and multivariate methods. 

Specifically, we test whether entrepreneurial business owners are more likely to work and/or 

live in cosmopolitan neighborhoods than non-entrepreneurial business owners. We start with 

cosmopolitan neighborhoods as a place to live. In Table 6, the dependent variable is One if the 

business owners live in cosmopolitan neighborhoods, or Zero if otherwise. Odds Ratios are 

displayed that indicate the odds of a one-unit change in the independent variable being 

associated with a different outcome in the dependent variable. To ease interpretation, we also 

report probabilities in the text.xix 

All three derived measures of an entrepreneurial business (startup, opportunity-driven and 

combined measure, see section 3.3) are included in the models. We further add a derived 

measure indicating whether the business activity is knowledge-intensive or not (see section 3.2 

and endnote xiii) as these business activities may be more dependent on buzz and density 

(Storper & Venables, 2004). Alternatively, we used a dummy indicating business servicesxx 

instead of knowledge-intensive activities. Findings are similar and only models with a dummy 

for knowledge-intensive activities are reported. As business characteristics, we further include 

the number of staff employed in the business (including none as reference category). 
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We derive the variable “commute type” that includes whether the business is run from the 

home (i.e. zero commutes) or the home is used as a base to explore whether living or working 

in cosmopolitan neighborhoods is related to close proximity between business and home. The 

business owners in this sample have overall much shorter commutes than the working 

population (section 4.1) and 2km is used as threshold to distinguish shorter versus longer 

commutes among the sampled business owners (see Table 5).  

Socio-demographic characteristics of the owner (sex, dependent child in household and age) 

are included in the models to account for interrelated life course and lifestyle effects on 

residential location choices (Smith & Olaru, 2013), in particular moves of families from city 

to suburban locations in order to improve housing and neighborhood quality (Clark et al., 

2006).  

 

Table 6 

 

Findings in Table 6 provide some support for the attraction of entrepreneurial business owners 

to cosmopolitan neighborhoods as a place to live. Opportunity startup motivations and the 

combined measure of entrepreneurial business (opportunity-driven and startup) significantly 

increase the odds of living in a cosmopolitan neighborhood but not a young business (business 

startup) on its own. The confidence intervals for the estimates are rather wide due to our small 

sample although we can be 95% sure that the probability that an opportunity-driven small 

business owner lives in a cosmopolitan neighborhood in Edinburgh is between 51% and 84% 

– this compares with the 29.5% of all workers with workplaces in Edinburgh living in a 

cosmopolitan neighborhood (Table 2). Despite the association between opportunity-driven 

business owners and cosmopolitan neighborhoods as a place to live, we cannot find an 

association between knowledge-intensive activities and living in cosmopolitan neighborhoods 



 25 

(Model 4 in Table 6). Instead we find a positive association of non-employing business owners 

and cosmopolitan neighborhoods as a place to live. Together these findings suggest that 

cosmopolitan neighborhoods may be attractive as residential areas for small business owners 

at a stage where they seek to develop/grow their businesses (regardless of whether the business 

is knowledge-intensive or not).  

Short commutes of less than 2km are further connected with living in cosmopolitan 

neighborhoods of small business owners. Business owners who run their business from home, 

who by definition have no commute, are less likely to be found in cosmopolitan neighborhoods 

(see also Table 7), in line with previous studies that showed their suburban orientation 

compared to businesses in commercial premises (Kane & Clark, 2019). The odds of living in 

cosmopolitan neighborhoods are decreased by 80-87% for business owners who run their 

business from home (and 94-95% for business owners with no fixed commute). Cosmopolitan 

living is therefore in our study of small business owners not associated with the work/live unit 

as described in existing studies for artists (Markusen, 2006) but with having the business close-

by which could be related to lifestyle but also business demands or family demands (long 

working hours, time pressure). Business owners who live in cosmopolitan neighborhoods and 

have short commutes of less than 2km comprise in our sample architectural and planning 

services, medical practices and food and retail shops. 

Personal life course influences on residential location show up in the age of the business owner. 

In Model 4 in Table 6 (not controlled for an entrepreneurial versus non-entrepreneurial 

business), the odds of living in a cosmopolitan neighborhood are decreased by 64% for those 

business owners 50 years and older. Sex and household composition of the owner are both not 

significant in the residential models. 

