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ABSTRACT:  
Among the several theoretical streams that cover local development through entrepreneurial action, 
the Entrepreneurial Ecosystem (EE) approach has gained prominence for conceiving an articulated 
system of various actors that influence the environment for the generation of high-impact ventures 
(Brown & Mason, 2017; Mack & Mayer, 2016). The EEs approach seeks to analyse, from the 
interaction between various actors, the development of enterprises at local, regional or national levels, 
taking the entrepreneur as the key actor in the process (Brown & Mason, 2017; Spigel & Harrison, 
2018). EE are dynamic systems influenced by spatial diversity and socio-economic interactions. This 
article proposes a theoretical framework to analyse the multidimensional dynamics of entrepreneurial 
ecosystems in the context of sustainable development. Spatial diversity as a factor shaping the 
structure, efficiency, and adaptability of entrepreneurial ecosystems means that geographic, social, 
economic, cultural, and institutional diversity plays a key role in shaping the functioning of these 
ecosystems. 
The study considers the interdependence between spatial configurations and the systemic components 
of entrepreneurial ecosystems. By conceptualising interactions, the research advances theoretical 
insights into the spatial and dynamic nature of entrepreneurial ecosystems, addressing gaps in the 
existing literature and proposing a novel approach to understanding their complexity. 
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1. Introduction 
 

The current state of the EE concept (Acs et al. 2017; Spigel & Harrison 2018; 
Malecki 2018;  Stam & Spigel 2016; Mason & Brown 2014) confirms the growing interest 
in this topic and indicates the interest of the researchers (Rong et al., 2015;  Erina et al., 
2017; Stam 2015). This concept has not yet fully exploited the knowledge of network 
theory, which remains a challenge for institutions (Alvedalen & Boschma, 2017) and their 
sustainable aspects (Grigore & Dragan, 2020). Moreover, an adequate explanation should 
distinguish between an EE’s necessary and contingent conditions and clearly define the 
role of the government and other institutions (Stam & van de Ven, 2019). The researchers 
have also discussed the level of EE that should be investigated. The conditions of EE for 
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economic development, spatial aspects, and key components are continuously analysed 
and debated  (Asmit et al., 2024; Hoffecker et al., 2023; Pasha, 2019; Schäfer et al., 2024). 

Previous research indicates that entrepreneurial ecosystems (EEs) play a crucial 
role in creating jobs, energising local economies, and boosting the flexibility of regional 
economies through enhanced production diversification. This diversification builds 
resistance against economic recessions and structural changes and promotes continuous 
long-term productivity gains, thereby driving overall GDP growth (Hoffecker et al., 2023; 
Isenberg, 2010; Spigel et al., 2020).  

As an approach to economic development, reinforcing EE offers a resource-
efficient, grassroots alternative to conventional top-down models like cluster development 
or innovation districts (Hoffecker et al., 2023). This quality makes ecosystem-oriented 
policies attractive to policymakers and strategists seeking more flexible and inclusive 
growth methods (Spigel et al., 2020). Moreover, as these ecosystems mature, they tend to 
produce public goods - such as shared infrastructure, common resources that bolster 
business expansion, and a local culture that actively nurtures innovation and 
entrepreneurship - further enhancing their sustainability and appeal. In addition, a well-
structured EE helps create a more supportive institutional and policy framework for 
innovation-driven entrepreneurship by lowering entry barriers and establishing a 
conducive regulatory environment. Collectively, these factors increase the attractiveness 
of these areas not only to existing entrepreneurs and innovators but also to potential new 
entrants from other regions, thereby reinforcing the ecosystem’s self-sustaining growth 
dynamics (Feld, 2012; Hoffecker, 2014; Mack & Mayer, 2016). 

To address the research gap regarding EEs from the sustainability perspective, it 
should be noted that previous studies have rarely examined the specific interplay between 
spatial diversity and sustainable development. This research fills that gap by investigating 
how spatial and institutional mechanisms uniquely contribute to sustainable outcomes 
within EEs. From an economic standpoint, this topic is essential and timely for several 
reasons: 

• Driving Local and Regional Growth   
EEs have been shown to stimulate job creation, foster innovation, and enhance overall 
economic dynamism (Acs et al., 2017). By examining the role of spatial diversity within 
these ecosystems, the research provides insights into how localised socio-economic and 
institutional conditions shape entrepreneurial outcomes, thus offering a more nuanced 
understanding of economic growth at the regional and local levels. 

• Addressing Heterogeneity and Policy Tailoring 
Traditional economic models often assume a level of homogeneity that overlooks the 
unique characteristics of different geographic regions. The integration of spatial diversity 
highlights how cultural, institutional, and geographical factors critically influence 
entrepreneurial activity (Zahra, 2007; Zahra et al., 2014; Dodd & Anderson, 2007). This 
insight is crucial for designing targeted, context-specific economic policies that cater to the 
diverse needs of various regions (Adner, 2017). 

• Integrating Sustainability into Economic Development 
With increasing concerns about environmental degradation and social inequality, 
sustainable development has become a core objective for modern economies. By linking 
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EEs with sustainable development goals, the research addresses the dual challenge of 
achieving economic growth while ensuring environmental protection and social well-being 
(Haskel et al. 2007; Hill & Mudambi 2010). This approach aligns with the growing 
emphasis on green innovation and corporate social responsibility, making the study 
particularly relevant for current economic policy debates (Volkmann et al., 2021). 

• Enhancing Resilience in the Face of Economic Shocks 
Recent global events, such as economic recessions and the COVID-19 pandemic, have 
underscored the importance of economic resilience. Local EEs, enriched by spatial 
diversity, offer a bottom-up mechanism for building resilient economies. They enable 
localised responses to external shocks by fostering strong, interconnected networks that 
adapt to changing conditions, thereby reducing dependency on centralised, top-down 
interventions. 

