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Abstract

This paper reviews literature on incubator models in Europe and the Middle East. We focus on four dimensions:
1) incubators graduate firms, 2) incubators goals, 3) incubators services, and 4) incubators client firms. The
methodologies adopted in this study are literature reviews and case studies. The paper concludes four results.
First, the total number of graduate firms that have emerged from incubator models in Europe (832) and the
Middle East (43). This difference reflects a high rate of start-up companies inside the incubators that graduate a
high number of companies. Second, incubators goals focus on fostering entrepreneurship, jobs creation and
technology commercialization. Third, incubators services, tangible and intangible, are stronger in Europe than in
Middle East models (medium). Finally, in Europe, the total number of incubators client firms is 391, whereas in
the Middle East it is 68. We attributed this to the differences in years in which they were founded.
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1. Introduction

Business incubators act as an active tool to support the structure of new businesses and give them the assistance
and support they need to grow (Rice and Matthews, 1995). The attraction of business incubation is based on their
ability to generate jobs at a generally low public cost that remain in the community and lead to economic
development (Molnar et al., 1997). The most important element of incubators in their early stages is tangible
incubator services. Research shows that networking and clustering are the most important factors behind a firm’s
success (McAdam and McAdam, 2008).

Moreover, Al-Mubaraki and Busler (2012a) identified the roadmap for incubators as four strategic outcomes: (1)
entrepreneurial climate, which 62% indicated was the primary purpose of their incubator; (2) commercialization
technologies, indicated by 55.5%; (3) employment, 51.6%; and (4) innovation and diversifying local economies,
46.1%. The research adds value to current literature on sustainability of incubators and outcomes.

The objective of this paper is to describe the incubators’ landscapes in Europe and the Middle East focusing on
four dimensions: 1) incubators graduate firms, 2) incubators goals, 3) incubators services, and 4) incubators
clients.

The paper is structured as follows: Section 2 provides a thorough review of the literature on the details of
incubator models. In Section 3, the research methodology includes successful multi-case studies, which describe
a number of aspects of business incubation in Europe and the Middle East. In Section 4, the authors briefly
discuss the findings of the study drawn from the analysis of comparison between models of European incubators
and those in the Middle East. Section 5 concludes with implications of the incubators’ model in both regions.

2. Literature review

In Finland, (Autio and Klofsten, 1998) examined the case studies of two incubators to assess their management
policies. The findings stated that incubators are embedded in local context and their success could only be
analyzed in the local settings. Success stories cannot be generalized. Practitioners should be careful in adopting
policies that are found to be important in other incubators. However, Abetti (2004) investigated five case studies
among 16 incubators in Finland as to their general assessment for survival rates, job creation, and sales growth.
The survival rates reached 95%. The incubators received little funding from the government but were able to
create highly skilled cost-effective jobs. For example, the government subsidy per created job was €6,450, which
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is much less than the welfare costs per person in Finland. Average sales growth rose by 160% per year during and
after incubation in the Helsinki region.

Additionally, Totterman and Sten (2005) discussed the case study of three incubators, three managers, nine
tenants, and nine post-incubated clients in Finland. They found that incubator support and networking are
important for client firms (incubatees) to benefit from the incubator resources concluding that incubator
managers should focus on strategic business networking rather than only providing infrastructure and physical
capital to entrepreneurs. Furthermore, (Hytti and Maki, 2007) investigated 131 high-tech firms with an average
RR of 83%. They found that firms that are young and have growth potential benefitted more from the incubator
services, whereas older firms tended to be less satisfied with services. The incubation period should also be
optimal and flexible according to firms’ needs.

In Finland and the US, Studdard (2006) surveyed 52 firms with a RR of 18%. The study applied a quantities
approach. The findings stated that knowledge acquired by interacting with the incubator manager had no effect
on new product development, technological competence, and sales cost, but it did enhance the reputation.

In Italy, Colombo and Delmastro (2002) discussed 45 incubator firms with a RR of 20% that were matched with
45 similar firms that were outside the incubators. A quantitative analysis of the study indicated that Italian
incubators were successful in attracting highly skilled entrepreneurs. Although there were no significant
differences between on- and off-incubator firms regarding their innovative output, the on-incubator firms
outperformed off-incubator firms in employment growth, education of the workforce, participation in EU-
sponsored projects, and establishing formal cooperative relations.

