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Abstract 

Entrepreneurial ecosystems and business incubators are primary drivers of economic growth and innovation. 

These ecosystems government institutions, investors, support organisations, and universities provide critical 

resources that make startups successful. The performance of the systems is based on a series of factors, including 

favourable government policies, industry engagement, collaborative networks, available resources, a strong 

entrepreneurial culture, and availability of resources. This review combines theoretical frameworks and empirical 

studies of the existing body of knowledge to analyse how business incubators and entrepreneurial ecosystems 

drive innovation and economic growth. It determines the performance determinants of the systems and suggests 

the main research gaps, including a lack of comparative geography studies, insufficient longitudinal studies, and 

a lack of sophisticated models that can address policy instruments, diversity, and ecosystem dynamics. Closing 

the gaps will make it easier to strategically develop entrepreneurial ecosystems, ensuring that they continue to 

contribute to sustainable global economic growth and innovation. 

1. Introduction 

Entrepreneurship has emerged as a prime driver of economic change in both emerging and developed economies. 

The role of entrepreneurs as drivers of innovation, employment generation, and economic growth of nations and 

regions has been widely acknowledged (Audretsch & Thurik, 2001; Acs et al., 2014). However, the success of 

entrepreneurial businesses never happens in a vacuum; instead, it is traditionally supported and complemented by 

interconnected groups of institutions, people, and infrastructures, all referred to as entrepreneurial ecosystems. At 

the same time, business incubators have drawn significant interest as structured support systems that provide the 

conditions for the emergence of startups in their most vulnerable earlier stages, not only with physical space but 

also with mentorship, access to finance, as well as strategic guidance (Bruneel et al., 2012; Mian et al., 2016). 

Entrepreneurial ecosystems are typically characterized by the presence of a diverse set of stakeholders, such as 

universities, research institutions, investors, government ministries, industry players, and a general cultural 

environment that is conducive to innovation and risk-taking (Isenberg, 2010; Stam, 2015). These ecosystems 

provide an environment conducive to entrepreneurial ideas to grow and mature. Business incubators are situated 

within or in close proximity to these ecosystems and provide specialized resources that enable the growth of 
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innovative ideas into entrepreneurial business models. Over the past two decades, there has been a phenomenal 

increase in academic and policy interest in these systems, and this has been followed by an explosion of research 

that has explored their components, effectiveness, and impact (Pauwels et al., 2016; Spigel & Harrison, 2018). 

With the rising interest in the subject, it is important to conduct a systematic review of the literature in existence 

to obtain an understanding of the mechanisms by which entrepreneurial ecosystems and business incubators 

operate, the theoretical frameworks employed to analyse them, and the determinants that affect their performance. 

The aim of the review is to synthesize findings from 29 peer-reviewed papers in an attempt to present a complete 

picture of the manner in which these systems foster regional growth, innovation, and startup success. Furthermore, 

it highlights the key gaps in the current research landscape such as the importance of longitudinal research, 

geographic variation, and more advanced models that consider contextual heterogeneity and policy impacts (Autio 

et al., 2014; Audretsch & Belitski, 2017). Through this, the study not only contributes to academic literature but 

also offers valuable insights to policymakers, educators, and practitioners seeking to develop or enhance 

entrepreneurial ecosystems and incubation schemes. 

 

Figure 1 illustrates the operational activities and facilitators through which business incubators and entrepreneurial 

ecosystems drive economic and social change. 

The theoretical framework constructed within this section provides the basis for a rigorous examination of the 

academic literature that constitutes our existing knowledge. The next section examines a broad variety of scholarly 

publications that examine the definitions, elements, and theoretical foundations of entrepreneurial ecosystems and 

business incubators. 

2. Literature Review 

2.1 Entrepreneurial Ecosystems: Definitions and Components 

Entrepreneurial ecosystems are a dynamic, complex, and vibrant interdependent network consisting of a range of 

actors, institutions, and contextual factors that interact in a synergistic relationship to enable and support the 

growth and development of entrepreneurial firms. Although according to Mason and Brown (2014), the 

ecosystems are essentially grounded on a support platform of a range of government agencies, academies, 

financial institutions, and a wider cultural environment that encourages and supports the culture of risk-taking and 
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innovation-seeking, in an additional clarification of this definition, Spigel (2017) provides a broader 

conceptualization by developing a conceptual framework in which cultural, social, and material properties 

intersect and interact to produce environments that are highly conducive to entrepreneurship and its success. The 

most important ingredients that are often emphasised in the literature are institutional infrastructure, access to 

human and financial capital, an active entrepreneurial culture, access to markets, as well as the availability of 

mentorship networks, all of which have been expounded by Stam (2015). 

