Paper to be presented at
DRUID15, Rome, June 15-17, 2015
(Coorganized with LUISS)

Start-EU-up! International incubation practices to overcome the main
challenges of the Western European entrepreneurial ecosystem
Marijn A Van Weele
Utrecht University
Innovation Studies
m.a.vanweele@uu.nl
Frank J Van Rijnsoever
Utrecht University
Innovation Studies
f.j.vanrijnsoever@uu.nl
Chris Eveleens
Utrecht University
Innovation Studies
c.p.eveleens@uu.nl

Abstract
Despite the continued efforts of policy makers, the Western European entrepreneurial ecosystem is still struggling.
Further, as questions are being raised about the effectiveness of Western European incubators, there is a growing call
for incubators around the world to learn from each other and improve themselves. Our paper enables Western European
incubators to learn from their foreign counterparts by qualitatively identifying the challenges in the Western European
entrepreneurial ecosystem and the practices that incubators around the world use to address these challenges. Our
study thereby takes a two-step approach. First, using the components of the entrepreneurial ecosystem to structure data
coming from 75 interviews with Western European entrepreneurs and incubator managers, we identify five interrelated
challenges that constrain the ability of Western European start-ups to grow into high-impact businesses. In the second
part of our study, we conduct a total of 191 interviews in Silicon Valley, the greater Boston area, Israel and Australia to
identify practices that incubators in these regions use to address the five challenges identified in the first study. Our
results show that, rather than addressing the institutional roots that cause the malfunctioning of entrepreneurial
ecosystems, incubators primarily create an environment that protects start-ups from unfavorable institutions.
Accordingly, we conclude that existing incubators have only limited potential to strengthen the Western European

entrepreneurial ecosystem, and we end our paper with a call for a new generation of ?systemic incubators? to address
the institutional challenges that constrain start-up activity in Western Europe.
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Start-EU-up! International incubation practices to overcome the main
challenges of the Western European entrepreneurial ecosystem
1 Introduction
Stimulating the emergence and growth of technology-based start-ups (hereafter: start-ups) has
become a central part of Western European policies to achieve economic growth (Ahmad and Ingle
2013; Brown and Mason 2014). Although these start-ups only constitute a small part of the total
population of small businesses, they are responsible for the majority of employment and innovation
(Michael and Pearce 2009; NESTA 2009; Schneider and Veugelers 2010). However, these start-ups
suffer from high failure rates; about one third of Western European start-ups do not survive their
second year (Bartelsman 2005; Scarpetta et al. 2002). To offset the risks associated with start-ups,
European governments increasingly support them through incubators: organizations that provide startups with a broad range of services and resources needed for survival and growth (Aerts et al. 2007;
Bergek and Norrman 2008; Bruneel et al. 2012). It is estimated that there are currently over 1000
European incubators, 85% of which is located in Western European countries, and that their number
has seen a fivefold increase between 2007 and 2013 (Aerts et al. 2007; Ahmad and Ingle 2013; Salido
et al. 2013). Accordingly, incubators are considered to be
-technology industrial
E
(Oakey 2012 p. 67)
EU
(Ahmad and Ingle 2013 p. 123).
The efforts of Western European policy makers to support start-ups through incubators are in line with
a global trend: the number of incubators increases rapidly around the world, which has led to a diverse
global population of incubators and related start-up support initiatives (Aerts et al. 2007; Chandra et
al. 2012; Lee and Osteryoung 2004; Oakey 2012). This
all over the world to learn from each other and improve themselves (Ahmad and Ingle 2013 p. 131; see
also Aernoudt 2004; Terjesen et al. 2013). In Western Europe, such learning is urgently needed.
Western Europe still seems to be lagging behind other economies in terms of start-up activity (Startup
Manifesto 2013; The Economist 2012; Tijssen and van Wijk 1999), which raises questions about the
effectiveness of incubators (Schwartz 2008, 2012; Tamasy 2007). However, cross-national comparative
studies on incubators are rare (Ahmad and Ingle 2013; Phan et al. 2005; Rothaermel et al. 2007).
Further, international studies that do exist (see e.g. Aernoudt 2004; Lalkaka 2002; Lee and Osteryoung
2004) have two limitations. First, they primarily provide comparisons of incubator attributes, such as
configurations, objectives and historical underpinnings. Such analyses have been criticized for failing to
explain how the incubation process unfolds. Accordingly, there is a growing call for scholars to move
attributes
practices to explain in more detail
how incubators provide their support to start-ups (Ahmad and Ingle 2013; Hackett and Dilts 2004; Phan
et al. 2005). Second, existing studies pay little atte
local context. Doing so is
important, because incubators enable start-ups to overcome constraints that may be specific to the
local entrepreneurial ecosystem, such as a lack of venture capital or a lack of legitimacy for start-ups
(Amezcua and Grimes 2013; Degroof and Roberts 2004). Identifying effective incubation practices
therefore requires a thorough understanding of the challenges in the entrepreneurial ecosystem that
incubators should address.
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To address these limitation we first qualitatively identify the main challenges of start-ups in Western
Europe1. Next, we identify practices from around the world that incubators can use to overcome these
challenges in the Western European context. We structure the identification of challenges around the
concept of entrepreneurial ecosystems, which consist of the environmental components that
interactively shape the performance of start-ups in a geographically and politically defined area (Cohen
2006; Qian et al. 2012; Roxas and Lindsay 2007). To create a comparable group of countries, we study
innovation driven economies (Kelley et al. 2012). These economies have a relatively high share of
opportunity-driven entrepreneurship, which includes technology based start-ups, and are home to the
majority of incubators and are therefore relevant for our study (Aerts et al. 2007). Empirically, we base
our conclusions on two studies that use semi-structured interviews with entrepreneurs, incubator
managers, and other key stakeholders from the Netherlands, the UK, Switzerland, France, the United
States (Silicon Valley and the greater Boston area), Australia and Israel.
The contribution of our paper is of a strong practical nature, as Western European policy makers and
incubator managers can use our results to help start-ups overcome their major challenges. However,
our paper is also of theoretical relevance. We respond to calls by incubator scholars for comparative
studies to explain cross-national differences between incubators; we explicitly take into account the
role of context in our comparison; and we focus on incubation practices rather than incubator
attributes. We demonstrate that the main challenge of European start-ups is to grow into high impact
businesses. The incubation practices we identify focus mainly on increasing interaction between startups and the entrepreneurial ecosystem. However, this is likely insufficient to completely address the
underlying institutional challenges in the European entrepreneurial ecosystem.
In the remainder of this paper we discuss the components of the entrepreneurial ecosystem, which we
use to identify the challenges of the Western European entrepreneurial ecosystem, and the support
provided by incubators. We then present two empirical studies: one in which we identify challenges,
and one in which we identify practices. We end our paper with a brief discussion and conclusion.

