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Abstract This article identifies determinants of entrepreneurial ecosystem and their
effects of them on the entrepreneurial performance in Iran. After reviewing the
recent literature on entrepreneurial ecosystem, eight factors were identified including
R&D, financial resources, market, support services, infrastructure, culture, policies,
and human capital that affect the entrepreneurial performance. The data has been
collected by a survey method through questionnaires. Experts and entrepreneurs
have participated in assessing the entrepreneurial ecosystem. The results of data
analysis demonstrate that factors such as R&D, financial resources, market, support
services, infrastructure, culture, policies, and human capital have a positive impact
on entrepreneurial performance. Meanwhile, the results imply inefficiency in the
entrepreneurial ecosystem of Iran. Moreover, the shortfalls of some factors cause to
neutralize the effect of other determinants on the entrepreneurial performance.
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1 Introduction

Nowadays, the role of entrepreneurship in the development of the knowledge-based
economy has been accepted. Governments use entrepreneurship as a tool for achiev-
ing sustainable development (Prieger et al. 2016). International organizations such as
the OECD and the European Union have strongly highlighted the role of innovation
and entrepreneurship as the engine of economic growth (OECD 2014). According to
the Global Entrepreneurship Monitor (GEM), entrepreneurship is an individual’s
effort to launch a new venture and self-employment in order to develop the entre-
preneurial performance (wealth, business creation or development) (Angulo-
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Guerrero et al. 2017). Notably, some countries have formulated the entrepreneurship
policies for more business creation and self-employment.

Over time, the entrepreneurship policies have been changed and directed from the
quantitative development of entrepreneurship toward the qualitative development of
entrepreneurship. Thus, Governments have considered a policy to develop entre-
preneurial ecosystems. Entrepreneurial ecosystem is a new framework for this tran-
sition. This approach focuses on entrepreneurial efficiency. Entrepreneurs are not
only the output of the entrepreneurial ecosystems, but also the main actors who
create and keep a healthy ecosystem (Stam 2015).

Entrepreneurial ecosystem is gradually shaped over time by a series of
interdependent components which interact with each other to create new businesses
or ventures and then to improve the entrepreneurial performance (Cohen 2006). The
success of entrepreneurial ecosystem has an impact on people’s welfare and eco-
nomic performance. However, the advancement in entrepreneurial ecosystem needs
a change in the traditional views on innovation and entrepreneurship (Zahra and
Nambisan 2011). According to Isenberg (2010) “there is no single formula for
creating an entrepreneurial economy and the use of a roadmap is an imperfect
practical way”. In other words it is impossible to create a new Silicon Valley through
replicating the features of its entrepreneurial ecosystem. Thus, every country must
make a benchmark of best practices and develop its entrepreneurial ecosystem based
on its own social, cultural and economic context (Arruda et al. 2015).

A review of the theoretical foundations of entrepreneurial ecosystems suggests
that the entrepreneurial ecosystem provides a growth model for entrepreneurs and
the new business creation. It determines the relevant components to prepare the
development of entrepreneurial activities and performance. Studies in this field, aim
to identify entrepreneurial opportunities in different regions of a country. As stated
above, depending on the conditions of each country, regional ecosystems have their
own characteristics and there is no single formula for creating a successful entre-
preneurial ecosystem.

Iran is one of the developing countries in the Middle East. The Iranian Govern-
ments have implemented some programs to promote entrepreneurship and business
growth since a decade ago. But there are many barriers to the entrepreneurship
ecosystem in Iran. Despite the policy formulation, the international reports did not
show any upper rank among other countries. Based on the Global Entrepreneurship
Index (GEI) report, Iran has been ranked 80 among 132 countries (Acs et al. 2016).
So, assessing the entrepreneurial ecosystem of Iran will give a better explanation for
entrepreneurship development in the developing countries. Therefore, the present
study aims at identifying the entrepreneurial ecosystem factors or constructs and
assessing the quality of constructs based on the experts’ attitudes, testing the
hypothesis based on the entrepreneurs’ attitudes.
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2 Literature Review

2.1 Entrepreneurial Ecosystem

The term “ecosystem” was first coined 20 years ago and since then this word has
been increasingly used in the literature of entrepreneurship and strategy (Autio and
Thomas 2014; Adner and Kapoor 2010). The term of ecosystem often demonstrates
a network of dependent structure and flows of resources with specific goals to create
shared values (Overholm 2015). Entrepreneurial ecosystem is defined as a system
that creates successful entrepreneurs and ventures. When entrepreneurship is suc-
cessful in a country, it is said that its entrepreneurial ecosystem is efficient
(e.g. Estonia’s and South Korea’s entrepreneurial ecosystems) Entrepreneurial eco-
system is a set of cause- and -effect elements that have mutual effects on entre-
preneurship (Stam 2015).