2.2 Business Incubators: Role and Evolution 

Business incubators have experienced a phenomenal and revolutionary transformation over the years, from being 

simple, basic providers of infrastructure to being integral drivers and critical agents facilitating value creation in 

entrepreneurial ecosystems. Historically, in the early days of first-generation incubators, the emphasis was largely 

on the provision of basic physical space and a variety of administrative facilities that startups required to take 

flight (Hackett & Dilts, 2004). With the changing nature of entrepreneurship and entrepreneurs' needs becoming 

more sophisticated and complex, the second-generation incubators were formed, along with the addition of 

structured and organized business support services that included not only legal counseling but also financial 

advisory service and market access assistance that were pivotal for scaled businesses (Bergek & Norrman, 2008). 

The most evolved and advanced version of these incubators, also known as third-generation incubators, lays 

significant emphasis on holistic development through proper integration into the ecosystem, active stakeholder 

engagement, and innovative collaborative models that promote collective innovation (Bruneel et al., 2012). The 

general objective of such advanced incubators is to develop and nurture entrepreneurial capacity and significantly 

enhance the prospects of long-term success of startups in the constantly changing business environment. 

2.3 Theoretical Backgrounds Associated with Entrepreneurial Ecosystems and Business Incubators 

There have been several theoretical perspectives utilised and applied to the research and analysis of entrepreneurial 

incubators and ecosystems. The Resource-Based View (RBV) presumes that access and configuration of valuable, 

rare, and inimitable resources are the determinants that significantly affect entrepreneurial performance (Barney, 

1991). Meanwhile, Knowledge Spillover Theory focuses on and points out how physical proximity to research 

and academic institutions allows startups to efficiently absorb and capitalise on new knowledge produced in their 

surroundings (Acs et al., 2009). Furthermore, Institutional Theory is interested in the role played by regulatory 

and normative structures in determining and influencing entrepreneurial conduct (North, 1990). Lastly, Systems 

Theory provides a global perspective by examining interdependent interactions that take place among different 

constituents of the ecosystem (Moore, 1996). Lastly, Entrepreneurial Ecosystem Theory brings together and 

synthesises these different perspectives to develop an explanation on how the interactions among individuals, 

institutions, and environmental conditions in turn give rise to various entrepreneurial outcomes (Autio & Thomas, 

2014; Stam & Spigel, 2016). 

2.4 Research Methodologies Linked with Entrepreneurial Ecosystems and Business Incubators 

The variety of research methodologies employed in entrepreneurial ecosystem and incubator research mirrors the 

complex nature of these phenomena. Case studies provide rich contextual data, frequently employed to investigate 

individual regional ecosystems or incubator models (Yin, 2009). Surveys and interviews quantify perceptions, 

behaviour, and outcomes in larger samples (Pauwels et al., 2016). Longitudinal studies follow the development 

of ecosystems or incubators over time, shedding light on causal mechanisms and adaptation processes (Clarysse 

et al., 2015). Meta-analyses combine results across studies to identify patterns and generalizable relationships 

(Liñán & Fayolle, 2015). Comparative cross-regional analysis is also on the rise, providing evidence on the effects 

of institutional context on ecosystem dynamics. 
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Figure 2 presents a synthesis of the major theories and methodologies used in analyzing entrepreneurial 

ecosystems and incubators. 

Having laid this sound theoretical and methodological groundwork, we now move seamlessly on to the important 

exercise of identifying and examining in depth the most pertinent variables and constructs that have a significant 

impact on the overall functioning and efficacy of entrepreneurial ecosystems and business incubators. 

3. Key Variables, Factors, and Constructs Relating to Entrepreneurial Ecosystems and Business Incubators 

Studies in this specific area have found a number of key constructs that are instrumental in driving the overall 

success of entrepreneurial ecosystems and incubators. Among these key factors, we have: 

Entrepreneurial Resources: These are the basic inputs, financial capital, human capital, mentoring, and technical 

infrastructure on which startups rely to innovate and grow. Availability of such resources allows entrepreneurs to 

develop competitive advantages and maintain business growth (Brush et al., 2001). These kinds of resources in 

entrepreneurial ecosystems tend to be made available through venture capital, angel investors, universities, and 

public funding programs (Colombo & Grilli, 2010). 