• Advancing Theoretical and Empirical Understanding 
The topic bridges multiple streams of economic thought - including innovation systems, 
regional development, and sustainability economics - thereby contributing to a more 
comprehensive theoretical framework. This integrated approach enhances our theoretical 
understanding of economic dynamics and has practical implications for policymakers and 
economic strategists aiming to foster inclusive, sustainable growth. 

This article aims to develop a theoretical framework for the spatial dynamics of 
EEs and their role in sustainable development. The above raises the question: What spatial 
and institutional mechanisms influence EE outcomes in the context of sustainability? The 
spatial dynamism of EE is shaped by and inherently rooted in the local context. This article 
is structured as follows: the first section provides a theoretical foundation by exploring the 
spatial and institutional dimensions of EEs and their role in sustainable development. The 
next part presents the conceptual framework, detailing the key mechanisms linking local 
EEs. Finally, the study discusses the implications of these findings, highlighting how local 
EE dynamics contribute to the sustainable context of outcomes. In summary, studying the 
interplay between spatial diversity and the dynamics of EEs within the sustainable 
development context provides critical insights into the mechanisms driving economic 
growth, regional resilience, and sustainable progress. This makes the topic highly relevant 
for addressing contemporary economic challenges and guiding effective, locally adapted 
policy interventions. 
 
2. Theoretical Background 
 
2.1 Entrepreneurial Ecosystem - Key Aspects    

The authors identified connections between the EE concept and established 
theories (Spigel & Harrison, 2018) like bottom-up development theories and approaches, 
industrial cluster concept (Bagnasco 1977; Becattini 1992; Pressman 1991), regional 
innovation systems, national innovation system and the triple helix  (Freeman 1995;  
Lundvall 1988;  Nelson 1993; Etzkowitz & Leydesdorff 1995). The researchers have 
shown that different regional dimensions influence the promotion of entrepreneurship 
(García-Rodríguez et al., 2017).  

An examination of the evolution of EE models reveals that they were initially 
perceived as unchanging structures. However, there has been a noticeable shift toward 
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more dynamic perspectives, particularly in analysing the interplay of causes and effects 
among their various elements and the degree to which these elements integrate (Spigel & 
Harrison, 2018). Conceptualising EE as an evolving economic system highlights the 
interconnected relationships among its diverse stakeholders (Erina et al., 2017). The 
components of EE are regarded both as key coordinators of the system and as distinct yet 
mutually dependent dimensions that collectively shape its functionality (Godley et al., 
2021). 

EEs comprise multiple interconnected elements that collectively shape their 
structure, efficiency, and long-term sustainability. These elements, as identified by key 
scholars, include, next to the enterprises, human capital, networks, policy frameworks, 
financial resources, culture, infrastructure, leadership, and institutional support. Each 
component fosters an environment where entrepreneurship can thrive and contribute to 
regional economic development. 

One of the fundamental pillars of EEs is human capital, which encompasses the 
skills, knowledge, and experience of entrepreneurs and the workforce. High levels of 
human capital enhance innovation capacity, improve business decision-making, and 
increase the likelihood of entrepreneurial success (Isenberg, 2011). A well-educated and 
highly skilled workforce is essential for both opportunity-driven entrepreneurship and the 
adaptability of businesses in response to market shifts. Furthermore, educational 
institutions and training programs play a crucial role in nurturing entrepreneurial talent, 
ensuring that new ventures have access to competent professionals capable of driving 
business growth. 

Another critical component is networks, which refer to the relationships and 
connections among entrepreneurs, investors, mentors, and supporting institutions. 
Networks facilitate knowledge sharing, collaboration, and access to essential resources 
such as funding and business expertise (Feld, 2012). Strong entrepreneurial networks 
foster an ecosystem of trust and cooperation (Miszczak, 2022), enabling faster problem-
solving and sharing of best practices. Moreover, networking events and incubator 
programs strengthen these ties, ensuring emerging entrepreneurs can integrate into a 
broader business community that provides support and opportunities. 

The policy and regulatory environment are other essential elements, as 
government policies significantly influence the ease of doing business, market access, and 
the level of support available to entrepreneurs. A favourable policy environment includes 
streamlined business registration processes, tax incentives, intellectual property protection, 
and legal frameworks that reduce bureaucratic barriers to entrepreneurship (Stam & van 
de Ven, 2019; Miszczak et al., 2024). Policies that promote innovation and provide 
financial incentives for startups can stimulate entrepreneurial activity and attract 
investment, while excessive regulation and administrative inefficiencies can stifle business 
development (Mempel-Śnieżyk et al., 2022). 

Financial capital is indispensable for EEs, as access to funding determines the 
scalability and sustainability of startups. Entrepreneurs require various financing options, 
including venture capital, angel investors, bank loans, and government grants, to launch 
and grow their businesses (Nicotra et al., 2017). A well-functioning financial ecosystem 
ensures that startups at different stages of growth - whether in early ideation, product 
development, or expansion - can access appropriate funding mechanisms. Additionally, 
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financial capital plays a critical role in risk mitigation, allowing businesses to invest in 
innovation, talent acquisition, and market expansion. 

Culture is a foundational element that influences a region’s entrepreneurial 
mindset. A strong entrepreneurial culture encourages risk-taking, innovation, and 
resilience in the face of failure (Brown & Mason, 2017). In ecosystems where 
entrepreneurship is culturally valued, individuals are more likely to engage in business 
ventures, experiment with new ideas, and pursue opportunities despite uncertainties. Social 
attitudes toward entrepreneurship, including the perception of success and failure, 
significantly impact the willingness of individuals to start their businesses. In regions where 
failure is stigmatised, potential entrepreneurs may be discouraged from taking risks, 
whereas a culture that views failure as a learning experience fosters more significant 
entrepreneurial activity. 