A later study done by von Zedwitz and Grimaldi (2006) in Italy investigated case studies of 15 incubators. A
qualitative assessment found that incubator services should be type-specific and the portfolio of the services
provided should match with the objectives of the incubator. Moreover, the incubator management should be
sufficiently experienced to match service needs to incubator purpose.

In the UK Wynarczyk and Raine (2005) conducted, analyzed, and discussed surveys of 17 UK incubators.
Quantitative and qualitative evaluations showed that incubators do play an important role in nurturing businesses
and creating jobs. The hands-on support provided by the incubator and advisors were found to be vital for firm
survival, especially in the early stages of the business.

A further study (Hughes et al., 2007) interviewed 211 UK business incubation programs within a population of
approximately 1000 firms. A cluster analysis classified firms into four groups according to their capabilities,
determination to access resources and to acquire knowledge. Firms that deliberately pursued goals in networking
were found to be more successful than others. Therefore, strategic networking is a crucial factor behind success.

McAdam and Marlow (2007) evaluated a case study done on one university incubator in Ireland. After analyzing
detailed interviews with 12 entrepreneurs, they observed that an incubator’s facilities, its credible status and
networking opportunities provided were important for tenants. However, firms were hesitant to share sensitive
information and being in proximity to each other might have adverse effects. Therefore, trust is a critical factor
that enables information exchange.

A further study by McAdam and McAdam (2008) in Ireland and the UK observed 18 university incubator firms
over 36 months. They found tangible incubator resources to be important for the development of the firm in the
early stages. Among a set of factors networking and clustering were rated to be the most important factor behind
a firm’s success.

Earlier in Switzerland, Thierstein and Wilhelm (2001) investigated case studies of 9 incubators in Switzerland.
Studies revealed that a regional economic development aim is missing. This could be partially explained by the
fact that contrary to most countries, incubators in Switzerland are privately owned in most cases. However, in
Spain, a study (Pena, 2004) used a quantitative approach to evaluate 114 firms in 9 incubators in the areas of
sales growth, employment growth, and profit growth. The study found that human capital of entrepreneurs has
significant impact on sales and employment growth.

In Germany (Schwartz and Hornych, 2008), the study interviewed 37 professionals in sector-specific incubators.
The descriptive study discussed that the availability of specialized equipment and facilities were crucial for the
survival of media firms, sector-specific knowledge and know-how. Additionally, they noted that networking was
constrained in the incubator because companies more or less compete in the same sector. However, a later study
in Germany (Schwartz, 2009) examined the survival of 352 firms from five German business incubations after
their graduation. The findings suggested that graduation caused an immediate negative effect on survivability that
lasts up to 3 years after leaving the incubators. Furthermore, heterogeneous patterns of post-graduation exit
dynamics between the business incubation were observed. It was also found that performance during the
incubation period is an indicator of the propensity of business closure after graduation.
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In Europe, data from the European Commission benchmarking study (Aerts et al., 2007) analyzed 107 incubators
with a RR of 18%. It concluded that tenants’ survival rate is positively correlated with the availability of a more
balanced screening process. Reliance on one screening process, such as market, financial and management
screening, is also positively related to high failure rate. Finally, the incubators role in supporting entrepreneurial
spirit by any means is critical for firm survival. In contrast, a Europe and US study (Gassmann and Becker, 2006)
investigated 47 interviews and 77 firms from the EC benchmarking survey. The study showed that both the
incubator and the ventures benefit from resource and information flows at the initial phase. The main corporation
also benefits at the second phase from intangible and tacit knowledge coming from the for-profit incubators and
the firms.

Al-Mubaraki and Busler (2011a) discussed three practical business incubation European models, the United
Kingdom, France, and Germany, based on their adoption as case study examples. These three countries contain
approximately 83% of all the incubators located throughout Europe today. This study focused on (1) the nature of
incubator financing, (2) the incubator’s mission and strategy, and (3) graduation that each in turn offers its
incubatee clients. The S.W.O.T analysis of each case study reflected the strengths of each program and complies
with its mission and objectives showing great opportunity with the future plans and performance of each
program. Business incubators have contributed to the international economy and play a vital role not only in the
economic recovery but also in economic development. International adaptation has led to the support of diverse
economies, the commercialization of new technologies, jobs creation and wealth building.

