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STARTUP

Astartupisayoungcompanyfoundedbyoneormoreentrepreneursto

developauniqueproductorserviceandbringittomarket.Byitsnature,

thetypicalstartuptendstobeashoestringoperation,withinitialfunding

from thefoundersortheirfriendsandfamilies.

Oneofthestartup'sfirsttasksisraisingasubstantialamountofmoney

tofurtherdeveloptheproduct.Todothat,theyhavetomakeastrong

argument,ifnotaprototype,thatsupportstheirclaim thattheirideais

trulyneworagreatimprovementtosomethingonthemarket.

Though a vastmajority ofstartups fail,some ofhistory's most

successfulentrepreneurscreatedstartupslikeMicrosoft,foundedbyBill

Gates;FordMotors,foundedbyHenryFord;andMcDonald's,foundedby

RayKroc.

STARTUPECOSYSTEM

A startup ecosystem isformed bypeople,startupsin theirvarious

stagesandvarioustypesoforganizationsinalocation(physicaland/or

virtual),interactingasasystem tocreatenewstartupcompanies.

Theseorganizationscanbefurther

dividedintocategories:universities,

funding organizations, support

organizations (like incubators,

accelerators, co-working spaces

etc.), research organizations,

serviceproviderorganizations(like

legal,financialservices etc.)and

large corporations. Different

organizations

typicallyfocus on specific parts ofthe ecosystem function and/or

startupsattheirspecificdevelopmentstage(s).

DifferentRoleINTHESTARTUPECOSYSTEM

A startup ecosystem isformed bypeople,startupsin theirvarious

stagesandvarioustypesoforganizationsinalocation(physicaland/or

virtual),interacting as a system to create new startup companies

.Differentorganizations are involved in specific parts of startup



development stages and they contribute to the functioning and

maintenanceofthewholeprocess.Theirsynergyresultsto



stabilityin termsoftheregulatorysystem and thesupportthatis

necessary fornew business.Parts ofthe startup ecosystem are

presentedinthepicturebelow

Theroleoffundingorganizationsinthestartupecosystem

Theestablishmentand furtherdevelopmentofastartup cannotbe

imaginedwithoutthesupportoffundingorganizations.Someofthese

organizations,which play a crucialrole in vitalizing of startups,

especiallyinfinancialsegmentare:Banks-givealoanforstartupand

create specialprograms ofsupportwhich often include mentoring

programs.Thesefinancialinstitutionsaretryingtogiveasmuchsupport

aspossibletothedevelopmentofstartups,andontheotherhandto

securetheirinvestments.

Startup incubatorsand accelerators-Theincubation concept

seeksaneffectivemeanstolinktechnology,capitalandknow-how

in order to leverage entrepreneurial talent, accelerate the

developmentofnew companies,andthusspeedtheexploitation

oftechnology.
Clusters-Clustersaregeographicconcentrationsofinterconnected

companies and institutions in a particularfield In clusters,a

balanceisreachedbetweencooperationandcompetition,which

becomes evidentin the higherproductivityofthe companies

because of their increased access to inputs,information,

technologyandinstitutions;oringreaterinnovationandventure

creation.Theimportantroleoftheclusteristoprovideincentives

fortheentryofnewcompaniesorstartups.
Angelinvestors-arehighnet-worth,non-institutional,privateequity

investorswhohavethedesireandsufficientlyhighnetworthto

enablethem toinvestpartoftheirassetsinhighrisk,high-return

entrepreneurialventuresinreturnforashareofvoting,incomeand

ultimately,capitalgain.Angels normally investin early stage

ventureswherethefoundingteam hasexhausted.theirpersonal

savingsandsourcesoffundingfrom familyandfriends.These

venturesarenotsufficientlydevelopedtostandontheirown,or

sufficientlyattractivetogainventurecapitalfunding.
Venturecapitalfunds-Venturecapital(VC)isanequityinvestment

aimed atsupporting the pre-launch,launch and early stage

developmentphases ofa business .Although itis commonly



assumedtobethemainsourceofseedandearlystagefinancing,

infactthemajorityofventurecapitalfirmsinterveneatalater

stage.Theventurefundsarethekindof



investmentfundsthatmanagethemoneyofinvestorswhoseek

privateequityinstartupswithpredictedahighandstronggrowth

potential.
Crowdfunding-istheprocessofaskingthegeneralpublicfor

donationsthatprovidestartupcapitalfornew ventures.This

conceptincludesusingasmallamountsofcapitalfrom alarge

numberofindividualsororganizationstofinancesomenew

startup.Formsofcrowdfundingare:donationcrowdfunding,

reward crowdfunding, crowdfunded lending, equity

crowdfunding.Everyofthesemodelshavedifferentform of

returnandmotivationofthefunder.