Infrastructure - including physical spaces, technological resources, and 
transportation systems - is another key factor in EE success. High-quality infrastructure, 
such as co-working spaces, research laboratories, and high-speed internet, facilitates 
business operations and innovation (Stam & van de Ven, 2019). Moreover, efficient 
transportation networks enable businesses to access suppliers, customers, and global 
markets easily. Digital infrastructure, particularly in the growing digital economy, is 
becoming increasingly important in supporting startups in e-commerce, fintech, and 
remote work solutions. 

Leadership within EEs serves as a guiding force that shapes vision, fosters 
collaboration, and drives ecosystem-wide initiatives. Strong leadership, whether from 
successful entrepreneurs, government officials, or industry experts, provides inspiration, 
mentorship, and policy advocacy (Feld, 2012). Leadership also plays a crucial role in 
maintaining ecosystem stability and continuity, ensuring that resources, policies, and 
strategic initiatives align with long-term development goals. Ecosystems with proactive 
leadership often exhibit higher coordination, innovation, and resilience against economic 
disruptions. 

Finally, institutional support, including intermediary organisations such as 
business incubators, accelerators, and research institutions, is a backbone for EEs. These 
institutions provide crucial services such as business development support, legal assistance, 
and access to mentorship networks (Nicotra et al., 2017). Universities and research centres 
also contribute to knowledge generation and technology transfer, ensuring startups benefit 
from cutting-edge research and innovation. The presence of strong institutional support 
structures enhances the overall efficiency of EEs by bridging gaps between entrepreneurs, 
policymakers, and investors. 

In conclusion, each element—human capital, networks, policy frameworks, 
financial resources, culture, infrastructure, leadership, and institutional support—plays a 
distinct yet interdependent role in shaping EE. Notably, institutional interactions can both 
enable and constrain entrepreneurship. Local policymakers often convene stakeholders, 
set priorities, and streamline formal requirements to lower entry barriers (Spigel, 2017), 
but policy frameworks also impose limitations: overly rigid laws or misaligned mandates 
can stifle innovation. For example, entrepreneurs in rural Appalachia reported that state 
and federal regulations - more than local support - were their primary obstacles to starting 
and scaling ventures, whereas in a Midwestern city, inconsistent zoning and permitting 
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across city and county jurisdictions significantly impeded new business activity. Such 
fragmentation and institutional capacity gaps often require universities, incubators, or 
municipal agencies to assume coordination roles, highlighting the critical importance of 
policy design and inter-agency alignment. Scholars therefore caution against one-size-fits-
all, top-down regulations, advocating instead for flexible, place-sensitive frameworks and 
stronger inter-jurisdictional cooperation to foster inclusive and sustainable ecosystems 
(Audretsch & Belitski, 2021; Bjørnskov & Foss, 2016). It is worth emphasizing that the 
integration and effective functioning of these components create an environment 
conducive to business creation, innovation, and sustainable economic growth. By 
understanding the significance of each element, policymakers and stakeholders can design 
targeted interventions to strengthen EEs and enhance their contributions to regional and 
national economies (Figure 1). 

 

 
Figure 1: The Structure and Dynamics of Entrepreneurial Ecosystems: From Resource Endowments to Economic 
Growth 
Source: (Leendertse et al., 2021) 

 
The figure effectively highlights the self-reinforcing nature of EEs. Substantial 

resource endowments and institutional frameworks lead to high entrepreneurship levels, 
fueling economic growth. Economic growth generates further investment in 
infrastructure, talent, and knowledge, creating a positive feedback loop that perpetuates 
ecosystem vitality and resilience. This model underscores the importance of strategic 
interventions by policymakers, investors, and business leaders to ensure that the 
foundational elements of the ecosystem remain robust, inclusive, and adaptive to changing 
market conditions. By doing so, regions can cultivate an enduring entrepreneurial culture 
that sustains innovation and economic prosperity in the long run. 

In EEs, entrepreneurs and related actors are locally interconnected through both 
formal and informal networks, influencing one another’s outcomes (Reidolf et al., 2019) 
with a more facilitative role of the public sector (Spigel & Harrison, 2018). EEs encompass 
a network of enterprises, organizations, institutions, and processes that, through formal 
and informal interactions, come together to facilitate, coordinate, and regulate 
entrepreneurial performance within a local context (Mason & Brown, 2014). Reidolf et al. 
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(2019) present a similar point of view and define EEs as a set of interconnected 
entrepreneurial actors and organisations giving them financial and advisory support. EEs 
operate at regional or, in rare cases, national levels (Mason & Brown, 2014; Stam 2015). 
Various geographical levels are researched, and the authors believe that it depends on 
individual countries or broader territorial divisions (e.g. the last studies of the Balkan 
countries (Andonova et al., 2019), of the Netherlands (Stam & van de Ven, 2019) and 
Ethiopia (Biru et al., 2020), of the Reading region near London (Godley et al., 2021), of 
Estonia (Reidolf et al., 2019). The EE at the local level (e.g., at the city level) is also 
investigated (Chowdhury et al., 2019; Stam 2018). This multi-scalar perspective 
underscores the adaptability of EEs, demonstrating how their structure and function vary 
depending on regional and institutional contexts. A deeper understanding of these spatial 
diversities is crucial for designing policies that effectively support entrepreneurship and 
foster sustainable economic growth. 
 
2.2 Entrepreneurial Ecosystems and Sustainability Toward an Integrated 
Approach 

This study explores how the concept of EEs can be applied to creating a 
“sustainable valley,” where a community transforms into a hub for entrepreneurial 
innovation. In particular, it examines the role of formal and informal networks, physical 
infrastructure, and cultural factors in fostering a sustainable EE (SEE) (Cohen, 2006). 