As defined by Prahalad (2005), the entrepreneurial ecosystem may empower
individuals, businesses, and communities through a combination of factors that
increase the economic performance and welfare. An entrepreneurial ecosystem pro-
vides a diverse set of interdependent factors in a geographic region that make profit
and shape the economic performance (Iansiti and Levien 2004). The entrepreneurial
ecosystem is not only a catalyst for the sustainable economy, but it is also the main
advantage of an economy to face a market failure. Studies have shown that entre-
preneurial ecosystem is increasingly used as a general tool for studying the geo-
graphy of entrepreneurship. They consist of a set of cultural perspectives, social
networks, financial supports, universities, and active economic policies which shape
a supportive environment for the activity of the innovation-based business or
ventures (Spigel 2015). Entrepreneurs can discover and exploit opportunities not
only inside but also outside the efficient ecosystem (Nambisan and Baron 2013).

2.2 Entrepreneurial Performance

Entrepreneurial performance is one of the most important constructs in the entre-
preneurship studies (Maltz et al. 2003). According to the reports by the Aspen Network
of Development Entrepreneurs (ANDE 2013), the entrepreneurial performance
refers to the specific activities performed by entrepreneurs and their impact on
economic growth, venture creation, and poverty reduction.

Measuring the entrepreneurial performance is not easy and depends on the
collection of detailed data (Beaton et al. 2009). According to Nordqvist and
Zellweger (2010), the entrepreneurial performance consists of innovation, renewal,
creation of a new business, and social success. According to Monteferrante and
Pinango (2011), entrepreneurial performance includes not only the economic and
monetary aspects (e.g. profit, return on investment, capital, etc.) but also the
non-economic and non-financial aspects (e.g. business survival, number of
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employees). As stated by Grande et al. (2011) the entrepreneurial performance
means acquiring a higher sales growth, a bigger market share, better market status,
more employees, and better financial outcomes. According to Wielemaker and
Gedajlovic (2011) the dimensions of the entrepreneurial performance are economic
growth, innovative activities, high level of R&D, innovation, and intellectual prop-
erty. Other authors have introduced the entrepreneurial performance as social con-
texts of entrepreneurship, motivation forces, knowledge and ability, environmental
variables, and financial strength (Khanka 2009).

The indicators of the entrepreneurial performance are the following: creation of a
new formal business, growth of business, increase in employment and the amount of
human capital and profits.

2.3 Entrepreneurial Ecosystem and Entrepreneurial
Performance

To advance the entrepreneurial performance at a higher level, it is necessary to
introduce the factors that make an efficient entrepreneurial ecosystem (ANDE 2013).
Despite the emphasis on creating entrepreneurial ecosystem, studies on the identifi-
cation of the factors affecting ecosystem are limited. As Van de Ven (1993) states,
the historical focus on individual entrepreneurs has resulted in a lack of proper
attention to multiple factors (public and private) which are crucial for facilitating the
creation of a successful entrepreneurial ecosystem. The significance of mutual
transactions (or interactions) of the factors on each other in an entrepreneurial
ecosystem cannot be overlooked. The framework of a proper ecosystem must
inevitably include personality traits and individual behavior, policies, legal issues,
social habits, and local culture of each region (Lee and Peterson 2000). Thus, to
design an entrepreneurial ecosystem, we must act on the basis of the interconnected
factors which are rooted in the social, cultural, and economic context of a country.
According to the GEM 2015 report, entrepreneurial ecosystem is formed based on
the cultural, social, economic, and political dimensions and the entrepreneurial
activities are realized based on the personal characteristics and social values. The
outcomes of entrepreneurial actions first emerge in the form of added value or job
creation, and later they result in the social and economic development in the
aggregate level.

Thus, in each region, the entrepreneurial ecosystem has special characteristics and
different factors are involved in its development which must be identified. Studies
have noted some of the factors which are summarized in Table 1.