2 Background: entrepreneurial ecosystems and the role of incubators
Prior studies on entrepreneurial ecosystems identified various components or factors that should be
present in an entrepreneurial ecosystem to facilitate the founding and growth of start-ups (Cohen
2006; Neck et al. 2004; Qian et al. 2012). First, there should be capital services, either from private
investors or public organizations to provide financial resources. Second, a physical infrastructure is
required in the form of office space or equipment, transportation services, and access to specialized
equipment such as laboratories (Feldman and Florida 1994). Favorable entrepreneurial ecosystems also
have high levels of human capital; well-educated individuals with technical and entrepreneurial skills
who act as start-up founders or employees (Florida et al. 2008). Universities may play a catalyzing role,
as they educate entrepreneurs and employees, create a culture of innovation and entrepreneurship,
and provide specialized technological knowledge (Etzkowitz 2004). Finally, domestic or foreign markets
should be accessible and large enough for start-ups to sell their products.
1

With the term Western Europe we refer to the UK, the Netherlands, Belgium, Luxembourg, Germany, France,
Switzerland, Liechtenstein and Austria.
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Within the entrepreneurial ecosystem, actors operate under an institutional environment that
supports or constraints startI
(North 1990)
that structure the actions of actors in the entrepreneurial ecosystem (Scott 1995). Governments can
provide supporting institutions through favorable regulations, such as subsidies or easy company
registration procedures. It should be attractive for actors in the ecosystem to interact and exchange
resources through formal and informal networks. For example, it may be not attractive for a university
and a firm to interact, and governments can give subsidies to support R&D collaboration (Rijnsoever et
al. 2014). Another important, but more informal institution is the presence of an entrepreneurial
culture. This culture should encourage people to start new businesses, it should ensure that (nascent)
entrepreneurs think in terms of the market where they want to sell their products, it should make risk
taking socially accepted, and it should celebrate successful start-ups.
If components in the entrepreneurial ecosystem are insufficiently developed, start-ups face challenges
that may constrain their growth. Incubators can help start-ups overcome these challenges by providing
resources or services. For example, incubators may compensate for a lack of capital services by
providing financial support through subsidized services or by investing in start-ups in exchange for
equity (Bruneel et al. 2012). Additional financial benefits are created through economies of scale, as
start-ups share office space and other tangible resources such as car parks and meeting rooms (Bergek
and Norrman 2008; McAdam and McAdam 2008). Incubators may contribute to the human capital of
the entrepreneurial ecosystem by providing start-ups with specialized knowledge through seminars,
workshops, mentor sessions or by encouraging peer to peer interaction (Audet and Couteret 2012; Rice
2002; Scillitoe and Chakrabarti 2010). Incubators can also provide access to technological knowledge,
for example by connecting start-ups to scientists in universities (Acs et al. 1992; Etzkowitz 2002). By
providing such relational connections to universities or other actors, incubators act as a mediator in
connecting start-ups to t
(Amezcua and
Grimes 2013; Bergek and Norrman 2008). The incubator thereby enables start-ups to overcome
institutional barriers to interact. When connecting to networks, start-ups also benefit from the added
to
potential collaborators. Start-ups may also benefit from interacting with each other in the incubator
community, as they engage in collaborative projects or exchange knowledge and networks (Mcadam
and Marlow 2007; Tötterman and Sten 2005). The incubat
entrepreneurial culture of support and encouragement (Cooper et al. 2010), which may compensate
for the absence of such a culture in the entrepreneurial ecosystem.