Theroleofcorporationsandothersupportorganizationsin

thestartupecosystem
Theintegrationofcorporationsinthestartupecosystem is

rationalnecessity,whichrequestsahighlevelofcooperation

and it’s supported by a numberofpublic organizations,

movementsandaccelerators.
Largecorporationscouldprovidementoringthecreationofsolutions,

supplying technology,financialsupport,expertassistance,

buildingdistributionchannelsforthestartups,etc.
Theobservationisthatstartupecosystem couldnotexistwithout

policy makers, investors, the integration of academic

institutions and partners,who are able to provide the

necessarycapacityandexpansionopportunities.

Theroleofresearchandeducationalinstitutionsinthe

startupecosystem
Researchandeducationalorganizationshaveahugeimpacton

startups,especiallyintheearlystagesofdevelopment.Thisis

sourcesomeofthebestrelevantpracticeandliteraturereview,

and helps a new companies grow.Experts from different

institutions such as:universities,faculties,institutes could

provide a functioning and efficientplatforms forstartups

operating.Mostoften,thistypeofplatform isbasedonthe

establishmentofspinofcompaniesandcreatingabusiness

environmentforthem.AccordingtoStankiewicz“thenotionof

spin-off companies implies a form of knowledge and

technologytransferfrom academicorotherpublicresearch

organizationtothecommercialmarket.



This kind of companies are the core of academic

entrepreneurship and provide creating and managing

companies by the students and employees ofscientific

institutionsandresearchcenters.
Institutionswhichinvolvedinhighereducationandresearching,

representsacriticalfactorininnovationandhumancapital

developmentand plays a centralrole in the success and

sustainabilityoftheknowledgeeconomy.
Theseeducationalandresearchinstitutionsmustshowcasetheir

ability to enhance the major scientific and technical

competenciesrequiredbytheirstudentsandemployeestobe

competitiveinthefutureinaveryadvancedenvironment.
✓It'sveryimportantthattheseinstitutionsprovideandsupport

Entreprenuershipeducationsandincubations,becausethisis

thewaytocontributedirectlytothequalityandquantityofnew

startups,thantomoredirectlyinfluencingontheeconomic

developmentofthecountry.

Theroleofgovernmentinthestartupecosystem

Governmentsallaroundtheworldareinterestingforentreprenuership

andstartupssuchaspotentialsolutionstoflaggingeconomicgrowth

and increasing employmentin theirstates.The primary goals for

governmentsneedtoberemovingobstaclesforfundingstartupsand

theirgrowth,especiallyinareassuchas:developingaworkablepolicy,

competitive regulation on the market,unfair taxation on small

companies,attractinginvestmentcapitalandhelpthem inthesensitive

stagesoftheirdevelopment.

TheRoleOfBigCompanyInTheStartupEcosystem

Theintegrationofcorporationsinthestartupecosystem isrational

necessity,whichrequestsahighlevelofcooperationandit’ssupported

bya numberofpublic organizations,movements and accelerators.

Largecorporationscouldprovidementoringthecreationofsolutions,

supplying technology,financialsupport,expertassistance,building

distribution channels forthe startups,etc.The observation is that

startupecosystem couldnotexistwithoutpolicymakers,investors,the

integration ofacademic institutions and partners,who are able to

providethenecessarycapacityandexpansionopportunities.



Largecorporationshaveanumberofcontactpointswithstartups,such

asmentoringthecreationofsolutions,supplyingtechnology,building

distributionchannels,aswellaspotentiallyinvolvingstartupsinthe

development of new business directions and products for the

corporationitself.

Theintegrationofcorporationsintothisecosystem isencouragedand

supported by a numberofpublic organizations,movements and

accelerators.TherecentDigitalFreedom Festivalwasoneofthemost

visibleandeffectiveeffortstoconsolidatethedigitalworld’sstartup

ecosystem byinspiringdialogueonacomprehensivescale.

RoleOfServiceProviderInTheStartupEcosystem

Thestartupcommunitiesprovidethesupportandincubationsthatfoster

leadingcompaniesanddrivetheinnovationforabringfuture.These

communities involved a lot of different people and many

nonentrepreneurs,soit'simportanttogetleadingsupportineverystage

ofdevelopment,andusuallythecrucialroleinthatprocesstakesan

entrepreneur.serviceproviders(consulting,accounting,legal,etc.)other

fundingproviders(loans,grantsetc.)