As shown by the previous authors, several factors have been identified that have
an effect on the formation of the entrepreneurial ecosystem. Based on the OECD, the
eight important factors which play a major role in the formation of a promising
entrepreneurial ecosystem and influence subsequently the entrepreneurial perfor-
mance (ANDE 2013) are: research and development (R&D), financial resources
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Table 1 Important factors involved in shaping entrepreneurial ecosystem

Researchers Factors

Audretsch and Belitski | Culture, formal institutions, infrastructure, information technology,

(2016) labor, melting pot and demand

Stam and Spigel Government, industry clusters, formal and informal networks, entre-

(2016) preneurial support

Arruda et al. (2015) Policies and laws, state universities, public institutions, private insti-
tutions, culture, human capital, markets

Spigel (2015) Social networks, financial support, universities, and economic policies

Kshetri (2014) Corporate governance, values and culture, entrepreneurial skills,

research and development, technology, development of financial mar-
kets, market access

World Economic Market, human capital, financial resources, support systems, infra-

Forum (2013) structure and regulatory framework, education, universities, and culture

Pinelli et al. (2013) Markets, human capital/labor, investment, and governmental and legal
policies

Suresh and Ramraj Network support, government, market, financing, ethical, techno-

(2012) logical, social and environmental

Isenberg (2011) Culture, government, human capital, financial capital, market, policy,
and support

Khalil and Olafsen Universities, government, private sector, investors, banks, entre-

(2010) preneurs, research centers, multinational corporations, agents of inter-

national support, private foundations

Cohen (2006) Formal networks, informal networks, universities, government, support
and expertise services, investment, and talent pool

(Finance), market, support services, infrastructure, culture, laws and policies, and
human capital. These factors will be explained below.

1. Research and Development (R&D)

The firms that perform R&D, play an important role in the development of entre-
preneurial ecosystem and performance. Because, they provide business training for
their employees. Meanwhile R&D provides a source of new businesses. On the other
hand, the internal R&D can create business opportunities for more innovations.
Innovation is strongly associated with the sustainable entrepreneurial ecosystem and
performance (GEM 2014; Cohen 2006; Isenberg 2011; Arruda et al. 2015; Zahra and
Nambisan 2011; Oksanen and Hautamiki 2015). Prodan (2007) has stated that the
entrepreneurial process often takes place based on R&D. The entrepreneurs utilize
R&D to recognize opportunities that are often overlooked and not exploited by
others. Exploration and exploitation of new opportunities through innovation in the
market cause more competitive advantages. These arguments suggest the first
hypothesis:

HI: R&D will have a positive effect on the entrepreneurial performance.

2. Financial Resources
The access to financial resources is crucial for business development and entre-
preneurial performance (Stam 2015). Financial resources are provided by technology
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development funds, public and private investment associations, and entrepreneurial
networks (Isenberg 2011; Arruda et al. 2015; Nacu and Avasilcdi 2014; Suresh and
Ramraj 2012; Khalil and Olafsen 2010). According to the British Department for
International Development (DfID) (2013), the financial indices involved in the devel-
opment of entrepreneurial ecosystem are accessibility to venture capitals, loans,
business angels, and the stock market. According to Prodan (2007), venture capital
is one of the most popular financing methods for establishing new businesses. In
addition, according to the OECD (2015), bank loans are another common source of
financing for many small and medium-sized businesses and entrepreneurs (SMEs).
The second hypothesis is as follows:

H2: Access to financial resources will have a positive effect on the entrepreneur-
ial performance.

3. Market
Market refers to a place in which entrepreneurs receive feedbacks on their innova-
tions and marketing of products and get information about many issues related to the
market. The markets include local markets and foreign markets (World Economic
Forum 2013; Isenberg 2011; Prodan 2007; Suresh and Ramraj 2012; Arruda et al.
2015). The access to local markets plays a key role in providing opportunities within
an entrepreneurial ecosystem. According to Spilling (1996a, b) and the World
Economic Forum (2013), the customers’ needs create opportunities for new business
ventures. As Spigel (2015) says, customers’ needs lead to the formation of networks
that support entrepreneurs to obtain technology and market knowledge, access to
resources such as investments, access to customers and suppliers, and thereby to
improve their own performance. This leads to our third hypothesis:

H3: Access to markets will have a positive effect on the entrepreneurial
performance.

