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INTRODUCTION TO THE TRAINING PROGRAM

This is the trainee manual for Module 1 — out of 11 modules in total - of infoDev’s State-of-the-Art

Business Incubation Training Program for Business Incubator Managers in Developing Countries.

infoDev (www.infodev.org) is a research, capacity building and advisory services program, coordinated
and served by an expert Secretariat hosted by the World Bank Group. It helps developing countries
and their international partners use innovation and information and communication technologies
(ICT) effectively as tools for poverty reduction and sustainable social and economic development.
infoDev is a leader in business incubation of technology-enabled enterprises. infoDev’s global business
incubation network reaches close to 300 business incubators, more than 20,000 small and medium

enterprises, and has helped create over 200,000 jobs across 87 developing countries.*

infoDev has found that high quality leadership is a key factor determining the probability of success
for an incubator. infoDev therefore seeks to increase the capacity of business incubation managers
— and their stakeholders — through one-on-one technical assistance, regional and topical peer-to-
peer networks, the bi-annual Global Forum on Innovation and Entrepreneurship, and its web-based
networking and knowledge-sharing tool www.idisc.net. This training program was designed in direct
response to repeated requests from infoDev’s technology entrepreneurship community for an in-

depth business incubation training program relevant to the developing country context.

This training program is the first-of-its-kind, drawing from the lessons, models, and examples in business
incubation from across Africa, East Asia and the Pacific, Europe and Central Asia, Latin America & the
Caribbean, Middle East & North Africa, and South Asia. More than 30 experts contributed directly to
the writing of the training modules, and the materials were tested with more than 300 professionals

in developing countries all of whom provided inputs to the final design.

This training program is designed for business incubation managers and other business incubation
stakeholders wishing to increase their understanding and know-how of the business incubation
process. It consists of 11 training modules ranging from basic introductory topics designed for
professionals new to business incubation, to specialized topics such as Technology Commercialization

and Virtual Business Incubation Services.

! Source: infoDev activities from 2002 to 2009: http://www.infodev.org/en/Article.473.html
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The modules include:

SUITE 1 — BUSINESS INCUBATION BASICS

Module 1 — Business Incubation Definitions and Principles

This module provides an introduction to business incubation. It introduces key definitions and
presents the main principles and good practices of business incubation. It aims to equip current and
future incubator managers and policy makers with the knowledge, skills and understanding of the

fundamentals of business incubation in order to effectively foster and encourage businesses.

Module 2 — Business Incubator Models, Including Success Factors

This module aims to illustrate various business incubator models based on practical examples of
incubators from all over the world. The ultimate goal of this module is to empower current and future
incubator managers with a thorough understanding of the various business incubator models and their
critical success factors as well as to help them identify the best model to adopt for their own incubator

to be successful.

SUITE 2 — BUSINESS INCUBATOR OPERATIONS

Module 3 - Planning an Incubator

This module, which divided in two parts, covers assessing the feasibility and designing the business
model for an incubator. The first part is aimed at providing a thorough understanding of developing
a feasibility study. This includes the steps to undertake a pre-feasibility study, the components that it
should address, as well as how to gauge the market need and decide whether an incubator is the most
appropriate solution. The second part of the module focuses on business planning to establish the

incubator business model.

Module 4 — Marketing and Stakeholder Management

This module is designed to support efficient and effective communication of the incubator with
key customers and other stakeholders based on a good understanding of the market place. This is
important since it will help the incubator to establish and increase its reputation as a sustainable

organization that fulfils its mission.

The first part of the module focuses on identifying, assessing, and reaching customers/ stakeholders, as
well as potential ally organizations providing business support services to enterprises; while the second

part is dedicated to defining the incubator’s value proposition and engaging marketing channels.

Module 5 - Financing an Incubator
The first part of this module aims to guide current and future business incubator managers through
mastering the incubator’s financial data (such as costs and revenues) in order to enable them to

identify the financing needs of the organization as well as to explore potential sources of financing.

Building on the first part, the second part of the module is dedicated to demonstrating, to current
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and future business incubator managers, how to develop a fundraising strategy and to monitor the

financial performance of an incubator.

Module 6 — Managing the Incubator
This module provides current and future business incubator managers with an overview of sound

management practices for a successful incubator.

The first part addresses the topics of incubator policies and governance and the second part is

dedicated to operations and human resources management.

Module 7 — Monitoring, Evaluation and Benchmarking
This module aims to provide incubator managers with the required information, skills and insights to

develop their own monitoring and evaluation system and to carry out benchmarking activities.

The first part of the module is dedicated to helping the incubator manager understand the added
value of monitoring and evaluating the performances of his/her incubator; defining relevant and
adequate performance indicators; and exploring how to monitor and evaluate, notably by studying

existing tools and methodologies.

The second part focuses on empowering the business incubator manager to use the data collected
through monitoring and evaluation activities to compare the business incubator’s performance with

those of similar organizations.

SUITE 3 — ADVANCED INCUBATOR MANAGEMENT

Module 8 — Implementing a Mentoring Program
This module provides, in its first part, a conceptual framework for gaining a thorough understanding
of the mentoring process and its purposes from three perspectives: that of the business incubator, the

mentor, and the mentee.
The second part of the module focuses on how to implement a mentoring program.

Module 9 — Deals and Financing for Incubator Clients
This module aims to provide a thorough understanding of the alternative sources of financing for
incubator clients by notably describing programs and processes that will enable the incubator manager

to assist his/her clients in accessing financing.

The first part focuses on preparing incubatees to engage in the process of accessing financing while
developing the capacity of the incubator to assist incubatees in accessing financing. The second part of

the training module explores financing from the perspective of both the incubatees and the incubator.

Module 10 - Technology Commercialization through Incubation

This module describes technology commercialization divided in two parts. The first relating to

TRAINEE MANUAL

~N

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES




TRAINEE MANUAL

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

Suite 1

Business Incubation Basics

challenges and lessons learned associated with this process as well as how to manage expectations
regarding the results of technology commercialization. This part also concerns the role of the incubator

in facilitating technology commercialization in the pre-incubation phase.

The second part of this module focuses on the role of the incubator in technology commercialization

in both the incubation and the growth phases.

Module 11 - Setting Up Virtual Services

The first part of this module provides a conceptual framework for understanding virtual services. It is
designed for current and future business incubator managers who are considering virtual incubation
either as a stand-alone business model or as part of their overall incubator service portfolio to extend

their current service offering.
In its second part, the module aims to guide current and future business incubator managers and help

them to decide if virtual incubation is the right solution for their incubator. The module then explores

the most common challenges and how to address them.

Figure 1 groups the modules by preferred level of experience and suggested module sequence.



Less
Experienced

More
Experienced

Stand Alone
Modules

These modules
are for incubation
practitioners who

are “beginners”

or incubator
stakeholders

These modules
are for incubator
managers and
their staff

These modules
are for incubation
managers
dealing with high
tech or looking at
extending their
service offering
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Module 1 - Business Incubation
Definitions and Principles

Module 2 - Business Incubator Models,
Including Success Factors

Module 3 - Planning an Incubator

Module 4 - Marketing and Stakeholder
Management

Module 6 - Managing the Incubator

Module 7 - Monitoring, Evaluation and
Benchmarking

Module 8 - Implementing a Mentoring
Program

Module 5 - Financing an Incubator

Module 9 - Deals and Financing for
Incubator Clients

Module 10 - Technology
Commercialization through Incubation

Module 11 - Setting Up Virtual Services

Suggested to
be done
sequentially

Don’t need
to be done
sequentially

Suggested to
be done
sequentially

Don’t need
to be done
sequentially
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The objectives of this module are to provide an introduction to business incubation, introduce key
definitions and present the main principles of business incubation. It is aimed at equipping current
and future incubator managers with the knowledge, skills and understanding of the fundamentals of

business incubation, in order to effectively foster and encourage businesses.

TRAINEE TRAINING OBJECTIVES

After completing this module, the trainee will have gained:
¢ An understanding of the basic definitions of business incubation;
¢ A knowledge of its history and rationale; and

¢ An understanding of principles and elements of business incubation, how incubators can provide

an enabling environment, good business incubation practices, as well as how incubators develop.
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Given that the likelihood of an incubated firm’s success is much higher than that of a non-incubated
firm, around 87%? of firms are still in business after 4 years in comparison to 44%? for non-incubated
firms, incubators can have a significant impact on local communities. The increased success rates
of incubated firms improve commercial and private real estate markets through the growth of their
graduates. Graduated incubatees will build, purchase, or rent space when they move out of an
incubator, providing new investment in the local market. The lending institutions are also able to lend
with less risk as well, which provides stability in the marketplace. Therefore, the potential positive
contribution an incubator is able to make to the local community strongly justifies the need for an

effective incubator manager.

The first steps required to become an effective incubator manager include gaining an understanding
of how business incubators have developed and creating an ability to communicate effectively within
the business incubator community which requires an understanding of terminology widely used
by the industry. By being aware of the evolution of business incubators and the industry accepted
terminology, managers will gain a better understanding of the principles and good practices of business
incubation with the expectation that they will be able to apply the principles and good practices that

best support their clients’ needs.

With this in mind, the first half of Module 1, Component 1, has been designed to provide an overview
and a general history of business incubation. Additionally, the most commonly used terms in the

incubator industry are presented along with their definitions.

The second half of Module 1, Component 2, addresses the principles, elements, practices and
different development phases of incubators. The content provided in both components is enhanced

by exercises and case studies.

2 Source: Molnar, Lawrence A., Donald R. Grimes, Jack Edelstein, Rocco De Pietro, Hugh Sherman, Dinah Adkins and Lou Tornatzky
(1997) - Business Incubation Works, NBIA Publications, Athens, Ohio

3 Source: U.S. Small Business Administration, “Frequently Asked Questions” - www.sba.gov/advo
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COMPONENT INDEX

Section 1.1: Business Incubation Overview and History
Section 1.1.1: An Overview of Business Incubation
Section 1.1.2 The Added Value of Business Incubation
Section 1.1.3: The History of Business Incubation

Section 1.2: Business Incubation Key Terms

COMPONENT OBJECTIVES

This component is designed to educate the trainee on the evolution of business incubators, general
principles of incubation and the terms every business incubator manager should be familiar with in

order to effectively manage an incubator.

Upon completion of this component, trainees should have a general understanding of the concept of
business incubation, how incubators have evolved and the most common terms used by the business

incubation community.
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Section 1.1: Business Incubation Overview and History

As stated in the introduction, it is important for incubator managers to have a good understanding of
the role business incubators can have in the development and support of start-up companies. Incubator
managers should also have a firm understanding of the incubator’s potential to stimulate regional
economies. These two aspects are extremely important. An incubator manager that understands the

role and potential influence the business incubator can have will be in a better position to succeed.

Section 1.1.1: An Overview of Business Incubation

The 10th International Summit of Business Incubation Associations (held following the Global Forum
on Business Incubation organized by infoDev, the World Bank and the Indian Government in New Delhi
in October 2004) agreed on “a simple model of the global incubation community recognizing business

incubation environments and processes” represented by Figure 2.
A) The (wider) business incubation environment
B) The business incubation process
C) Business Incubator (a business incubation environment)
C) Business incubator (a business incubation

environment)

B) The business incubation (process)

A) The (wider) business incubation
environment

Figure 2 — The Global Incubation Community

The (wider) business incubation environment is the wider context which should be conducive to the

sustainable development of enterprises and nurturing their growth.

Business incubation is a public and/or private, entrepreneurial, economic and social development
process designed to nurture businesses from idea generation to start-up companies and, through
a comprehensive business support program, help them establish and accelerate their growth and

success.
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The business incubator is a physical space or facility that accommodates a business incubation

process.*

This definition is the simplest, most generic and inclusive one, the result of a long process of discussion
between some 30 business incubation associations and should be considered as the reference even
though some national business incubation associations, such as the National Business Incubation
Association (NBIA) of the United States of America (US), may have their own business incubation

definition, such as:

“Business incubators nurture the development of entrepreneurial companies, helping them survive
and grow during the start-up period, when they are most vulnerable. Their programs provide
client companies with business support services and resources tailored to young firms. The most
common goals of incubation programs are creating jobs in a community, enhancing a community’s
entrepreneurial climate, retaining businesses in a community, building or accelerating growth in a

local industry and diversifying local economies.”