 

Table 7 
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Models in Table 7 investigate whether small business owners work in a cosmopolitan 

neighborhood (coded One) or outside of cosmopolitan areas (coded Zero). These models 

include business owners in commercial premises and those who run their business from home 

but exclude those with the home as base since for them we cannot define a workplace location. 

The same modelling framework is applied as in Table 6. Coefficients for a startup business, 

however, cannot be estimated in Table 7 (almost all startup businesses are located in 

cosmopolitan neighborhoods!). Further, models are displayed without the child co-variate. The 

variable had no effect and did not change other estimates (see section 3.5). 

Estimates in Table 7 show strong support for the location of entrepreneurial businesses in 

cosmopolitan neighborhoods (Florida & King, 2018). The odds of having the business in a 

cosmopolitan neighborhood are 2.5 and 3.7 greater for the opportunity measure and the 

combined startup and opportunity measure respectively (Models 1 and 3). In addition, almost 

all startups in this sample are located in cosmopolitan neighborhoods (88%). To contrast, 

neither the knowledge-intensity of the business nor the number of staff employed in the 

business show associations with cosmopolitan neighborhoods as a place to work. 

The connection between cosmopolitan neighborhoods as a place of work and commute distance 

is not significant. The Odds Ratios are still well below One meaning that some business owners 

commute into cosmopolitan areas. Lastly, none of the socio-demographic characteristics of the 

owner is associated with the location of small businesses in cosmopolitan neighborhoods. 

In summary, an entrepreneurial small business as opposed to a non-entrepreneurial small 

business is associated with a cosmopolitan neighborhood in terms of both the residential and 

workplace location of the owner. Home-based businesses or the work/live unit are less likely 

to be found in cosmopolitan neighborhoods. Surprisingly, the number of staff employed in the 

business, generally used as a business performance indicator, is associated with the residential 
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location of the business owner in a cosmopolitan neighborhood but not with the location of the 

business in a cosmopolitan neighborhood. We find socio-demographic characteristics of the 

owner to be important only for the residential location in a cosmopolitan neighborhood but not 

the workplace (i.e. business) location. 

 

Discussion and Conclusion 

The analysis presented in this paper provides support for the attraction of entrepreneurial small 

business owners to cosmopolitan neighborhoods at the intra-urban scale both as places to live 

and as places to work. This is coupled with an increased extent of working and living in urban 

central areas. However, non-entrepreneurial small business owners are remarkably similar in 

their probability to live or work in cosmopolitan neighborhoods to the general working 

population, and the vast majority lives and works in outer areas. These findings provide some 

support to the notion of buzz, creativity, diversity and openness as being important to attract 

and promote entrepreneurship in cities. However, the strong emphasis on the importance of 

bohemian urban neighborhoods in the creative capital theory still appears overstated for even 

entrepreneurial small business owners. This is, firstly, because entrepreneurial business owners 

are also attracted to mainstream and traditional affluent suburban neighborhoods, which in 

Edinburgh represent the older bourgeois suburbanization phase in the city in relative proximity 

to the city center and with good infrastructure in terms of transport and facilities – i.e. typical 

and ubiquitous aspects of location choice. Suburbs that offer a high degree of urban amenities 

are therefore also important for urban entrepreneurial creativity, as is supported by the earlier 

study by Gornostaeva (2008) for film, television and video production in London. 

Secondly, life course factors are still linked to the residential locations of small business 

owners, with older business owners being more likely to live in the suburbs. Similarly, other 
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studies found traditional age-related patterns of residential locations among creative workers 

little different to the general population (Lawton et al., 2013; van Oort et al., 2003).  

Thirdly, the majority of entrepreneurial small business owners still lives in outer areas of 

Edinburgh and not in central parts, which is partly the result of cosmopolitan neighborhoods 

stretching into outer areas of the city. Together with their preference for affluent suburbs, these 

findings more broadly underline the notion of a diverse suburban economy and that in 

particular both cosmopolitan and bourgeois suburbs contribute to creativity as suggested by 

Phelps (2012). 