4. Support Services
Providing support services (technical and managerial) can sustainably overcome the
barriers to entrepreneurial programs and reduce the time to enter the innovation
market (Stam 2015). The formation of entrepreneurial ecosystem can be assisted
through the following actions: accessing managerial and technical talents and skills
in every sector, facilitating access to universities talents, professional services such
as consulting, financial, and legal services, facilitating cooperation and communi-
cation between entrepreneurs and other communities (Feld 2012; Cohen 2006;
Isenberg 2011; Neck et al. 2004; Nacu and Avasilcdi 2014; Khalil and Olafsen
2010). Consulting includes a network of skilled consultants and specialists (lawyers,
accountants, experienced entrepreneurs, professors, and universities researchers)
that work together to help entrepreneurs to access the skills and knowledge they
need. We put forward the fourth hypothesis as follows:

HA4: Support services will have a positive effect on the entrepreneurial
performance.
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5. Infrastructure
Infrastructure has two dimensions, hard and soft. The hard infrastructure results in
ease of access to physical resources, communication, transportation, land and space
at a low price without discrimination. The soft infrastructure includes information
networks, databases, and innovation that lead to the development of entrepreneurial
ecosystem and performance (DfID 2013; GEM 2014; Nacu and Avasilcdi 2014;
Prodan 2007). The efficient infrastructure enables entrepreneurs to deliver their
products to the market in a timely manner and it plays an important role in the
cycle of the system. The literature leads us to the fifth hypothesis:

H5: Appropriate infrastructure will have a positive effect on the entrepreneurial
performance.

6. Culture
Culture is one of the items required for the entrepreneurial ecosystem and improving
the entrepreneurial performance (Audretsch and Belitski 2016). Culture comprises
beliefs, norms, attitudes, symbols and stories. The two main features of the cultural
characteristics of an entrepreneurial ecosystem are cultural attitudes and stories of
entrepreneurship and business ownership in a culture (Stuetzer et al. 2014; Vaillant
and Lafuente 2007). Aoyama (2009) argues that regional cultures affect the entre-
preneurial activities through the development of acceptable entrepreneurial methods
and norms. Saxenian (1994) has compared Silicon Valley and Boston and showed
how cultural attitudes to entrepreneurship and risk taking have resulted in different
entrepreneurial and economic approaches in the two studied regions. According to
Feldman et al. (2005), the eminent background of entrepreneurial success stories
makes an important part of the cultural attitudes. In general, culture consists of
several factors such as the rate of failure and risk tolerance, encouraging self-
employment and success stories, creating a positive impression of entrepreneurship,
and celebrating the innovation. When these factors or culture encourage the creation
of a new business or any self-employment, the rate of entrepreneurship and business
ownership may increase (World Economic Forum 2013; Isenberg 2011; Prahalad
2005; Cohen 2006; Arruda et al. 2015). The sixth hypothesis is as follows:

H6: Supportive culture will have a positive effect on the entrepreneurial
performance.

7. Policies

Laws and policies provide obligations to encourage entrepreneurship and decrease
barriers to entry. Political and legal factors are key parts of economic and political
context in which entrepreneurship is emerging. The context may also consider legal
barriers to business formation and develop effective tax systems or publicly funded
systems to implement entrepreneurship support programs, make local networks, or
launch development programs (Huggins and Williams 2011; Mason and Brown
2013; Spigel 2015). As Isenberg (2010) says many governments adopt some mis-
leading rules to create an entrepreneurial ecosystem. Governments alone are not able
to build an ecosystem and should involve the private sector through a deregulations
process. Therefore, governments improve the business environment and reduce
some laws or deregulation for more private sector participation. Because, the private
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sector has been motivated for developing in profit-oriented markets, therefore the
government should allow the private sector to participate and make a significant
contribution to the success of the ecosystem. In general, laws and policies include tax
rates, tax incentives, ease of starting businesses and making more transparency to
encourage entrepreneurship. Some studies also indicate that governments and
national laws must accelerate and facilitate the growth of companies and provide a
supportive environment for incorporating activities so that they improve the entre-
preneurial performance (Prodan 2007; Feld 2012; Nacu and Avasilcdi 2014;
Isenberg 2011; Suresh and Ramraj 2012). The seventh hypothesis is as follows:
H7: Policies will have a positive effect on the entrepreneurial performance.