While the theory of EE is now a prominent topic and an essential stream in 
entrepreneurship research, the question of how ecosystems can specifically 
promote sustainable entrepreneurship and contribute to the Sustainable Development 
Goals (SDGs) set by the United Nations is a neglected issue. With the papers in this special 
issue, we address this research gap, which sparks more research at the nexus of 
contextualisation of entrepreneurship and sustainability. This research has, since the 1990s, 
developed in three waves; the explicit linkage to SDGs and the investigation of impacts of 
entrepreneurship and EEs in achieving societal and environmental goals might be 
considered as the “fourth wave.” First, relevant research streams and concepts for 
investigating SEE are introduced. Next, the rationale for regarding this special issue and 
its articles as constituting a fourth wave in entrepreneurial research (“sustainability”) is 
outlined. This is followed by an overview of the papers included in the special issue, 
concluding with a brief discussion of future research needs (Volkmann et al., 2021). 

Perspective on the formation of sustainable entrepreneurial ecosystems was 
provided by DiVito and Ingen-Housz (2021), who conducted a single case study of a 
sustainability innovation initiative in the denim industry in Amsterdam. Their findings 
highlight four key enablers of sustainable ecosystem development: individual sustainability 
orientation, resource recognition and mobilisation, innovative collaboration, and the 
presence of markets for sustainable products. While their research is grounded in a specific 
industry context, the mechanisms they identify resonate with broader ecosystem-level 
processes such as stakeholder alignment, knowledge exchange, and value co-creation. 
These insights support the argument that sustainable EE by the capacity of actors to 
collectively engage in sustainability-oriented innovation. In this research we pay attention 
on shaping EE by institutional and spatial structures in local context. 
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Considering the issues mentioned above, we conceptualise the local EE (LEE) 
as a driver of sustainability, operating at the intersection of two complementary 
dimensions: local sustainable development and corporate sustainability through 
Corporate Social Responsibility (CSR). LEEs play a critical role in fostering socio-
economic and environmental balance within communities. By promoting green economies 
and supporting local resource regeneration initiatives, these ecosystems contribute to 
sustainable local development. For instance, research indicates that the spatial features of 
EE are closely linked to socio-economic development, as they facilitate interactions among 
various stakeholders, including firms, institutions, and policymakers. Moreover, the 
strategic involvement of local communities in EE has been identified as a significant factor 
in sustainable development, as it encourages investment in socially responsible initiatives 
that benefit the broader community (Grujić, 2019).   LEEs also facilitate the adoption of 
CSR principles and sustainable business strategies among enterprises. These ecosystems 
promote ethical business practices by enhancing access to eco-innovations and fostering 
collaboration among SMEs in environmental, social, and governance (ESG) initiatives. 
Studies have shown that integrating sustainability into business models enables companies 
to future-proof their operations and mitigate potential risks associated with environmental 
and social challenges. Furthermore, entrepreneurship education within these ecosystems 
can raise awareness about social and ecological responsibilities, strengthening the 
commitment to CSR among emerging entrepreneurs (Pizzi et al., 2022).  

It is worth highlighting that recent advancements in the study of EEs have 
increasingly focused on integrating sustainability principles (Hart, 2024; Tonelli & Cristoni, 
2018), leading to the emergence of SEEs. SEEs are defined as networks of interconnected 
stakeholders - including entrepreneurs, institutions, and support organisations - that 
collectively foster entrepreneurial activities aligned with SDGs (Cohen & Winn, 2007). 
This integration emphasises economic growth, environmental stewardship, and social well-
being (Iansiti & Levien, 2004). SEEs consist of the following components: 

• Cultural and social attributes - a robust SEE thrives on a culture that values 
sustainability and innovation (Welter, 2011). Communities with a history of successful 
sustainable ventures often exhibit a supportive environment for new entrepreneurs aiming 
to address environmental and social challenges (Budde, 2008; Camilieri, 2017). Social 
networks within these ecosystems facilitate the exchange of knowledge and resources, 
further strengthening the community’s commitment to sustainability (Theodoraki et al., 
2017). 

• Material and institutional support -the presence of supportive institutions, such as 
universities and research centres, provides the necessary knowledge base and infrastructure 
for sustainable innovation. Government policies that encourage sustainable practices and 
provide incentives for green technologies play a crucial role in shaping the ecosystem 
(Wirtz & Volkmann, 2015; Ács et al., 2014). Access to finance, particularly from investors 
interested in sustainable ventures, is also essential for the growth of SEEs. 

• Quadruple and quintuple helix models - building upon the traditional triple helix 
model of innovation - which involves interactions among university, industry, and 
government - the quadruple helix model incorporates civil society and media, emphasising 
the role of public engagement in innovation processes (Sunny & Shu, 2019). The quintuple 
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helix model further adds the natural environment as a key component, highlighting the 
importance of ecological considerations in knowledge production and innovation. These 
models underscore the complexity and interdependence of factors driving sustainable 
entrepreneurship (Pugh et al., 2021).  

Despite the growing interest in SEEs, challenges remain in measuring their 
effectiveness and impact (Bruns et al., 2017). Standard metrics for entrepreneurial success 
may not fully capture the social and environmental benefits of sustainable ventures. Future 
research should focus on developing comprehensive evaluation frameworks that consider 
the triple bottom line - economic, social, and environmental outcomes. Additionally, there 
is a need to explore the role of cultural and regional contexts in shaping SEEs, as local 
values and norms significantly influence the adopting of sustainable practices. 

In conclusion, the evolution of EEs towards sustainability reflects a broader shift 
in societal values and priorities. By fostering environments supporting sustainable 
innovation, SEEs contribute to economic development, well-being, and the planet’s 
preservation. Continued research and policy support are essential to nurture these 
ecosystems and realise their full potential in achieving SDGs. 
 