3 Methods study 1
3.1 Research design and case selection
To gain insights into the challenges of Western European start-ups, we conducted 75 semi-structured
interviews with entrepreneurs, incubator managers and other key stakeholders in the start-up process,
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such as investors, university technology transfer officers, mentors and policy makers2 in Western
European countries. Our sample consisted of eight incubators, six of which were part of the Climate
Knowledge and Innovation Community (Climate-KIC), a European initiative to stimulate clean tech
innovation and entrepreneurship. These university-affiliated incubators were located in the
Netherlands (3), France (1), Switzerland (1) and the UK (1). Although Climate-KIC has a focus towards
supporting clean tech start-ups, the incubators were active in a wide variety of industries. The other
two incubators were from the Netherlands and not university-affiliated. Among the interviewees were
several European policy makers, as well as entrepreneurs that were active in multiple European
countries, and incubator managers and investors overseeing an international portfolio of start-ups. The
international background of these interviewees compensated for the limited number of European
countries in which interviews were conducted. Overall, this resulted in a diverse sample that can inform
us about the Western European entrepreneurial ecosystem
3.2 Data collection and data analysis
Interviewees were approached through the network of Climate-KIC
networks, through desk research and by asking interviewees to introduce the researcher to other
interesting actors for this research. All interviews were conducted on-site between January 2012 and
March 2014. Conducting interviews on-site enabled us to augment the dataset with observations and
informal conversations. Table 1 below provides a breakdown of the number of interviewees per
category and country. In addition, the researchers attended various start-up events and formal
meetings organized by Climate-KIC during which challenges and solutions for European (clean tech)
entrepreneurship were discussed. This enabled us to triangulate our findings and to enrich our
interviews.
Entrepreneurs
Netherlands

24

Incubator
staff
13

Other (e.g. investors, policy makers, Total
university representatives)
12
49

Switzerland

8

1

2

11

France

8

2

0

10

United Kingdom

3

1

1

5

Total

43

17

15

75

Table 1. Interviews conducted for study 1
The interviews took 40 minutes on average. Every interview started with a brief introduction of the
research goa
T
challenges of the Western European entrepreneurial ecosystem and, in the case of incubated
entrepreneurs and incubator staff, the support provided by incubators. Initially, the questionnaire
consisted primarily of generic, open questions to identify general challenges. As the study evolved, we
included more specific questions to explore particular challenges in more detail. The semi-structured
2

The interview data from the six university-affiliated incubators was also used in a prior study on incubator
strategies (Van Weele et al. 2013).
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nature of the interviews allowed for additional probing questions to let interviewees elaborate on their
answers.
If possible, the interviews were recorded and transcribed. In two instances, recording was either
unpractical or not allowed, so notes were taken based on which an interview report was written. Data
was collected until no new relevant topics emerged, which suggests that theoretical saturation was
reached. Data was analyzed using the qualitative data analysis program Nvivo. During the initial stage
of coding, we based codes on the components of the entrepreneurial ecosystem as identified in section
2, while remaining open to new codes by
N
exploring relationships between codes, and combined and categorized codes around the core concepts
of this study: the challenges of the Western European entrepreneurial ecosystem.

4 Results study 1
Based on our data we identified the following five challenges:
 Lack of market orientation. The entrepreneurs in the incubators typically had a strong
technological background, but the interviews showed that most entrepreneurs were unfamiliar with
activities related to managing and growing their business such as presenting to investors, reaching out
to customers or managing employees. Entrepreneurs were seen to underestimate the importance of
fulfilling a customer need and were thus struggling to create a scalable business around their idea. One
A
we get,
of the Swiss incubator managers said: T
This lack of market orientation was partly seen as the result from education systems in Europe,
which pay little attention to the development of entrepreneurial skills and a practical and commercial
mindset. I
E
Americans. Accordingly, this challenge is primarily rooted in cultural European institutions that are not
easily changed.
 Lack of an entrepreneurial culture. Related to this, interviewees found that the culture of Western
European countries did not encourage entrepreneurship. Entrepreneurs felt that entrepreneurship is
perceived as a high risk career choice, and that their social environment was skeptic towards the
Further, interviewees found that failure is not socially
accepted and they were concerned about stringent bankruptcy laws. These factors contribute to a high
fear of failure among entrepreneurs. These institutions inhibit entrepreneurial initiatives and they limit
entrepreneurial ambitions. Investors and incubators found that those start-ups that do exist have
limited ambitions for growth, as entrepreneurs were primarily motivated by a desire to be their own
boss instead of aspiring to create a large company. One of the investors said: I
entrepreneurial drive: what is your goal? Where do you want to go? Many entrepreneurs are happy
T
.
 Small domestic market. Compared to US or Asian markets, the individual European countries have
relatively small domestic markets. In addition, foreign markets, even within Europe, are difficult to
access: interviewees perceived the European market to be fragmented, as countries differ from one
another in terms of language, local regulations, customer preferences, etc. These institutional
5

