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This paper continues a series of monographs comparing research in several spheres: United Kingdom experience in ‘incubation’, Russian Federation experience with ‘incubation’ and US experience in business incubation.  It is working towards a prospective model of an international classification system of success levels in business incubation. 
Using ‘Business Incubation’ to assist in ‘Growing’ Small Businesses in the UK: 

The situation that developed in Rotherham and South Yorkshire towards the end of the 20th Century, i.e. the severe decline in the numbers of units of traditional heavy industry and in numbers of their employees, is not untypical of other areas in the UK. The decline or closure of traditional industries resulted in a need to replace them with new businesses or new units of existing businesses - that would generate business income and employment. 

Many of those new businesses in South Yorkshire were, as in the case of most new businesses, either micro businesses or SMEs. 

It is accepted in the UK that survival rates of new businesses* (especially the ‘micros’ and ‘small’ businesses) are highest if they have a ‘support package’ in the early stages. That ‘support package’ can be limited or can be a full ‘business incubation’ package with the latter having become more commonplace over the last 10 years – in part due to Government policies. In 2004 the DTI commented that: “it had recognised that enterprise and entrepreneurship was a vital contributor to the health of the economy”. That concept developed into a National Enterprise Agenda - that included plans to build an enterprise culture and to encourage a dynamic ‘start-up’ market with capability for growth – resulting in a favourable climate for ‘business incubation’.

* = Using the current European definitions of business sizes, as also used by the UK’s DBERR (formerly the DTI) the classifications are:

· Micro businesses      0 - 9 employees

· Small businesses      0 – 49 employees (i.e. includes ‘micros’)

· Medium businesses  50 – 249 employees

Business Incubation:

Definition:
It is necessary to identify clearly what is meant by ‘business incubation’ and hence ‘incubators’. It is not simply the provision of buildings earmarked for use by ‘start-up’ businesses – that is simply providing premises. Indeed it can be dangerous, both financially and in terms of lower than expected outcomes in job creation and GDP, to concentrate solely on building premises (comprising small units for new businesses) without considering the total needs of new businesses. Instead, successful ‘business incubation’ in the UK is a support process that involves many stages and requires a holistic approach.

Business Incubation is defined by UKBI as: “A unique and highly flexible combination of business development processes, infrastructure and people designed to nurture new and small businesses by helping them to survive and grow through the difficult and vulnerable early stages of development.” (© UK Business Incubation Limited 2006)

The authors believe that, in the UK, the holistic approach begins with psychology – as successful business owners/entrepreneurs need to have the right mindset to operate a business. That is to say they must have the confidence, skills and determination needed to run a business. Those factors need to be present to at least a reasonable degree at the outset but the first two may, as part of the support process, be identified, by professional advisers, as areas where coaching and training would result in significant improvements – to at least the level needed for a pre-start scenario.

As part of that pre-start scenario, the potential business owners/entrepreneurs need to be able to assemble the resources (financial, human and physical) needed to launch the business. The methodology in the UK is that ideally ‘Business incubation’ should, therefore, provide a support package that encompasses:

· An initial unbiased assessment of the business owner and the potential business. To ensure a consistent approach this is probably best done by using a ‘diagnostic tool’ – e.g. the Forum 21 evaluation.

· If necessary, access to ‘business start-up’ training.

· Access to suitable business advisers and preferably also to business mentors with relevant sectoral experience.

· Advisers and mentors readily available in the pre-start scenario, next as the business  launches and then again as it develops. Those advisers and mentors may need to challenge client assumptions and to ensure growth, set the clients targets.

· If necessary, a facility to refer a client to banking, financial and other professional service providers (e.g. accountants and commercial lawyers).

· Awareness of relevant funding available to clients from grant schemes – local, regional and national and commercial sources.

· The ‘incubator’s’ own ‘networking’, ‘inter-trading’ and training events plus a regular ‘newsletter’.

· Almost certainly, introductions to local business networks – e.g. Chamber of Commerce, ‘Buy-Local’ (supply chain link), Manufacturers’ Groups etc.

· Links to local academic institutions that can provide specialised research, student placements e.g. STEP (Shell Technology & Enterprise Programme) and/or have ‘knowledge transfer’ programmes.

· Links to trade support – whether for export or import

· A business location – which may initially only be ‘virtual’ (providing a business address and mail facilities) or actual premises. 

Premises are an extensive topic but the main physical considerations are:

· Ideally a location with good transport links for both employees of the businesses based there and for movements of goods and services to and from the businesses. Adequate parking on site or available nearby.

· Modern or modernised premises that give confidence to occupiers and to visitors to occupiers.

· An interior layout and facilities that make for comfortable working conditions.