StartupDevelopmentPhases

Basically,thebusinesslifecycleandparticularlytheprocessofstartup

developmentmightbe divided into the phases ofthe formation,

validationandgrowth.

Atthefirststageofformationofbusiness,thestartupwillgofrom

missiontovisionandtostrategy.Itiscrucialtoidentifystartupideaand

domarketresearchbyanswersuchquestionsasWhattowhome?And

Whyandhow?

Thenextstage-validationmeanswewillbefollowingfrom visionary

ideatoproductcreationwiththemarketfit.Atthispointlaunching

Minimum Viableproductandvalidation/iterationiscrucialtoframethe

startupandimproveitsproduct.

Thestageofgrowthsuggeststhatastartupwilltransform intothe

business modelthathas already been established.Business will

continuetogrowwithteam support.



TheStagesOfAStartupDevelopment

1. DefineIdeasandDoMarketResearch

Productdevelopmentstrategyisacrucial

steptodeterminethecoreprinciplesof

everysuccessfulstartup.Developingan

ideaforastartupshould

consistof severalstepsin orderto

betransformedintoawinningfinalresult:



Brainstorm.Thisisthebestwaytocomeupwiththerightconceptfor

futurestartup business.Bywritedown everysingleidearelated to

businessskillsandinterests.

Evaluate.Afterthathavetocollectofawiderangeofideas,analyzing

willbethenextstep.entrepreneurAnalyseisstrengthsandweaknesses.

Hegiveattentiontoheispassionateaboutthisidea,orwillhebe

developingthisideaforthefuture.

Research.Whenentrepreneuraresureabouttheconceptofthestartup

idea,hedoproperresearch.Duetothis,entrepreneurwillfindoutabout

industrytrends and size,targetsegments and competitors on the

marketincludingpricingandproductmarketing.

Kill.Thefinalstagewillbekillingentrepreneuridea.Entrepreneurtryto

examinenotonlythegoodsideoftheproductbutalsobadones.He

Thinkaboutwhythisproductmightfailinthefuture.Thisneednotto

discouragehim,butthiswillhelptoimprovestartupproduct.

2.From ideatoMVP

AssoonasEntrepreneurhaveahypothesisaboutyourfutureproduct,

focusonvalidatingit.AMinimum ViableProduct(MVP)isamust-have

setoffeaturesthatallowsEntrepreneurtotesttheproductwithtarget

audience withoutany sophisticated engineering.Minimum effort–

maximum feedback.WithanMVP,Entrepreneurcanseethepractical

impactoftheirproductintherealworldandthenfurtherperfectit.

Example:

Airbnbstartedasasimplelistingwebsitethattargetedtheattendeesof

theIDSA conferencethattookplaceinSanFranciscoin2007.The

Airbnbfoundersnoticedthatallthehotelswereoverbookedforthe

conferencedatesanddecidedtocreateaquicksolution.That’showthe

world’smajorhospitalityserviceevolved–bysolvingaspecificproblem

forarelativelysmallcrowdofconferenceattendees.

ThefirstAirbnbwebsitewascheapanditisevenhardtocompareto

whattheserviceoffersnow.But,astheexperienceshows,yourMVP

shouldn’tbeaworld-saver.Onepracticalissueyouhaveasolutionfor

willbeenough.



3.GettingTraction

Beautifulthingshappentostartupsatthestageoftraction.Mostlikely,

thisiswhenEntrepreneurwillacquirehisfirstcustomers,andhopefully,

thesewillbeyourmostloyalones.Focusonenrichinghiscustomer

basewhilecontinuingtocollectfeedback.

Airbnbusedsmartgrowthhacksduringthetractionstage,which,in

someways,compensatedfortheirlackofinitialresearch.Thestartup

partneredwithCraigslist,a$1billiononlinelistingplatform,tocreatea

simplepostinginfrastructure.Thisintegrationopenedthedoortoahuge

crowd–hostsandownerswhocouldeasilyposttheirproposalsonthe

website.