differences make it difficult for start-ups to capture the entire European market. Consequently, startups with similar businesses may co-exist in different European countries, but it is difficult for start-ups
to scale their activities. The small domestic markets can partly explain the limited ambitions for growth
of European entrepreneurs. As one Dutch investor and former entrepreneur illustrated, European
W
D
start-ups think local instead of global: O
standards, but nothing from an international
T
,
and we made some wrong choice because of that .
 Lack of early stage capital. E
perceived as underdeveloped. Although
, to get the company started, is relatively easy to obtain, entrepreneurs
found that only a small number of investors were willing to provide larger amounts of
capital necessary to scale technological development and marketing activities. Again, this makes it
difficult to scale start-ups. As an explanation, multiple institutional causes were mentioned. Investors
found it unattractive to invest in start-ups due to E
and because start-ups
lacked an experienced management team and a strong market focus. Second, entrepreneurs found
investors to be risk averse, as they preferred to invest in real estate or family owned, low tech
businesses. Third, the motivations of European entrepreneurs to be their own boss makes them
hesitant to give up equity to investors (Audretsch et al. 2002; Fiedler and Hellmann 2001). One of the
I
T
entrepreneurs illustrated: I
.
my m
 Universities are not focused on entrepreneurship. European universities were perceived to fulfill
their role as catalysts in the entrepreneurial ecosystem only to a limited extent. Although research and
education at European universities were perceived to be of high quality, interviewees said that it was
difficult to create start-ups based on university research, as the basic research conducted by
universities is not ready for commercialization. Start-ups also struggled to access university equipment
and felt that university technology transfer offices had little experience with start-ups, constraining the
transfer of knowledge from universities to start-ups. Thereby, entrepreneurs were unable to access
cutting-edge knowledge and technology that can form the basis of high-tech firms with a competitive
advantage that leads to growth (Grant 1996; McEvily and Chakravarthy 2002). Finally, interviewees
found that universities neglected entrepreneurship as a career choice and prepared students for
careers in government, multinationals or universities instead. Although some universities organized
courses in which students developed a business plan, these courses were not focused on creating
technology-based start-ups with a high growth potential. Universities thereby lack a culture of
ambitious entrepreneurship. W
or to start a PhD.
entrepreneur said: Y
E
. The institutional cause of this challenge is the strong incentive
for universities to pursue academic research rather than to collaborate with industry or to
commercialize knowledge (Rijnsoever et al. 2014).
Figure 1 below provides a conceptual overview of the challenges in the Western European
entrepreneurial ecosystem. Overall, the image emerges that Western E
start-ups to grow into successful businesses. One Dutch incubator manager illustrated this as follows:
M
-ups are able to achieve some small successes: to think of a good idea, to attract some
6

subsidies, to find a launching customer ... But they fail to make it out of that stage and experience real
. The lack of successful start-ups creates a reinforcing, vicious cycle, as there are few successful
entrepreneurs who could serve as inspiring role models or as
who use their wealth as
early stage capital to invest start-ups. The challenges identified all have institutional roots in European
culture, norms and regulations. This makes it problematic to overcome the challenges, but incubators
can be a means to mitigate some of the negative effects. The challenges as identified in Figure 1 are
similar to those identified by more generic studies on European innovation and entrepreneurship (see
e.g. Kelley et al. 2012; Schneider and Veugelers 2010; Tijssen and van Wijk 1999), and are also in line
with recent European policies to support start-ups, such as the Entrepreneurship 2020 action plan and
the Start-up Europe Partnership, (European Commission 2013, 2014), which validates our findings.
Limited access to cutting edge knowledge
and technologies for start-ups

Universities are not focused
on entrepreneurship
Universities pay little
attention to the development
of entrepreneurial skills

Lack of market
orientation

Lack of high growth
start-ups

Start-ups struggle to create
a scalable business

Start-ups not attractive for investors

Small domestic market

Universities
lack a culture
of ambitious
entrepreneurship

Difficult to scale start-up

Lack of angel investors

Lack of early stage capital

Start-ups hesitant to give up equity
and investors are risk averse
Start-ups think local

Lack of an
entrepreneurial culture

Start-ups have limited
ambitions for growth
Lack of role models

Figure 1. Challenges in the European entrepreneurial ecosystem.

5 Methods study 2
5.1 Research design and case selection
Next, we conducted a multi-case study to study start-ups and incubators in various entrepreneurial
ecosystems. We used a theoretical sampling strategy to identify a specific case (i.e. a specific region or
country) that would be likely to provide useful insights for every challenge identified in study 13. These
3