8. Human Capital
According to some researchers such as Audretsch et al. (2012) and Qian et al.
(2013), the access to human capital is the essential precursor to have a success in
an advanced knowledge based economy and skilled manpower is the key component
of competitiveness for new business ventures. Universities play an important role in
the completion of the ecosystem cycle through training skilled manpower. Univer-
sities nurture expert manpower through the provision of proper training. Thus,
human capital is a key factor in forming and developing business and its perfor-
mance. The human capital includes managerial talent, technical talent, entrepreneur-
ial companies, outsourcing capabilities, and immigrant workforce. This factor
determines the homogeneity of human capital which can be effective in the speed
and volume of entrepreneurship growth in a country (World Economic Forum 2013;
DAID 2013; Isenberg 2011; Stam 2015; Feld 2012; Khalil and Olafsen 2010). We
develop the eighth hypothesis as follows:

HS8: Human capital will have a positive effect on the entrepreneurial
performance.

Accordingly, the conceptual model is formulated as presented in Fig. 1.

3 Methods

Several methods may be used to measure entrepreneurship. One of the favorite
methods is using the questionnaire to assess the view of entrepreneurs and experts
such as the GEM (Acs et al. 2014). Therefore, the questionnaire has been extracted
based on the ecosystem studies in this article. Thus, the study has been done by a
survey method.

The study has been conducted in two steps. The first step is to test the quality of
questionnaire through the experts’ opinions. In this step, the questionnaires have
been gathered from the experts in the field of entrepreneurship (n = 71). In order to
test the quality of measures, we run the Smart PLS software and statistics such as the
factor loading, significant t-value, composite reliability or CR, Cronbach’s alpha or
Alpha (both of them for internal reliability), average variance extracted or AVE.



Entrepreneurial Ecosystem and Performance in Iran 273

Entrepreneurial Ecosystem

R&D
Finance
k \Hl
S H3
_— .
upport H4 Entrepreneurial
Hs Performance
Infrastructure ——
He
/ H7
Culture / HSg
Policy
Human Capital

Fig. 1 Conceptual model

In the second step, we have collected the views of the entrepreneurs in order to
evaluate the hypotheses and assess the current status of the entrepreneurial eco-
system in Iran.

Therefore, the questionnaire has been used to collect data from 156 entrepreneurs.
In order to analyze the data in the second step, we have used the SPSS software and
the descriptive statistics (e.g. mean, standard deviation, coefficient of variation) and
inferential statistics (e.g. simple linear regression and multiple linear regression).

4 Data Analysis

Step (1) Identifying and Assessing the Quality of Constructs

Reliable and valid measurement show the quality of the research or constructs.
Because of having confidence in the findings of study, we must first have confidence
in the quality of measurement (Noar 2003).

In the first step, 71 experts’ questionnaires are collected. Then, we run the Smart
PLS software to measure reliability and validity coefficients of the instruments. The
calculation coefficients are CR, Alpha (both of them for internal reliability), AVE,
factor loadings, t-value, and Goodness of Fit or GoF measure. The results are
presented in Table 2.

As seen above, Alpha scores and CR scores of the instruments are acceptable.
When Alpha scores and CR scores are more than 0.7, the reliability of the tools will
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Table 2 Quality of measurement

Variables Items Alpha CR AVE
R&D 3 0.82 0.89 0.74
Finance 5 0.85 0.89 0.63
Market 3 0.78 0.87 0.7
Support 6 0.84 0.88 0.56
Infrastructure 3 0.74 0.84 0.65
Culture 3 0.78 0.87 0.69
Policy 5 0.85 0.89 0.63
Human capital 3 0.62 0.8 0.57
Entrepreneurial performance 4 0.73 0.82 0.54
Table 3 Correlation between the variables

Variables 1 2 3 4 5 6 7 8 9
1. R&D 1

2. Finance 0.82 |1

3. Market 072 10.82 |1

4. Support 0.78 [0.82 |0.76 |1

5. Infrastructure 0.64 |0.59 |0.63 |0.66 |1

6. Culture 0.66 |0.75 |0.66 |0.79 |0.53 1

7. Policy 0.8 0.84 |08 [0.79 [0.6 |0.73 1

8. Human capital 0.78 0.72 [0.69 |0.76 |0.51 |0.68 |0.76 1

9. Entrepreneurial performance |0.74 |0.71 |0.72 |0.71 |048 |0.71 |0.77 [0.74 |1

be verified. Meanwhile, when AVE scores of all constructs are higher than 0.5,
Convergent validity will be acceptable and strong.

Based on the analysis presented in Table 3, we compare the correlation coeffi-
cients between the paired variables.