TRAINEE MANUAL

infoDev acknowledges business incubation as a process aimed at supporting the development and

scaling of growth-oriented, early-stage enterprises.® The process provides entrepreneurs with an

w
—

enabling environment at the start-up stage of enterprise development. This environment should help

reduce the cost of launching the enterprise, increase the confidence and capacity of the entrepreneur,
and link the entrepreneur to the resources required to start and scale a competitive enterprise.
Entrepreneurs accepted into the business incubator stay until an agreed upon milestone is reached,
often measured in terms of sales revenue or profitability. Business incubation is one of many tools
aimed at fostering innovative enterprise creation and growth. Other complementary intermediaries
exist, such as business development service providers and technology parks. Table 1 illustrates how

business incubation is positioned in relation to these two complementary vehicles.”

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

4 Source: infoDev Business Incubation, Definitions and commonly used terms - www.idisc.net/en/DocumentArticle.38688.html

® Source: National Business Incubation Association, Business Incubation FAQ - http://www.nbia.org/resource_library/faq/#1

® Note: Although the tool can be used specifically to foster innovative enterprise development, it can also be successfully focused on
creating competitive enterprises with high job-creation potential, regardless of whether or not the business concept is innovative.
7 Note: It should be noted that, in many instances, the distinction between these different tools is blurred; for example, a business
incubator may offer business development services to non-incubatees to supplement its revenues; a technology park may include

a business incubator to test new ideas, etc.
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TARGET Early-stage enterprises with high | Emerging and established
ENTERPRISES growth potential technology businesses

Government/ donor subsidies, = Government/donor subsidies,

REVENUE Government / donor

fee-for-service, rent, royalties, = fee-for-service, rent, royalties,
SOURCES subsidies, fee-for-service

equity equity

Business incubation is applicable at the “early-stage entrepreneurial activity” stage of enterprise
development, as represented by Figure 3 developed by the Global Entrepreneurship Monitor (GEM).
At this stage, the entrepreneur has transformed their idea into a business.

8 Source: M. A. Khalil, E. Olafsen, Enabling Innovative Entrepreneurship through Business Incubation - http://siteresources.

worldbank.org/INFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/Resources/ChapterKhalil_Olafsen.pdf
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Early-stage Entrepreneurial Activity (TEA)

Owner-manager of an
established business
(more than 3.5 years old

Owner-manager of a
new business (up to 3.5
years old)

Potential entrepreneur:
Opportunities, -
knowledge, and skills

Nascent entrepreneur:
involved in setting up a
business

Conception Firm birth Persistence

Figure 3 — Enterprise Development Stages’

Incubation is a continuous relationship between the incubator and the early-stage entrepreneur
with graduation as the target and occurring when the early-stage company has reached sufficient
maturity. Through the incubation process, the support provided by the incubator evolves along with
the development needs of the business (e.g. the business has developed prototypes, pilot products,

has started selling and so on).

-
<
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<
=
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=
<
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In order to determine the needs of entrepreneurs,

the incubator staff should listen to their clients and
develop trusting relationships with them to provide
them with the most appropriate services.

Business incubation has four basic components as shown in Figure 4.

SERVICES

INFRASTRUCTURE
e.g. office space, meeting rooms,
electricity, phone, internet, lab
facilities, etc.

BUSINESS SERVICES

e.g. help with registration, licenses,

accounting, strategy advice,
market research, exporting
facilitation, etc.

FINANCING
e.g. brokering and/or providing
financial services such as equity,
credit and guarantees.

PEOPLE CONNECTIVITY
e.g. mentoring, coaching and
interaction with fellow
entrepreneurs (a micro cluster),
market linkages.

VALUE TO THE ENTREPRENEUR

Economies of scale decrease the
cost of starting a business + benefits
from a professional look and brand.

Help with non-core business
activities saves time and money.

Leveraging the credibility of the
incubator and the portfolio of
entrepreneurs to overcome
financing gaps.

Learning, exchange of ideas,

psychological support, partnerships,
business relationships.

Figure 4 — The Four Components of Business Incubation
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Incubators are different from business centers in that business centers only offer rental space, access
to office equipment (computers, photocopiers, etc) and meeting rooms. Incubators, on the other hand,
typically offer a full range of business support to their clients, helping them through the challenging
formative years and allowing them to develop their businesses and focus on bringing products and

services to market.

Keeping Figure 4 in mind, the most common forms of support include:
e Infrastructure, such as office space;
e Business services, such as administration and information services;

e Financing, such as providing the incubator’s client businesses with information and support that

will allow them to access appropriate sources of finance; and

* “People Connectivity”, which includes mentoring and coaching services, and access to networks.

Infrastructure

Most incubators offer “easy in, easy out” conditions; monthly rental terms that allow flexibility for
clients when joining or exiting. Some incubators, particularly sector specific incubators, offer technical
facilities, such as laboratories and equipment that can be very helpful, especially to a technology based
start-up company. This item is explored in depth in Module 3 of the training program, “Planning an

Incubator.”

Business services

Incubators provide access to administration and communication services often at “pay as you use
rates”, including services such as Internet, telecommunications, photocopy, fax, binding, reception,
mail, document receipt and dispatch, and secretarial assistance. These support services help clients to
concentrate on their core business rather than on the support infrastructure. Furthermore, the start-
up companies do not need to make initial investments in expensive office equipment or front office

personnel that can be provided by the incubator.

Incubators distribute a full tool kit of relevant business information to their clients. This information
could include market data and market updates, forthcoming trade events, regulatory issues and
administrative procedures, details of access to finance, both public (subsidies and government funds)
and private (investors such as Business Angels), and access to other business support partners in the

area. They assist in “opening the doors” to corporate markets using their own networks.

infoDev carried out a Monitoring, Evaluation and Impact Assessment Study® (the “MEIA Study”),
which chronicles the outcomes, impacts and lessons learned from infoDev’s Incubator Initiative and
the work of its business incubation grantees more generally. In the context of this study, infoDev
produced Figure 5, which presents an overview of the services provided by the incubators funded

through infoDev grants.

0 source: infoDev - Monitoring, Evaluation & Impact Assessment Study - http://www.idisc.net/en/Page.MEIA.Study.Overview.html
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Grantee’s service provision

(n=45)
0% 40% 60% 80% 0% 20% 40% 60% 80%

| | | | | | | | |

T T T T T T T T
Legal advice Other
Finance or Networking
accounting services services
Sales qnd Other training
export services services
Marketing Training
services (ICT related)
services
Business Industry specific

planning services

Business pre-planning
services

Market research
services

Services to
access investment
or financing

Infrastructure
provision

Facilities
provision

services

Mentoring
services

Leadership
fraining services

Technology
sourcing
services

Technology
expertise
services

40% 60% 80% 0% 20% 40% 60% 80%
| I I | | | | |

. Do not provide and do not plan to provide . Used to provide, but no longer provide

. Currently provide

. Plan to provide

. Would to provide but do not have the resources to provide

. Don't know

Figure 5 — infoDev’s Grantees’ Service Pro
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The services offered by business incubators are studied in greater detail in Module 6 of the training

program, “Managing the Incubator”.

Financing

Incubators support businesses in accessing various sources of finance. Depending on the growth
stage of the business, the incubator may link its client with government grant schemes, banks, or
venture capitalists. Hence, the type of financing may vary from seed grants, to credit, to equity. Some
incubators may make their own sources of financing available for their clients as well, for example
some incubators manage their own seed fund to invest in their client businesses. The training program

dedicates Module 9 to addressing the issue of financing incubator clients, in detail.

“People Connectivity”

Incubators facilitate advisory relationships between the start-up company management team and an
experienced individual from the incubator management team or an external expert from the relevant
sector or industry (the mentor). In this way, incubators help to build the individual entrepreneurial and
business skills of each client. Personal skills, such as financial, marketing and management skills, as well
as overall good business judgment, are critical to any business’ success. Incubators, therefore, work
to improve these skills in their clients. The experienced incubator manager or mentor provides advice
and guidance during the start-up’s development. The mentor may also provide the entrepreneur with

linkages to his/her own networks.

Incubators also facilitate meetings, discussions, links, and alliances between their clients and experts,
such as accountants, communications and marketing consultants, and lawyers. Furthermore,
incubators facilitate interactions between their clients and industry leaders relevant to their clients’
markets. These networks and contacts can help the client companies recruit new customers or enter

new markets, identify potential partners and reach potential investors.

Figure 6 shows the percentage of incubators from the infoDev network, as of the year 2000, that

offered services in coaching, various basic business services, funding, office space, and networking.
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Figure 6 — Incubator Services"!

w

When looking at the percentage of incubators that provide each type of service, as shown by Figure

6, the most striking difference relates to networking. The low level of networking services provided by
incubators could suggest that incubators currently pay little attention to networking and the benefits

this can bring to their clients.

As countries embark on starting incubators, the most common mistake is to focus only
on the building, creating fancy “smart buildings” with the latest technology, whereas
what many clients value the most is “people connectivity” particularly in countries where
entrepreneurship is still not valued as highly as say a career in the public sector. In infoDev’s
network, many clients referred to the incubator as “an oasis of cultural safety” where

“managers have faith in you and your ideas.”

Networking is an important part of the services incubators should offer. As Hansen et al. put it:

“Most business incubators provide office space, funding, and basic services. The better ones also offer

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

an extensive network of powerful business connections, enabling fledgling start-ups to beat their

competitors to market.”*?

B Adapted from Hansen, Morten T., Henry W. Chesbrough, Donald N. Sull, and Nitin Nohria (2000) — Networked Incubators:
Hothouses of the New Economy, Harvard Business Review, p.77
2 Source: Hansen, Morten T., Henry W. Chesbrough, Donald N. Sull, and Nitin Nohria (2000) — Networked Incubators: Hothouses

of the New Economy, Harvard Business Review
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Business incubation can also be supported virtually (electronically) and through outreach programs for
client companies established outside a physical incubator. Virtual incubation implies that all incubation
services are delivered electronically. There is no physical incubation space. Outreach Business
Incubation refers to business incubation with clients not located in the incubator®® and implies that
incubation services are delivered to non-resident clients or ‘out of wall’ clients. It combines traditional
incubation space and services with virtual services offered to both on-site tenants and off-site clients.
With outreach incubation, there is a very strong physical element to the virtual incubation service. The
business incubator manager meets from time to time with the clients face-to-face and the business
incubation process is facilitated using virtual incubation tools. This can be described as a bundled
offering. This can help build a good working relationship between client and incubator and can be a
strong value proposition for incubators that need to demonstrate a greater reach and impact of service

delivery.

Virtual incubation is particularly useful when dealing with technology firms and other businesses
where classic incubation services, like office rental and technical support, may not be necessary.
Virtual, outreach and networked incubation are explored in great detail in Module 11 of the training

program, “Setting up Virtual Services”.

Section 1.1.2: The Added Value of Business Incubation
Business incubators aim to help entrepreneurs overcome some of their challenges in order to establish,
run and grow successful businesses. This is because incubator clients face challenges which continually

change with the development of their businesses.

As far as businesses in their early development phases are concerned, very common

challenges efficiently tackled by business incubation are:

1. Lack of business knowledge and experience. The incubator informs and guides
the start-up entrepreneurs through the process and steps of setting-up a business by
providing them with information, examples, tools, and relevant contacts to successfully
carry out these required activities. Examples of support could include the registration

of the business or help in finding an appropriate business partner.

3 source: infoDev, Business Incubation: Definitions and commonly used terms - http://www.idisc.net/en/Article.38688.html
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2. Unrealistic expectations regarding the time required to start, secure and
grow a business. Besides the advice provided by the incubator staff, the incubator
offers networking opportunities between entrepreneurs (within the incubator and
externally) who, even though they may operate in different sectors, go through the
same doubts and difficulties. Sharing experiences about these challenges can help
with overcoming the problem of unrealistic expectations, for example regarding the
time needed to reach breakeven, for generating the first income from sales, and for

acquiring additional finance.

3. Lack of management awareness and experience. Management needs to evolve
as a business develops (there are differences in managing a business as a single
entrepreneur /a small start-up team /or a small, growing business with numerous
employees). The incubator provides information and support at different stages of
the incubatee’s development, for example in attracting, recruiting and retaining the

required staff for the success of the business.