3. Conceptual Framework Proposition for Local-Scale Entrepreneurial Ecosystems 
 
3.1 Rethinking Local Entrepreneurial Ecosystems in the Context of Spatial 
Diversity 

Existing models of EEs have predominantly been developed from a macro-level 
perspective, often treating these systems as static and homogeneous entities. As a result, 
they tend to overlook the nuanced local dynamics that arise in different communities. 
Recent studies emphasise that many traditional EE models neglect the granular, localised 
factor – such as specific market conditions, community-level social networks, and 
institutional idiosyncrasies  - that significantly shape entrepreneurial activity at the city or 
neighbourhood scale (Stam, 2018; Reidolf et al., 2019). This oversight limits the 
explanatory power of such models in understanding the micro-foundations of 
entrepreneurial behaviour and innovation, thus calling for an approach that captures local 
specificity. 

LEEs are inherently territorially embedded, meaning they are profoundly 
influenced by their immediate environment’s socio-economic and institutional 
characteristics. The availability of local resources, the quality of municipal governance, and 
the prevailing cultural attitudes toward entrepreneurship all play a decisive role in shaping 
these ecosystems (Chowdhury et al., 2019). Scholars have noted that LEEs are not merely 
scaled-down versions of regional ecosystems; instead, they represent unique 
configurations where localised interactions and context-specific institutional frameworks 
determine the success and sustainability of entrepreneurial ventures (Andonova et al., 
2019). This localised perspective is critical, as it allows for the identification of specific 
levers - such as community support mechanisms and targeted local policies - that can 
enhance the resilience and adaptability of EEs. Additionally, the success and sustainability 
of LEEs are increasingly dependent on the effective utilisation and dissemination of 
knowledge. Unlike traditional resource-driven economic models, knowledge-intensive 
activities foster innovation, drive economic diversification, and enhance the adaptability 
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of businesses in a rapidly changing global landscape (Mason & Brown, 2014). Knowledge, 
understood as codified expertise (e.g., scientific research, patents, and technical know-
how) and tacit understanding (e.g., entrepreneurial experience and market insights), plays 
a pivotal role in shaping the dynamics of EEs. 

The importance of knowledge within LEEs extends beyond individual firms – it 
is embedded in networks of universities, research institutions, industry associations, and 
business incubators that collectively create an environment conducive to innovation 
(Malecki, 2018). The degree to which an ecosystem can harness and apply knowledge 
directly influences its ability to generate high-growth ventures, attract investment, and 
maintain a competitive advantage in the global economy. Knowledge-intensive activities 
serve as the primary driver for innovation, competitive advantage, and sustainable 
economic growth in LEEs. The creation, dissemination, and application of knowledge 
enable entrepreneurs to transform innovative ideas into viable commercial ventures, 
reducing information asymmetries and increasing the efficiency of market interactions 
(Mason & Brown, 2014; Malecki, 2018). Academic institutions, research centres, and 
technology incubators play a pivotal role in this process by facilitating technology transfer 
and fostering continuous learning environments, accelerating the commercialisation of 
new technologies and scientific breakthroughs (Etzkowitz & Leydesdorff, 1995). 

Moreover, knowledge spillovers within LEEs contribute to developing 
competitive clusters, where specialised expertise and advanced skills are concentrated in 
specific geographical areas. According to Porter (1998), such clusters enhance innovation 
by enabling more efficient resource allocation and promoting shared learning experiences 
among firms. Recent studies emphasise that localised knowledge exchange not only 
nurtures an entrepreneurial culture that is highly adaptive to market fluctuations but also 
reinforces the resilience and dynamism of these ecosystems (Stam & van de Ven, 2019). 
The advent of advanced digital technologies and communication platforms has 
significantly amplified these knowledge-sharing processes, ensuring that critical 
information is disseminated rapidly and effectively across the ecosystem. 

Furthermore, LEEs that invest in knowledge-intensive activities benefit from 
stronger collaboration among various stakeholders, including public institutions, private 
enterprises, and non-governmental organisations. This interaction strengthens local and 
regional innovation systems, fostering a culture of continuous experimentation and 
entrepreneurship. Empirical evidence suggests that ecosystems with robust knowledge 
infrastructures - such as science parks, R&D hubs, and university spin-offs—demonstrate 
higher rates of new venture creation and innovation-led economic expansion (Fuentelsaz 
et al., 2018). 

In essence, the synergistic relationship between knowledge creation and its 
application is indispensable for the health and vitality of LEE. By embedding robust 
knowledge-intensive practices, LEEs are better positioned to drive economic 
development, attract high-calibre talent and investment, and foster innovation that 
underpins sustainable regional growth. This central role of knowledge catalyses the 
transformation of local economies. It positions them as key players in the broader 
competitive landscape, highlighting the imperative for policymakers and stakeholders to 
prioritise investments in knowledge infrastructure and collaborative networks (Fuentelsaz 
et al., 2018). 
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The role of spatial diversity in shaping LEE is another essential dimension that 
has garnered increasing scholarly attention. Spatial diversity refers to the varied 
geographical, cultural, and political contexts influencing entrepreneurial activities unfold. 
For instance, regions with diverse geographic features, rich cultural traditions, and distinct 
political climates often exhibit different patterns of resource allocation, talent mobility, and 
innovation diffusion compared to more homogeneous areas (Schäfer et al., 2024). In local 
contexts, such diversity can manifest as differences in infrastructure quality, accessibility 
of local markets, and even community attitudes toward risk-taking. These spatial 
characteristics generate unique feedback loops that either stimulate or hinder 
entrepreneurial activity, underscoring the need to consider geography, culture, and policy 
frameworks as interrelated factors in developing LEEs (Stam & van de Ven, 2019). 