· Accepting that few new businesses will be likely to require units of over 200 sq. m.; a range of sizes of offices and/or workshop units.

· Good communication systems with full ICT cabling and ‘broadband’ links.

On –site facilities should include: 

· Flexible occupancy terms – to permit movement on site or even off-site with limited notice and limited penalty. Licences, rather than leases may be used.

· On-site clerical and other support facilities – extending to ‘on-site’ business advice that is linked to the local business support network.

· Meeting and/or conference facilities - preferably with projection and sound equipment available.

Timescales:

· The time that a business is located in an ‘incubator’ will vary but ideally there should be nearby ‘grow on’ space available to accommodate a business when it has outgrown the ‘incubator’. There may be an exit policy - limiting the period a business can be in an ‘incubator’ to as short a term as 12 or 18 months but generally business growth is usually a reason for moving out at around the 36 months after start-up point.

Eligibility:

· ‘Incubators’ are intended for new businesses and in some locations particularly for new businesses that will generate significant increases in GDP and contribute to innovation. The ‘funding package’ for an incubator may influence the eligibility rules for occupancy – that may, in the UK, be based on SIC* codes.

(* = Standard Industrial Classification)

The right combination of suitable premises, on–site support and access to support networks, plus an enterprising and entrepreneurial culture in the ‘incubator’ should result in an environment that will result in a high business survival rate and high business growth rates. 

The successful model that was adopted in Rotherham, in the 1990s, is operated by its local government – Rotherham Metropolitan Borough Council and in chronological order of actions the approach comprised:

· Appointing an enterprising Business Centres Manager.

· Use of an existing Council owned Business Centre but with business advice facilities added.

· In an area where demand had been established by means of research; Building a new specially designed, mixed use, (65 unit) business centre on a former colliery site - with full support facilities (including a business adviser based there and with a remit to link with all relevant support agencies). The centre having a focus on knowledge based businesses and in its first 6 years creating 450 jobs in 100 businesses.

· Monitoring of numbers of new businesses, employment created, levels of investment by clients and Adviser interventions.

· Building a further, ‘business quarter’ located business centre aimed at the creative, digital and professional services sectors. Again with full support facilities including its on-site business adviser.

The above mentioned ‘incubation’ structure was sufficient to gain Rotherham Metropolitan Council the 'Champion of Business Incubation' Award by UK Business Incubation (UKBI) in November 2005. Since then, to fill a gap in provision, a further mixed use business centre has been commissioned and is in the course of construction. A final centre, again on a former colliery site – to complete borough wide coverage with ‘business incubation’ – is planned. 

After initial funding, the Centres are expected to be self-financing but not to generate significant surpluses.

It is clear from the above information that the SME and large businesses that closed in the heavy industries in Rotherham were not replaced by newer versions of the same.  Regeneration therefore depended heavily on new start businesses – including those in the Council’s ‘incubators, as well as ‘new starts’ in managed workspace, inward business investment plus re-locations and (especially in the Dearne Valley) the setting up large ‘call centre’ operations. The current business incubation model in Rotherham and indeed probably the models in most UK locations, would not lend themselves to the development of new heavy industry operations but are relevant to specialist ‘high added value’ operations - such as those metal producers and finishers linked to the aircraft industry – hence the existence of the Advanced Manufacturing Park in Rotherham.

Other Models of Business Incubation in the UK

Depending on how ‘business incubation’ is defined, there are 270+ incubation environments in the UK as at July 2007 (UKBI, 21 August 2007). The Rotherham model, which is centred on an operation managed by the local authority – i.e. it is ‘public’- is not the sole form of business incubation in the UK. A distinction can be made between ‘privately run’ and ‘publicly run incubators’ - where responses to the last UKBI ‘mapping exercise’ in 2005 suggest that the split is 79% ‘public’ and ‘21%’ ‘private’ but that is perhaps too simplistic.  Instead, the authors believe that, apart from those provided by public institutions, the two other principal types of ‘incubator’ are:

‘Commercial incubators’:

These are operated by private or corporate businesses – albeit in some locations there will have been part-funding by regional government and there could be a further sub-division for those. 

An example of such an ‘incubator’ is the Normanby IDEA Centre managed by Zernike (UK) Ltd. This is located at the Normanby Enterprise Park on the edge of Scunthorpe in North Lincolnshire. The location is on part of the site of a former steeI-works – so there is a parallel with the Rotherham experience.

The Centre focuses on ICT businesses although other sectors will be considered for occupancy. Occupiers are expected to have a viable business plan that indicates that they will, in due course, develop out of the Centre. Occupiers are expected to enter into the ‘incubation’ process – including a detailed performance review at the end of Year 1. 