Although we connected every individual case to a specific challenge, we also derived incubation practices from
other cases to overcome challenges. For the lack of early stage funding, we did not include a specific case, but
identified incubation practices across all four cases. The interview data Australian was also used for a study on
start-up communities (van Weele et al. 2014).
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ecosystems were, similar to Western Europe, innovation driven economies (Kelley et al. 2012) that
encourage entrepreneurship to achieve economic growth. Our sampling strategy resulted in the
following four cases:
Silicon Valley. We use Silicon Valley as a case study to identify incubation practices through which
incubators make start-ups more market oriented, as Silicon Valley has the most developed
entrepreneurial ecosystem and also the most mature and developed incubators (Aernoudt 2004;
Herrmann et al. 2012). Consequently, Silicon Valley entrepreneurs and incubators are famous for their
ability to translate technological ideas into successful, high-growth start-ups, and Silicon Valley is
therefore a suitable case study. Data was collected between February and July 2013.
Australia. We study start-ups in Australia to gain further insights on how start-ups are able to thrive
in a country lacking an entrepreneurial culture. Although Australia has a rich history of small businesses,
it also has a high fear of failure (Kelley et al. 2012) and the lack of an entrepreneurial culture has been
recognized to constrain the development of technology based start-ups (PWC and Google 2013). Data
was collected in Sydney, Melbourne and Canberra between February and July 2013.
 Israel. To identify incubation practices that enable start-ups to overcome a small domestic market
we look at Israel. This country has a small domestic market that is isolated from foreign markets.
However, this challenge has not stopped Israel from becoming a
with Israeli start-ups
having a global impact (Senor and Singer 2009). Data was collected in the high-tech regions of Tel Aviv
and Haifa between May and July 2014.
 The greater Boston area. To identify incubation practices that facilitate the relationship between
start-ups and universities we study the greater Boston area, which is the metropolitan area surrounding
the city of Boston that covers cities such as Somerville and Cambridge. This area is not only home to
many top-tier research institutes, but also to many start-ups in a variety of industries, such as IT, clean
tech and life sciences. Data was collected between February and July 2014.
5.2 Data collection and data analysis
The authors visited the countries between two and six months, which enabled them to be submerged
in the local entrepreneurial ecosystem and gain in-depth insights. For all countries, the second author
assisted in data collection to discuss and interpret findings and to ensure a consistent and valid process
of data collection and analysis. Similar to study 1, interviews were the primary data source, and we
interviewed a similar group of entrepreneurs, incubator representatives and other stakeholders. In
addition to incubators we studied related programs that aim to facilitate entrepreneurship, such as coworking spaces, university entrepreneurship programs and national entrepreneurship policies. Table
2 below provides a detailed breakdown of the number of interviews per category. Interviewees were
identified and approached through desk research, by attending events, and by asking interviewees to
make introductions to other interesting individuals after the interviews.
The interviews were semi-structured, and focused on the support provided by incubators based on the
services as identified in section 2, and the strengths and weaknesses of the entrepreneurial ecosystem.
In addition, we included case specific questions based on the country focus as outlined in section 5.1.
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Entrepreneurs

Incubator staff Other (e.g. investors,
and
other makers, university staff)
facilitators
7
4

policy Total

Silicon Valley

60

Israel

11

11

9

31

Australia

28

20

5

53

Greater Boston

12

7

17

36

Total

111

45

35

191

71

Table 2. Interviews conducted for study 2
Interviews were recorded, transcribed and analyzed in a similar manner as in study 1. Again, data was
collected until theoretical saturation was reached and no new concepts emerged. Then, for every case,
detailed country reports were written to create an in-depth understanding of the entrepreneurial
ecosystem and incubation practices for every individual case. The final phase of data analysis consisted
of a cross case comparison, in which we related the various incubation practices to the challenges in
the Western European entrepreneurial ecosystems.

6 Results study 2
We now discuss how incubators in Silicon Valley, Australia, Israel and the greater Boston area can help
entrepreneurs overcome the challenges that were identified in study 1. When doing so, we also relate
the incubation practices to the institutions that are at the heart of the challenges. Table 3 provides an
overview of the incubation practices.
6.1 Lack of market orientation
Incubators used a variety of practices to make start-ups more market oriented:
 Push for interaction with customers. Inspired by the lean start-up methodology (Blank 2013; Ries
2011), incubators encouraged start-ups to engage with customers in order to identify customer needs.
Some incubators informally encouraged start-ups to do so through mentors who emphasized the
One of the Silicon Valley incubators had a formal
requirement that every start-up should talk to at least 100 customers during their stay in the incubator.
 Provide mentorship. One of the incubator managers said that start-ups develop parameters or
boundaries around their idea that result in implicit assumptions about their product or market. These
assumptions may constrain the search for a suitable target market when they become taken for granted
assumptions that are not questioned during daily operations. During
on one
sessions, mentors forced entrepreneurs to explicate and challenge these underlying assumptions,
making entrepreneurs re-evaluate their start-up: I
“
T
These
mentors were typically experienced entrepreneurs who had started multiple businesses in the past and
were seen to have the credibility to make entrepreneurs re-evaluate their technology or business
model.
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5 Universities are not focused on entrepreneurship
- Provide access to technical expertise and equipment
- Mediate in internships
- Complement university curriculum
- Create a student board
Table 3. Incubation practices. A X
identified in a particular entrepreneurial ecosystem

Boston

4 Lack of early stage capital
- Selectively connect start-ups to funding sources
- Enable start-ups to be capital efficient
- Create a separate joint fund

Israel

3 Small domestic market
- Create an international community
- Create international partnerships
- Enable a soft landing in foreign ecosystems

Australia

2 Lack of an entrepreneurial culture
- Organize start-up tours
- Create a supportive community
- Create a healthy competition among start-ups

Silicon Valley

Challenges and practices
1 Lack of market orientation
- Push for interaction with customers
- Provide mentorship
- Provide small amounts of funding
- Facilitate outsourcing