While suburban urban amenities may play a role in attracting and retaining small business 

entrepreneurs to a city overall (Wenting et al., 2011), there may nevertheless also be some 

gains to be had from planners fostering bohemian residential neighborhoods (at least from the 

point of view of encouraging entrepreneurship). City planners might, however, be advised to 

facilitate and promote dense and diverse business communities in both residential properties 

and in commercial premises in central urban areas in order to help foster entrepreneurial 

business startups. In our case, cosmopolitan neighborhoods were strongly overlaid with high 

proportions of students and significant parts of cosmopolitan living were in outer areas, both 

of which are likely to reflect a preference for cheaper house prices which other studies have 

shown to be important for entrepreneurs (Li & Wu, 2014). Therefore, as businesses grow and 

evolve over the business cycle and their owners age and move through their life course, there 

is a need, as our findings suggest, for attractive suburban residences and a diversity of business 

premises and locations, including in suburban areas. A first key conclusion therefore is that the 

urban environment most likely to support entrepreneurship and small business growth is one 

characterized by a diversity of types of residential neighborhoods and commercial areas. Our 

findings further suggest that the proximity between home and workplace of small business 

owners (both entrepreneurial and non-entrepreneurial) is strikingly different to the general 
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working population, with small business owners having remarkably short commutes. From this 

we draw the second key conclusion that an urban environment with residential neighborhoods 

and commercial areas in relatively close proximity to each other and/or with good transport 

connections between them is important for urban success. 

The emerging literature on the influence of residential location and life choices of 

entrepreneurs on business location has employed different concepts for explaining why people 

tend to start businesses close to where they live or their family lives including social 

embeddedness, regional identity and social capital (Dahl & Sorenson, 2009; Figueiredo et al., 

2002; Pallares-Barbera et al., 2004). The much shorter commutes of business owners compared 

with the working population revealed in this study adds to this discussion a new dimension. 

Rather than long established relations and feelings about a place, we suggest for future research 

to investigate the daily time-space geography of business owner. Coupling constraints 

(Hägerstrand, 1970) may be one reason why small business owners work so close to home 

related to long working hours and time pressure. Alternatively, rather than constraints, business 

owners may simply have greater opportunities where to locate their business as argued by van 

Ommeren and van der Straaten (2008) in relation to the self-employed. The time geography 

framework seems fruitful for exploring further the commuting patterns of small business 

owners and why they are so short as revealed in our study. 

Our research design has made a novel distinction between the residential and workplace 

location of business owners, utilized a representative sample of small business owners 

including unregistered businesses in Edinburgh and compared these to all workers in 

Edinburgh with comprehensive Census of Population data. However, using cross-sectional 

data means that directions of causality can only be inferred (as is the case with much work that 

investigates spatial patterns at a point in time). Nevertheless, our explorative analysis has 

provided convincing new evidence for understanding economic creativity not only through 
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business location and industry cluster but also through residential location. Understanding the 

residential and business/workplace locations and preferences of entrepreneurial small business 

owners in particular is important in contextualizing claims of the importance of buzz, 

creativity, diversity and openness as being important to attract and promote entrepreneurship 

in cities and in helping urban planners shape cities conducive to entrepreneurship and economic 

growth. Cities require an eco-system of diverse neighborhoods to match a similarly diverse 

eco-system of entrepreneurs and small business owners as they and their business evolve 

through the business cycle and owners’ life courses. Some entrepreneurs may be bohemian, 

but may nevertheless, as much as their bourgeois counterparts, prefer to live or locate their 

business in a traditional suburb with good access to transport, schools and urban amenities. 
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Figure 1. Location of the City of Edinburgh 

 
Produced by Paul Carter, University of Portsmouth, using Ordnance Survey Edina Digimap Meridian 
and Strategi data, including public sector information licensed under the Open Government Licence 
v3.0. Crown copyright and Database rights 2019 Ordnance Survey (100025252). 
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Figure 2. Neighborhood types and central zone in the City of Edinburgh 

Produced by the authors using Office for National Statistics' 2011 Area Classifications for Super 
Output Areas (Data Zones in Scotland), matched to digital Census boundaries accessed from the UK 
Data Service. Copyright 2018 UK Data Service. 
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Table 1. Sample and variable description 
Variables mean minimum maximum n 
Entrepreneurial business     
 Motivated by opportunity 0.49 0 1 151 
 Business startup (<24 months) 0.11 0 1 149 
 Opportunity-driven or startup 0.52 0 1 151 
Necessity-motivated (could not find 
adequate job/redundancy) 