The Centre was originally sponsored by the Government’s Regional Development Agency and its aim is to encourage small business start-ups that will benefit the local economy.

The Centre provides furnished [office] accommodation, meeting rooms and presentational equipment.

There is not a ‘free of charge’ on-site Business Adviser but such support is available from the local South Humber Business Advice Centre. 

Another example is Great Western Enterprise Ltd. of Swindon. It has a workspace division that is a totally commercial operation of several business centres providing a combination of fully serviced offices and workshops for a wide range of clients – albeit only a limited number would be classed as ‘high growth’ businesses. The division has a sophisticated management system and can provide customised support and training solutions for clients. The business advice function is provided by the associated Business Link business support operation and the total process can, therefore, be classed as ‘business incubation’.                                 

University Based Business  Incubators:

Universities provide an important source of start-up businesses – whether as ‘spin-outs’ from academic projects or from the other entrepreneurial activities of staff and students. Many UK universities have, therefore, chosen to set up their own ‘business incubators’.  

An example is the Leeds Met ‘Business Incubator operated by Leeds Metropolitan University in Yorkshire. It supports the University’s graduates and other entrepreneurs from the area in starting and developing businesses. With funding from the Government’s Higher Education Innovation Fund (HEIF) it provides a range of business support services in serviced accommodation – currently for 25 businesses. Applicants are assessed on their business idea and needs by the onsite Business Adviser – so that they can be provided with the relevant support services that are available during the first 3 years of a business’ existence. 

Other ‘Incubators’:

The other significant forms of business incubators should not be overlooked and they are:

 ‘Social Enterprise’ Business Incubators:

Although these are run on commercial lines, there is a slightly different ethos to that of those run by operators who are shareholders and expect to benefit from the profits of operating the centres.

An example of a Social Enterprise ‘Incubator’ is Wandsworth Youth Enterprise in London. It uses the income from ‘managed workspace’ to provide 25 subsidised business units for young people aged 18 - 30 needing start-up premises.  The subsidised units, which are on flexible letting terms, are provided with centralised services, free business counselling and training services. There is a philosophy of encouraging personal development and an entrepreneurial culture plus regenerating the local community. The ‘mainstream’ managed workspace provides ‘grow on space’ and the whole unit acts as a ‘business incubator’. 

Specialist Business Incubators:

These are focussed on a single specialist type of business – e.g. bioscience – and as such only form a small but important part of the business incubation sector in the UK.

Other ways of classifying ‘business incubators’:

When UKBI undertook a ‘mapping’ exercise of ‘incubation environments’ in 2005 it chose to classify them as:




Incubation




Science Park




Virtual Incubation




‘Other’

and in  the responses received to the UKBI questionnaire, 73% of incubation environments identified themselves as ‘non profit’ and 27% as ‘commercial’.

The Value of Business Incubation:

It is difficult to do better than to quote from UKBI (UK Business Incubation) which states:

“Business incubators have an average success rate of 98% of their businesses succeeding whilst based in the ‘incubator’ and 87% surviving 5 years after start-up”.

With the average stay in ‘incubators’ of 36 – 39 months, these figures compare to the national average survival rate for small businesses after 36 months of 66%. The significantly higher survival rate is there to be seen.

Obviously these figures relate to the UK and other countries’ experience may differ.

Fully developed and refined:

The UKBI comment is impressive in itself but detailed information on the performance of ‘business incubators’ and their occupying businesses is needed for several reasons:

· ‘Incubator’ operators need to be able to compare actual financial performance against forecast performance in project plans.

· Public ‘funders’ need to be able to judge the impact of their investments. This may link to:

Reviewing performance against targets for:

Job Creation

Occupier investment in their businesses

Sales by businesses (in £).

Personal Development of business owners

Increasing employee skill levels

Increased levels of innovation

Local regeneration

Moving businesses on to free-up space for newcomers

Community involvement – i.e. the social impact

Dissemination of ‘best practice’.

Environmental awareness

· Data gathered can be used to plan (or otherwise) for future incubators in an area or may be able to be shared with other ‘incubators’ or the potential operators of new ‘incubators’.

The American Incubation System:
As an example of non-European business incubation it is useful to refer to the USA. In the USA the form of support, development and growth of new ideas for businesses is organized in the National Business Incubation Association. NBIA is the world's leading organization advancing business incubation and entrepreneurship. It provides professionals with the information, education, advocacy and networking resources to bring excellence to the process of assisting early-stage companies worldwide. The association is composed primarily of incubator developers and managers, but technology commercialization specialists, educators and business assistance professionals are also well represented. Its mission is to provide training and a clearinghouse for information on incubator management and development issues and on tools for assisting start-up and fledgling firms. 