4. Lack of social capital (contacts and networks). Incubators offer access to relevant
contacts and networks, which are important to ensure the businesses’ growth and

success.

When looking at how to grow their business, entrepreneurs will most likely face
some or even all of the following challenges at a certain point in the early stage of

their development:
e Lack of Demand
* Poor Access to Customers
e Competition
 Too few Products or Services
e Lack of Skilled Staff
» Lack of Finance /Capital
¢ Low Business Skills
e Low Technical Skills
e Lack of Space
e Lack of Time
e Difficulties reconciling Business Activities with Family Arrangements
* Work Related Health Problems/ Stress
e Tax and Compliance Issues

* Government Regulations or Restrictions

TRAINEE MANUAL
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In response to these, the business incubator provides:
e Business mentoring, coaching and counseling for capacity building;
e Business management advice including human resources management;
e Business training workshops such as how to close a deal;
* Business planning advice to secure the success and sustainability of the business;

e Networking opportunities including access to technical advisors with regard to

product development;

e Market research and marketing advice to identify the most appropriate market

segment and pitch for the product;

e Help in finding new markets to access market opportunities;

e Help with sales by accessing professional business advisors;

* Help with raising finance to access an adequate source of finance;

¢ Financial management advice to secure the smooth financial management of the

business; and

¢ |ICT and office facilities such as office space, fax and photocopying machines,

Internet and e-mail access, meeting room, and car parking.

The MEIA Study summarizes the added value brought by incubators as follows:*
* “Business Incubation Creates Economic and Social Impact;
e Business Incubation Fosters Change Through a Range of Models;
e Business Incubation Develops Leaders in Innovation and Entrepreneurship;
e Business Incubation Aligns Stakeholders in the Public, Private and Not-for-Profit Sectors; and

¢ Business Incubation Helps to Reduce Barriers to Innovation and Entrepreneurship in the Broader

Business Environment.”

The different aspects are explored in greater detail in other modules of this training program; however
the economic and social impact of business incubators can be tremendous and hence requires
attention in the current module. One of the most visible economic impacts of business incubation in

communities is the creation of jobs as shown by Figure 7.

 Source: infoDev, Implications - http://www.idisc.net/en/Page.MEIA.Study.Observations.html
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The MEIA Report concludes that business incubators are major players. In Brazil, the national business
incubator association, ANPROTEC, has helped to facilitate the creation of more than 28,000 jobs. Other
significant examples come from China and Mexico where the Tianjin Women’s Business Incubator
(TWBI) and the University of Guadalajara’s incubator have created more than 6,000 and 3,300 jobs,

respectively.

What is also important to highlight is that many of these new jobs created are “high value” jobs, i.e.
those requiring highly skilled individuals frequently connected to ICT and high technology sectors.

These jobs pay relatively high salaries to those employed by businesses originating from incubators.

Proportion of new jobs created in the following categories
(n=36)

0% 20% 40% 60% 80% 0% 20% 40% 60% 80%

Administrative Finance

and clerical

Infrastructure provision
(i.e. providing
telecommunications or
Internet infrastructure)

Manufactoring
and production

Agricultural production

and accounting

Technology (e.g. hardware
or software design or
development)

Teaching / Training

General operations

|
Adversiting/Marketing General business
Other
Sales (please describe,
see next)
Legal
0% 20% 40% 60% 80% 0% 20% 40% 60% 80%

. None

1-10%

. 11-25%

[ 2%-50% | BECHE EEE B

Figure 7 — Proportion of New Jobs Created by infoDev Grantees per Business Sector”
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As one would expect, the MEIA Study concludes that the impact business incubators have is felt
primarily by the entrepreneurs using the services of the incubators. One of the first impacts to be
felt is the upgrading of the entrepreneurs’ ICT literacy, which happens regardless of whether the
entrepreneur is in the ICT sector or not. These newly acquired skills will play a pivotal role in facilitating

market expansion activities, especially those that involve foreign markets.

The MEIA Report also suggests that the social and economic impact of incubation can go way beyond

business and job creation by improving the community in other forms as well. These include:

e Increasing the knowledge and skills of people living in the incubator’s area, not necessarily
only those of the actual clients.

This can be achieved through incubators running training programs and partnership activities, of
which the Tiruchiarappalli Regional Engineering College — Science & Technology Entrepreneurs
Park (TREC-STEP, www.trecstep.com) is a good example, having reached more than 15,000 people

with such initiatives.

¢ Increasing the tax generation, which contributes to the local government’s ability to improve

the community’s standard of living.

Incubators can accomplish this through the direct and indirect taxes they pay, or much more
commonly through the taxes paid by the businesses they help launch. More than half of the
business incubators that are part of infoDev’s Incubator Network state that their clients’ fiscal
contribution represents between 10% and 30% of their (the client’s) turnover and over 20% report
the percentage is higher than 30%. The report provides examples from Romania where clients of
the Business Incubator Centre Baia Mare paid more than 100,000 Euros in 2005 in taxes, and from
Armenia where Viasphere Technopark is one of the major taxpayers. NBIA estimates that for every
U.S. dollar of public operating subsidy provided to the incubator, incubatees and graduates of NBIA
member incubators generate approximately 30 USD in local tax revenue.'® NBIA also estimates that
84% of incubator graduates stay in the community where their incubator was located.”” This data
suggests that incubators provide important and sustained revenue to local governments. Figures 8

and 9 illustrate the significant gains these figures represent for local communities.

16 Source: National Business Incubation Association, Business Incubation FAQ:
http://www.nbia.org/resource_library/fag/index.php

7 1dem
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84%

Figure 9 — Public Investment Returns*’

e Assisting the advancement of commonly marginalized social groups or groups that tend to

remain outside the innovation and entrepreneurship eco-system as shown by Figure 10.

The important role incubators play is not to be neglected in this regard. Some of the most
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relevant incubator examples include: the TWBI which focuses on women-owned businesses; the
Parquesoft Program in Colombia, in which more than 50% of the initial clients were members of

low socio-economic classes; and INEFOP in Angola, which works with businesses that manufacture

8 1dem

9 1dem
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decorative household items out of recycled paper. Businesses participating in INEFOP have the
potential to create jobs for women throughout the value chain, from those who collect used paper

to those who manage the pulp, design, manufacturing and retailing of the paper.

Portion of new jobs created within the following groups in society
(n=37)
0% 20% 40% 60% 80% 0% 20% 40% 60% 80%
| ] ] | | | | | | ]
T T T T T T T T T T
Women Rural
Youth
(<= 30 years of age) lleterate or poorly
educated
Eiderly Critically ill
Poor Disabled
Unemployed or Post-conflict
underemployed
0% 20% 40% 60% 80% 0% 20% 40% 60% 80%
| ] ] | | | | | | ]
T T T T I T T T T T
. None 1-10% . 11-25% . 26 - 50% . 51-75% . >75% . Don't know/can't say

Figure 10 - Proportion of New Jobs Created by infoDev Grantees per Social Group*

When looking at the long-term return on investment:
e Incubators have a broader long-term return on investment through the enabling environment

they create due to their involvement in:
o Brokering relationships between entrepreneurs and financiers;

o Advocating policy and regulatory change on behalf of their entrepreneurs; and

2 1dem
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o Promoting entrepreneur success stories, raising the awareness of entrepreneurship and

cultural acceptance of calculated risk-taking.

Incubators are a core part of the innovation and entrepreneurship value chain as they can be a source

of:
o Pooled lower risk start-up investment opportunities for financiers;

o Clients for technology parks and providers of innovative products / services for larger

companies; and

o Providers of information for policymakers regarding barriers to entrepreneurship and small

business development and growth.

Incubators can have an important impact on local commercial and private real estate markets through
the growth of their graduates. Graduated incubatees will build, purchase, or rent space when they
move out of an incubator, providing new investment in the local market. Given that the likelihood of
an incubated firm’s success is much higher than that of a non-incubated firm, around 87%** of firms
are still in business after 4 years in comparison to 44%?? for non-incubated firms, landlords and/or
lending institutions are able to rent and/ or lend with less risk as well, which provides stability in the

marketplace.

Additionally, the added value of incubators from an incubatee and local community perspective is
hugely significant when one considers that incubators foster new companies through incubation
services as well as influence local and regional community renewal. These benefits should be

emphasized when pursuing financial support for the incubator from public and private sectors.

One of the main strengths of business incubators is that they can be successful in a variety of social
and economic contexts. Given their ability to aid companies that have specific needs, incubators
are versatile enough to fit in most business environments, from the typical suburban Science and
Technology Parks to inner city settings or even a rural context. For example, rural-based incubators
may support companies dedicated to agribusiness and food technologies, while inner city incubators
may serve disadvantaged communities by helping entrepreneurs start businesses that are not capital
or technology intensive, but contribute to creating employment and wealth. The fundamental benefits

of business incubation remain unaltered regardless of where the incubator is located.

2! Source: Molnar, Lawrence A., Donald R. Grimes, Jack Edelstein, Rocco De Pietro, Hugh Sherman, Dinah Adkins and Lou Tornatzky
(1997) - Business Incubation Works, NBIA Publications, Athens, Ohio

2 source: U.S. Small Business Administration, “Frequently Asked Questions” - www.sba.gov/advo
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When considering the end beneficiary of business incubators, such as the incubated businesses
(incubatees), the added value brought by incubators includes reduced costs for office rent,
telecommunications, supplies, office equipment, and basic services. The incubatees can also in many
cases rely upon incubator support staff with expertise in accounting, marketing, human resource
management, and strategic planning. This expertise is particularly beneficial to newly established
firms. In addition to the direct services incubators offer their incubatees, incubators can sometimes
provide access to finance and business professionals at a reduced cost. Such access lowers the financial

burden on the incubatee and improves its chances for success.

Additionally, incubators have the ability to encourage and influence the strategic position of their
clients through the services they offer. Services such as business consulting and one-on-one mentoring
sessions can help incubatees to change their mental paradigms, strategically position their value-
offerings, and streamline their business. Partly due to the benefits brought about by these services,
incubatees have an 85% survival rate after leaving an incubator (the NBIA and US Small Business
Administration estimates this number at 87% in the US)?* versus a mere 47%** without incubator

support. There is anecdotal evidence this rate is substantially lower in developing countries.

Figure 11 summarizes the critical support business incubators provide to their incubatees from idea
generation through to graduation. This added value stimulates the growth process and allows start-ups

to become stable and healthy companies much faster than without the incubation process.

2 1dem
* source: Wiggins, Joel and Gibson, David V. (2003) Overview of US incubators and the case of the Austin Technology Incubator -

Int. J. Entrepreneurship and Innovation Management, Vol. 3, Nos. 1/2, 2003
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Liaising with external resources to achieve:

Innovation Driven

_ New Business _
.. Growth st

When referring to the success of businesses incubation, it is worth mentioning that typically recently
graduated enterprises in infoDev’s network have 10-15 employees and an annual turnover of around
300,000 USD depending on the local environment.

Examples of client success stories are available on the iDISC:

http://www.idisc.net/en/SuccessStories.html, while others have been summarized by Table 2.

» Adapted from: infoDev material — original author unknown.
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PRODUCT

Energy, Environment and Sanitation Company Limited (ESSCO Ltd), in Kigali, Rwanda,
produces and sells institutional cooking stoves fuelled by biogas. The low carbon stoves
were developed by the Kigali Institute of Science and Technology (KIST), and were
brought to market by two Rwandan entrepreneurs. In Rwanda, wood accounts for
about 90%of household energy consumption. Burning wood emits carbon dioxide, and
growing trees absorb it. However, once a tree is cut down for fire wood, it takes several
years for a new one to grow to the same carbon absorption level. The collection of fire
wood also causes soil erosion, leading to a further adverse impact on the environment
and on the livelihoods of the poor. To preserve the environment, the government of
Rwanda has, therefore, placed strict limits on deforestation. Thus, the biogas cooking
stove is of immediate value for consumers, the protection of the environment, and
future generations. As of December 2008, ESSCO’s stoves had been on the market
for a year and a half, and the company was already earning a small profit. ESSCO was
incubated by the KIST Business Incubator. The founders were an engineering professor

and a graduate student.

