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ABSTRACT

Purpose: The objective of this paper is to identify the strengths
and weaknesses of Incubators, Accelerators and Innovations
(IA1). The identification used five indicators:

1. types of IAl;

2. services offered by IAl;
3. survival rate;

4. jobs creation and

5. startup companies.

Design/methodology/approach: To achieve the objective, the
research uses qualitative approach consisting of a review of the
literature, several organisational documents including annual
internal reports, and two international interviews located in the
United Kingdom (UK).
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H.M. Al-Mubaraki | Findings: The research findings indicated the strengths of selected IAI
and M. Busler | programs such as:

1. The high services offered by program manager can be lead to satiability
of high number of start-ups companies.

2. The high number of start-ups which reflect positively on the economic
growth through high number of jobs creation and high survival rate.
Further, the research indicates the weaknesses of 1Al programs in-
cludes lack of networking at the international level and lack of access
to fund.

Conclusion: The authors conclude that the strengths and weaknesses of
IAl programs will provide guidelines for academia and practitioners such as
governments, policy makers, funded organisations, universities and strate-
gic institutions for successful implementation.

Keywords: innovation; accelerators; incubators; economic growth.

INTRODUCTION

Incubators, Accelerators and Innovations (IAl) program’s main goals are
to support the startups and secure significant success through high sur-
vival rate as well as accelerate their expansion. The international liter-
ature recognised that business incubation programs focus on economic
[O) development and growth, fostering innovation and the formation the
new firms which provided start-ups several services (Bergek and Nor-
rman, 2008; Ballingtoft, 2012; Liargovas, 2013; Lai and Lin, 2015; Mian,
1996, 1997, 2011; Peters et al., 2004; Rice, 2002; Vanderstraeten and
Matthyssens, 2012). In addition, Barbero et al. (2014) and Pauwels et
al. (2015) divided the incubation models into four categories: firstly,
economic development through a business innovation center; secondly,
technology commercialisation through university incubators; thirdly,
research institutes through research incubators and fourthly, support-
ing high-potential ventures through stand-alone incubators.

The accelerator model is a new incubation model (Wise and Valliere,
2014) which can be defined as an organisation that provides a set of in-
tangible services included mentoring networking and others incubation
services (Isabelle, 2013). The objective of accelerator is to speed up
the creation of successful new ventures by providing specific incuba-
tion services, for example, education services, training and mentoring
during limited period (Cohen and Hochberg, 2014; Miller and Bound,
2011).

The IAl programs are active engine for job creation and economic
growth through offering start-ups a wide range of services over time to
secure a high rate of survival in the local market. The research on the
incubator and innovation model has been done in depth from different
344 | perspectives and practices worldwide. In addition, there is a lack of lit-
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erature about IAl programs and evidence of real case studies. The ob- | The lAl:
jectives of this paper are to investigate and identify the strengths and | A case
weaknesses of IAl. The identification used five indicators includes: study

1. types of IAI;

2. services offered by IAl;
3. survival rate;

4. jobs creation and

5. startup companies.

The structure of this paper is as follows: Section 2 provides a literature
review of the IAl program. Section 3 provides the research methodol-
ogy consisting of two United Kingdom (UK) interviews and evidence
from the literature review and several organisational documents. In
Section 4, the authors briefly discuss the findings of the study drawn
from qualitative analysis of Al program. Section 5 concludes with im-
plications of 1Al program in European countries.

LITERATURE REVIEW

In their recent study Al-Mubaraki et al. (2014) indicated the several
strengths of the incubation model. Firstly, incubators in most of the de-
veloped and developing countries which depend on government (43.0%)
presented as non-profit model to meet self-sustainability; secondly,
most incubation models focus on economic development, venture cre-
ation, technology transfer, innovation commercialisation, creation of
new and sustainable jobs, acceleration of business growth and high
survival rate by reduction in the failure rate of new enterprises; third-
ly, incubation model in developed and developing countries providing a
set of services, focusing on both the intangible and intangible.