0.16 0 1 151 

Age of business (years) 12.21 0 43 149 
Type of business premises     
 Home as premises 0.32 0 1 153 
 Home as base/no fixed workplace 0.15 0 1 153 
 Commercial premises 0.53 0 1 153 
Commuting distance (km)1 7.94 0.07 67.24 80 
Legal status     
 Sole proprietor 0.25 0 1 151 
 Limited liability company 0.63 0 1 151 
 Limited liability partnership 0.07 0 1 151 
 Other partnership 0.03 0 1 151 
Number of employees in business 2.30 0 9 153 
Industry     
 Manufacturing incl. transport 0.07 0 1 153 
 Wholesale, retail 0.10 0 1 153 
 Accommodation and food services 0.10 0 1 153 
 Information and communication 0.05 0 1 153 
 Financial, insurance & real estate 0.16 0 1 153 
 Profess., scientific, technical services 0.24 0 1 153 
 Administrative and support services 0.05 0 1 153 
 Education  0.07 0 1 153 
 Health and social work 0.08 0 1 153 
 Other services, incl. arts 0.07 0 1 153 
Knowledge-intensive industry activity 0.58 0 1 153 
Woman 0.24 0 1 151 
Man 0.76 0 1 151 
Age of business owner     
 25-39 0.18 0 1 151 
 40-49 0.25 0 1 151 
 50+ 0.57 0 1 151 
Lives with dependent child 0.52 0 1 151 

1Excluding business owners who are home-based or have no fixed business location. 
Source: Authors’ survey of small business owners in Edinburgh, 2013/14 
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Table 2. Residential location by neighborhood types of sample of business owners and all 
workers in Edinburgh, column percentages 

Neighborhood type of residential location All workers Sample of business owners 
 All  Entre-

preneurial 
Not entre-
preneurial 

Cosmopolitan  29.5 39.7 50.0 28.8 
Highly qualified professionals 9.0 15.8 9.0 22.7 
Ethnically and culturally diverse  8.9 7.5 3.8 12.1 
Hard-pressed communities 18.4 2.1 - 4.6 
Industrious communities 10.9 6.2 6.4 6.1 
Affluent suburban communities 8.8 19.9 20.5 18.2 
Comfortable suburbia 7.0 2.7 3.9 * 
Aging/rural 7.4 6.2 6.4 6.1 
Total 100 100 100 (99) 

Note: N=307,157 workers in Edinburgh and n=146 business owners with businesses located in 
Edinburgh (column ‘all’). Of those n=78 are classified as entrepreneurial and n=66 as not 
entrepreneurial (two cannot be classified). 
 *Less than three observations. 
  Source: 2011 Area Classification for Data Zones (all workers) and authors’ Edinburgh Small 
Business Survey 2013/2014 
 
 
Table 3. Workplace location by neighborhood type of sample of business owners and all 
workers with workplaces in Edinburgh, column percentages 

Neighborhood type of workplace location All workers Sample of business owners 
 All  Entre-

preneurial 
Not entre-
preneurial 

Cosmopolitan  51.5 65.4 75.0 55.4 
Highly qualified professionals 10.2 9.2 4.2 16.1 
Ethnically and culturally diverse 19.0 6.9 5.6 7.2 
Hard-pressed communities 8.5 3.9 * 5.4 
Industrious communities/comfortable 1.2 * * * 
Affluent suburban communities 5.6 12.3 11.1 12.5 
Comfortable suburbia 0.8 - - - 
Ageing/rural 3.2 * - * 
Total 100 (97) (96) (97) 

Note: N= 286,773 workers with workplaces in and n=130 business owners with businesses located in 
Edinburgh. Of these, 72 are classified as entrepreneurial and 56 as not entrepreneurial (two are 
unclassified). 
 Source: 2011 Area Classification for Data Zones (all workers) and authors’ Edinburgh Small 
Business Survey 2013/2014 
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Table 4. Spatial location of residence and workplace, business owners and all workers with a 
workplace in Edinburgh, percentage shares 