As mentioned, EEs typically operate at the regional level due to the need for 
extensive business networks, investment opportunities, and institutional support. 
However, the lower scale EE are also identified and discussed (Muñoz et al., 2020; Alam 
et al., 2019; Bichler et al., 2021). They usually have a strong industrial or service 
specialisation, and a local business environment can function as a micro-ecosystem, 
fostering collaboration between firms, vocational training institutions, and local 
governance. This model is particularly relevant in sectors with geographically concentrated 
production, such as craft industries, agri-food production, or specialised manufacturing. It 
is worth underlying that EE exists when there is access to essential resources and a network 
of collaboration, enabling enterprises to grow, innovate, and sustain competitive 
advantage. Without these fundamental elements (presented in detail in the previous 
section) EE does not exist. 

In comparing regional and LEEs, it becomes evident that each operates under 
distinct dynamics and fulfils different roles in economic development. Regional 
ecosystems benefit from extensive networks, abundant financial resources, and 
standardised institutional arrangements that support large-scale innovation. In contrast, 
LEEs are characterised by close-knit community interactions and context-specific 
dynamics that promote rapid adaptation to local market changes (Muñoz et al., 2020). 
While regional models often emphasise broad-based growth and long-term stability, local 
ecosystems tend to exhibit agility and a heightened sensitivity to immediate socio-
economic conditions.   

This distinction has important implications for policy-making: tailored 
interventions are necessary to address the unique challenges and opportunities at the local 
level, thereby ensuring that entrepreneurial systems can effectively contribute to 
sustainable economic development (Hoffecker et al., 2023). 

 
3.2 Building Blocks and Collaborative Dynamics in Local Entrepreneurial 
Ecosystems 

LEEs are complex networks that rely on many key components to function 
effectively. These components include entrepreneurs, suppliers, customers, and various 
institutional actors such as financial, educational, and regulatory bodies. Entrepreneurs act 
as the primary innovators and risk-takers, while suppliers provide essential inputs and 
services to sustain business operations. Customers, in turn, drive demand and validate 
market innovations. Financial institutions offer critical capital necessary for scaling 
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ventures, whereas educational institutions contribute by developing human capital and 
fostering a culture of continuous learning and innovation. Regulatory bodies set the legal 
and policy frameworks that facilitate or sometimes constrain, entrepreneurial activity. The 
interplay among these actors is characterised by both formal partnerships and informal 
networks, where cooperation, knowledge-sharing, and mutual support are vital to 
overcoming barriers such as limited access to finance, market entry challenges, and 
bureaucratic inefficiencies (Mason & Brown, 2014; Stam & van de Ven, 2019). 

Local networks and institutional interdependencies play a pivotal role in co-
creating LEEs. Local enterprises, civic organisations, and municipal governments actively 
collaborate to build a supportive environment that nurtures entrepreneurship. For 
example, many cities have established innovation districts where universities, startups, and 
local government initiatives converge to create hubs of entrepreneurial activity. Local 
governments often implement policies in these districts that incentivise innovation - such 
as tax breaks and streamlined permitting processes - while universities contribute through 
research partnerships and technology transfer programs. A notable example is the Reading 
region near London, where collaborative efforts among local authorities, academic 
institutions, and private enterprises have resulted in increased startup activity and a more 
vibrant local economy (Godley et al., 2021). These local networks facilitate the exchange 
of resources and information while cultivating an ecosystem-wide sense of trust and 
commitment essential for long-term sustainability. 

The dynamic interactions within LEEs are driven by key factors that shape the 
overall performance and resilience of the ecosystem. Among these drivers are innovation 
spillovers, the quality of institutional governance, and cultural attitudes toward 
entrepreneurship. Innovation spillovers occur when new ideas and technologies diffuse 
rapidly among local firms, often accelerated by proximity and active collaboration within 
the ecosystem. Regions with high concentrations of research institutions tend to see faster 
technological innovation and entrepreneurial activity rates, as evidenced by several 
European case studies (Muñoz et al., 2020). Researchers emphasize the importance of 
systemic support mechanisms and appropriate institutional frameworks that support the 
development of sustainable enterprises (Volkmann, 2019). Moreover, effective 
institutional governance - characterised by transparent regulatory practices and proactive 
policy support - can significantly enhance operational efficiency within LEEs. Local 
governments that engage in regular dialogue with business communities and implement 
flexible regulatory frameworks tend to create environments more conducive to 
entrepreneurial success. Additionally, the cultural dimension, encompassing local attitudes 
toward risk and failure, significantly influences the ecosystem’s adaptability and growth. 
Regions where entrepreneurship is culturally valorised exhibit a greater propensity for 
venture creation and sustained innovation. These drivers and their interactions collectively 
illustrate the complex, adaptive nature of LEEs and underscore the importance of tailored 
policies and support structures to meet local needs (Hoffecker et al., 2023). This 
framework underscores how a well-functioning LEE serves as a catalyst for sustainable 
transformation, linking spatial and institutional mechanisms to sustainability-driven 
economic activity. 

A sustainable LEE is a complex and dynamic network of interdependent 
components that foster innovation, business development, and long-term socio-economic 
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resilience (Figure 2). This ecosystem is shaped by multiple stakeholders, including local 
government institutions, research and development (R&D) sectors, entrepreneurs, 
supportive institutions, and financial entities. These actors engage in a series of interactions 
that determine the system’s overall functionality and its capacity to generate sustainable 
outcomes. The foundation of this ecosystem lies in the mechanisms employed by local 
governments, which influence entrepreneurship through regulatory frameworks, strategic 
investments, and targeted policy instruments. By shaping favourable local conditions - 
including infrastructure, taxation incentives, and business-friendly legal environments - 
local authorities create the groundwork for business formation and expansion. Their 
engagement with research and development institutions further strengthens this 
foundation, as academic and research entities generate knowledge, technological 
advancements, and skilled labour to foster regional innovation. The collaboration between 
these sectors results in knowledge spillovers that benefit local entrepreneurs and industrial 
clusters, ensuring that scientific discoveries translate into commercially viable innovations. 