4.BackToTheStart:FinalImprovements

IfEntrepreneurdid everything right,the numberofclients should

increase.Talkingtothem Entrepreneurknow whatcustomerslovethe

mostabouttheirproduct.Leveragethat.Trytoexpandthevaluethat

standsbehindtheirproductasmuchaspossible.Commonscenariosat

thispointincludethefollowing:

5.AimingForMaturity

Tomaketheleapfrom astartuptoamaturebusiness,Entrepreneur

shouldbereadytotakeboldaction.However,eventhegreatestgrowth

hacks won’tbring theirsuccess overnight.The average time fora

startuptobecomeanestablishedbusinessis3years.Nobypassing,no

instantresults.

Startupbusinesspartnering

Business partnering is the developmentofsuccessful,long term,

strategic relationships between customers and suppliers,based on

achievingbestpracticeandsustainablecompetitiveadvantage.Inthe

businesspartnermodel,HRprofessionalsworkcloselywithbusiness

leadersandlinemanagerstoachievesharedorganisationalobjectives.

Inpractice,thebusinesspartnermodelcanbebroadenedtoinclude

membersofanybusinessfunction,forexample,Finance,IT,HR,Legal,

ExternalRelations,whoactasaconnector,linkingtheirfunctionwith

businessunitstoensurethatthetechnical,orfunctional,expertisethey

haveto offerisplacedwithintherealandcurrentconcernsofthe

businesstocreatevalue.



Startingabusinessisnotoriouslydifficult,andgoingitalonecanmake

those challenges even harder to overcome. That's why many

entrepreneurs choose to launch theircompany with one ormore

businesspartnerswhocanhelplightentheload.

Entrepreneursgetthepartnerthroughnetworklistfirst.anentrepreneur's

connections are the best candidates for potential business

partners.Referralsfrom trustedcolleaguesalsocanbehelpfultochoose

apartner

OnceEntrepreneursfoundsomeonewho couldbeagreatpotential

businesspartner,thenevaluatewhetherthatpersonistrulytherightfit.

Entrepreneurs considerations should be personalities,backgrounds,

values

Entrepreneursverapartnercarefullywithallsourcesavailable,suchas

LinkedIn,companywebsitesandformerpartners.Parsonsalsoadvised

formallyinterviewingaprospectivepartnertobetterunderstandhisor

herskillset.

Finally,before sign Entrepreneurs any legalagreements,they must

understandhowEntrepreneursandtheirpartnerwillhandleavarietyof

business situations.This is something to discuss atlength during

Entrepreneursevaluationphase.

Aftergettheperfectbusinesspartner.Entrepreneurandpartnerdivide

theworkamongthem.Theyknowtheirrespectiveroleinstartup.Thiswill

preventpartnersfrom steppingoneachother'stoesandwillultimately

savethecompanymoney.

Constanthonestandopencommunicationisamustinstartup.When

problemsarise,theyneedtobesolvedbyboth(orall)businesspartners.

StartupCulture

A startup culture is a workplace environmentthatvalues creative

problem solving,open communication and a flathierarchy.In a

corporateculture,corevaluesaretypicallyinformedbytheidentityofthe

company,including its mission statement,products and customer

service.

Instartupcultures,thesecorevaluestendtoreflectthepersonalities

andethosofthepeoplewhoworkedforthebusinessintheearlydays.

Becausenew businessesmustadaptquicklytointernalandexternal

marketpressuresinordertosurvive,astartupculturealsopromotes



businessagilityandadaptabilityasbeingkeyvirtues.



Theworkplacevaluessupportedbystartupculturesareincreasingly

resonatingwithbusinessleadersatlargeorganizations.Asthepaceof

businessspeedsup,quickenedinpartbyadvancesintechnology,large

companiesarerealizingthattheycouldbenefitgreatlybyputtingmore

emphasisonstartupculturevalues,includingthevalueoftheindividual.

Insomeindustries,thepositivequalitiesgainedbyembracingastartup

cultureisreferredtoaskaizen.

CO-FOUNDER

Afounderissomeonewhoiscallingtheshotsaloneinhisstartup.This

meanshehasateam workingunderhim onsalaryandnooneshares

theequity.Aco-founderissomeonewhoispartofthefoundingteam.

He/shecanbeaninvestorandaco-founderoraskilledpersonworking

asaco-founder.co-founderareinvestingmoneyinstartup.

PREPARINGTOLUNCH

Everyonehasideas.Someoftheseideasmaybedecent,whileothersare

probablynotsogood.EvenifEntrepreneurideaisgreat,there’sabig

differencebetweenhavingagreatideaandcreatingasuccessfulstartup

company.So,Entrepreneurconsiderforpreparingtolaunchstartupare-

1.UnderstandingWhetherProductisMeetingtheDemandorCreating

One

Thekeytobetterunderstandproductistogetthemarketvalidationright.