Zones All workers Sample of business owners 
 All  Entre-

preneurial 
Not entre-
preneurial 

Lives centrally 14.5 23.1 29.2 15.5 
Lives & works centrally 8.2 20.0 26.4 12.1 
Lives in outer areas 49.8 61.5 54.2 70.7 
Lives & works in outer areas 31.1 46.9 38.9 56.9 
Lives Outside 35.7 15.4 16.7 13.8 

Note: N=258,084 workers in Edinburgh and n=130 business owners. Of these, 72 are classified as 
entrepreneurial and 56 as not entrepreneurial (two are unclassified).  
 Source: Authors’ own calculations for all workplaces based on 2011 Census of Population Data 
Zone-to-Data Zone journey to work flows in Table ‘WF01BSC_DZ2011_Scotland - Location of Usual 
Residence and Place of Work’ (excludes in-commuters from outside Scotland); business owners from 
authors’ survey. 
 
 
Table 5. Prevalence of commuting distances among business owners and all workers with a 
commute (percent and cumulative), workplace destinations in the City of Edinburgh 

Distance Sample of business owners  All workers 
All Entrepreneurial Non-entrepreneurial 

Percent Cum.  Percent Cum.  Percent Cum.  Percent Cum.  
<1km 18.8 18.8 12.2 12.2 25.6 25.6 6.4 6.4 
1-<2km 17.5 36.3 24.4 36.6 10.3 35.9 13.2 19.6 
2-<3km 12.5 48.8 12.2 48.8 12.8 48.7 12.5 32.1 
3-<5km 18.7 67.5 19.4 68.2 18.0 66.7 17.6 49.7 
5-<10km 10.0 77.5 5.0 73.2 15.4 82.1 17.8 67.5 
10-<20km 7.5 85.0 9.7 82.9 5.1 87.2 15.3 82.8 
20-<30km 8.7 93.7 9.7 92.6 7.7 94.9 7.0 89.8 
30+km 6.3 100.0 7.4 100.0 5.1 100.0 10.2 100.0 

Note: N=97,199 workers with workplaces in the same areas in Edinburgh as the sample of business 
owners with commutes to business premises (n=80), thereof n=41 are entrepreneurial and n=39 non-
entrepreneurial. 
 Source: Authors’ survey data of business owners and ‘all workers’ distances calculated from the 
2011 Census of Population. The same 115 Census Data Zones were used as workplace destinations 
for all workers in which the business owners’ businesses were located. 
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Table 6. Lives in cosmopolitan neighborhood, Odds Ratios, 95% confidence interval in 
brackets 

Independent variables Model 1 Model 2 Model 3 Model 4 
 OR SE OR SE OR SE OR SE 
Opportunity startup 2.352** 0.954 -  -  -  
 (1.061, 5.212)       
Startup <2 yrs. -  1.953 1.196 -  -  
   (0.588, 6.486)     
Entrepreneurial  -    3.191*** 1.335 -  
(opportunity or <2 yrs.)    (1.405, 7.248)   
KI Industries1 -  -  -  0.587 0.244 
      (0.260, 1.327) 
Number of staff (ref. none)        
 1-3 0.315** 0.157 0.384** 0.185 0.336** 0.167 0.358** 0.173 
 (0.118, 0.837) (0.149, 0.988) (0.126, 0.893) (0.139, 0.924) 
 4-9 0.238** 0.140 0.278** 0.162 0.254** 0.151 0.244** 0.145 
 (0.074, 0.757) (0.088, 0.873) (0.079, 0.816) (0.075, 0.785) 
Commute type (ref. <2km)        
 >=2km 0.172*** 0.099 0.194*** 0.109 0.162*** 0.095 0.187*** 0.106 
 (0.055, 0.533) (0.064, 0.588) (0.051, 0.511) (0.061, 0.568) 
 Home-based 0.148*** 0.089 0.159*** 0.093 0.128*** 0.079 0.201*** 0.118 
 (0.045, 0.483) (0.050, 0.503) (0.038, 0.434) (0.063, 0.637) 
 No fixed commute 0.049*** 0.038 0.058*** 0.044 0.052*** 0.041 0.060*** 0.046 
 (0.010, 0.224) (0.013, 0.258) (0.011, 0.243) (0.013, 0.270) 
Woman 0.465 0.228 0.471 0.227 0.453 0.227 0.505 0.242 
 (0.177, 1.219) (0.183, 1.211) (0.169, 1.212) (0.197, 1.292) 
Has dep. Child 0.524 0.213 0.601 0.240 0.523 0.216 0.631 0.253 
 (0.235, 1.166) (0.274, 1.317) (0.233, 1.175) (0.287, 1.387) 
Owners’ age (ref. <40 yrs.)       
 40-49 0.416 0.247 0.443 0.259 0.401 0.240 0.428 0.249 
 (0.130, 1.332) (0.140, 1.398) (0.124, 1.297) (0.137, 1.339) 
 50+ 0.429† 0.218 0.390† 0.198 0.420† 0.214 0.361** 0.183 
 (0.157, 1.165) (0.144, 1.058) (0.154, 1.145) (0.133, 0.978) 
N 144  146  146  146  
LR Chi2(df) 34.86(12)*** 30.88(12)*** 37.91(12)*** 31.31(12)*** 
Pseudo R2 0.180  0.157  0.193  0.160  