Factor loadings, significant t-value (t-test), and GoF measure are the indicators for
the items of questionnaire validity which have been analyzed by Smart PLS. The
factor loadings of all items must be upper than 4.0. When the factor loading of an
item is lower than 0.4, the item must be deleted or changed and the model must be
run again. The analysis of factor loadings and significant t-value tests are presented
in Table 4. As shown, factor loadings of all items are upper than 0.4 and it is not
necessary to delete any item. Then, the t-value coefficients are calculated; T-value
must be upper than 1.96 to reach the satisfactory level of validity. As shown in
Table 4, all the items have high t coefficients (t > 1.96).

Finally, to calculate Goodness of Fit (GoF), we calculate the following formula:

GoF = \/ communality x R* = \/0/62 x 0/74 = 0/677

The Goodness of Fit (GoF) index is defined as the geometric mean of the average
communality and mean R? for all the endogenous constructs of the model and its
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dimensions to determine the overall prediction power in PLS-SEM (Akter et al.
2011). As the GoF value exceeds 0.36, the overall validation of the model will be
approved.

Step (2) Test Hypothesis and Assessment the Current Status
of the Entrepreneurial Ecosystem in Iran

In this step, the first descriptive statistics have been calculated as basic features of the
study in Table 4. The statistics comprise mean, standard deviation, and coefficient of
variation. As shown, the mean score of the entrepreneurial ecosystem constructs has
been calculated lower than 3 based on the five-point Likert scale. Only the infra-
structure has a better status than other factors and finance has the lowest mean score.
It means the financial support has not been strong for shaping an entrepreneurial
ecosystem by the participants who are entrepreneurs.

Table 5 presents the analysis of simple linear regression for testing 8 hypotheses.
As shown, all the hypotheses have been accepted, at a confidence interval of 95%
(p < 0.05). Hence, all of the entrepreneurial ecosystem factors affect the entrepre-
neurial performance. The adjusted R Square coefficients show that support has 0.44
of variation in the entrepreneurial performance. It is respectively followed by the 7th
model (finance, 0.35), the 6th model, and the 3rd model. Model 1 (with independent
variable of R&D) has the least coefficient (0.28).

In the next step, all the factors are calculated by utilizing multiple linear regres-
sions. We have chosen the method of stepwise. The analysis is presented in Table 6.

“In the stepwise method at each step, the independent variable will not be in the
equation that has the smallest probability of F if that probability is sufficiently small.
Variables in the regression equation are removed if their probability of F becomes
sufficiently large. The method terminates when no more variables are eligible for
inclusion or removal” (SPSS 23 2015). It means that the variables are respectively
entered into the model based on their significance. So, after entering the eight
independent variables of the entrepreneurial ecosystem, four models will be calcu-
lated. Support (with an Adjusted R Square value of 0.44) is entered into the first
model. Finance is entered into the second model and together with support will have
0.52 of variance in the entrepreneurial performance (E.P.). Infrastructure is entered
into the third model and the R Square or R? of the model increases by 0.04. Policy is

Table 5 Mean, standard deviation, and coefficient of variation

Variable Mean Standard deviation Coefficient of variation
R&D 2.67 0.74 0.28
Finance 2.48 0.78 0.31
Market 2.49 0.89 0.36
Support 2.76 0.71 0.26
Infrastructure 3.00 0.89 0.30
Culture 2.71 0.87 0.32
Policy 2.56 0.78 0.30
Human capital 2.97 0.76 0.26
Entrepreneurial performance 2.70 0.73 0.27
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Table 6 Simple linear regression

Model summary Anova Coefficients
Adj. R
Model | Hypothesis R R* |? F Sig. |Beta |t Sig.
1 (H1) R&D —E.P. 0.54 [0.29 |0.28 62.57 |0.000 [0.53 |7.91 |0.000
2 (H2) Finance—E.P. 0.62 |0.39 |0.38 97.21 |0.000 [0.62 |9.86 |0.000
3 (H3) Market—E.P. 0.59 |0.35 |0.35 83.33 |0.000 |0.59 |9.13 |0.000
5 (H4) Support—E.P. 0.66 |0.44 |0.44 121 0.000 | 0.66 |11 0.000
4 (H5) Infrastructure 055 |03 |03 66.12 | 0.000 |0.55 |8.13 |0.000
6 (H6) Culture—E.P. 0.6 |0.35 |0.35 84.39 |0.000 |0.59 |9.19 |0.000
7 (H7) Policy—E.P. 0.59 |0.35 |0.35 83.45 |0.000 |0.59 |9.14 |0.000
8 (H8) Human capital—E. [0.55 [0.3 |0.3 66.46 | 0.000 |0.55 |8.15 |0.000
P.