In Turkey, another study (Ak¢omak and Taymaz, 2007) matched sample assessment of 48 incubator firms with a
RR of 60%. The study focused on sales growth, employment growth, and innovativeness. It found that there were
differences between on- and off-incubator firms in terms of sales and employment but not in innovativeness.
Tangible incubator services and seed funding explained this differential. However, Ak¢omak, (2009) drew
lessons from country experiences and assessed the appropriateness of incubators as a tool for entrepreneurship
promotion in developing countries. The study assessed that the main weaknesses of incubators in developing
countries were their: 1) focus on tangible services rather than intangible services, 2) dependence on government,
3) lack of management and qualified personnel, and 4) lack of incubator planning and creativeness in solving
problems.

A recent study showed results of quantitative and qualitative responses used to determine success rates and key
indicators of incubators in various countries (Al-Mubaraki and Busler, 2012b). This best practice model based on
the lessons learned from case studies indicated that the success of incubatees to sustainable graduation is reliant
upon: (1) clear objectives, (2) incubators location, (3) access to services, (4) employment creation, and (5)
economic development strategy. Moreover, when accomplished, the best practice model can lead to a 90%
survival rate of companies and reflects sustainability in the market.

Another recent study (Al-Mubaraki and Schrodl, 2011; 2012) proposed measurement models relevant to the
international context. Four measured indicators were looked at: 1) graduation of incubated businesses, 2) success
of businesses incubated, 3) jobs created by incubation, and 4) salaries paid by incubator clients. The
recommendations from the study could be helpful to develop business incubation guidelines for best practices in
the GCC, which will lead to the economic development worldwide and to the GCC.

In another study Al-Mubaraki and Busler (2010b) indicated business incubators could help young firms survive
and grow during their start-up years and could play a key role in the economic development of a community or
region. In developing countries, including Kuwait and other GCC member states, business incubators could be
particularly valuable in helping to develop local economies, promote technology transfer, create new enterprises,
and generate jobs. In addition, the survey results could be used to make recommendations for maximizing the
success of incubators, including matching services offered to the needs of clients and involving a range of
community stakeholders in the development of their programs. A number of options were proposed for
developing and expanding the business incubator concept in Kuwait and GCC member states.

Recently, a study (Al-Mubaraki and Busler, 2011b) based on a mixed-method approach clearly stated that
business incubation is a tool for economic development with incubation outcomes, such as entreprencurs,
companies created, jobs created, and incubator companies. This was evident in both the United States and
developed countries, but still taking shape in the developing countries such as the GCC member states.

Finally, Al-Mubaraki and Busler (2011c) examined case studies of 10 incubator organizations in developing
countries. The findings of this study indicated business incubators were an effective and innovative tool in
supporting start-up businesses. The empirical results highlighted some implications for successfully developing
and implementing best practices of business incubation programs. This study further contributes to knowledge
regarding the process of business incubation.
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3. Methodology

The study employed successful multi-case study methodology that described a number of aspects of business
incubation in Europe and the Middle East. In addition, the paper looked at additional ways to compare between
two incubation landscapes based on four dimensions: 1) incubators graduate firms, 2) incubators goals, 3)
incubators services, and 4) incubators client firms. This study also considered current academic literature and
research being undertaken in Europe and the Middle East. See figure 1. Furthermore, the case study method has
been recognised as the most effective research strategy to capture the “rich” experience of complex projects
(Eisenhardt, K., 1989; Yin, R.K., 1994).

4. Findings

The findings of this study indicated that the incubator’s main goal is economic development (Thierstein and
Wilhelm, 2001) and that the development of incubators is reflected in industrial development leading to
economic development (Hsu et al., 2003). The incubator offered services, such as support and networking
(Totterman and Sten, 2005). The incubator management team should focus on strategic business networking.
Furthermore, the benefits for entrepreneurs from the incubators included credibility to the firm, access to funding,
business networking, and reputation (Rothschild and Darr, 2005). Finally, incubators offer many benefits, such as
jobs creation, technology transfer, fostering entrepreneurship and innovation.

As seen in Table 1 and Table 2, Europe and the Middle East business incubation models are presented with the
four key dimensions of 1) incubators graduate firms, 2) incubators goals, 3) incubators services, and 4)
incubators client firms. To compare the business incubation dimensions in Europe and the Middle East, most of
the countries focused on four goals: 1) transfer technology, 2) entrepreneurship awareness, 3) commercializing
technology, and 4) jobs creation, which would lead to economic development. Additionally, in Europe and the
Middle East countries, the services offered by incubators were 1) incubation facilities, 2) financial support, 3)
advisory services by the incubator’s management staff, 4) mentoring/coaching the entrepreneur, 5) incubation
services, for example, internet and photocopy services, 6) networking with marketing, and 7) technology transfer
and technology commercialisation from client and graduate firms.

