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Abstract

Business incubators have evolved over the years due to various factors such as global trends,
economic needs, technical revolutions, and challenges. These incubators play a vital role in
supporting young companies, helping them grow, and enhancing their commercial success. While
the expansion of incubation models is well-recognized, there is limited awareness regarding how
their value propositions have transformed over time. This study begins by tracing the origins
of business incubation back to the 1950s. It then delves into the analysis of the development of
business incubators, categorizing them into three generations using typology methodology. The

first generation primarily focuses on achieving economies of scale; the second generation places

a strong emphasis on providing knowledge-based services, and the third generation centers
around facilitating access to external resources, expertise, and legitimacy. The core focus of this
study revolves around understanding how the value propositions and strategies of incubators
should be tailored to address the current opportunities, challenges, and trends that entrepreneurs
and startups are encountering in today’s dynamic business landscape.
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Introduction

A competitive and ever-changing business environment results
from a multitude of factors, including global trends, economic demands,
technological revolutions, and challenges. These circumstances are closely
linked to the growth of businesses and often involve collaboration among
government bodies, the private sector, businesses, and other key stakeholders,
particularly in the context of economic expansion. Unfortunately, a
significant number of small enterprises do not survive beyond their initial
years, attributed to various factors such as unmarketable products, financial
constraints, ineffective teamwork, incorrect pricing strategies, and intense
competition. Consequently, this understanding has spurred the development
of comprehensive systems, programs, and incentives, drawing from both
internal and external resources. In light of these challenges, the establishment
of business incubators has become crucial in supporting startups, mitigating
risks, and preventing them from succumbing to early failures, often referred to
as the “valley of death.” Business incubators have gained global prominence
due to their increasing significance as instruments for nurturing new ventures,
reducing business failures, fostering innovation, and sustaining a dynamic
entrepreneurial ecosystem. This study employs a typology methodology to
assess the value proposition offered by business incubators across different
generations. The objectives of this study encompass elucidating the concept of
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business incubators, offering insights into their
origins and their evolution across three distinct
generations. Finally, the study concludes by
exploring the various types of business incubators
that exist in this evolving landscape.

Introduction to Business Incubator

Governments allocate public funds to support
small and medium-sized enterprises (SMEs) and
innovative startups with the aim of achieving various
outcomes, including job creation, the growth of
SMEs, enhanced competition, and increased overall
wealth. Business incubation serves as an economic
development strategy primarily designed to facilitate
the establishment and growth of new businesses
within a community. These incubators provide
valuable assistance to startup companies, offering a
wide array of support services such as guidance in
crafting business and marketing plans, assembling
effective management teams, securing financing,
and facilitating access to specialized professional
services.

The concept of the business incubator sector
traces its origins back to 1959 in the United States and
subsequently proliferated in various nations during
the latter part of the twentieth century, including
Europe and South Korea. Notably, the Department
of Science & Technology (DST) of the government
of India embraced business incubators early on and
launched a nationwide incubation program under
the auspices of the National Science & Technology
Entrepreneurship Development Board (NSTEDB)
in 2000. This initiative gained momentum,
especially in the wake of the dotcom bubble burst
in 1999, which left a substantial number of skilled
professionals unemployed. The availability of these
talented individuals contributed to the flourishing
of the Indian incubator industry. Additionally, the
emergence of a new category of incubators known as
accelerators in 2012 further accelerated its growth,
with forty such accelerators formed by groups of
angel investors, corporations, and private entities.

The European Commission conducted studies
on incubators in 2002, yielding a comprehensive
operational framework that defines them as
organizations dedicated to expediting and
streamlining the process of initiating and sustaining
viable businesses. They accomplish this by offering
a wide and integrated array of services, including
incubator spaces, business support services, and
opportunities for clustering and networking,
all aimed at fostering business growth and
development. Furthermore, the National Business
Incubation Association conducted research on
incubation initiatives, finding that graduating startup
companies play a crucial role in technology transfer,
commercialization, and its sustained progress. A
one-stop service model, according to Pauwels et al.,
will boost the overall survival and growth chances
of start-ups and small firms in their early phases and
reduce operational expenses by sharing facilities.
Five categories can be used to group the services an
incubator offers:

» Office funding services

* Monetary provision access
* Development support

* Linkage access

* Infrastructure

Small and medium-sized businesses (SMEs) are
instrumental in both industrialized and developing
nations as they contribute to the improvement of living
standards by generating employment opportunities.
While there has been substantial research conducted
on the topic of business incubators, the precise role
of entrepreneurial skills in their success remains a
subject of inquiry. Business incubators hold a pivotal
position not only in the establishment of startups but
also in providing essential support throughout the
entire entrepreneurial journey. These institutions
are dedicated to nurturing the entrepreneurial
process and aim to enhance the overall viability and
sustainability of innovative enterprises. It’s worth
noting that while business incubators traditionally
focused on the IT sector, they have since expanded
their scope and now collaborate with businesses
across diverse industries and perspectives.
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Relationship between Entrepreneur,
Entrepreneurship and Business Incubation

Understanding the interconnectedness of
entrepreneurs, entrepreneurship, and business
incubation is crucial. Entrepreneurship refers to
the overarching process, while an entrepreneur
represents the individual engaged in that process,
and a business incubator serves as a supportive tool
to foster the success of businesses. An entrepreneur
is anyone embarking on a new business venture.
To achieve financial success and make a positive
societal impact, this new business endeavor must
be conceived and managed through the practice of
entrepreneurship. Entrepreneurs are tasked with
making critical decisions that profoundly influence
the trajectory of their companies.

Incubator Model Classifications

Defining business incubators can be challenging
due to the diverse ways they are structured.
Nevertheless, research on incubators has identified
various models and addressed associated concerns.
Currently, there is no standardized definition or
categorization for business incubation. Initially,
business incubation primarily functioned as a
program for sharing resources. However, it has
evolved significantly in terms of its attributes, now
serving as a vital tool that provides a comprehensive
array of services, including networking, consulting,
and training. The literature now encompasses a broad
spectrum of meanings and models, reflecting different
aspects of national policies, local communities, and a
multitude of programs.

The Types of Business Incubators

Literature has subsequently concluded that they
can be categorized into four types which are:
* Public business incubator

* Private business incubator
» University business incubator
* Hybrid business incubator

The Future of Business Incubation

In today’s dynamic and highly competitive
environment, startups require
and foundational support to not only initiate their
ventures but also to nurture, sustain, and unlock
their full potential. Recognizing the unique needs
and potential of startups, incubator programs have
evolved into holistic systems that provide a wide
range of resources. These resources encompass
physical infrastructure, office support services,
financial backing, process guidance, and access
to extensive networks. However, it’s important
to acknowledge that incubators face inevitable
challenges, particularly in the digital age where
technology advances at a pace that can be
challenging to keep up with. The objective of this
study is to underscore the importance of addressing
the entire ecosystem of business incubators. This
holistic approach aims to transform nascent startups
into innovative and thriving enterprises. In addition
to internal governance structures and resources,
external policies and forces also play pivotal roles in
bridging the “valley of death,” reducing the learning
curve, ultimately enhancing startup performance, and
stimulating regional growth. Future business models
should revolve around the value they bring, starting
with a thorough evaluation of relevant policies and
their effectiveness. Developing a systematic and
standardized system based on international best
practices that can be adopted by all incubator centers
is crucial. Furthermore, fostering more meaningful
external engagement and innovation networking is
imperative. This includes acting as a bridge between
academia and businesses and forging connections
with local and international investors and venture
capitalists. Rather than focusing solely on counseling
sessions, efforts should be directed toward
nurturing external collaborations, encompassing
marketing and
Additionally, the landscape of business incubators
has been significantly influenced by technological
advancements, leading to the emergence of virtual
incubators. In conclusion, various stakeholders

comprehensive

technology-based partnerships.
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should play instrumental roles in shaping the
business incubator model to cater to the expansion
of startups. By aligning startup needs with current
trends, challenges, and opportunities, a robust long-
term strategy can be formulated.

Conclusion

The review has uncovered emerging themes
and challenges in the establishment and evolution
of incubation models. While technological
advancements and shifting economic landscapes
have occurred, certain fundamental aspects of
incubation models have remained constant over
time. These elements can be categorized into three
primary domains: resources, which encompass
physical, financial, human, organizational, and
relational resources; business services, including
coaching, mentoring, consulting, counseling, and
financial advisory services; and other elements,
such as collaboration, affiliation, venture capital,
mediation, and various additional services. It is
essential to note that these elements are not mutually
exclusive among the different incubation models;
rather, they often overlap to some extent. While these
characteristics are found in multiple studies, their
individual significance varies when assessing the
effectiveness of business incubators and incubation
performance on a global scale. Nevertheless, based
on the value proposition and services offered in each
generation of incubation models, this study suggests
a potential development in intellectual capital. Here,
the focus is likely to shift towards human capital,
structural capital, and relational capital as the central
elements in the incubation process. These elements
are believed to have a significantly positive and
notable impact on business incubation across all
types of incubators.
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