Further, Pauwels et al. (2015) identified the seven key components
of the incubation model which includes place, time, sources, re-
sources, control and governance, activities or services and outcomes.
The first component of the incubation model is place which shares
space and environment (Bruneel et al., 2012; Hackett and Dilts, 2004).
Second component — the time which shortens the duration of the
entrepreneurial spin-off process (Clarysse et al., 2005) and follows the
rules of graduation policies between 3 and 5 years (Bergek and Norrman,
2008; Mian, 1997). The third component, sources, which incubation
presents as a part of the many processes of the entrepreneurial spin-
off (Berbegal-Mirabent et al., 2015; Clarysse et al., 2005). Fourth,
component resources where incubators provide office space, finance
and support for the start-ups through connecting universities (Aaboen,
2009; Rothaermel and Thursby, 2005; Rubin et al., 2015). The fifth com-
ponent is control and governance which presents the relationship of
incubators objectives including profit or non-profit programs (Grimaldi | 345
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H.M. Al-Mubaraki | and Grandi, 2005; Peters et al., 2004). The sixth component is services

and M. Busler | which reflect the set of activities offered to incubatees (Aaboen, 2009;
Bergek and Norrman, 2008). The seventh component is outcomes which
concern the incubator’s economic status including revenues, funds and
financial outcomes (Mian, 1997).

Moreover, Al-Mubaraki et al. (2015c) concluded their study stating
that the incubators act as:

1. a dynamic model of self-sustainable;

2. a powerful tool to jobs creation;

3. fostering and supporting innovation to accelerate the smart growth
and

4. high contributors to businesses development for the region.

Although, Al-Mubaraki and Busler (2014) used the gquantitative and
qualitative approaches which indicated that business incubators can
promote smart sustainable growth such as:

1. clear incubator goals that can significantly increase the rate of
graduation companies from incubation programs;

2. high survival rate of companies ranged from 81 to 90% which leads
to the sustainability of companies in the market;

3. high rate of employment creation which leads to economic develop-
ment and

® 4. the active role of cooperation of R&D which contributes positively

to technology transfer and the incremental rate of patents.

The study concludes that incubators are attractive strategic tools for
economic development which are able to achieve their goals of eco-
nomic development, innovation, technology transfer, fostering entre-
preneurship and jobs creation.

Several literatures (Al-Mubaraki, 2008; Al-Mubaraki and Busler,
2010a,b; Al-Mubaraki et al., 2010) presented that incubators provide a
safe place for start-ups in the early stages of growth and development
through a sets of tangible and intangible services from the perspective
of local economic development.

The accelerator model is a new generation of incubation models (Wise
and Valliere, 2014). The accelerator can provide a set of incubation
services to support the start-ups through a specific duration (Cohen and
Hochberg, 2014), although they are offering many services including
office space, mentorship, networking, access to fund and knowledge
to secure the succusses of new venture. Furthermore, there are
many successful accelerators at the international level. For example,
Techstars, Y-Combinator, Y-Europe and the Accelerator Corporation
(Fishback et al., 2007). In UK the accelerators and incubators ecosystem
presented in previous five years show very high growth rates and more
than half of accelerator models establishment in last three years
346 | with a range of investments of 10,000-20,000 UK pound per team.
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(See Table 1 which shows the difference between incubators model and

accelerators model.)

Table 1 The difference between incubators model and accelerators mode

Accelerators

o T

Incubators

Duration

Investment

The Accelerators will offer
support over a limited times-
cale with specific number of
activities per year

There are many accelerators
offering pre-seed investment

The Incubators offer an inten-
sive long periods of support
included admissions without
formal break-off points

Most incubators help startups
by offering access to invest-

The IAI:
A case
study

to startups with Return For
Equity (RFE)

ment capital based on their
networking however they do
not invest directly

Most of the accelerators invest
for equity rather than a paid
fee upfront, however some
incubators charge start-ups
and increase the investment
to recover the amount

Fees Most incubators charge the
start-ups membership fees or
rent depend on the company

financial ability to pay

Workspace Many Accelerators provide in-
tensive training and mentoring
also, as well as office space

for limited time
Source: Telefénica UK (2014).

Incubators offered Long-term
office/lab space

Today, the innovations model has become the driver in the 21st century
and for future growth (EBN, 2010; EC, 2010; Eshun, 2009; EURP, 2010;
White House, 2010). Innovation-based incubators are local economic
development tools (Al-Mubaraki et al., 2009, 2014; Al-Mubaraki and
Busler, 2010a; EURP, 2010), which favour the conditions for creation
and growth of novel business activities as well as contributing actively
to the development of the regions where they operate (Al-Mubaraki
et al., 2015a,b). For example, the US Economic Development Admin-
istration (EDA, 2014), invested about $242 million in 657 nationwide
the economic development projects while the investments included
approximately $170 million in construction projects which will create
28,680 jobs and generate $8 billion in private investment.