Furthermore, Table 1 presents the number of client firms and number of graduate firms. In Europe’s model, for
example, Austria indicated the highest number of client firms is 170 and graduate firms are 404. In contrast,
France presented the lowest number of client firms at 11 and in Germany the lowest number graduate firms was
6. In the Middle East model, for example Bahrain, (Table 2) demonstrates the highest number of client and
graduate firms as 35 and 30, respectively. However, in Jordon the lowest number of client and graduate firms 6
and 3, respectively.

Table 3 summarizes the differences between incubation approaches and incubation models based on the four key
dimensions. The first key dimension used in the comparison table is Incubators Graduate Firms. The total number
in the Europe model is 832 and the Middle East model is 43. The reason behind this difference depended on the
high rate of start-up companies inside the incubators. Second is the Incubators Goals in Europe and the Middle
East. Both focused on fostering entrepreneurship, jobs creation, and technology commercialization. Third is
Incubators Services. In the Europe model both tangible and intangible services are strong. However, in the
Middle East model both services are medium. We based this difference on two points: 1) best practices and 2)
shared successful experiences. In Europe, incubation programs have been established for a longer period of time
and could, therefore, share best practices and success stories, whereas the incubator programs have only recently
been established and will most like take a number of years to reach the success rate of the Europe model when
implementing best practices. Finally, in Europe, the total number of Incubators Client Firms is 391 compared to
68 in the Middle East. We maintain this difference is due to the length of years a program has been founded.
Business incaution programs have been founded in Europe earlier than 1980, whereas in the Middle East their
inception has been since 2003.

5. Summary and Conclusion
A summary of the four key dimensions of incubation models in Europe and the Middle East are in figure 2.

First, the key dimension of incubators graduate firms totalled 832 in Europe and 43 in the Middle East. This
difference depended on the high rate of start-up companies inside the incubators reflecting a high number of
graduate companies.

Second, the key dimension of incubators goals in Europe and the Middle East focused on fostering
entrepreneurship, jobs creation, and technology commercialization. These goals are evident the United States,
Europe, and Middle East models and will most likely continue as an acceleration tool for the 21% century.
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Third, the key dimension of incubators services showed that the European model is strong with both tangible and
intangible services. However, the Middle East model showed a medium strength of tangible and intangible
services. We based this difference on the two points: 1) best practices and 2) shared successful experiences in
Europe. However, in the Middle East, the implementation of best practices will most likely need more time in the
form of years to reach the success of the models in Europe.

Fourth, the total number of incubators client firms in Europe was 391 and 68 in the Middle East. We contributed
this difference to be the related to the year the business incubation programs were founded. In Europe many
programs have been established earlier that 1980, whereas in the Middle East business incubation programs have
been in existence since 2003.

Finally, based on the above conclusions, overall, it is clear that incubators do play an important role in nurturing
businesses, creating jobs, and producing high graduation rates of incubatee firms, especially from programs that
offered strong tangible and intangible services. Within this landscape, incubators’ firms are able to achieve their
primary goal of economic development, technology transfer, fostering entrepreneurship, and jobs creation.
Based on the findings highlighted in this paper, the authors intend to conduct future research analysing case
studies and survey on the implementation of business incubation in different Gulf States. Hence, the authors plan
to develop a best practice model for the Gulf Community Council (GCC).
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Table 1: Cases studies of European model (Source: www.infodev.org)