Networking and Collaboration: Being able to collaborate and possessing good social networks that bridge 

entrepreneurs, incubators, research centres, and other industry actors are of highest priority for knowledge transfer 

facilitation and market access (Malecki, 2011). Not only do such networks offer beneficial social capital, but they 

also create synergies that are key to entrepreneurs' success. Incubators, in addition, are typically central nodes that 

actively foster and support these valuable connections among all the actors (Aernoudt, 2004). 

Entrepreneurial Capabilities: These are a set of strategic, operational, and managerial capabilities that 

entrepreneurs develop and learn over time, both formal structured education and a wide variety of informal 

opportunities for learning within their local environment. Business incubators are part of this environment and 

play a central role by offering a rich variety of training programs, mentorship, and in-hand experiential learning 

settings that have a significant impact and support the development of entrepreneurial capabilities for future 

business leaders and innovators (Grimaldi & Grandi, 2005). 

Innovation Output: Innovation is perhaps the most significant metric for measuring the efficiency and overall 

performance of incubators and ecosystems. Such efficiency is oftentimes measured through various means, 

including the extent of patents granted, new products introduced to the market, significant technological 

breakthroughs achieved, and the successful commercialization of newly developed services (Audretsch, 1995). 

Incubators play a pivotal role in this process because they offer essential research and development infrastructure, 
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enable the development and testing of prototypes, and establish valuable contacts between startups and potential 

innovation partners that can help spur their growth and success. 

Knowledge Spillovers refer to the unconscious but substantial transferring of useful knowledge that takes place 

from universities, research and development institutions, and experienced entrepreneurs to new start-up firms. 

Not only does it create innovation but also helps speed up the progress of these firms in the competitive market, 

according to Audretsch and Lehmann in their research of the year 2005. Further, being proximate to knowledge-

intensive institutions facilitates start-ups in adopting and implementing the latest technologies and innovative 

concepts that are vital for their prosperity. 

Ecosystem Resilience: This is the remarkable capacity of an ecosystem to effectively adapt, bounce back quickly, 

and sustain economic vitality even amidst numerous shocks or disturbances. Resilient ecosystems are defined by 

a high degree of species diversity, redundancy in their structures, and dynamic feedback processes that co-operate 

to promote long-term sustainability of both the environment and the economy (Roundy, 2019). 

Figure 3 provides a conceptual framework that illustrates the interrelationships among these constructs. 

 

Having laid out these foundational constructs, we now examine how the performance of entrepreneurial 

ecosystems and incubators is measured, and which indicators are used to evaluate their success in practical 

settings. 

4. Performance Measure Factors 

To adequately assess the performance of entrepreneurial ecosystems and business incubators, quantitative and 

qualitative performance metrics must be used. These different performance metrics are essential in determining 

and assessing the degree to which these systems drive innovation and spur economic development in the 

surrounding communities and regions. 

One of the most widely used key indicators among many studies is the startup creation rate, which perfectly 

represents the capability of the ecosystem to innovate and give birth to new business opportunities. Higher rates 

of startup creation are likely to be an indicator of how well the different support mechanisms available work, as 

well as the availability of key entrepreneurial resources, and the existence of a conducive institutional environment 

that facilitates business growth and innovation (Phan et al., 2005). However, it is also important to note that the 

emergence of new startups in itself is not sufficient to ensure long-term survival; therefore, firm survival rates are 

also highly emphasized under such conditions. Survival rates specifically measure the ability of startups to survive 

the different challenges and obstacles associated with their early development and reflect the quality of the 

mentorship, training, and network support provided by incubators and different actors in the entrepreneurial 

ecosystem. 
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The increase in revenue and the generation of employment are both other key metrics that are deserving of notice. 

High-performing growing firms have a crucial role to play in the contribution to the national and local economies, 

and their performance is an immediate indicator of the scalability and competitiveness fostered by the local 

environment. Additionally, many studies suggest that employment generation is an appropriate proxy for the 

measurement of economic impact, clearly illustrating how entrepreneurial businesses not only provide jobs for 

employees but also generate a chain of downstream economic activity, as shown by the research of Mian et al. 

(2016). 

Patent applications, the launch of new products into the market, and technological innovation are often used as 

the main indicators to measure the innovative capacity of different ecosystems. These outputs are significant 

indicators that illustrate the process of converting ideas into actual, usable solutions. In addition, they are often 

linked to proximity to research institutions, the assistance offered by incubators to R&D, and the positive 

knowledge spillovers that take place in these environments (Audretsch, 1995). 

A further emerging dimension is ecosystem vibrancy, which reflects the frequency and intensity of entrepreneurial 

activity, the availability of networking platforms, and the concentration of incubators and co-working spaces. 