RESEARCH METHODOLOGY

The research design used two innovation programs as the case stud-
ies. The selection of the case study approach allowed the researchers
to examine closely the current situation within a real-life interaction
(Yin, 1992, 2002, 2008). For the aim of the study, the research used
gualitative methods. We observed the program, interviewed the man-
ger and analysed relevant documents. The literature review was used

347
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®

to overlap with the analysis of the interviews, to measure the perfor-
mance of the program through the in-depth knowledge of the research
landscape and a rich insight into the research purposes (Eisenhardt,
1989; Yin, 1994, 2002, 2008).

The two UK interviews were chosen based on the successful out-
comes. The research used five indicators which were

1. IAl type;

2. IAl services;

3. Survival rate;

4. Jobs creation and
5. Start-up companies.

In addition, each indicator is rank-ordered as an independent variable
[e.g. low (L), moderate (M) and high (H)]. Furthermore, each interview
is measured on a scale of 100% and each indicator is measured on a
scale of 20%. The outcomes are divided to the three groups: the first
group indicated high outcomes where the percentage ranged between
80% and 100%, the second group indicated medium outcomes the per-
centage ranged between 60% and 79% and the third group indicated the
low outcomes the percentage ranged below than 60%. See Figure 1.

Research
Methodology

Leading journal
h — and conferences
on innovation

Desk
researc

*2 UK interviews

-Used 5 indicators |+ Interview i«—|—»

1

r

Identify strengths
and weaknesses

|

= = Y

Research conclusion

a_______HE§j

~

4

Figure 1
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FINDINGS AND DISCUSSIONS The 1AI:

A case

Successful implementation of the Al programs can be expected to | Study

result in:

1. enhanced economic development through job creation;

2. a stronger entrepreneurship climate;

3. technology commercialisation and transfer for graduated compa-
nies;

4. sustainability of graduated companies in the market with high rate
of survival;

5. innovation acceleration with smart product and services and

6. diversification of the economy from companies’ outcomes such as
innovation and technology (Al-Mubaraki et al., 2015a).

Table 2 Interview 1 — University of South Wales, Centre of Enterprise

Indicators % 100 Scale Indicators Total
High Medium Low % categ;ories
(0%)  (15%)  (10%) %

1. 1Al type 20 M 15

2. |Al services 20 H 20

3. Survival rate 20 M 15 85

4. Jobs creation 20 M 15

5. Startup companies 20 H 20

Average 100% 85

Interview 1: University of South Wales, Centre of Enterprise

Table 2 presents the high start-up and high services offered by incuba-
tors companies. However, the other indictors presented medium scale.
The indicators outcome indicated a high percentage of 85% which re-
flect the strength of the program through high jobs creation and high
survival rate, also, the clear goals for innovation program.

Interview 2: Anglia Ruskin University

Table 3 presents the medium scale for all indictors. The indicators out-
come indicated medium percentage of 75%, which are value added to
economic growth through several jobs creation and medium companies
survival rate.

349
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H.M. Al-Mubaraki Table 3 Interview 2 — Anglia Ruskin University
and M. Busler Indicators % 100 Scale Indicators Total

High Medium Low % cate?ories
(0%)  (15%)  (10%) %

1. 1Al type 20 M 15

2. |Al services 20 M 15

3. Survival rate 20 M 15 75

4. Jobs creation 20 M 15

5. Startup companies 20 M 15

Average 100% 75

This research contributes to general knowledge about best practices
of 1Al programs to learn the strengths and weaknesses in successful
implementation. The study identifies the strengths as:

1. The high services offered by program manager can lead to satiabil-
ity of a high number of start-ups companies.

2. The high number of start-ups which reflect positively on the eco-
nomic growth through the high number of jobs creation and high
survival rate.

® Further, the research indicates the weaknesses of IAl programs con-
cerning about the following:

1. Lack of networking at the international level.
2. Lack of access to fund.

CONCLUSIONS AND REFLECTION

In this article the authors conducted two case studies of IAl programs in
the UK, including interviews with top management who participated in
a semi-structured interview protocol resulting in performance ratings
of five indicators with a rating scale of low, medium and high and most
of the indicators received ratings between high and medium. In addi-
tion, the study’s findings, such as strengths and weaknesses, support
a conclusion of successful implementation of IAl programs in the UK,
also supporting the similar studies in the USA, European countries and
Middle East countries. Finally, IAl model are engine for economic devel-
opment and growth through a high number of start-ups, high humber
of jobs creation and high survival rate. Future works can be continued
through comparative study between USA best practices verses Euro-
pean countries best practices to draw the strengths and weakness.
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