Table 7 Multiple linear regressions by Stepwise method

Model summary Anova Coefficients
Model |Independent variable | R R*> |Adj.R* |F Sig. |Beta |T Sig.
1 Support 0.66 |0.44 |0.44 121.04 |0.000 |0.66 |11.00 |0.000
2 Support 0.72 |10.52 |0.52 83.42 |0.000 | 045 | 6.56 |0.000
Finance 0.35 | 5.11 |0.000
3 Support 0.75 |0.56 |0.55 63.28 |0.000 |0.33 | 4.37 |0.000
Finance 0.34 | 5.06 |0.000
Infrastructure 0.23 | 3.40 |0.001
4 Support 0.76 |0.58 |0.57 51.62 |0.000 [0.27 | 3.55 |0.001
Finance 0.23 3.04 |0.003
Infrastructure 0.23 3.59 |0.000
Policy 0.21 | 2.82 |0.005

entered into the last model and the Adjusted R reaches 0.57. Totally, these four
variables will have 57% of variance in the entrepreneurial performance. In addition,
the other four variables (R&D, Market, Culture, and Human Capital) will be
completely excluded from the model. The removal of these variables indicates that
the mutual interactions between the independent variables will result in the neutral-
ization of the effects of the four listed variables. This result will be discussed in
Table 7.

5 Discussion

Based on the literature, countries or regions show a different entrepreneurial perfor-
mance at a macro level that is affected by that different entrepreneurial ecosystem. In
order to sustain the entrepreneurial activities or grow the business, policy makers
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must identify the causes and effects of an entrepreneurial ecosystem. So, this study
has been formulated for assessing the entrepreneurial ecosystem of Iran.

In the present study, first we have identified the factors shaping an efficient entre-
preneurial ecosystem. The first part of the study has been formulated to construct
reliability and validity based on the experts opinions for testing the quality of
measures. The analysis demonstrates the valid measures of the constructs based on
reliability and validity.

In the second part of the research, the current status has been assessed and the
hypotheses have been tested. In this step, we have used the opinions of entre-
preneurs. The results obtained in this step show that the entrepreneurial ecosystem
factors in Iran are not efficient due to the low mean. It should be noted that the results
are consistent with the findings of the annual report by the Global Entrepreneurship
Index or GEI (GEM 2016), in which it has been stated that the rank score of the
entrepreneurial ecosystem in Iran is not high in the world (80th between132 Coun-
tries). Meanwhile, comparing the Middle East with North Africa or MENA based on
the GEI report (GEM 2016) shows that the ecosystem of entrepreneurship in Iran has
lower score than others. Iran has been ranked only ahead of Egypt in MENA. Also,
the United Arab Emirates (19th), Qatar (24th) and Bahrain (29th) have been ranked
upper than other countries in MENA.

The following results have been observed based on the simple linear regressions
for testing 8 hypotheses. Findings show that the R&D activities are affecting the
entrepreneurial performance positively (H1). R&D facilitates knowledge and tech-
nology, generates innovative ideas and provides opportunities for new entrepreneur-
ial activities. They can improve the performance of the entrepreneurial companies
(Arruda et al. 2015; Oksanen and Hautamizki 2015; Zahra and Nambisan 2011).
Analysis shows that financial resources can also influence the entrepreneurial per-
formance positively (H2) (Isenberg 2011; Spigel 2015). The access to financial
resources is critical for investment in uncertain entrepreneurial projects with long-
term horizons (Stam 2015). Financing can be done through private institutions such
as venture capital funds, banks and personal savings (Isenberg 2011). The markets
consist of networks, customers and distributors. Statistical findings show that mar-
kets have a positive impact on the entrepreneurial performance (H3). The available
local and international markets enable entrepreneurs to start or develop their busi-
nesses (Spigel 2015; Isenberg 2011; Autio and Thomas 2014; Nambisan and Baron
2013). Managerial and technical supports which are provided by the private sector
and trade associations cause the development of businesses to affect the entre-
preneurial performance positively based on the entrepreneurs opinions
(H4) (Isenberg 2011; Spigel 2015). Infrastructures support entrepreneurs to send
and receive their products or raw materials to or from the market in a timely manner;
consequently, the analysis shows that the hard and soft infrastructures can reinforce
firms and industries to improve their performance (HS) (Prodan 2007; Nacu and
Avasilcdi 2014). Culture also affects the entrepreneurial performance positively
(H6). The cultural programs are recognized as promotion activities such as intro-
duction of role models and entrepreneurship events which result in business entry
(Arruda et al. 2015; Feldman et al. 2005). The political and legal factors are the key
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parts of the economic and political context in which entrepreneurship occurs (Spigel
2015). Regulatory environment affects the positive and negative business entry,
development or exit in the entrepreneurial ecosystem (H7). The results show that
policies have a positive effect on the performance of entrepreneurial businesses (Feld
2012; Spigel 2015; Arruda et al. 2015; Isenberg 2011). Finally, human capital, as an
important factor will affect the entrepreneurial ecosystem and has a positive effect on
it (H8). This construct includes staffing, the activities of education and etc. It
includes professionals and skilled human resources who are employed to produce
goods and provide services in the entrepreneurial firms (Spigel 2015; Isenberg 2011;
Arruda et al. 2015).