Vibrant ecosystems are connected with those cultural attitudes that favour experimentation, diversity, and 

collaboration. 

Finally, the application of performance measures that are consonant with well-established theoretical models such 

as the Resource-Based View and the Entrepreneurial Ecosystem Theory, creates a far more accurate and detailed 

picture of the matter in question. Such measures play an essential function by allowing researchers as well as 

policymakers to assess not just the ultimate results delivered but also the complex systemic interactions and the 

complex feedback loops responsible for maintaining overall performance. While performance measures do supply 

quantifiable information that can provide insights into the efficiency of an ecosystem, it is important to carry out 

a more extensive and detailed analysis in order to provide solutions to open questions and respond to the emerging 

challenges that have emerged within the field. Within the discussion section, there is a critical analysis of the 

research gaps present, the limitations of existing studies, and the numerous opportunities for future research that 

could heavily contribute to the strategic development of entrepreneurial support systems. 

5. Discussion 

The review emphasizes that entrepreneurial ecosystems and business incubators work best when they are 

contextually responsive, inclusive, and supported by strong inter-organizational connections. Successful 

ecosystems are characterized by coordinated stakeholder interactions, access to essential resources, and collective 

emphasis on innovation-driven growth. Business incubators, strategically placed in such environments, have a 

catalytic effect in lowering startup mortality, improving innovation potential, and streamlining commercialization 

routes. 

 

Yet the performance of such systems differs greatly across locations, largely a consequence of institutional 

maturity, policy environments, resource allocation, and cultural predispositions toward entrepreneurship. These 

differences highlight the importance of sensitive and context-sensitive policy interventions. Additionally, 

although literature offers a wealth of information about the inputs (e.g., funding, infrastructure) and the outputs 

(e.g., patents, job creation), one finds a clear gap in grasping the internal processes and dynamic mechanisms—

such as feedback loops, informal networks, and ecosystem resilience—that underpin long-term performance. 

 

The review also underscores the scarcity of longitudinal and comparative analyses, which are essential to capture 

the long-term evolution and change of ecosystems. Ecosystems do not remain constant; they change with 

technological innovation, policy reforms, and economic shocks. Grasping these dynamics can be helpful in 

designing more effective ecosystem design and policy interventions. Hence, research in the future will have to 

aim at seizing the temporal and spatial aspects of ecosystem formation and the intricate dynamics between their 

multiple components. 

6. Conclusion 

Entrepreneurial ecosystems and business incubators have been key facilitators of innovation and economic 

growth. This review amalgamated concepts from theoretical and empirical research to explore how the systems 

work, interact, and lead to entrepreneurial success. It found a range of key drivers—such as resource access, 
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stakeholder engagement, institutional encouragement, and capacity for innovation that collectively to determine 

the functioning of these environments. 

The evidence suggests that ecosystems as well as incubators have maximum effect when rooted in a favourable 

socio-economic and policy environment. They support entrepreneurial action by reducing barriers to entry, 

increasing knowledge and network access, and establishing an innovative culture. However, important gaps in 

research still remain. Importantly, there are calls for longitudinal studies, regional comparative analyses, and more 

integrative theoretical models that are capable of explaining the systemic aspects of entrepreneurial ecosystems. 

Closing these gaps is essential to push forward academic knowledge and to inform policymakers and practitioners 

in creating adaptive, inclusive, and high-performing ecosystems. Finally, well-functioning entrepreneurial 

ecosystems and incubators can be engines of inclusive, sustainable, and innovation-driven economic development. 

7. Future Research Directions 

Future studies need to address several key areas to improve our knowledge about entrepreneurial ecosystems and 

business incubators. First, longitudinal studies must be conducted to observe the dynamic development of 

ecosystems over time and to determine the factors that make them adaptable and successful in the long term. 

Second, comparative cross-national and regional studies would offer insights into how institutional, cultural, and 

economic contexts influence ecosystem structures and results. 

Third, integrative theoretical models that combine concepts from institutional theory, resource-based view, 

systems theory, and ecosystem approaches are urgently needed. These models would allow for a more integrative 

analysis of how the various components interact and affect entrepreneurial performance. Fourth, future research 

should explore the contribution of diversity and inclusion, gender, ethnicity, and socio-economic background 

towards fostering ecosystem vibrancy, resilience, and equity. 

Finally, researchers must look into the informal processes and feedback mechanisms, such as trust, social norms, 

and tacit knowledge flows, that underlie ecosystem performance but are not commonly addressed in formal 

analyses. Focusing on these dimensions will provide more sophisticated and efficient strategies for ecosystem 

development and policy design. 
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