Notes: The residential classification is based on the ONS 2011 Area Classification for Data Zones. 
 Significance: †p=0.1, **p<=0.05, ***p<=0.01 
 1Knowledge-intensive industries defined according to the Eurostat Knowledge Intensive Activities by 
NACE Rev. 2 classification. 
  Source: Authors’ Edinburgh Small Business Survey 2013/14 
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Table 7. Works in cosmopolitan neighborhood, Odds Ratios, 95% confidence interval in 
brackets 

Independent variables Model 1 Model 2 Model 3 Model 4 
 OR SE OR SE OR SE OR SE 
Opportunity startup 2.530** 1.058 2.492** 1.037 -  -  
 (1.114, 5.744) (1.102, 5.634)     
Entrepreneurial  -    3.718*** 1.597 3.644*** 1.555 
(opportunity or <2 yrs.)    (1.601, 8.632) (1.578, 8.413) 
KI Industries1 -  0.921 0.398 -  0.957 0.417 
   (0.395, 2.150)   (0.406, 2.252) 
Number of staff (ref. none)        
 1-3 0.711 0.350 0.688 0.337 0.777 0.383 0.750 0.368 
 (0.270, 1.869) (0.262, 1.801) (0.295, 2.045) (0.286, 1.967) 
 4-9 1.762 1.080 1.621 0.985 2.140 1.338 1.962 1.211 
 (0.530, 5.861) (0.492, 5.334) (0.628, 7.291) (0.585, 6.579) 
Commute type (ref. <2km)        
 >=2km 0.522 0.319 0.550 0.331 0.490 0.301 0.513 0.312 
 (0.157, 1.730) (0.168, 1.794) (0.146, 1.638) (0.156, 1.690) 
 Home-based 0.207*** 0.122 0.226** 0.134 0.182*** 0.110 0.197*** 0.120 
 (0.065, 0.658) (0.070, 0.726) (0.055, 0.597) (0.059, 0.654) 
Woman 1.073 0.502 -  1.110 0.530 -  
 (0.428, 2.686) - (0.435, 2.830) - 
Owners’ age (ref. <40 yrs.)       
 40-49 0.730 0.449 0.726 0.443 0.719 0.446 0.713 0.439 
 (0.218, 2.439) (0.219, 2.401) (0.213, 2.429) (0.213, 2.384) 
 50+ 1.161 0.634 1.079 0.581 1.192 0.656 1.103 0.597 
 (0.398, 3.388) (0.375, 3.104) (0.405, 3.508) (0.381, 3.191) 
N 127  127  129  129  
LR Chi2(df) 17.83(9)** 16.87** 23.47(9)*** 22.46(8)*** 
Pseudo R2 0.110  0.104  0.141  0.135  

Notes: The residential classification is based on ONS 2011 Area Classification for Data Zones. 
 Significance: †p=0.1, **p<=0.05, ***p<=0.01  
 1Knowledge-intensive industries defined according to the Eurostat Knowledge Intensive Activities by 
NACE Rev. 2 classification. 
  Source: Authors’ Edinburgh Small Business Survey 2013/14 
 
 
 
 

i National Records of Scotland, Scotland’s Census 2011 Table KS204SC. 

ii These figures only include registered businesses. 

iii ONS Mid-year population estimate. 