BUSINESS MODEL

Expertron, in Pretoria, South Africa, facilitates easy access to prepaid electricity for lower

income consumers. When prepaid electricity was introduced in South Africa, municipal
cashiers handled sales of prepaid vouchers. Due to the low volume of purchase points,
many customers had to travel long distances and stand in long queues to purchase their
electricity. As the customers could only afford small amounts of electricity at a time,
many had to make the trip several times per month, resulting in a very high cost of
electricity for the consumer, and an increase in theft of electricity. Expertron developed
a cell-phone vending system to improve service delivery and simultaneously create jobs,
by involving people from the community in the process of selling electricity. The system
uses standard GSM mobile telephones as affordable point-of-sale (POS) devices to sell
and distribute prepaid electricity tokens/vouchers. Any individual having a mobile phone
and sufficient funds to purchase prepaid “electricity stock” may become a vendor, and
earns a commission on his sales. Today, Expertron has an annual turnover of 630,000

USD. Expertron was incubated by the Maxum Business Incubator at Innovation Hub

Science Park. The founders were three post-graduates in electronic engineering.
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Kharpchelo, in Kharkov, in the Ukraine, sells honey and beeswax production equipment

to beekeepers. Leveraging the founder’s background in engineering, Kharpchelo has
found a way to improve on production technology imported from Russia to develop
PRODUCTION production equipment that consistently produces high quality honey. Kharpchelo
reached 400,000 USD in annual revenues in 2008, and employed 20 permanent and 40
seasonal employees. Kharpchelo was incubated by the Kharkov Business Incubator. The

founder was an aircraft engineer.

Table 2 — infoDev Grantees Client Success Stories?®

Section 1.1.3: The History of Business Incubation

Business incubation is a young industry. If we look up “Business Incubation” on Wikipedia, it is
mentioned that its origins began in New York State, United States of America, in 1959 with the Batavia
Industrial Center.?” More accurately, the Batavia Industrial Center was the first business incubator set
up, if we refer to today’s common understanding of a business incubator. However, if we consider
“systematic” approaches driving business incubators’ operations, these probably came in to being
in the 1970s or early 1980s. Since then, business incubation has grown and spread throughout the
world. Incubators began to offer a greater range of services and provide more in-depth support to
their incubatees. Table 3 illustrates three generations of incubators based on the advancement of their
services. As shown in the table, business incubators became more service oriented and proactive over
time. When looking at this table, one should keep in mind that the relevance of different generations
of incubators depends on the area and purpose of the specific incubator. Hence, the table does not
mean to suggest that only 3rd Generation incubators should operate today. On the contrary, 2nd

Generation incubators can still be successful.

%6 Source: M. A. Khalil, E. Olafsen, Enabling Innovative Entrepreneurship through Business Incubation. Available at: http://
siteresources.worldbank.org/INFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/Resources/ChapterKhalil_Olafsen.pdf.
%7 Source: National Business Incubation Association, The History of Business Incubation:

http://www.nbia.org/resource_library/history/index.php
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« Office rental and shared office services
1ST GENERATION
* Reactive business support

¢ 1st and 2nd Generation Services plus

¢ In-house debt/ equity finance for clients
3RD GENERATION ¢ Channels to external financiers
¢ Partnering with other businesses in order to achieve critical mass for procurement

contracts, products, and services

Table 3 — Three Generations of Incubators®®

Key Figures Today

Incubation is a global industry that is on the rise. As of 2009, the NBIA estimates that there are
approximately 7,000 business incubators around the world.”® This means that there is roughly one
incubator for every 1 million people on the planet. There are two or more incubators in 70 countries
worldwide as well as 60 national or regional business incubator associations. Figure 12 illustrates the

distribution of incubators worldwide.*°

Figure 12 — Geographic Distribution of Incubators®’

More important than their geographical distribution, it is essential to highlight the fact that incubators
can be of different types, such as mixed-use, technology focused, and virtual, as discussed in depth in

Module 2 of the training program on business incubator models.

%8 Source: United Kingdom Business Incubation, Highlight Overview of Incubation Industry - http://www.ukbi.co.uk

29 Source: National Business Incubation Association, Business Incubation FAQ:
http://www.nbia.org/resource_library/fag/index.php

30 Note: “Western Europe” is to be understood as the 15 Member States that joined the EU before 2004. “Eastern Europe” is to be
understood as the 12 Member States that joined the EU in 2004 and 2007.

31 source: infoDev — Network Directory: http://idisc.net/en/IncubatorsMap.aspx.
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Diverse business models (Distribution in the Global Network) \
University- NGO Government Private Technology All models can be effective, but
Based Sector Park eachrequires a different
approach...
19 29 11 6 7

Each model has a different set of
Diverse objectives: expectations - an incubator

— cannot be all things to all people...
* Commercialize ideas/research

* Generate employment An incubator can be self-

* Empower the poor sustainable, but is rarely

* Spur innovation profitable...

« Create exportrevenues

+ Get young graduates to create their own business Entrepreneurial committed

+ Develop a new sector/increase competitiveness of a sector kz:’;"’””‘ key to success in all
models...

Varied social and financial returns:

High

Investment)

Low

FROI (Financial Return on
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Figure 13 — Incubator Business Models*’
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32 Note: Social and financial returns refer to Social Return on Investment (SROI), i.e. an approach to understanding and managing
the social impacts of the investments made in an incubator (e.g. job creation, integration of minorities...). It can be used by the
incubators’ stakeholder to measure if the social impact of the incubator meets their expectations and legitimate the investment

made in the incubator
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Section 1.2: Business Incubation Key Terms

As with all professional communities, the business incubation community has a set of terms that are
common and must be understood in order to be a successful incubator manager. It is also necessary to
have a firm understanding of the most common terms in order to continue with the remaining training

modules of this training program.

This section will examine the core terminology of business incubation, providing definitions for each

term and different aspect.

Anchor Tenant

An incubator tenant that is not an incubatee.** It is normally an established company

that adds credibility to the incubator through its association with it, collaborating with

incubatees and providing regular rental income.

Angel Investor

Typically a high net worth successful individual** who generally makes private equity
investments in early stage companies. These investors operate either alone or in informal or
formal groups/ networks. They typically provide lower and more flexible investments than

venture capitalists and may open their networks, mentoring and coaching opportunities to

companies they invest in.

Business Incubation

A public and/or private, entrepreneurial, economic and social development process
designed to nurture entrepreneurs with business ideas and start-up companies and,

through a comprehensive business support program, help them establish and accelerate

their growth and success.*

33 Source: infoDev, Business Incubation: Definitions and commonly used terms - http://www.idisc.net/en/Article.38688.html

3 Idem

35 Source: SPICA Directory Online - http://www.spica-directory.net/definitions/ - Please note that the 10th International Summit of
Business Incubation Associations (Global Summit of the Global Network on Business Incubation) held in New Delhi, India, October
20, 2004 agreed on a simplified definition that can be used additionally: To support a simple model of the global incubation
community recognizing business incubation environments and processes it is agreed to revise the current ‘Global’ definitions of

business incubation to 3 simpler, more generic and inclusive definitions.
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Business Incubator

A physical space or facility that accommodates a business incubation process.=®

Business Model

The mechanism by which a business intends to generate revenue and profits (also called a

business design).’’

Enabled Environment

The positive “space” an incubator creates for its clients by lowering costs, increasing

TRAINEE MANUAL

opportunities, providing access to partners and offering services. This allows firms to focus

on establishing and growing their businesses and reaching their full potential.

(%)

Entry/ Selection

The process of joining an incubator. Good practice suggests that selection criteria should be
applied to start-ups interested in joining an incubator. The selection criteria must take into

account the objectives of the incubator, and the outputs against which it will be measured.

Exit

The process by which a client leaves the incubator without graduating.®

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

3 Source: SPICA Directory Online - http://www.spica-directory.net/definitions/ - Please note that the 10th International Summit of
Business Incubation Associations (Global Summit of the Global Network on Business Incubation) held in New Delhi, India, October
20, 2004 agreed on a simplified definition that can be used additionally: To support a simple model of the global incubation
community recognizing business incubation environments and processes it is agreed to revise the current ‘Global’ definitions of
business incubation to 3 simpler, more generic and inclusive definitions.

37 Source: infoDev, Business Incubation, Definitions and commonly used terms - http://www.idisc.net/en/Article.38688.html

3% Source: infoDev, Business Incubation: Definitions and commonly used terms - http://www.idisc.net/en/Article.38688.html
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Exit (investment industry)

The event at which an investor cashes in an investment and realizes his/ her return. This
usually takes place during an Initial Public Offering (IPO) or a Trade Sale.* It refers to the
investor selling their investment in a company through one or several means such as an

IPO, Shareholders’ buyback, or trade sale of the company.

Graduate

A client who has successfully completed the business incubation program“’and has reached

financial sustainability.

Growth Space for Post Incubation

Accommodation made available for graduates* whose businesses successfully grow

beyond the start-up stage.

Hot-Desking

Rental of desk and sometimes including on-line PC, on a flexible, short-term or even hourly
basis.*’ It is the provision of desk space, incorporating telephone and Internet access, in

an open-plan environment sometimes including meeting spaces and reception services.

Incubatee

The client part of the incubation process (resident or non-resident)* and may participate

in the process on or off site.

3 Idem
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Mixed-Use Incubator

Accommodates incubatees in a variety of fields, often linked with the overall regional or

national competitiveness strategy of the country or region in which it is based.

Non-resident Client

A client not located in the incubator building, sometimes called an “affiliate client”,** or an

“off-site client” or commonly a virtual client. The client is still able to access many of the

support features provided by the incubator.

Outreach Business Incubation

TRAINEE MANUAL

Business incubation with clients not located in the incubator.* This implies that incubation

services are delivered to non-resident clients or ‘out-of-wall’ clients. It combines traditional

incubation space and services with virtual services offered to both on-site tenants and off-
site clients. With outreach incubation, there is a very strong physical element to the virtual

incubation service. The business incubator manager meets with the client face-to-face and

the business incubation process is facilitated using virtual incubation tools.

Physical Business Incubation

Business incubation with clients accommodated in the business incubation environment’s
building.* These services can include tailored facilities with Internet connection, video

conferencing and laboratories, as well as business support services including mentoring,

networking, peer-to-peer learning and training.

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES
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Resident Client

A client who is part of the incubation process and is renting accommodation in the

incubator, sometimes called a “tenant”*’ or an “on-site client”.

Tele Center

A community facility where people learn how to use technologies such as computers and

the Internet.*

Trade Sale

The sale of a company’s shares to another company, often one in the same industry sector.

Virtual Business Incubation

On-line business incubation. Sometimes, the term is used to refer to what is called

“outreach business incubation”.*

47 1dem
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COMPONENT CONCLUSIONS

This component provides the foundation to understanding incubation. It explains how incubation has
grown over the years, what services incubators offer their incubatees and when those services are
most appropriate. This component also provides an overview of the terms and definitions that are a
part of incubation jargon and illustrates how incubators can provide added value to their incubatees

and their communities.

This is an overview of the incubation process that aims to familiarize trainees with incubation based
upon internationally accepted standards and definitions. Completing this component provides the
trainee with the knowledge and competencies required to proceed with Component 2 and the other
training modules of the training program in order to gain a more in-depth understanding of incubator

management.

TRAINEE MANUAL
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COMPONENT INDEX

Section 2.1: Principles and Elements of Business Incubation
Section 2.1.1: The Importance of Entrepreneurship
Section 2.1.2 Key Principles and Elements of Business Incubation
Section 2.1.3: An Enabled Environment

Section 2.2: Good Business Incubation Practices
Section 2.2.1: Good Practices
Section 2.2.2: Phases of Incubator Development

COMPONENT OBJECTIVES

This component is designed to provide the trainee with an overview of the key principles and good

practices of business incubation.

After completing this component, trainees should have a general understanding of the principles and
elements of business incubation, how incubators can provide an enabling environment, good business

incubation practices, as well as how incubators develop into a mature incubator.
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Section 2.1: Principles and Elements of Business
Incubation

Managing an incubator is a demanding job. In order to be successful at establishing an effective and
sustainable incubator, there are several key principles and elements of incubation management that

should be applied. These principles and elements are discussed within this section.