Goingallgunswithoutamarketvalidationmayleaveofferingswithout

anybuyer.ThisiswhereEntrepreneursneedtoidentifywhethertheyare

meetingthemarketdemandorcreatinganewone.

2.LaunchTimingisVeryImportant

Alotofstartupsmissoutonthis.Butthelaunchtimingofproductis

crucial,considering the market scenario and competition. Sure,

Entrepreneurhaveagreatidea,butisthemarketreadyforsuchchange?

Timinganideaislikeacherryonthetopwherereceptionofproductcan

yieldoverwhelmingresults.

Ubercameoutasanimplausiblecompanyhavingauniquebusiness

modelthatblendswithremarkableexecution.Theneedtogetdrivers

intothesystem wasduringtheeconomicslowdown.Thetaxidrivers

wereunabletoreachpassengersthateasilyandhadtomovearound,

wastinggas,lookingforthem.



AndUbercamejustrightinwhenpeoplewerelookingforoddjobsand

smallemploymentopportunities.

EvenYouTubecameinjustafterthecodecproblem toview online

videoswasresolvedbyAdobeFlashoffered.Thebroadbandreachalso

witnessedagrowthofover50percentintheUSA.

SOURCESOFSTART-UPFINANCING

1.Personalinvestment

When starting a business,first investor should be Entrepreneur

himself— eitherwithhisowncashorwithcollateralonhisassets.This

provestoinvestorsandbankersthatEntrepreneurhavealong-term

commitmenttoprojectandthatheisreadytotakerisks.

2.Loanmoney

Thisismoneyloanedbyaspouse,parents,familyorfriends.Investors

andbankersconsidersthisas"patientcapital",whichismoneythatwill

berepaidlaterasyourbusinessprofitsincrease.

3.Venturecapital

venture capitalis not necessarily for allentrepreneurs.venture

capitalists are looking for technology-driven businesses and

companies withhigh- growthpotentialinsectorssuchasinformation

technology,communicationsandbiotechnology.

Venturecapitaliststakeanequitypositioninthecompanytohelpitcarry

outapromisingbuthigherriskproject.Thisinvolvesgivingupsome

ownership orequityin yourbusinessto an externalparty.Venture

capitalists also expecta healthy return on theirinvestment,often

generatedwhenthebusinessstartssellingsharestothepublic.

4.Angels

Angelsaregenerallywealthyindividualsorretiredcompanyexecutives

who investdirectlyinsmallfirmsownedbyothers.Theyareoften

leadersintheirownfieldwhonotonlycontributetheirexperienceand

network ofcontacts butalso theirtechnicaland/ormanagement

knowledge.



Inexchangeforriskingtheirmoney,theyreservetherighttosupervise

thecompany'smanagementpractices.Inconcreteterms,thisoften

involves a seaton the board ofdirectors and an assurance of

transparency.

Angelstendto keep a low profile. TheNational Angel Capital

Organization (NACO)is an umbrella organization thathelps build

capacityforCanadianangelinvestors.

5.Businessincubators

Businessincubators(or"accelerators")generallyfocusonthehigh-tech

sectorbyprovidingsupportfornew businessesinvariousstagesof

development.However,there are also localeconomic development

incubators,which are focused on areas such as job creation,

revitalizationandhostingandsharingservices.

Commonly,incubatorswillinvitefuturebusinessesandotherfledgling

companiesto share theirpremises,aswellastheiradministrative,

logisticaland technicalresources.Forexample,an incubatormight

sharetheuseofitslaboratoriessothatanewbusinesscandevelopand

testitsproductsmorecheaplybeforebeginningproduction.

Generally,theincubationphasecanlastuptotwoyears.Oncethe

productisready,thebusinessusuallyleavestheincubator'spremisesto

enteritsindustrialproductionphaseandisonitsown.

Businessesthatreceivethiskindofsupportoftenoperatewithinstate-of

-the- artsectors such as biotechnology,information technology,

multimedia,orindustrialtechnology.

6.Governmentgrants

Governmentagenciesprovidefinancingtostartup.