X
X
X

X
X

X

X
X

X
X

X
X

X
X

X
X

X
X
X

X
X
X

X

X

X
X
X

X

X
X
X

X
X

X
X

X
X

X

X
x

X
X
X
X

 Provide small amounts of funding. To find a viable business model, one of the more prominent
Silicon Valley incubators promoted an iterative development process in which start-ups continuously
adjusted their product or idea based on the feedback of the market (being customers and investors).
This incubator was skeptic of providing start-ups with too much money, as this eliminates the market
pressures that force start-ups to iterate on their business model: "If you give too much money in the
beginning, good founders can work on bad ideas for too long". Accordingly, the incubator only provided
a small amount of funding, just enough to cover the founders' living expenses during the duration of
the incubator program.
 Facilitate outsourcing. Given the limited entrepreneurial experience of entrepreneurs, they
struggled to get acquainted with the various aspects of setting up a company, such as incorporating the
10

company or filing for taxes. Instead of developing these skills in-house, the incubator enabled start-ups
to outsource these unfamiliar activities. We found incubators to provide a wide range of in-house
services, such as design, legal, or human resources. This enables start-ups to focus on developing their
product and finding a market application: A
.
All but the third practice are focused on networks, as incubators connect start-ups to each other, to
mentors or to external networks. These practices primarily aim to help start-ups find a target market
and to accelerate their development. They do not change the underlying cultural institutions that cause
start-ups to be insufficiently market-oriented. Moreover, the practices raise questions about the
tendency of European incubators to be founded and supported by governments and universities (Aerts
et al. 2007; Barbero et al. 2012). The practices suggest that, to make start-ups more market-oriented,
incubators need be more market-oriented as well. One way to do so is by relying more on private
instead of public funding. Further, mentors and incubator staff require entrepreneurial experience to
be credible. However, interviewees found that European incubator staff often had a policy or academic
background, and therefore a lower market orientation. A French entrepreneur illustrated: We were in
contact with the university. In which there are some coaches. But it was all ********. They have no idea
what was the reality in the field. So it is really important to have people that have been in a startup.
That have the experience .
6.2 Lack of an entrepreneurial culture
Incubators can use several practices to create a culture of entrepreneurship and ambition:
 Organize start-up tours. Some Israeli and Australian incubators organized a start-up tour to foreign

ecosystems such as Silicon Valley. These start-up tours aimed to expose start-ups to the cultural values
of a different entrepreneurial ecosystem, by connecting them to start-ups and other stakeholders
abroad, rather than changing the culture of the domestic entrepreneurial ecosystem. Some
entrepreneurs explained that
S
V
start-ups, taking that
mindset back home: G
V
A
N
 Create a supportive community. The community of start-ups in an incubator forms a group of
likeminded individuals that entrepreneurs can identify with. These communities created a shared
-ups going
through similar challenges: I
H
. Selectively
admitting start-up to the community was seen as important. Some of these communities had a
selection process to decide who could join. Being embraced by the community provided motivation
and confidence that helped entrepreneurs to justify their aspirations to their social environment. As
one Australian entrepreneur illustrated: I
I
I
I
I
 Create a healthy competition among start-ups. T
ed to a
-ups, as start-ups were inspired by the positive results of others,
11