Section 2.1.1: The Importance of Entrepreneurship
The term entrepreneurship has a wide range of meanings. Many of them can be found with a simple

Google search.

The Global Entrepreneurship Monitor (GEM) identified two types of entrepreneurs: Firstly, there is
the necessity entrepreneur (NE), who is a person who started a business because he/ she “has no
better choices for work”. GEM distinguishes the NE from an opportunity entrepreneur (OE), who has
started a business to take advantage of a business opportunity. This distinction is important because
it determines the primary motive for participating in the start-up, whether they are willing volunteers

(OE) or feel they are “forced’ into creating a new business (NE).

Economic growth and necessity entrepreneurship (NE) are closely and positively linked.*° The necessity
entrepreneur is someone who never considers starting or owning a business until there is no other
option.”* The more generous the welfare system is, the lower the rate of necessity entrepreneurship.
In a developed nation such as Australia or New Zealand, generous welfare benefits may result in an
unemployed person choosing to enjoy a greater amount of leisure time rather than work, commonly
referred to as the labor/ leisure trade off. This however is not the case in many developing countries,

where (welfare) systems are often less generous.

Additionally, the higher the proportion of the adult population with pension provisions, the lower the
rate of NEs. Developed countries rely on pension systems to provide for individuals when they become
inactive in the labor market due to old age. This creates an additional incentive to work in order to
raise total lifetime income from work related sources, especially in those countries such as South Africa
where there is a non-provision of state funded pensions. Similarly, where barriers to market entry
by new businesses are high, the rate of necessity entrepreneurship will be low. Entry barriers in the

economic sense refer to potential obstacles that operate to discourage entry.

0 source: Frederick, H (2004) Toward High Growth Enterprise in New Zealand, The Unitec Global Entrepreneurship Monitor New
Zealand 2003/4, Research Report Series, Vol 3, No.1.

°1 source: Kroll, L (2003) The Accidental Entrepreneur. Forbes, Volume. 171 Issue 10, p. 90.
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Since there is a direct correlation between NE and economic growth, and that high growth is achieved
by raising the necessity rate (GEM 2002), it is important to develop the escalation of NE. Moreover, it
is equally important to foster higher levels of OE, as these enterprises are more likely to scale up and
grow than NE enterprises. This may include interventions (such as business incubation) that aim at
assisting NEs to become more opportunity oriented, with particular reference to the informal sector
(unregistered businesses) necessity entrepreneurs and support for OEs to scale up and grow. This
will and does include the promotion of knowledge and information flow to start-ups, highlighting
issues such as entrepreneurial capacity (skills, motivation), entrepreneurial opportunity, business
churning, market replication, market creation, financial support, access to physical infrastructure and

commercial infrastructure.

Austrian economist Joseph Schumpeter considered entrepreneurship as an emphasis on innovation
and new products, new production methods, new markets and new forms of organization. Many
people use the term ‘entrepreneur’ to encompass any small business owner. While entrepreneurial
ventures and small businesses have many aspects in common, this overlooks important differences.
Entrepreneurial ventures are more likely to create wealth as opposed to simply generating income
for the owner. They are far more likely to grow and to grow faster than other business ventures and
involve higher levels of risk and substantial innovation. As Peter F Drucker noted in ‘Innovation and
Entrepreneurship’, “innovation is the specific tool of entrepreneurs, the means by which they exploit

change as an opportunity for a different business or a different service”.

Entrepreneurship is an important driver of our local, national and global economies. Entrepreneurially
minded individuals who start small businesses create jobs and wealth. They lead industry sectors

through their spirit that encourages innovation.

As an incubator manager, you have the ability to promote an entrepreneurial culture that can maximize
economic and social success on a local, national and global level. Your role as an incubator manager

also requires an entrepreneurial spirit.
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It is generally agreed that the following five characteristics are what entrepreneurial

spirit is all about:*

e Technical Preparation;
* Business and Management Skills;

e The capacity to use resources and information to take advantage of business

opportunities;
(and more specifically for individuals)

e Personal characteristics including genuine passion, flexibility and hard working

values; and

e Interpersonal skills to understand social impact of business development.

By having an entrepreneurial spirit and applying the key principles and elements discussed in the
following section, you will be better able to create the necessary entrepreneurial environment and

setting for incubated business owners.

Section 2.1.2: Key Principles and Elements of Business Incubation

Incubators, besides guiding the process of incubation, are also business-like organizations themselves
and, as such, they must be run with an entrepreneurial mindset and follow proper business practices.
The following principles and elements provide guidelines that will help an incubator manager be

successful in balancing the incubator’s double-role as a business enabler and as a business in itself.

52 Source: Hernandez-Gantes, V. M. (1996) Fostering Entrepreneurship through Business Incubation: The Role and Prospects of
Postsecondary Vocational-Technical Education. Report 1: Survey of Business Incubator Clients and Managers, National Center for

Research in Vocational Education, Berkeley, CA.
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Key Principles of Business Incubation:**

1. Realize the incubator itself is a dynamic model of a sustainable and efficient
business operation, and must be managed as a business-like organization.

An incubator cannot prepare its clients for success and have a lasting impact if it does
not succeed. Incubators must operate as businesses with a strong focus on succeeding

as one.

2. Focus the energy and resources of the incubator on assisting companies throughout
their growth process, thereby maximizing the companies’ chances of success and
their positive impact on the community’s economy.

Incubators should devote their services to those companies most in need of their

support and most-likely to succeed as a result of that support.

3. Develop a sophisticated range of services and programs directed at companies
according to their needs and stage of development.

Incubators are only as good as the services they can provide their clients. Developing

TRAINEE MANUAL

targeted and effective services which can be utilized by incubatees at various stages of

development is critical.

4. Develop a network that the incubator can rely on.

An incubator is not a standalone business that has all the required competencies and
capacities ‘in-house’. It needs to involve the community and gain the support of their
area’s stakeholders. Collaboration and integration are a critical success factor. For
example, incubators need to refer to external sources of support in different expertise

areas such as for mentors for instance.

Elements of Incubation

There are several elements of incubation that are critical to achieving a successful incubator. Some
of these have already been covered in Component 1, although you will find them presented again in
more detail. Trainees should keep in mind that these elements should be considered and adjusted to

fit well within the incubator’s operations.

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

o3 Originally published in Growing New Ventures, Creating New Jobs: Principles and Practices of Business Incubation, Mark P. Rice
and Jana B. Matthews , 1995 and adapted from infoDev’s principles and the NBIA’s Principles available at:

https://www.nbia.org/resource_library/best_practices/index.php
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Entry/ Selection and Exit/ Graduation
The process of incubation consumes resources, time and energy. As such, incubators must carefully
select which start-ups are accepted as incubatees. Incubators should select start-ups that will benefit

from as well as meet the objectives and criteria of the incubator.

As incubation is about guiding incubatees from the idea stage to the graduation stage, incubatees
should be selected with clear intent, understanding and belief that their business will grow and flourish
as a result of incubation and ultimately graduate from the incubator. Incubatee profiles may vary
significantly according to the selection criteria of the incubator, but successful graduation is always
the common goal of not-for-profit incubators. Therefore, it is important to define an initial road map
towards successful graduation and to select those start-ups willing and able, with the incubator’s
support, to reach this goal. The incubation process should be tailor-made for each client, taking into
account the different sectors and markets in which these companies operate, since companies in

different areas of business are likely to have different growth rates.

Post-incubation space should also be considered, in order to provide the opportunity for successful
incubatees to remain affiliated with the incubator community that nurtured their growth. Providing
post-incubation space also allows undergraduate incubatees to interact with experienced and

successful firms, in the same or similar industries.

Figure 14 illustrates the process of incubation, with an emphasis on entry and graduation, as the

beginning and end points of the process.

Figure 14 — The Incubation Process with Entry and Graduation Emphasized™

It is important to note that the entry/ selection and exit/ graduation process discussed mainly applies
to not-for-profit incubators. For-profit incubators do not focus on graduating incubatees. They normally

prefer to take a stake in the incubatee with the intent to build a portfolio of successful companies.

Outreach and Virtual Services
These elements are studied in depth as part of Module 11 of the training program, which focuses
on “Setting-up Virtual services”, nevertheless, an introduction to the concepts will be helpful in this

section.

54 Source: infoDev - A brief introduction to business incubation: www.idisc.net/en/DocumentArticle.38685.html
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Some incubators, like Busylnternet, in Ghana (www.busyinternet.com), combine traditional business
incubation services with outreach and virtual services provided by the incubator. This permits more
individuals to take advantage of the services while also enabling the incubator to generate additional
income and develop a stronger reputation in the community without providing more on-site offices

for incubatees.

Where entrepreneurial activity is high, outreach and virtual services can be particularly effective.
Outreach and virtual services provide entrepreneurs with an opportunity to benefit from incubator
support at a minimal cost to the entrepreneur and the incubator. Entrepreneurs can benefit from
access to hot-desking, business support services and information and communication technology.
They can also benefit from the networking activities that take place through the incubator’s outreach

services.

Additionally, in isolated areas, virtual services may be the most effective way of reaching clients, as the

Internet can quickly reach incubatees located many hours away by car.

Nevertheless, virtual services can never replace the benefits obtained from person-to-person
interaction provided by a traditional incubator. The in person support that a tenant incubatee receives
is much more efficient. Incubator personnel can respond more effectively and in real-time to the
incubatees’ needs. The tenant incubatee also benefits from the networking and knowledge gained

from social interactions with other incubatees and business professionals at the incubator.

Linkages
Business incubators rely upon the connections their incubatees can establish, as the connections can
result in new revenue streams, partnerships, or ideas that may prove financially successful. Incubators

should make an effort to connect incubatees with individuals pertaining to the following groups:

e Other public and private business service providers, such as lawyers, accountants, and
marketing experts — These individuals may be able to provide services to incubatees that
are outside the incubator’s capabilities, adding layers of business support to the incubator’s

operations.

e Universities, technical centers and research institutions — These organizations can offer services,
access to intellectual capital, and new technologies. Matching these organizations with incubatees

can result in new business ventures and partnerships.

® Government agencies — These agencies are in a position to support incubation and help improve
the incubation environment through funding. Funds can be donated, offered as subsidies, or
granted as a consequence of the national policy. These agencies can also become potential clients

of incubatees.

¢ Financiers, including angel investors, banks and venture capitalists — These organizations and
individuals are vital to incubatees. For most companies, there is a time in their existence when
an injection of capital will be required, and being on good terms with financiers and investors will

assist in overcoming that obstacle.
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e Local service providers — Incubators can forge strong bonds with local service providers. The
service providers can fill gaps in services that the incubator cannot offer. In many cases, these firms

can be persuaded to offer group discounts to incubatees if a critical mass is reached.

e Private sector mentors, including entrepreneurs, multinational firms, and others — Mentors will
provide incubatees with additional networks and guidance regarding aspects such as operations,
markets, and expansion, among others. Mentors can also be matched with incubatees operating
in similar industries or sectors. Mentors may be able to offer specialist advice or support that the

incubator staff is not prepared to provide.

Figure 15 shows the process of establishing linkages for incubatees, with the incubator serving as
an intermediary in the first contact and then facilitating direct connections between incubatees and

outside agents.
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Figure 15 — Establishing Working Linkages for Incubatees*”

%5 Source: infoDev - A brief introduction to business incubation: www.idisc.net/en/DocumentArticle.38685.html
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Access to Finance

In most cases, capital is a critical issue for incubatees. Therefore, incubators must address this issue
by providing access to sources of finance. Some banks and financial institutions are risk averse and
unwilling to provide venture capital or loans. This can be particularly problematic in developing
economies, which often have fewer options in terms of access to capital, especially if the capital
markets are under or poorly developed. Incubators, therefore, need to serve as the link between their

incubatees and potential sources of capital.

Given the difficulty that incubatees face in trying to secure funding, incubators must reach out to
sources in larger economies, international donors, and others to locate and secure appropriate
funding for their incubatees. This proactive step is critical for incubation and is a key element to
support business growth, since for most businesses it is hard to succeed without the appropriate
funding. How incubators may facilitate access to finance for incubatees is the subject of Module 9 of

the training program, “Deals and Financing for Incubator Clients”.

Business Support

Incubators provide key support services to their incubatees, which help the incubatees to focus their
efforts on developing a competitive advantage within the market. The support services incubators
offer may go beyond generic business support services towards specialty services and access to

industry specific networks.