Gettinggrantsfundcanbetough.Theremaybestrongcompetitionand

thecriteriaforawardsareoftenstringent.Generally,Entrepreneurwill

needtoprovide:

Adetailedprojectdescription
Anexplanationofthebenefitsofyourproject
Adetailedworkplanwithfullcosts
Detailsofrelevantexperienceandbackgroundonkeymanagers



Completedapplicationformswhenappropriate

7.Bankloans

Bank loans are the mostcommonly used source offunding for

small andmedium-sizedbusinesses.Considerthefactthatallbanks

offer different advantages, whether it's personalized service or

customizedrepayment.

bankersarelookingforcompanieswithasoundtrackrecordandthat

haveexcellentcredit.Agoodideaisnotenough;ithastobebackedup

witha solidbusinessplan.Start-uploanswillalsotypicallyrequirea

personalguaranteefrom theentrepreneurs.

BUSINESSINCUBATION

Business incubation is a business support process that

acceleratesthesuccessfuldevelopmentofstart-upandfledgling

companiesbyprovidingentrepreneurswithanarrayoftargeted

resourcesandservices.Theseservicesareusuallydevelopedor

orchestratedbyincubatormanagementandofferedbothinthe

business incubatorand through its network ofcontacts.A

businessincubator‘smaingoalistoproducesuccessfulfirmsthat

willleavetheprogram financiallyviableandfreestanding.These

incubatorgraduateshavethepotentialtocreatejobs,revitalize

neighborhoods,commercializenew technologies,andstrengthen

localand nationaleconomies.Criticalto the definition ofan

incubatoris the provision ofmanagementguidance,technical

assistanceandconsultingtailoredtoyounggrowingcompanies.

Incubatorsusuallyalsoprovideclientsaccesstoappropriaterental

spaceandflexibleleases,sharedbasicbusinessservicesand

equipment, technology support services and assistance in

obtainingthefinancingnecessaryforcompanygrowth.
Incubatorsvaryinthewaytheydelivertheirservices,intheir

organizationalstructureandinthetypesofclientstheyserve.

Highly adaptable,incubators have differing goals,including

diversifying ruraleconomies,providing employment for and

increasing wealth ofdepressed innercities,and transferring

technologyfrom universitiesandmajorcorporations.Incubator

clients are atthe forefrontofdeveloping new and innovative

technologies– creatingproductsandservicesthatimprovethe

qualityofourlivesincommunitiesaroundtheworld.



The earliest incubation programs focused on a variety of

technologycompaniesoron a combination oflightindustrial,

technologyandservicefirms– todayreferredtoasmixed-use

incubators.However,inmorerecentyears,new incubatorshave

emergedtargetingindustriessuchasfoodprocessing,medical

technologies,spaceandceramicstechnologies,artsandcrafts,

andsoftwaredevelopment.
Incubateecomefrom individualsinterestedinpromotinganinnovative

ideathattheyhavesothatitbecomesabusiness,yettheymay

havenoskillsinbusiness.Consequentlytheyneedtolearnmore

to changetheconceptinto business.Thesecondcategoryof

incubateesmaybepeoplewhohavecleardocumentedbusiness

conceptsbasedonaninnovativeideatheyalreadyhavebutwhich

again may notbe converted into business due to resource

constraints.Theycouldalsobebusinessesthatarealreadysetup

andrunningbutneedtobeboostedtogrow.Eachoneofthem

needsadifferentapproachtoconvertthem intovibrantbusiness

outfits.Thefigureabovedescribestheapproachesthatcanbe

usedtoimplementincubation.

BusinessIncubatorsDefinition:

An organization designed to acceleratethe growth and successof

entrepreneurialcompanies through an array of business support

resources and services thatcould include physicalspace,capital,

coaching,common services,and networking connections Business

incubatorsare programs designed to support the successful

developmentofentrepreneurialcompaniesthroughanarrayofbusiness

support resources and services,developed and orchestrated by

incubatormanagementandofferedbothintheincubatorandthroughits

networkofcontacts

OBJECTIVESOFBUSINESSINCUBATION

In both developed and developing economies,smalland medium

enterprises(SMEs)areconsideredcrucialtofosteringeconomicand

socialdevelopmentandtheirgrowthissupportedwithawiderangeof

policiesasoutlinedabove.Thefailurerateofsmallnew businessesin

theirinitialyearsishighinbothdevelopedanddevelopingeconomies.In

part this reflects the competitive environment within which the

businessesarelaunched and also theeffectivenessofthespecific

businessidea.Itisalsoaconsequenceofthelackofexperienceofthe



entrepreneurwhoislaunchingthebusinessanddeficienciesin



the environment(i.e.shortage ofcapital,legaldifficulties,lack of

information,etc.).A wide range of initiatives are supported by

governmentstotryandreducebusinessfailureratesthroughaddressing

problemsintheenvironment(i.e.specialloanfunds,removinglegal

obstacles,reducinggovernmentadministrativeproceduresandspeeding

uptheiroperation)andbyassistingnew entrepreneurstotackletheir

lackofexperience(trainingprograms,advisoryandsupportservices,

etc.).