It is worth mentioning that previous studies, such as Pankov et al. (2021), have 
explored the sustainability dynamics of entrepreneurial activity within specific sectors, 
notably the sharing economy. Based on 37 in-depth interviews with founders and senior 
managers, their analysis distinguishes between enabling and constraining contextual 
factors that influence organizational sustainability. While their sectoral focus offers 
valuable insights into firm-level adaptation and market challenges, it does not account for 
the broader territorial and institutional diversity shaping entrepreneurial environments 
(Pankov, 2021). In contrast, this study adopts a spatial perspective, emphasising the role 
of geographic, institutional, and socio-economic diversity in shaping the structure and 
performance of LEEs. This approach enables a deeper understanding of how place-based 
conditions influence entrepreneurial dynamics, innovation diffusion, and the capacity of 
ecosystems to contribute to sustainable development outcomes. This spatially grounded 
perspective on LEEs aligns with emerging scholarship that underscores the value of 
sustainability frameworks. In particular, we align with the approach proposed by 
Theodoraki (2022), who argues that, given the nature and components of EEs which are 
oriented toward fostering new business creation and systematic economic development, 
applying the ESG framework to EEs can enable and support sustainable activities within 
the ecosystem (Theodoraki et al., 2022). 

The following framework (Figure 2) conceptualises the dynamics of LEEs by 
integrating spatial and institutional mechanisms and examining their role in supporting 
sustainable development. 

Entrepreneurs, in turn, serve as the driving force of the ecosystem, utilising these 
available resources to create and scale their businesses. However, their success highly 
depends on local supportive institutions, such as incubators, accelerators, business 
associations, and advisory organisations. These entities facilitate access to essential tools 
such as mentorship, networking opportunities, and tailored financial instruments, bridging 
the gap between nascent businesses and established markets. The availability of financial 
capital - whether through venture funding, microfinance, bank loans, or public grants - is 
crucial in determining the scale and longevity of entrepreneurial ventures. Financial 
institutions, therefore, act as both facilitators - providing crucial funding, resources, and 
advisory support - and gatekeepers - imposing lending criteria, compliance standards, and 
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risk controls - of business growth, exerting significant influence over which enterprises 
can thrive within the ecosystem. 
 

 
Figure 2: Sustainable Local Entrepreneurial Ecosystem Framework 
Source: Own elaboration based on Acs et al., 2017; Stam, 2018; Malecki, 2018;  Fuentelsaz et al., 2018; 
Audretsch et al., 2018; Leendertse et al., 2021; Muñoz et al., 2020, Hoffecker et al., 2023. 

 
The interactions between these actors do not occur in isolation but within a 

broader framework of social and economic interdependencies. Social capital, which 
encompasses trust, shared norms, and reciprocal relationships, binds entrepreneurs, 
institutions, and investors into a cohesive network. High levels of social capital facilitate 
informal cooperation, knowledge-sharing, and collective problem-solving, allowing the 
ecosystem to self-regulate and adapt to external shocks. Similarly, local networks function 
as conduits for market intelligence, strategic partnerships, and resource-sharing, ensuring 
that enterprises - particularly small and medium-sized ones - benefit from economies of 
scale and industry-specific expertise. 

When these foundational components interact effectively, the LEE matures into 
a well-functioning system, characterised by three primary structural elements: territorial 
production systems, industry clusters, and informal entrepreneurial cooperation. 
Territorial production systems refer to localised economic structures where businesses 
operate in synergy with the region’s inherent competitive advantages, such as access to raw 
materials, skilled labour, or specialised knowledge hubs. Industry clusters emerge when 
enterprises within the same sector co-locate, benefiting from shared suppliers, 
concentrated talent pools, and improved logistics. These clusters strengthen regional 
competitiveness and drive innovation through competition and collaboration. Informal 
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entrepreneurial cooperation further reinforces the system by enabling businesses to 
exchange expertise, resources, and workforce flexibility without requiring rigid institutional 
agreements. 

These studies offer evidence confirming that the outcomes identified in our 
framework—such as corporate sustainability and CSR support, increased resilience, job 
creation, environmental improvements, and social well-being—are not only conceptually 
relevant but also observable in real-world entrepreneurial ecosystems. Moreover, research 
highlights the importance of performance indicators such as the number of sustainable 
enterprises, the degree of environmental, social, and economic value creation, and 
alignment with the SDGs as key metrics of ecosystem effectiveness (e.g., Volkmann et al., 
2021; Pizzi et al., 2022).  

The effectiveness of this system is ultimately reflected in the outcomes it 
produces. A well-functioning EE directly contributes to corporate sustainability by 
embedding environmental, social, and governance (ESG) principles into business 
operations. Firms operating within such an ecosystem are more likely to adopt corporate 
social responsibility (CSR) initiatives, not only as compliance measures but as strategic 
advantages that improve brand reputation and stakeholder relations. The cumulative effect 
of these developments fosters local sustainable development, characterised by inclusive 
economic growth, environmentally responsible industrial practices, and strengthened 
social cohesion. 

Beyond corporate sustainability, the ecosystem generates additional tangible 
benefits, such as job creation and increased resilience against economic downturns. The 
expansion of local businesses leads to higher employment rates, reducing economic 
disparities and enhancing the overall quality of life. Moreover, the system’s adaptability 
ensures that it can withstand disruptions - be they financial crises, supply chain 
breakdowns, or technological shifts - by leveraging its internal diversity and resource 
fluidity. Environmental improvements also emerge as a key outcome as businesses adopt 
cleaner production methods and circular economy principles to maintain regulatory 
compliance and societal approval. 