Totally, the factors of the entrepreneurial ecosystem individually or one by one
have a positive impact on the entrepreneurial performance. Thus, the eight hypo-
theses are accepted (sig < 0.05). However, when we analyze the multiple linear
regression by the stepwise method in order to identify more important independent
variables, we will observe some independent variables removed from regression
equation.

The calculations prove that support, finance, infrastructure and policies in
sequence have entered and explained the entrepreneurial performance. Other factors
(R&D, Market, culture and human capital) have been excluded due to the lower
importance in equations. The results imply some interactions between the factors of
entrepreneurship ecosystem. This finding is consistent with the report by the Min-
istry of Labor in Iran based on the GEI Report (GEM 2016) about our country.

According to the report, the factors in the ecosystem influence each other;
therefore, the weakness in the ecosystem factors of Iran may undermine the strong
ones. Meanwhile, the elements of an ecosystem complete each other and the
weakness of a factor may have some adverse effects on other factors. In summary,
some Iranian ecosystem factors neutralize the effects of the other strong factors and
consequently make barriers to the entrepreneurial performance.

Therefore, the entrepreneurship programs must be integrated as different factors
for making a better performance. The programs should be supported by the govern-
ment, private sectors, and other actors. In addition, it is necessary to adopt a
comprehensive, holistic, and sustainable approach for developing the entrepreneurial
ecosystem. Consequently, in addition to a variety of factors discussed in this study,
other factors such as institutions, business environment, and competitiveness must
be simultaneously improved.

5.1 Theoretical and Managerial Implications

Policy makers should consider a long term approach in the field of the entrepreneur-
ship development. Because the entrepreneurship development is not simply shaped
by the formulation of short-term programs without a systemic view and lack of
balanced development of the financial system, the market, human capital, cultural
promotion and all kinds of support. Also, the participation of the private sector and
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other actors is required. Hence, the attention to the factors of entrepreneurial
ecosystems in creating the appropriate environment should be considered as an
important condition in the cooperation of the public and private sectors.

5.2 Limitation and Direction for Future Research

Despite the efforts, problems such as changes in policies, action plans, and ineffi-
ciency of economic environment have led to a lack of growth of the entrepreneurship
in Iran. Some of the factors introduced in Iranian entrepreneurial ecosystem are
facing major challenges which sometimes cause a contradictory performance. For
example, governmental financial supports to businesses in order to shape a produc-
tive entrepreneurship have sometimes led to an unproductive entrepreneurship in
Iran. So, assessing the inefficiencies in the entrepreneurial performance may develop
a better understanding of the effect of contradictory policies.

Another limitation of the research relate to the use of questionnaire. The ques-
tionnaire is based on the respondent’s attitudes. Therefore, we suggest that future
researchers use factual and authorized data. The other limitation relates to the lack of
comparison of the ecosystems between regions or countries, so a comparison
between countries and regions based on the official and comparable data is
recommended. Considering that Iran is located in the Middle East, it is better to
compare Iran’s data with other countries in the Middle East, North Africa or MENA
region. The type of industry is also one of the factors affecting the business
ecosystem, So, We think that the different dimensions of the entrepreneurship
ecosystem in various industries will be investigated. Finally, since the formation
of entrepreneurship ecosystems is influenced by various factors, we suggest studying
moderating variables such as business environment and institutional environment in
the formation of entrepreneurship ecosystems.
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