Four Key Dimensions

Case No. of No. of
Incubators Goals Incubators Services Client Graduate
Firms Firms
1)UK 1) Entrepreneurship awareness, 2) | 1) Facilities, 2) finance, 3) advisory services, 105 111
Job creation, 3) commercializing 4) mentoring/coaching, 5) incubation services,
technology, and 4)technology 6) networking, and 7) technology transfer and
transfer commercializing
2)France 1) Entrepreneurship awareness, 2) | 1) Facilities, 2) finance, 3) advisory services, 11 75
job creation, 3) commercializing 4) mentoring/coaching, 5) incubation services,
technology, and 4) technology 6) networking, and 7) technology transfer and
transfer commercializing
3)Germany | 1) Entrepreneurship awareness, 2) | 1) Facilities, 2) finance, 3) advisory services, 10 6
job creation, 3) commercializing 4) mentoring/coaching, 5) incubation services ,
technology, and 4) technology 6) networking, and 7) technology transfer and
transfer commercializing
4)Spain 1) Entrepreneurship awareness, 2) | 1) Facilities, 2) finance, 3) advisory services, 39 110
job creation, 3) commercializing 4) mentoring/coaching, 5) incubation services,
technology, and 4) technology 6) networking, and 7) technology transfer and
transfer commercializing
5) Italy 1) Entrepreneurship awareness, 2) | 1) Facilities, 2) finance, 3) advisory services, 42 62
job creation, 3) commercializing 4) mentoring/coaching, 5) incubation services,
technology, and 4) technology 6) networking, and 7) technology transfer and
transfer commercializing
6) Sweden | 1) Export revenues, 2) job 1) Facilities, 2) finance, 3) advisory services, 14 64
creation, and 3) profitable 4) mentoring/coaching, 5) incubation services,
enterprises 6)networking, and 7) technology transfer and
commercializing
7) Austria 1) Entrepreneurship awareness, 2) | 1) Facilities, 2) finance, 3) advisory services, 170 404
job creation, 3) commercializing 4) mentoring/coaching, 5) incubation services ,
technology, and 4) technology 6) networking, and 7) technology transfer and
transfer commercializing
Total 391 832
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Table 2: Case studies of Middle East model (Source: www.infodev.org)

Four Key Dimensions

Case No. of No. of
Goals Services Client Graduate
Firms Firms
1) Bahrain | 1) Entreprencurship awareness, 2) 1) Facilities, 2) finance, 3) business 35 30
export revenues, 3) job creation, 4) information, 4) advisory services, 5) virtual
policy impact, 5) profitable enterprises, | incubation, 6) international business services,
and 6) research commercialization 8)networking, and 9) commercializing
technology
2) Saudi 1) Entrepreneurship awareness, 2) 1) Facilities, 2) finance, 3) incubation and 12 0
Arabia 2 export revenues, 3) job creation, 4) business development, 4) advisory services, 5)
policy impact, 5) profitable enterprises, | access to IP and R&D support, 6)international
and 6) research commercialization business services, and 7) networking
3) United 1) Entrepreneurship awareness and 2) 1) Facilities, 2) finance, 3) incubation and 0 0
Arab profitable enterprises business development, 4) international
Emirates 2 business services, and 5) networking
4) Qatar 1) Entrepreneurship awareness, 2) 1) Facilities, 2) finance, 3) incubation and 0 0
export revenues, business development, 4) networks and
3) job creation, 4) profitable synergy, 5) technology transfer, and 6) office
enterprises, and 5) research and research services
commercialization
5) Jordan 1) Entrepreneurship awareness, 2) 1) Facilities, 2) finance, 3) advisory services, 6 3
income generation, 3) job creation, 4) 4) virtual incubation, 5) international business
profitable enterprises, and 5) research services, 6) networking, and 7) technology
commercialization transfer
6) Morocco | 1) Entrepreneurship awareness, 2) 1) Facilities, 2) finance, 3) advisory services , 8 4
export revenues, 3) job creation, 4) 4) mentoring/coaching, 5) incubation services,
policy impact, and 5) profitable 6) international business services, 7) networks
enterprises and synergy, and 8) technology transfer
7) Syrian 1) Entrepreneurship awareness, 2) 1)Facilities 2)Finance 3)Advisory services 4) 7 6
Arabic income generation, 3) job creation, 4) Virtual incubation 5) Business information
Republic policy impact, and 5)profitable 6)International business services 7)Networking
enterprises 8)Technology transfer
Total 68 43
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Table 3: Comparison of Europe and Middle East models

Dimension Europe Middle East
1). Incubators Graduate 832 43
Firms
2) Incubators Goals 1) Entrepreneurship awareness 1) Entrepreneurship awareness
2) Jobs creation 2) Jobs creation
3) Commercializing technology 3) Research commercialization
4) Technology transfer
3) Incubators Services Tangible and intangible (strong) Tangible and intangible (medium)
4) Incubators Client Firms 391 68

Incubators
Graduate

Firms

Four
Dimensions

Incubators
goals

Incubators
services

Incubators
client
Firms

Figure 1: Incubators model four dimensions
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3) Incubators
Services

EU & ME

1) Fostering
entrepreneurship

2) Jobs creation

3) Technology

commercializatio

4) Incubators Client
Firms

EU - strong tangible and
intangible

ME - medium tangible
and intangible

Figure 2. Summary of the four key dimensions of incubation models in the Europe and Middle East
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