These outcomes, though mainly resulting from the efficiency of the EE, also exert 
limited but significant feedback effects on its foundational components. For instance, the 
realisation of SDG influences local government policies, prompting further investment in 
green technologies and social entrepreneurship. Similarly, as businesses demonstrate the 
profitability of sustainable practices, financial institutions adjust their investment strategies 
to prioritise impact-driven ventures. This cyclical nature of interactions highlights the self-
reinforcing quality of a SEE, where successes fuel further advancements in policy, finance, 
and innovation. Thus, the sustainable LEE framework illustrates a highly interdependent 
and evolving system where governmental actions, institutional support, entrepreneurial 
activities, financial accessibility, and social capital collectively determine long-term 
sustainability. The relationships within this system are not merely linear but constitute a 
network of mutual influence, where each component both shapes and is shaped by the 
others. The presence of robust feedback loops ensures that the ecosystem remains 
dynamic and capable of adapting to external pressures while continuously fostering 
regional economic resilience, innovation, and environmental responsibility. 
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Taking into account the above research results and proposals, this study presents 
a novel approach to LEEs by dissecting their key components and examining the dynamic, 
reciprocal interactions among them. Unlike traditional models, which often view EE 
through a static, macro-level lens and neglect the nuances of local specificity, this research 
emphasises spatial diversity and the complex interplay of local government, supportive 
institutions, financial access, social capital, and entrepreneurial actors. By incorporating 
robust feedback loops and real-world examples, the framework not only captures the 
multifaceted nature of LEEs but also demonstrates how these ecosystems drive 
sustainable outcomes such as job creation, corporate sustainability, environmental 
improvements, and overall regional resilience. This approach advances the current 
research by providing a more context-sensitive, dynamic model that better informs policy 
and strategic interventions aimed at fostering sustainable development. 
 
4. Conclusion 
 

This study set out to develop a comprehensive theoretical approach to 
understanding the spatial dynamics of EEs and their pivotal role in sustainable 
development. The primary aim was to fill a significant research gap: the lack of a context-
sensitive model that accounts for local specificities and spatial diversity within EEs. 
Traditional EE models have predominantly offered a macro-level, static perspective that 
often neglects the unique interplay of local socio-economic, cultural, and institutional 
factors. In contrast, this research advances a novel, dynamic framework that integrates 
these local nuances and emphasises bidirectional interactions among key ecosystem 
components. Balancing the analytical richness of EE frameworks with the need for 
actionable guidance remains a fundamental challenge for regional and local policymakers. 
To preserve the complexity of dynamic, spatially diverse ecosystems while ensuring 
practical relevance, several decision-support tools can be employed. Spatial multi-criteria 
decision analysis (MCDA) and GIS-based assessment frameworks allow for the weighting 
of heterogeneous local indicators, such as socio-economic, institutional, and cultural 
variables, thus operationalising the framework’s emphasis on spatial diversity 
(Kopczewska, 2023). Similarly, system dynamics and agent-based modeling can simulate 
feedback loops and evolving interactions among EE components, providing insight into 
the systemic consequences of specific interventions (Roundy et al., 2018). Complementary 
qualitative approaches, such as participatory planning and co-design processes, are 
essential to engage local stakeholders and ensure that strategies reflect lived experience and 
contextual specificity (Hassink & Klaerding, 2012). Regional foresight methods and policy 
labs-structured experimental spaces for prototyping solutions can further enhance 
adaptive governance, supporting iterative policy development aligned with LEE dynamics 
(Carayannis et al., 2018; Ansell & Bartenberger, 2016). These instruments correspond 
directly to the theoretical dimensions of the proposed EE framework: spatial analysis tools 
align with territorial diversity, simulation models reflect dynamic interdependencies, and 
collaborative governance methods embody the stakeholder-driven feedback loops. In this 
way, the framework retains its analytical integrity while offering a portfolio of applied tools 
that policymakers can use to support sustainable, locally grounded entrepreneurial 
development. 
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The proposed research approach is distinctive in its focus on the territorial 
embeddedness of LEEs. By delineating the roles of entrepreneurs, suppliers, customers, 
and institutional actors—financial, educational, and regulatory—the study provides a more 
granular analysis of how these elements interact within diverse local contexts. This 
framework not only highlights the importance of spatial diversity and dynamic 
interrelationships but also delineates specific feedback loops that underpin outcomes such 
as corporate sustainability, job creation, and environmental improvements. 

The key scientific implications of this research are multifold. Firstly, it offers a 
more robust theoretical basis for future empirical studies by identifying critical drivers and 
interactions that shape LEE. Secondly, it informs policy development by elucidating how 
targeted local interventions can stimulate sustainable economic growth. Lastly, the 
framework provides practitioners with practical insights into optimising the support 
structures within their communities to enhance the resilience and adaptability of local 
entrepreneurial activities. 

Notwithstanding these contributions, the study is not without limitations. A 
significant constraint is the lack of empirical verification; the framework remains 
theoretical and calls for extensive quantitative and qualitative testing. Moreover, the 
geographical specificity of the research suggests that the proposed model may not be 
universally applicable across all economic contexts. Different types of economies may 
require varying emphases on particular components, and testing in diverse environments 
is essential to ascertain the model’s generalisability and practical efficacy. 

In summary, this research advances our understanding of EEs by integrating 
spatial diversity and dynamic interactions into a context-sensitive model. While promising 
in its implications for theory and practice, further empirical validation is necessary to refine 
the framework and fully realise its potential in promoting sustainable local economic 
development. 
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