Efficient and effective delivery of business support services by an incubator enhances the chances of
an incubatees’ success. This is the rationale for the incubators’ existence. Therefore, incubators must
tailor their services to fit the incubatees’ needs, if possible offering the services at below market rates

to reduce the cost of start-up.

If the incubator cannot offer all the services its incubatees may require at a given time, then the
incubator should develop relationships and partnerships with regional and local service providers that
are able to meet these needs. The incubator management team must continuously assess and meet
the individual needs of incubatees, as this is crucial to the success of the incubation process. The
business support services offered by business incubators to their clients are studied in greater detail
in both Module 3 and Module 6 of the training program, “Planning an Incubator” and “Managing the

Incubator”, respectively.

Section 2.1.3: An Enabling Environment

Business incubators can serve as a business enabling environment within the community by helping
their incubatees overcome obstacles and become successful, as well as by positively influencing
stakeholder groups and policy makers who can bring about appropriate changes to the business

environment.

The following are some of the ways incubators can establish an enabling environment that assists

incubatees, as well as relevant stakeholder groups and policy makers.
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Incubatees

e Helping to change the local culture, increasing entrepreneurial and economic growth by
promoting local business growth and producing successful role models.

Incubators can bring a new way of thinking to communities by providing role models for
entrepreneurial successinthe form of successful entrepreneurs. Incubators also offer entrepreneurs

the tools they need to succeed.

e Improving social capital*®, trust and fostering innovation and entrepreneurship, by creating
cross sector linkages and Public-Private Partnership arrangements.

Incubators bring companies and individuals together through networking. Connecting professionals
from different sectors can establish trust between different firms and create innovative thinking by
exploring fresh perspectives. Incubators also facilitate cooperation between their incubatees and
public entities, with the aim of securing public funds as well as support for incubatees. Incubatees
whose work is closely aligned with the government’s priorities, such as those in incubators
supporting green energy technology based start-ups, are usually in a better position to receive

support.

e Providing a dynamic learning environment to foster innovation, entrepreneurship and
technology transfer.

Incubators have the flexibility and opportunities to position themselves at the forefront of
innovation, entrepreneurship, and technology transfer. From their experience and that of their
tenant companies, they can apply the lessons they have learned to become even better enabling

environments.

® Reducing costs by joint procurement.
Incubators are able to aggregate orders and hence procure goods and services at a lower cost for
their clients. Discounts will help incubatees who have limited financial resources to support their

early phases of product or service development.

¢ Providing access to reliable energy providers with a backup generator if necessary.

Incubators must ensure that business operations are not shut down due to unreliable energy
sources. Loss of power can cause major IT problems and potentially ruin hardware or harm other
production processes. A reliable provider of electrical power can overcome this problem, while a

generator can ensure that a constant source will be available regardless of external factors.

e Assisting incubatees to navigate through regulatory environments, thereby reducing their
compliance costs and the lengthy time requirement.

Incubators can provide information to incubatees on achieving regulatory compliance. In this
regard, incubators can help incubatees develop good relationships with government officials,
ensuring that all administrative and bureaucratic requirements are met and hence freeing up their

time for them to concentrate on developing their businesses.

%6 Social capital is a sociological concept, which refers to connections within and between social networks. More information at

http://en.wikipedia.org/wiki/Social_capital
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An enabling environment for incubates can help to:

e Change the local culture, increasing entrepreneurial and economic growth;

* Improve social capital and trust, and foster innovation and entrepreneurship;

* Provide a dynamic learning environment to foster innovation, entrepreneurship, and

technology transfer;

e Reduce costs by joint procurement;

* Provide access to reliable energy providers with a backup generator if necessary; and

* Assist incubatees to navigate through regulatory environments, thereby reducing

their compliance costs and the necessary time requirement.

TRAINEE MANUAL
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Relevant Stakeholder Groups

e Serving as a test bed for stakeholders and policymakers interested in new ways of growing,
regulating and/or supporting businesses.

In this capacity, incubators provide policymakers with the chance to experiment with new ideas
and incentives. Successfully tested programs can later be duplicated to enable more incubates and

small businesses to benefit through new mechanisms of support.

e Acting as effective advocates for increased awareness of business and regulatory change, as
well as lobbying for the lowering of barriers to business.

Incubator staff closely follow both the successes and failures of small companies. This close
relationship between the incubator and small businesses gives the incubator a unique vantage
point. As such, the incubator can provide accurate, fact-based accounts of the difficulties start-
ups encounter, make proposals and raise specific issues which could be impeding incubatee
development to policymakers, in order to foster business growth. This close relationship will be
extremely useful to overcome barriers that client companies face such as, for example, a lack of

local funding and complex bureaucratic processes hindering start-up activity.
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In summary, an enabling environment for stakeholders can:

1. Serve as a test bed for stakeholders and policymakers interested in new ways of

growing, regulating, and/or supporting businesses; and

2. Act as an effective means of advocacy for increased awareness of business and

regulatory change, as well as allow incubator staff to raise specific issues which are

impeding incubatee development with policymakers.
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Section 2.2: Good Business Incubation Practices

As incubation management can be a complex and challenging discipline, the following section
highlights good business incubation practices and the phases of a business incubator development.
The section provides references for managers looking for advice and guidance in order to follow

successful practices.

Section 2.2.1: Good Practices

infoDev has argued that there is no such thing as “Best Practices”, instead opting to use the term
“Good Practices” as practices are always improving and the point when they can be defined as “best”
is a moving target. Additionally, those practices that are relevant in some instances could be redundant

in others, and some are better used if adapted to particular circumstances.

Keeping in mind that good practices must be analyzed and adjusted to the local context, it is important
to gain an understanding of good practices in the business incubation industry. A firm understanding

of the following practices will better enable an incubator manager to establish a successful incubator:

1. Commit to the three key principles of business incubation, as presented earlier.
o Realize the incubator should be dynamic, sustainable, and an efficient business operation
that must be managed as such.
o Focus the energy and resources of the incubator on assisting companies through the
development process, thereby maximizing the companies’ chances of success and their
positive impact on the community’s economy.
o Develop a sophisticated range of services and programs directed at companies, according to

their needs and stage of development.

2. Obtain consensus on a mission that defines the incubator’s role in the community and develop
a strategic plan containing quantifiable objectives to achieve the mission.
Incubators should establish their mission and strategic plan early and consensually in order to

guide their growth and serve as a reference point during future strategic decisions.

3. Plan for financial sustainability by developing and implementing a realistic business plan.
Incubators must plan for financial success by outlining goals, revenue streams, expenditures,
and investments on a realistic basis and constantly monitoring these through established key

performance indicators.

4. Recruit and provide appropriate salaries (incentive based) to an incubator management team
and board of directors to ensure that they are capable of delivering the mission of the incubator

and have the ability to help companies grow.

5. Management is one of the most important key factors to a successful incubator.
An effective board can provide the incubator with guidance, suggestions, alternatives to current
strategy, and a vision for the future. In turn, managers that provide services, are ambassadors for

the incubator, and run its operations. Strong managers and directors with the skills necessary to
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run the incubator are essential. The management’s salaries should be structured to encourage
results and linked to the success of their incubatees. If the incubatees’ profitability improves the
management’s salaries should improve. Similarly, if the incubatees’ profitability decreases then the
management’s salaries should decrease as well. Prioritize management time to place the greatest
empbhasis on client assistance, including proactive advice and guidance that result in company
success as measured by wealth and job creation.

Incubator managers must work effectively on a variety of tasks. However, providing support to
incubatees is the most important task of the manager. Therefore, managers must spend most of

their time supporting the needs of their incubatees.

6. Develop the incubator’s facilities, resources, methods and tools to address the evolving needs
of each client.

An incubator’s facilities must match its incubatees’ needs as well as meet the incubator’s goals.
This means incubators must update their facilities, services, equipment, and human capacity to

meet the changing demands and needs of incubatees.

7. Seek to integrate the incubator program and activities into the fabric of the community and its
broader economic development goals and strategies.

Incubators cannot operate in a vacuum since partnerships with local stakeholders are required to
deliver high level services to their clients. Therefore, incubators should align their goals with those
of their local communities. This means nurturing relationships with local leaders and aligning the

incubator’s activities to the goals and strategies of the community.

8. Develop stakeholder support, including a resource network that helps the incubation
program’s incubatees and supports the incubator’s mission and operations.

By developing a network of stakeholders that are willing to support the incubator’s program in
some form, due to a variety of shared interests, the incubator will fulfill many of the service and

networking needs of its incubatees.

9. Maintain a management information system and collect statistics and other data necessary
for ongoing evaluation, thus improving the incubator’s effectiveness and allowing it to evolve
with the needs of the incubatees.”’

Incubators should constantly monitor their performance. To do so, managers should gather
information from their incubatees (financial, sales, employment, etc). The incubatees and the
incubator can be benchmarked, trends can be determined, comparisons can be made, and lessons

can be learned from collecting this data.

57 Source: National Business Incubation Association, Principles and Best Practices of Successful Business Incubation:

https://www.nbia.org/resource_library/best_practices/index.php
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Summary of key Good Business Incubation Practices:

1. Commit to the three key principles of business incubation.

2. Obtain consensus on the incubator’s mission and develop a strategic plan to achieve

its mission.

3. Plan for financial sustainability by developing and implementing a realistic business

plan.

4. Recruit and provide appropriate salaries to an incubator management team and

board of directors.

5. Prioritize management time to place the greatest emphasis on client assistance.

6. Develop the incubator’s facilities, resources, methods and tools to address the

evolving needs of each client.

7. Seek to integrate the incubator program and activities into the fabric of the

community and its broader economic development goals and strategies.

8. Develop stakeholder support.

9. Maintain a management information system for ongoing evaluation.

Section 2.2.2: Phases of Incubator Development

Business incubators, like the process of incubation itself, grow in a phased way. Incubator phases
are phases of development, rather than milestones on the path to completing a process. The three
phases, as described by the United Kingdom Business Incubation (UKBI), are the Foundation Phase,

Development Phase and Mature Incubation Phase.

Foundation Phase

This phase is comprised of those actions taken before an incubator is established. It includes planning,
feasibility studies, raising funds, marketing, relationship building, assembling the right management
team and board, and determining the legal structure. In this phase, the activities conducted and
decisions made will define the incubation environment, the effect the incubator can have on its

incubatees, and the effect the incubator can have on the local economy.

TRAINEE MANUAL
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Development Phase
This is a complex phase and encompasses many actions and stages. At the beginning of this phase,
incubators will focus on marketing, relationship building and reaching a critical mass of incubatees to

secure a positive cash flow.

After this phase is completed, incubators begin to operate beyond their immediate surroundings,
seeking to influence the outcomes and growth of a wider economic area. Incubators could be
concerned, for example, with the availability for grow-on space for graduating incubatees and other

related items.

This is potentially the time when many of the tax-incentives and subsidies, which the incubator may
have relied upon, will expire or decrease, requiring the incubator to ensure that its business model is

sustainable and that other forms of funding and/or revenue streams are available.

Mature Incubation Phase
Incubators in this phase seek to offer high quality and comprehensive incubation services, which
are flexible and sustainable. At this stage incubators have demonstrated their impact on the wider

economy through the successful graduation of incubatees.

Mature incubators will often specialize further than younger incubators, offering a wider range of
support services and training opportunities for incubatees. They will also link their alumni network
with current and future incubatees, which enable the incubator to become a reference point for

business networks and a platform for developing business relationships.
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COMPONENT CONCLUSIONS

This component provides trainees with an overview of the key principles and elements of business
incubation with an assessment on how an incubator can provide an enabling environment. Good
business incubation practices are presented in order to provide the trainees with key points that will
assist their effort to establish effective and successful incubators. It is suggested that the good practices
be analyzed and adjusted to the incubator’s local context. The component concludes with the different
phases of incubator development. The three phases are described in order to provide the trainees with

a basic understanding of the process an incubator may go through until it reaches maturity.