and aspired to achieve similar success. One entrepreneur said: Y
. This culture of peer pressure stimulated entrepreneurs to push themselves
and set their ambitions higher. This culture can be stimulated by organizing weekly meetings during
which entrepreneurs were encouraged to
T
people t
O
Australian incubator managers said:
have a Monday morning meeting. Everybody has a no fail goal that you have to achieve. Y
is week.
The above practices are all focused on encouraging interaction between start-ups. By doing so, the
incubators create its own culture that encourages risk taking and ambitious thinking. The incubator
thereby
-ups, rather than addressing the culture in the broader
entrepreneurial ecosystem. An Australian incubator manager said: I
like this because it gives them a safe place to experiment, which is free from the negative Australian
. Being selective is a key feature of successful incubation programs in Silicon Valley like
Y Combinator or 500 start-ups: creating a community of high quality entrepreneurs is important for
start-ups to inspire each other. However, selection contradict the open nature of many publicly funded
Western European incubators that often struggle to have enough applicants to fill their office space
with high quality start-ups, or that aim to create as much start-ups as possible.
6.3 Small domestic market
Incubators can use various practices to enable start-ups to overcome the small domestic market
constraint by facilitating the expansion into foreign markets:
Create an international community. Israeli incubator managers emphasized the importance of
T
-ups to
E
-up as a
potentially global business.
 Create international partnerships. Incubators in all countries relied on their external network to
connect entrepreneurs to foreign customers, thereby compensating for the startinternational networks. One Israeli incubator manager said that only providing introductions is
insufficient, as start: start-ups were unaware of cultural differences
between countries, and they did not always appreciate that foreign customers or investors may value
the start. Consequently, to sell their products in foreign markets, start-ups first
needed to gain in-depth understanding of these foreign markets. This incubator created structural and
alized that there were
ongoing partnerships with foreign actors that enabled start-ups to do so:
more pieces missing, and it led us to understand the need to bring in these organizations as partners,
.
and not just introduce the start Enable a soft landing in foreign ecosystems. One of the Israeli incubators had their main office in
Silicon Valley at which the entire incubator program took place. Entrepreneurs were provided with
office space, and, more importantly, with advice and guidance on local regulations and customs. The
incubator thereby enabled Israeli start-ups
S
V
transition towards a different ecosystem and providing access to a larger market. The incubator
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encouraged start-ups to have their sales office in Silicon Valley, while continuing R&D in Israel. This
enabled startand institutions.
One Silicon Valley incubator manager said:
necessarily successful
T
. Through the above practices,
incubators enable start-ups to understand institutional differences across countries by creating
relationships with local customers and investors. Incubators provide guidance on where to adjust the
starta fit with the local context, thereby enhancing the growth potential of the
start-up. However, the incubator facilitates the transition to a different market environment without
addressing the institutions that inhibit this transition itself. Further, as start-ups expand into foreign
markets, the economic benefits of these start-ups also partly migrate abroad. Policies enabling startups to access foreign markets may therefore fail to create domestic economic growth, which does not
align with the mission of European incubators S
I
mostly foreign companies and countries benefited from the development of Israeli
technologies and start-ups.
6.4 Lack of early stage capital
We found incubators to use various practices to help start-ups overcome the lack of early stage capital:
 Selectively connect start-ups to funding sources. With some incubators having an acceptance rate
as low as five per cent, the incubator acted as a quality filter to investors: I
I
As such, being part of an incubator gave the start-up a strong
competitive advantage. Silicon Valley incubators in particular tried to connect start-ups to networks of
-ups presented to a large group
of investors in an attempt to raise capital. Incubators also connected their start-ups to banks,
corporates or government funds. Again, the incubator acts as a quality filter, as one member of a grant
ort of selection process to get admitted
review panel illustrated: Y
in an incubator. Even if it's as simple as talking about your technology a little bit. That's the kind of filter
. For corporates, incubators were not
only a filter, but, by partnering with them,
image, to attract talented future employees, or to engage in demand driven open innovation strategies.
One of the Israeli incubators asked its corporate partners to identify challenges in their company, after
which the incubator selected start-ups that offered potential solutions to these challenges.
 Enable start-ups to be capital efficient. Next to providing funds, incubators enabled start-ups to be
B
and providing subsidized office space, we also found incubators to negotiate deals with service
providers (such as software companies or lawyers). Consequently, incubators can provide start-ups
 Create a separate joint fund. One of the Silicon Valley incubators had a separate early stage venture
capital fund, in which it invested together with local investors and corporates. However, It should be
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noted that such a fund may also constrain the ability of start-ups to raise funding from external
ot to invest in a
VC
particular start-up, as one entrepreneur illustrated: T
startups. ... I think it's a conflict of interest. It's confusing to the outside
Y
but they're not investing in you? What's going on?'. This signaling issue can be overcome by ensuring
that, although the incubator may help in creating the fund and finding partners, the fund has no official
affiliation with the incubator, and that it is not only bound to invest in start-ups from the incubator.
With the exception of the third practice, these practices create networks between start-ups and
investors. The first two practices enable start-ups to make better use of the existing funds available in
the entrepreneurial ecosystem. The incubator thereby does not address the institutions that cause the
lack of early stage capital. By creating a separate joint fund, the incubator has the potential to extend
the pool of investors. In addition, by co-investing and by acting as a filter to investors, the incubator
mitigates some of the risks associated with investing in start-ups. The incubator thereby addresses the
risk-averse cultural institution that partly causes the lack of early stage capital. Inspired by Silicon Valley
success stories, we found Western European incubators to connect start-ups to investors by organizing
demo days. However, we argue that the potential to do so is limited, due to the underdeveloped capital
services and because Western European incubators often lack the track record and selectiveness to
M
desire to stay in control of their start-up.
6.5 Universities are not focused on entrepreneurship
Incubators may use several practices to improve the interaction between start-ups and universities:
 Provide access to technical expertise and equipment. By providing introductions to university staff
and technology transfer offices, the incubator enables start-ups to access scientific knowledge that may
give them a competitive advantage. Start-ups can access such knowledge by involving university staff
as personnel, as consultants or as advisory board members. Start-ups may also benefit from accessing
university specialized equipment, such as a wind tunnel or gene sequencing equipment. However,
negotiating terms of use with the university was perceived as an obstacle. Incubators may help by, in
addition to contacts, providing standardized contracts. These contracts ensure that the startIP
protected, and enable start-ups affiliated with the incubator to have more favorable terms.
 Mediate in internships. Start-ups perceived the university as a valuable source of talented interns
that can effectively transfer knowledge and technology from the university to the start-up. One
B
-ups. However, there are several barriers to
start-up internships. Start-ups were concerned about the time required to host interns, students found
it difficult to connect to start-ups, as they did not post internships on their website, and universities
-ups can blow up or implode. I think that
were concerned about the uncertain nature of start-ups:
we may be hesitant to devote too much time and energy to finding internships in start-ups because
. Incubators can mitigate these concerns. One of the Boston incubators
start-ups. Further, incubators may help by providing
14

standardized internship agreements, or by guaranteeing internships and placing interns at different
start-ups when the original hosting start-up exits the market.
 Complement university curriculum. One of the university-affiliated incubators in the Boston area
organized courses, such as project-based marketing courses or business plan competitions, together
with universities, and hosted the courses at the incubator facility. The incubator also provided course
material through case studies or projects at start-ups. One interviewee said that the incubator thereby
more practical
and handsA
I
F
[incubator] no one would
complain but that is not the main g
T
part is still educational. And after they have left [the university], if they want to execute on something
 Create a student board. One of the incubators
Both students and university
staff found that the student board played an
H

