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		Abstract

		The purpose of this study is to construct and to test a model that illustrates the incubation process and project business incubation outcomes. Following a discussion of the nature and function of business incubators, real options theory is used to develop a theory of business incubation.  

A model of this real options-driven theory of business incubation is presented, along with three hypotheses generated by the model. Taken together, the hypotheses suggest that business incubation performance is positively related to selection performance, the intensity of the incubator's monitoring and business assistance efforts, and resource munificence.   

Data from a 2004-2005 survey of 53 incubator managers are used to test the model. Analysis of these data does not support the hypotheses suggested by the model. The implications of the model's failure to predict incubation outcomes are explored. 
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