This component provides an insight into how to build a solid foundation towards business incubation
success. The trainees are provided with several points that must be understood and applied in order
to efficiently manage an incubator. The trainees can exploit this knowledge and determine which key
principles, elements, or good practices should become the focus for their incubator management team

in order to improve their incubators’ performance.
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Offering a Wide Variety of Services in Business
Incubation

Incubator Name: BusyInternet, Ghana

Sector: Information and Communication Technologies

This Case Study Examines: The range of services a single incubator can offer clients, depending on the
clients’ stage of incubation.

Date: July 2009

PART |

SUMMARY

Problem

How can an entrepreneur stimulate innovation in Ghana?

Solution
Establish an incubator that offers a wide range of services and business options, catering to start-ups

at all stages of business development.

PART Il

BACKGROUND

In Accra, there are very limited opportunities for entrepreneurs interested in starting new businesses.
As in many developing countries, the power sources are unreliable, access to computers as well as
Internet connections are scarce, and the basic infrastructures needed for daily business activity are

limited.

A Welsh entrepreneur saw these limitations as an opportunity to establish an incubator, BusyInternet,
in 2001. BusyInternet has the mission to generate innovation in Ghana at the same level the founder

experienced in New York and London.

Located in Accra, the incubator began operating in 2005 and grew quickly. The original vision called
for providing individuals with access to the technological facilities available elsewhere. As of 2008,
BusylInternet had successfully graduated 32 start-ups. The incubator achieves its success through a

wide variety of services, ranging from accommodation and hot desking to virtual services.
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Created by two local investment companies, Fidelity Capital Partners and Databank, and a Welsh
entrepreneur, Busylnternet employs 120 individuals and hosts 10 incubatees, 90,000 accounts, and
1,000 daily visitors.

Through providing the essential business environment necessary, Busylnternet has boosted social and

economic development and hosted many start-ups.

Services

BusylInternet offers a range of services from hot desks, a laptop lounge, cybercafé, and copy and
printing services to refreshments, legal counseling, and incubation. The services are all tailored
to the incubatees’ development stages. This combination of virtual and outreach services with
accommodation and more traditional incubation services is key to Busylnternet’s success, enabling

the incubator to serve a wide community of individual entrepreneurs and more established start-ups.

With support from infoDev, Busylnternet is quickly expanding. It has opened offices in Tema and

central Accra and offers such services as:
 ICT services
« Office space
e Linkages to financiers
e Business information
e Business management and development advisory services
e Incubation program for non-resident clients (outreach program)
e Incubation program for resident clients
* Mentoring/coaching
 Pre-incubation services
e Training in business management
e Facilitation of linkages between incubatees
* Networking events

» Referrals to business professionals

Other key features that distinguish the incubator include its monthly rental fees, which contrast
markedly with the normal Ghanaian practice of requiring a three year “advance fee”, and the access
to technology that Busylnternet provides its incubatees. Rather than being forced to pay cash for
essential working materials, such as a laptop, incubatees need only pay small fees for time used on the
computers. Finally, BusyInternet facilitates the process of business registration, clearing bureaucratic

hurdles and significantly reducing the time needed to register.
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Lessons Learned
BusyInternet is a unique incubator supplying Ghanaians with access, support, and resources to
innovate and grow their businesses. Its varying services enable the incubator to offer support to start-

ups, tenant incubatees, individual entrepreneurs, and Ghanaians of all business segments.

Its work has led to the successful graduation of 32 firms, 13 have been in operation for three or more
years. This demonstrates that the incubator has performed well and is capable of providing an enabled

environment for its incubatees.

Indeed, coming out of a military regime in Ghana, where employment was mandated and economic
activity was stagnant, Busylnternet has helped to shift the cultural paradigm. Today, individuals are

starting their own businesses, innovating and offering new services for local entrepreneurs.

BusyInternet has shown that by providing individuals with professional office space, dependable
utilities, ICT, and management support, it is possible to create an enabling environment that can spur
innovation, entrepreneurship, and growth, even in a country with a recent past marked by war and
poverty. In summary, these services allow an individual to transform a business idea into a thriving
modern business by eliminating many of the difficulties of starting businesses and allowing them to

concentrate on business growth rather than the logistical details.

TIMELINE OF EVENTS

* Busylnternet was founded in 2001 in Accra, Ghana.

e |ts operations began in 2005.

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

OUTCOME AND CONCLUSIONS

In a country where the basic infrastructure is virtually nonexistent for aspiring entrepreneurs,
BusylInternet has established a highly successful incubator. By providing a business environment
with a reliable power source, Internet and computer access, as well as a series of support services,
BusyInternet has given Ghanaian entrepreneurs hope and the ability to succeed in business.

It is a good example of providing varying degrees of services, from hot desking to accommodation
in order to support a large pool of business interests and business stages. Its success has been
considerable, as it enables individuals to start operations, grow steadily, and overcome the normal

hurdles an entrepreneur in Ghana may face when opening a business.
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PART Il

LINKS

* BusyInternet - http://www.busyinternet.com/

REFERENCES

e BusyInternet’s Business Incubator in Ghana | iDISC.net
http://www.idisc.net/en/Article.38728.html

e BusyInternet | iDISC.net
http://www.idisc.net/en/Incubator.2.html

Contact details:
E-mail: info(at)busyinternet.com
Telephone: +233 021-258800
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Creating an Enabled Environment

Incubator Name: Tianjin Women'’s Business Incubator (TWBI), China
Sector: Mixed-Portfolio

This Case Study Examines: An Enabled Environment

Date: July 2009

PART |

SUMMARY

Problem
A lack of opportunity for women-owned businesses. The businesses that are established by women

also have a very low success rate.

Solution
Establish a mixed-portfolio incubator designed to assist female entrepreneurs in starting and running

businesses.

PART II

BACKGROUND

Tianjin Women'’s Business Incubator (TWBI) is located in Tianjin, China. The not-for-profit incubator
was founded in 2000 and is China’s only women’s mixed-portfolio incubator today. During its
development, TWBI leveraged support from the municipal government, local agencies, and the United
Nations Development Program. The incubator was able to gain this support, in part, due to its focus on

assisting women, a significant minority in the business sector.

The incubator has grown since its establishment and aims to create jobs and promote the success of
women-owned businesses. It does so by expanding its services and providing for its own sustainability,

ensuring future growth and success.

TWBI’s mission, from the start, has been to provide long-term opportunity and employment for
women. It has achieved these goals successfully by establishing itself as a provider of quality services

and is a sustainable business in its own right.

This mission is particularly important in China, where economic restrictions have been progressively
eliminated, but individuals are still learning to cope with business control. Now, as wealth grows, so

does inequality. In the main, the great majority of women in Chinese urban areas work mostly in

TRAINEE MANUAL

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES




TRAINEE MANUAL

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

Suite 1

Business Incubation Basics

government planned jobs in the manufacturing industry, without much incentive to open their own
businesses, while others stay at home, caring for children and elders. It is still uncommon for a woman

to enter the business world and start a company. TWBI aims to do something about this issue.

The incubator helps its women entrepreneurs overcome these cultural challenges through a
series of programs that include a loans program and mentoring program. The greatest benefit the
incubator provides is an environment that showcases women that have succeeded, thus providing
encouragement to up and coming women entrepreneurs. This is further emphasized by matching
women entrepreneurs within the incubator with successful business women if possible in the same
field.

Today

Currently, the incubator occupies a 5,000 square meter facility, houses 54 clients, supports 16 off-site
clients, and has graduated 29 companies — 8 in 2008. Its activity has contributed directly or indirectly
to create jobs and opportunities for approximately 10,000 individuals, mostly in the manual labor and
service industries. TWBI has become a model of success and other potential incubators in the People’s
Republic of China study its operations for learning good practices.

TWBI offers clients start-up assistance, business training, business strategy assistance, basic financial
training, graduate support, and a micro-credit program originally funded by the UNDP and the local
municipality. One very interesting aspect is TWBI’s mentoring program, which brings in successful
entrepreneurs to advise incubatees on strategy and business. These services are critical to building

incubatee confidence and capabilities.

In 2003, TWBI received support from infoDev and has since expanded its services to offer a mix of pre-
incubation preparatory work, incubation program administration, marketing and networking, and post
incubation activities. TWBI’s connections and linkages with the government also enable incubatees
to overcome legal and administrative hurdles. Additionally, the incubator offers incubatees low-cost

essential services, such as office facilities, printing, Internet access, telephones, and more.

This wide variety of services enables the incubator to offer tailored support to women-owned
businesses at different stages of incubation. This translates into more women-owned businesses

receiving support and assistance in establishing themselves in commercial markets.

TWBI, in addition to operating a highly efficient incubator, is a successful business. It is nearly
completely financially self-sufficient, charging for accommodation, business services, and external

training courses. The percentage of revenue from each is:
e Accommodation fees — 70%
e Business services —10%

e External training courses — 20%

Due to the incubator’s success, it is considered a best practice case within the Chinese incubator

community.
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Lessons Learned

The environment TWBI has created, by providing quality services and facilities to women entrepreneurs
and by pooling women in a common working environment, demonstrates how an incubator can enable
entrepreneurs. Cultural and social limitations are lessened, successes are shared and become common
bonds of inspiration, and women entrepreneurs are developing confidence and being successful.
These results are created by a series of programs as mentioned in the section entitled “Today” above.
The programs that have the greatest impact are: the loans program that emphasizes the individual’s
business plan, not her available assets; the mentor program that matches the incubatee with a mentor
in the same field; and the financial management training program that provides accounting training

and ongoing support.

TWBI also has helped to fill a gap in the Tianjin economy. Voids created with the closure of state-
owned companies are now being filled by SMEs, and TWBI’s assistance ensures that more SMEs
are successful, providing jobs for laid off workers (60% of whom were women) and stimulating the
economy. This illustrates how effective incubators can be in addressing economic woes and providing

a stimulus to job creation, and renewal.

TIMELINE OF EVENTS

TWBI was founded in 2000 and received financial support from infoDev to expand its services in 2003.

OUTCOME AND CONCLUSIONS

TWBI’s success has been considerable. The incubator not only generates jobs, fulfills its mission, and
remains a financial and reputable success, but it also has a truly dynamic operation, constantly seeking
new ways of furthering its services for incubatees. It has worked to become self-sufficient, while also
developing links with local, national and even international organizations. Its combination of tailored
services aimed at incubatees at different stages of incubation, sound business practices, and the
leveraging of outside support have transformed this incubator into an important player in its field,

focusing on women entrepreneurs — a group often marginalized in business.

Through this focus, TWBI’s work has added to Tianjin’s economy, enabled women entrepreneurs, led
to successful businesses, and overcome prejudice attached to women as business leaders. TWBI is

truly a social, economic, business, and incubator success story.
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As this case study shows, TWBI’s operations have created an enabled environment, as discussed in this
module, for women entrepreneurs to start and develop businesses and for locals to find jobs resulting

from these incubatees.

PART Il

LINKS

» Tianjin Women’s Business Incubator - http://www.tjwbi.com/english/

REFERENCES

* Tianjin Women’s Business Incubator (China) | iDISC.net
http://www.idisc.net/en/Article.38725.html

* The Tianjin Women’s Business Incubator (TWBI) | iDISC.net
http://www.idisc.net/en/Incubator.13.html

e Tianjin Women'’s Business Incubator

http://www.tjwbi.com/english/

Contact details:

E-mail: tjwbi@tjbwi.com
Telephone: +86 022-24251717
Fax: +86 022-24251758
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Good Practices

Incubator Name: ITCP Incubator, Brazil

Sector: Mixed-Portfolio

This Case Study Examines: Good Practices of Business Incubation
Date: November 2009

PART |

SUMMARY

Problem
How can one provide incentives and jobs, as well as an environment for economically disadvantaged

groups to succeed in Brazil?

Solution
Establish an incubator and tailor programs and processes directed at creating cooperatives in

economically depressed and marginalized areas.

Note — With regard to this case
study, a cooperative is a group of
individuals and/ or businesses in an
economically deprived geographical

area that work together on
generating and supporting business
opportunities. They are in fact a
local network of individuals and/ or
businesses.

PART Il

BACKGROUND

In the 1990s, unemployment in Brazil swelled as state workers saw their companies close during
privatization. This led to about 50% unemployment among those that were considered the heads of
the household. The lack of employment opportunities was a driving force towards the Incubadora
Tecnoldgica de Cooperativas Populares (ITCP) establishing an incubator in 1995 aimed at assisting

entrepreneurs through fostering cooperative structures.