Twoprinciplescharacterizeeffectivebusinessincubation:

Theincubatoraspirestohaveapositiveimpactonitscommunity’s

economichealthbymaximizingthesuccessofemerging

companies.
Theincubatoritselfisadynamicmodelofasustainable,efficient

businessoperation.

Modelbusinessincubation

1985,Campbell,Kendrick&Samuelson,white-box,process,operations

Themodelstressesonprocessfunctionsofincubatorasmainbusiness

developmenttoolthatcantransform ideaintoarealbusiness.Themain

outcomeofthemodel:Incubationprocessisofkeyimportance.

1987,Smilor,mixed,structure,operations



ThismodelwasdevelopedbySmilorin1987byrefiningCampbell’s

model(1985).Smilorcreated structure modelvia describing main

incubatoraffiliates,supportsystemsanddescriptionofmainoutcomes

of the incubation process. He considers an incubator as a

transformationmechanism thatassistentrepreneurinbuildingaventure.

Eventhoughtherepresentationofthemodeldoesn’tprovideextensive

informationaboutparticularservicesthatbusinessincubatorsuppliesto

tenants,Smilorcategorizes the benefits thatbusiness incubators

providetotheirtenantsthroughfourdimensions:

Credibilitydevelopment.
Theshorteningofthelearningcurve.
Fastertroubleshooting.
Accesstothenetworkofentrepreneurs

1988,Nijkamp&Smilor,black-box,structuremodel,operations



hismodelisthecombinationoftwo.Firstly,Smilorintroducedhismodel

andthenitwasextendedbyNijkamp.Nijkamp’s(1988)modelisthe

interpretation ofa generic business incubator.He argues thatany

business incubatoracts as a mediatorbetween entrepreneurs and

community.Thus,successfulimplementationoftheincubatorrequires

combintationofatleasttheseelements:

Sourcesofentrepreneurs
Recognitionofopportunitiesbyentrepreneurs
Demandforbusinessincubationservices…

2000,Carter&Jones-Evans,white-box,processmodel,operations



Thisisafirsttrueprocessmodelinarow.Carter&Jones-Evans(2000)

proposedatypicalfive-stepincubationprocess,asshowninthefigure

above.Asitcanbeseenfrom Carter&Jones-Evans’(2000)modelthe

processisorganizedandfocusedontheneedsoftheincubatee,which

willbesupportedbytheservicesprovidedbytheincubatorsduringthe

incubationprocess.TheincubationprocessaccordingtotheCarter&

Jones-Evansconsistsofthefollowingstages:ideaformulation,post

entrydevelopment,opportunityrecognition,entryandlaunch,pre-start

planningandpreparation.

2000,NowakandGrantham,white-box,structure,operations



Nowak and Grantham (2000)have established theirmodelon the

following premise:“Traditionalbusiness developmententrepreneurs

faceacommonchallenge:theabsenceofcapital,humanresources,and

managementcapabilities.”So,thenewmodelneedstoprovidethesmall

businesscommunitywithastructureandmechanism toeasilyaccess:

informationon‘‘bestpractices’’forbusinessdevelopment
industryandmanagementexperience
resourcesforinternationalmarketing,salesanddistribution

Theyproposedthecreationofavirtualincubationmodel,basedon

networkedinnovation,whichbringstogether,ifonlyinavirtualsense,

centersoftechnicalandbusinessormanagementexcellence…

2000,Booz,Allen&Hamiltonmodel,white-box,process,operations



Main contribution ofthe modelproposed by GregorHarter,Klaus

Hölbling & Steffen Leistnerfrom Booz,Allen and Hamilton[1]is

conceptualizationofbusinessincubationandapplyingittoacorporation’s

needsin continuousinnovation.The modeldescribes how corporate

incubatorcouldreinforceandsupportinnovationpractices…

2002,Lazarowich & Wojciechowski‘New Economy’Incubator

Model,white-box,structure,operations



ThemodeldescribedbyLazarowichandWojciechowski[1]explains‘new

economy’incubators.Theyarecharacterizedbythefollowing:

“Businessincubatorsareprivate-sector,profit-drivenwiththepay-back

comingfrom investmentincompaniesratherthanfrom rentalincome.