The above practices are focused on facilitating interaction between start-ups and university staff or
students. By doing so, the incubator fosters a culture of ambitious entrepreneurship at universities,
and provides start-ups with high quality scientific and entrepreneurial skills that are required for
building a start-up with potential for high growth. However, the practices do not aim to change the
regulatory incentives that make entrepreneurship an underexposed topic at universities. Further,
although incubators may contribute to creating an entrepreneurial culture among students and
university staff, the interviews suggest that the potential to do so is limited. One of the incubator
managers said that the university culture takes a long time to change, and compared universities to an
whose direction is difficult to change due to its size and momentum. Consequently,
these practices primarily aim to facilitate entrepreneurship in a given institutional environment.

7 Discussion and conclusion
The five challenges we identified in the context of the Western European entrepreneurial ecosystem
all contribute to the main problem for start-ups to scale their activities and grow into high impact
businesses. The challenges all have institutional roots, which makes it difficult to overcome them
entirely. The incubation practices identified fit the Western European context and can aid in mitigating
part of the negative effects. Noteworthy is that most of these practices are based on connecting the
start-up with other actors. Based on these practic
(Bøllingtoft and Ulhøi 2005; Hansen et al. 2000)
(Aerts et
al. 2007; Bruneel et al. 2012) are still applicable to the prominent entrepreneurial ecosystems we
studied. By identifying different types of practices we added insights on how incubators actually create
and manage their networks. H
to the existing challenges, by bridging institutional differences or by creating an incubator environment
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that protects start-ups from unfavorable institutions. As such, incubators do not address the
institutions that are at the heart of these challenges. Western European policy makers should therefore
be careful to regard incubators as a silver bullet. Incubators are only a partial solution to institutional
problems that run too deep for any single incubator to solve.
The practices identified are our main policy recommendation for Western European incubators. In
addition, we add three more generic recommendations. First, policy makers should address the
dependence of Western European incubators on public funds. The public nature of incubators
contributes to the lack of market orientation of start-ups and encourages start-up quantity over quality.
Instead, incubators should be more selective and focus on supporting start-ups with potential for high
growth. Second, incubators operate in a specific context, and they partly mitigate the shortcomings of
A
best practices. Rather, they should first identify the challenges in the entrepreneurial ecosystem in
which they operate, the consequences of these challenges, and the institutional roots of these
challenges. Only then can the incubator implement practices to mitigate these challenges. Second,
policy makers must realize that incubators are not the solution to the institutional problems in the
Western European start-up ecosystem. If start-ups are indeed a vital component of future Western
European economic growth, stakeholders, including incubators, have to collaborate to engage in a
process of institutional transformation, through changing regulations, norms and underlying cultural
roots (DiMaggio and Powell 1983; Scott 1995). Incubators can play a role in this process by taking the
improving the systemic conditions that inhibit start-up growth. These incubators need to collaborate
to create the critical mass that is necessary to foster institutional change across the entrepreneurial
ecosystem. A first step can be found in the European Accelerator Assembly that aims to strengthen
Europ
E
makers. It should be noted that strengthening entrepreneurial ecosystems by transforming institutions
will likely take decades, if it will ever happen. Until then, the incubation practices identified can aid in
accelerating start-up growth.
We end our paper with some limitations and avenues for further research. First, given that it is the
largest Western European economy, the absence of Germany presents a limitation to our data. We
approached German incubators to participate in our research, but they were not willing to co-operate.
However, the meetings and events that the researchers attended provided various opportunities to
have informal discussions with German entrepreneurs, incubator managers and policy makers. These
discussions, as well as the generic studies on Western European entrepreneurship that we consulted,
suggest that the challenges as identified in our study are also applicable to the German context. Second,
we are aware of cross country institutional differences within Western Europe that may affect the
severity of the challenges we identified (Bosma and Schutjens 2011). However, as our findings from
interviews are in line with European policies and studies, we are confident that the five challenges play
a role in every Western European country, and that the variation lies mostly in the strength of certain
challenges. However, the aim of our research was to identify challenges without measuring their
relative importance, so further research is necessary to provide deeper insights into the importance of
16

these challenges. Finally, the incubators in our sample were not assessed on their output. Measuring
incubator success is complex and controversial (Hackett and Dilts 2004), and doing so was therefore
outside the scope of our study. Consequently, to translate our practices into best practices, further
research is required to explore which practices in our study are associated with incubator success. Still,
given that we studied incubators in successful entrepreneurial ecosystems such as Silicon Valley, the
greater Boston area and Israel, we are confident that the practices as identified in our study form a
good starting point to identify such best practices.
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