The incubator was established with the belief that entrepreneurs could be found anywhere, especially
in marginalized areas. Therefore, the incubator focused its efforts on slums and other depressed areas

and sought to include these marginalized areas into the formal economic system.
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Focusing on cooperatives also has the added effect of bringing individuals together who faced the

same everyday challenges to start a business and build on economies of scale.

ITCP’s Approach and Program

The ITCP approach is unique, mostly due to its target audience (low-skilled and underfunded
entrepreneurs, with little or no expertise) and the specific focus on cooperative structures. In general,
cooperative structures tend to operate as businesses more oriented towards the common good than

for profit and with an elected and participative management structure.

The ITCP approach is carried forward through a program of support that involves several services
and training activities designed with two particular objectives in mind: the first is to foster effective
cooperatives based on a set of principles, and the second is to address the economic viability of the

cooperatives.

Fostering Effective Cooperatives

The first of the main ITCP objectives aims to provide activities intended to develop cooperatives as
effective organizations within the community. Throughout the incubation process, the principles
commonly associated with cooperatives are continuously reinforced by mentors, guiding the process

through the various stages of incubation. These principles include:
* Teamwork between the various entrepreneurs or businesses that make up the cooperative;
¢ Voluntary and open membership within the cooperative;

e Democratic control and economic participation of members in matters central to the
cooperative’s management such as the organization of production, how to establish relationships
with stakeholders, the cooperative’s growth and development, finance control and access to

information; and

e Autonomy and independence of the cooperative.

Where possible, the cooperative is encouraged to stimulate education, training and information

dissemination within the cooperative and among other cooperatives.

In order to encourage cooperatives in the incubation program to abide by these principles, ITCP
offers a variety of services including management tools that enable the provision of systematic
and transparent accounts for all cooperative members, as well as the implementation of frequent
incubator-wide meetings and day-to-day advice for cooperatives in the areas of administration, fiscal,

and ethics, among others.

Additionally, ITCP builds knowledge and awareness in key topics such as education, work, health,
gender and racism, via formal education and professional training. The formal education is primarily
through ITCP’s university network; while the professional training is delivered through ITCP facilitated
activities such as lectures, seminars, debates, presentation of videos and networking events, all of

which are provided during the incubation process.
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Economic Viability

The second of the main ITCP objectives aims to develop cooperatives into thriving business
environments. Throughout the incubation process, help and advice is given to cooperatives in work
management, marketing and commercialization of products / services. ITCP also provides access to

legal and accounting resources. More formally, these services can be categorized into three areas:
1) Administration
2) Production and Commercialization

3) Work Management

1) Administration

The planning, implementation and evaluation process of a productive cooperative often involves
the implementation and continuous use of a system of management rules dealing with internal
relations within cooperatives, external relations with other cooperatives as well as with other

enterprises, private organizations and public bodies. ITCP’s services in this area:

TRAINEE MANUAL

* Provide an environment where the cooperative can become a legal entity and develop as a

business, obtaining the necessary documentation for it to produce and commercialize;

e Ensure the right to income and social protection, through which the cooperatives can

achieve business sustainability. This is completed by the development of clear mechanisms
for redistribution according to the principles of cooperatives and development of a longer-
term financial management plan, aiming to improve the living conditions of the cooperative’s

members, and

¢ Enable the use of Information Technology and Communication in cooperative management,
ensuring that cooperatives have access to, and manage, information which is clear and

transparent.

2) Production and Commercialization
The production and commercialization of products / services from cooperatives is achieved

through a series of expectations set by ITCP for its incubatees that include:
¢ The dedication and commitment of all partners undertaking work in the cooperative;

e Prior understanding of the reasons behind, and incorporate into practice, the need to

constantly improve products / services;

01 BUSINESS INCUBATION DEFINITIONS AND PRINCIPLES

e The knowledge that commercialization of products / services is the final stage of the
production process and cannot happen unless cooperatives understand what they are

producing, for whom, at what price and how to present the product to the customer; and

e Prior understanding of the need to have a business plan, which aims to address some of the

points above, but also sets goals and the means to achieve them.
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3) Work Management

In order to enhance their work and achieve greater stability, cooperatives must maintain their
economic autonomy and continuously work towards greater sustainability. Lack of resources,
both financial and people, is a common characteristic facing cooperatives involved in incubation

processes. To combat this, ITCP invests its efforts towards:

* Fostering the ability of cooperatives to: establish partnerships; access resources; and search,
establish and maintain potential partners so that together they may seek project funding,

professional training, commercialization channels and potential suppliers.

» Offering education and vocational training to members of cooperatives in order to allow the
transfer of knowledge and encourage partnerships. ITCP currently has activities running in ICT
that are particularly important given Brazil’s gap between the computer literate and computer
illiterate. With training, both are able to contact clients directly, leverage the web and manage

data efficiently and centrally.

In more practical terms, services offered in order to achieve this second major objective are varied in

nature. They include:
* Planning, pricing, logistics and marketing services;
* Market research,
* Product presentation training;
¢ |CT training in Microsoft Office and the internet;
* Business Plan development;
e Technical skills, such as food handling, sewing, clothing design, among others;
¢ Networking events; and

e Monitoring and evaluation systems.

Lessons Learned
ITCP has found that cooperatives offer strong incentives for helping financially depressed communities.
The ITCP case study shows how, through the assistance of an incubator, incubatees can link together as

cooperatives and leverage the programs of the incubator to become capable and ultimately successful.

By focusing the incubator’s efforts on a particular community, the incubator can have a significant
impact. Thisis shown by ITCP’s focus on economically depressed communities in Brazil. Asdemonstrated
by ITCP, an incubator can be even more successful through concentrating its efforts on developing
the networks between its incubatees and the incubatees’ potential customers. Once again we see
the important role an incubator can have with regard to fostering collaborative and market oriented

networks.
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TIMELINE OF EVENTS

ITCP was founded in 1995 in Rio de Janeiro, Brazil.

OUTCOME AND CONCLUSIONS

By applying good practices of business incubation, ITCP has had a significant positive impact in the
community. In the particular case of ITCP, the incubator emphasized good practices with regard to
focusing on marginalized communities, and concentrating services on training and effective networking

between incubatees within cooperative structures and their potential customers.

What made ITCP successful is the fact that the incubator was able to identify and implement good

practices that met the particular needs of the entrepreneurs within its community.

PART Il

IS

e http://www.itcp.coppe.ufrj.br/ingles.php

REFERENCES
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¢ ITCP - Technological Incubator of Popular Cooperatives of the Federal University of Rio de Janeiro
| iDISC.net - http://www.idisc.net/en/Incubator.46.html

» Technological Incubator for Popular Cooperatives, ITCP - Incubadora Tecnol:
http://www.itcp.coppe.ufrj.br/ingles.php

Contact details:

E-mail: itcp@itcp.coppe.ufrj.br
Telephone: +55 21-2598-9240
Fax: +55 21 2260-1383
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Integrated Incubation

Incubator Name: Zelow Community Development Foundation, Poland

Sector: Mixed-Portfolio - Small town-based general business incubator

This Case Study Examines: Fostering the impact of business incubation by integrating it within a
regional business support program that aims to tackle the challenge of stimulating entrepreneurship
in small towns. The Polish model of business incubation.

Date: April 2010

PART |

SUMMARY

Problem

Small towns and villages suffer from economic underdevelopment, poverty and unemployment. These
problems can be tackled by job and enterprise creation.

Setting up an incubator is often envisaged as way to address this problem. However, small towns and
villages usually do not have the capacity to attract and mobilize the adequate deal flow of potential
clients and incubator tenants, which jeopardizes the success and sustainability of the incubator from

the very beginning.

Solution

To integrate the business incubator as one component of a regional business support program providing
outreach to the small town area and managed by one regional institution: this is the experience of the
Zelow Community Development Foundation, which manages an Entrepreneurship Business Support

Centre and loans to entrepreneurs.

PART Il

BACKGROUND

The town of Zelow has a population of 8,000 inhabitants while the total population of the Zelow county
is of 16,000 inhabitants.

The Zelow Community Development Foundation was founded in 1991 to foster local economic and
social development. The role of the foundation is to enhance the development of businesses by
providing financial support to culture, sport and ecology related activities in Zelow and three other

counties.
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Between 1991 and 1993, the foundation involved local inhabitants, representatives of the local
administration and government, NGOs, and professionals from the private sector in the definition of

the Development Strategy for Zelow County.

The Strategy was first implemented through the establishment of a Business Incubator - in a 1,400
square meter building that previously belonged to a now bankrupted textile local company - and a
Business Support Centre in 1993. At a second stage, in 1994, an Entrepreneurship Loan Fund was
set-up. Since 2004, the Foundation is managing a second Business Incubator in the nearby town of

Tomaszow Mazowiecki and has Contact Points in two other towns: Belhatov and Piotrkow Trybunalski.

International aid programs (US AID and the World Bank from 1991 to 2004 and the European Union
since 1991) provided and still provide financial support to the incubation programs implemented in
Zelow. The international financial support is complemented by national initiatives from government

branches such as the Polish Ministry of Economy and the Ministry of Labor and Social Policy.

In 2010, the Foundation organizational structure includes:
1. Business Support Centre
2. Entrepreneurship Loan Fund
3. Business Incubators in Zelow and Tomaszow Mazowiecki
4. Help Desk for Non Governmental Organizations

5. Contact Points in Belchatow and Piotrkow Trybunalski

Supporting Local Enterprise Creation & Development

The Foundation manages initiatives and programs aiming at:
1. Supporting the development of small and medium sized enterprises;
2. Tackling unemployment; and

3. Developing Human Resources.

Therefore, the people supported by the Foundation are:
1. Unemployed people;
2. Start-up companies; and
3. Established companies with growth potential.
Potential entrepreneurs are assisted in the creation of businesses by the Business Support Centre

through the provision of business idea assessment, business plan development and other relevant

consulting and advisory services.
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The business incubator based in Zelow is focused on enhancing the creation of businesses by primarily
supporting early stage and start-up businesses. The incubator clients are provided with office and
production space, business services, secretarial and administrative services at affordable (below

market rate) prices.

There is also space for anchor tenants in the incubator facility. They generate income for the incubator
by paying full rent and fees and enhance the network of the incubator by bringing their own contacts

from the local community.

Entrepreneurs requiring financial support can receive:
* A loan from the Foundation’s Entrepreneurship Loan Fund; and

* A credit from the Credit Guarantee Fund Ltd. in which the Foundation acts as a shareholder.

Outreach to the Zelow county
The Foundation carries out permanent awareness activities to promote entrepreneurship and attract
companies to establish themselves in Zelow and investors to invest in local companies to strengthen

the local economic and social development potential and capacity.

TIMELINE OF EVENTS

1991: Establishment of the Zelow Community Development Foundation.
1993: Establishment and start of Zelow business incubator and Business Support Centre operation.
1994: Establishment and start of the Entrepreneurship Loan Fund operation.

2004: Establishment and start of the Tomaszow Mazowiecki business incubator operation.

OUTCOME AND CONCLUSIONS

By networking a business support centre, business incubators and a loan fund, the Foundation enables

these organizations to cooperate more efficiently in their support to local businesses.

The Foundation is certified as a Polish National Service System Centre for SMEs, is affiliated to the
Ago-Info Network, and is certified under I1SO 9001:2001. The business incubators benefit from the
positive image and perception of the foundation at local and national level, enabling them to attract

the required deal flow of client businesses to operate on a sustainable basis.
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Due to their success, particularly in attracting new businesses, the incubators had to enlarge their

incubation space. In 2010, the total space available was of:
® 2,973 square meters in Zelow; and
* 1,336 square meters in Tomaszow Mazowiecki.

The total space enables the incubation of 22 multi-sector tenants employing 70 people (figures as per
April 2010).

Over its 17 years of operation, the Zelow incubators have graduated 18 businesses.

A number of businesses that are not incubated on-site, but supported either through the Business

Support Centre or the Entrepreneurship Loan Fund must be added to this figure.

PART Il

LINKS

* Zelow Foundation website: www.frgz.pl (Polish)
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Contact details:

E-mail: frgz@frgz.pl

Telephone: +48 44 634-10-06, 634-10-14;
Fax: +48 44 634-12-30
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