Theytendtofocusmainlyonhigh-techandinternet-relatedactivitiesand

unlike‘traditional’incubators,donothavejobcreationastheirprincipal.

‘New economy’incubatorsoftenhaveanessentiallyvirtualpresence

withfinancialandbusinessservicesatthecoreoftheofferingunlike

their‘traditional’counterpartsthatusuallycenterontheprovisionof

physicalworkspace.”

2000,Lalkaka Incubator Development Model,white-box,

process,development



Thismodelisaboutthedevelopmentoftechnologybusinessincubator.

ThemodelwaspresentedbyMr.Lalkakain2000andwasintendedto

guide planners,educators,sponsors and management teams in

exploringandestablishingasuccessfulTBIprogram.

2002,Costa-David,Malan,Lalkaka,NBIA,mixed,mixed,operations



Thismodelwaspresentedina2002EUincubatorbenchmarkingstudy[1]

as a general‘modelofincubation’based on EU-wide surveydata.

However,itwasdevelopedbyveryknowledgeableauthorsCosta-David,

Malan,LalkakaforNBIA.LatertheCenterforStrategy& Evaluation

Services(EU)copiedthismodelandusedproposedbenchmarksthat

depictincubatorefficiencyandperformanceintermsofusinginputs,

developingandorchestratingprocessesandensuringasteadysupplyof

qualityoutputs.

2003,Gibson,Wiggins,black-box,structure,operations



Thisisbasicallyacopy-pasteofaSmilormodel(1987).

2004,Sahay,black-box,structuremodel,operations



2004,Hackett&DiltsGenericIncubatormodel,black-box,structure,

operations



Themodelisauniversalbusinessincubationmodelwhichcanbeused

bothinpublicandcorporatepurposes.Inshort,itisstructuredasblack-

box:inputsoftheprocess,processactivities,andoutputsoftheprocess.

AuthorsalsopresentaformulaofBusinessIncubationProcess.We

think thatthis is the mostsuccessfulrepresentation ofbusiness

incubatoramongallintheseries.

2008,Bergek&Norrmanmodel,white-box,process,operations



ThemodelofBergek&Norrmanfrom 2008continuestheideasthat

havebeendevelopedbyHackett&Dilts(2004),Smilorin1987andGibson&

Wiggins(2003).Ontheonehandthemodeliscenteredontheresultsof

thebusinessincubation.Ontheotherhandit’sstillprocessmodelwhich

describesdifferentstagesoftheprocess.So,it’seasytoadaptitinthe

reallifeandbuildyourincubatorbyapplyingthismodel.

2009,Infodev,Process,Internal,Operations

infoDevmodelisthemodeldevelopedforbuildingbusinessincubators

aroundtheWorldwithininfoDevnetwork.infoDevisapowerfulandwell-

knownWorldBankprogram that“growsinnovationaroundtheworld”.

Theywork in five differentareas:Access to Finance,Agribusiness

Entrepreneurship,Climate



Technology,MobileInnovation,WomenEntrepreneurs.Oneoftheworks

theydoishelpingentrepreneursbybringingthem businesscoaching,

access to early- stage financing, and better entrepreneurship

environments(whichareoftenincludebusinessincubators).Theyhave

publishedseveralmaterialsthatcouldbevaluableforthosewhoare

creatingbusinessincubators.Oneofthemodelswillbedescribedtoday.

AninterestingpointaboutthismodelofBusinessIncubationSeriesis

thelinkagebetweenbusinessincubationphasesandentrepreneurial.

BUSINESSINCUBATORS

Incubationisadynamicprocessofbusinessdevelopment.Incubators

nurtureyoungfirms,helpingthem tosurviveintheirearlystage.

Incubatorsprovide:

Infrastructuralsupporti.e.officespace,meetingroom
Platform todonetworking
Managementassistance
Othersupportservices,specifictoincubators

RoleofBusinessIncubation

Businessincubationhasbeenidentifiedasameansofmeetingavarietyof

economicandsocioeconomicpolicyneeds,whichmayinclude

Creatingjobsandwealth
Fosteringacommunity'sentrepreneurialclimate
Technologycommercialization
Diversifyinglocaleconomies
Buildingoracceleratinggrowthoflocalindustryclusters
Businesscreationandretention
Encouragingwomenorminorityentrepreneurship
Identifyingpotentialspin-inorspin-outbusinessopportunities
Communityrevitalization