iv It is estimated that three-quarters of all UK enterprises in 2015 were one-person businesses 

and that the majority of these were unregistered businesses (56%) and/or home-based (59%) 

(BIS, 2016). 

v ONS Inter Departmental Business Register. 
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vi Businesses were not included if information on the number of employees was missing and 

when information on either the residential or business location was incomplete or not within 

the sampling framework. 

vii ONS UK Standard Industrial Classification 2007 

viii Eurostat indictors on High-tech industry and Knowledge-intensive services (Annex 8).  

ix Fraser, S. (2009). United Kingdom Survey of Small- and Medium-Sized Enterprises' 

Finances, 2008. [data collection]. UK Data Service. SN: 6314, http://doi.org/10.5255/UKDA-

SN-6314-1 

x ‘Data Zones’ in Scotland are similar in spatial scale and definition to ‘Super Output Areas’ 

in the rest of the UK. 

xi Variables that were used to derive neighborhood types are published in Gale et al. (2016). 

However, information about the precise composition of each neighborhood type is not 

available. 

xii Where appropriate, we follow ONS’s eight ‘Super Groups’ with the following alterations: 

i) ‘Cosmopolitan student neighbourhoods’ and ‘Inner city cosmopolitan’ combined to form 

‘Cosmopolitan’; ii) ‘Multicultural living’ and ‘Ethnically diverse professionals’ combined to 

form ‘Ethnically and culturally diverse neighbourhoods’; iii) the following Groups are 

reported as distinct categories rather than being aggregated within their larger ‘Super Group’ 

- ‘Highly qualified professionals’, ‘Affluent communities’ (which we rename ‘Affluent 

suburban communities’ to reflect its Super Group) and ‘Comfortable suburbia’; and iv) the 

‘Ageing suburbia’ Group is added to the ‘Countryside Living’ Super Group and renamed 

‘Ageing/rural’.  

xiii As well as being dominated by ‘cosmopolitan’ neighbourhoods, the zone we define as 

central Edinburgh (within 2km of the central railway station) represents the city’s high-

density core, thus captures an important spatial structure of the city in relation to 
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conventional urban models of residential choice. Population density drops by 35 persons per 

ha (from 81 to 46) between the 1-2km and 2-3km rings, by far the greatest single drop in 

population density moving out from the city centre. 

xiv This approach also conforms with sample size rules of thumb suggested by Tabachnick 

and Fidell (2014, 159). 

xv We define Central Edinburgh as all Census Data Zones with their centre falling within a 

2km buffer of the city’s main railway station on Waverly Bridge, which lies at the heart of 

the central business district. Outer Edinburgh is defined as the area between the central zone 

and the city’s administrative boundary. Beyond the City of Edinburgh administrative 

boundary lies our final zone, ‘outside Edinburgh’. See also endnote xiii. 

xvi The level of in-commuting is of a similar magnitude to the 38% of jobs in the 12 English 

Local Authority areas with >100,000 workplaces plus Aberdeen and Edinburgh in Scotland, 

Belfast in Northern Ireland and Cardiff in Wales (own calculation based on 2011 Census of 

Population). 

xvii Business owners’ commute distances were calculated as straight-line distances between 

the centroids of postcode unit polygons. Postcode units contain an average of 15 addresses 

each and rarely more than 100. For all workers, we calculated the commutes in the 2011 

Census of Population as straight-line distances between the centroids of Census Data Zones. 

From the Census dataset, 97,199 recorded commutes were extracted originating within 

Scotland (from residences in a total of 6,976 distinct Data Zones) and ending in one of the 

115 Census Data Zones in Edinburgh which contained at least one business address from the 

present business survey (Table WF01BSC_DZ2011_Scotland). 

xviii Commuting distances to workplaces in Edinburgh are in line with comparable cities. The 

average commute distance of workers with workplaces in Edinburgh is 11.6km. The average 

commute to workplaces in similar-sized cities in England plus Aberdeen and Edinburgh in 
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Scotland, Belfast in Northern Ireland and Cardiff in Wales is 12.5km (own calculation based 

on Census of Population 2011 Table WP702EW and Table LC7102SC from the Scottish 

Census). 

xix Probability = elogit/(1+ elogit ) 

xx Standard Industrial Classification (SIC) codes K, L and M combined. 