Throughout the year, NBIA offers development activities and specialized training to help business assistance professionals create and administer effective incubation programs. NBIA conducts research, compiles statistics and produces publications that provide hands-on approaches to developing and managing effective programs. In addition, the association tracks relevant legislative initiatives and maintains a speakers' bureau and referral service. It creates partnerships with leading private-sector and public-sector entities to further the interests of the industry and its members. 

The National Business Incubation Association is a private, non-profit membership organization based in Athens, Ohio. An elected, 15-member voting board of directors representing the world's leading incubators governs the association. It organizes: 

· Provide information, research and networking resources to help members develop and manage successful business incubation programs 

· Monitor and disseminate information about industry developments, trends and best practices 

· Inform and educate leaders, potential supporters and stakeholders of the significant benefits of business incubation 

· Build public awareness of business incubation as a valuable business development tool 

· Expand capacity to create valuable resources for members and our member’s members through partnerships 

· Engage and represent all segments of the business incubation industry 

· Create value for members 

The National Business Incubation Association advances the business creation process to increase entrepreneurial success and individual opportunity, strengthening communities worldwide. 
Business incubators nurture the development of entrepreneurial companies, helping them survive and grow during the start-up period, when they are most vulnerable. Incubators provide their members with targeted resources and services that help ensure that their companies will leave the incubation program financially viable and freestanding. These incubator graduates have the potential to create jobs, revitalize neighborhoods, commercialize new technologies, and strengthen local and national economies. NBIA supports the business incubation industry by providing services including training, research and information clearinghouse activities to bring excellence to the process of assisting early-stage companies. In short, NBIA provides professional development resources to the people who help entrepreneurial companies grow. 
Business Incubation in the Russian Federation:

Almost certainly for cultural and political reasons, ‘business incubation’ is a recent concept in the Russian Federation. It has been handled in a different way to both the UK scenarios - as set out above and to the USA.

· Laws covering land ownership and transfer make small business development and business incubation difficult.

· In 2006 the Russian government decreed that funding would be allocated to establish business incubation - building on some initiatives running since 2000 and mostly funded through international bi-lateral or multi-lateral aid programmes.

· There was a pilot incubation project in the Nizhny Novgorod region with a plan to have a central Enterprise Centre in the city of Nizhny  with links to smaller Enterprise Centres around the sub-region

· Business incubation is approached differently in Russia - being based very much on the provision of rented space in buildings (which visibly show that money has been spent) rather than in the advice and support process and the incubation 'culture' - which in the UK are felt to be actually the most important parts. In the same way that a new building does not make a good school but good teaching does, a new building does not make a good business. It is understood that, probably because of the lack of a support structure, the Nizhny Novgorod project and a smaller one near Moscow have not been a success. 
· In Russia there is a distrust of sharing information between businesses and an absence of impartial business advisers (as opposed to business consultants). This is a handicap - as whilst it is understandable that government and businesses will not want to share commercially sensitive information, on other matters the businesses in a cluster of apparently similar businesses will often have different skills and different products and services - so that they could potentially send customers to each other.

· Unlike in England (or the USA) there is no national programme or organisation to manage the establishment of a business start-up programme. That is not to say that regions such as the Moscow region are not big enough, given the will, to have such a directional management company.

· If Russia is to reduce its reliance on the major plants of ‘heavy’ industries such as coal and steel, it will need to build up its entrepreneurial base (in a larger version of what has happened around Rotherham and similar places in the UK). It is necessary to build entrepreneurial skills, to encourage new small businesses that use innovation and that can charge (quite heavily) for the skills used rather than just adding a small margin to the cost of materials used.
· There is potentially a new ‘incubation’ project in the Moscow City Region that would follow much more closely the ‘holistic’ model seen in the UK – as described below.
By comparison with the UK picture presented earlier in the paper, this section is necessarily very brief! 
Setting up ‘Business Incubators’:
Setting up a ‘business incubator’ is a similar exercise to setting up a business. Whilst some considerations will depend on the physical size of the proposed operation, the basic principles of starting and running a business will apply. There will, therefore, be three main stages:

· Pre-start 

· Start-up (i.e. opening the doors to businesses)

· Development 

Pre-start:

As with any potential business, there needs to be an assessment along the lines of:

· Has the business idea been refined down to a single clear proposition?

· Is there actually a market for that proposition and if there is, is it possible to achieve a large enough share of the market to have a viable project?

· Is it possible to gather together the resources (funding, physical and skills) needed?

· Depending on the type of ‘incubator’ proposed and the ‘funding package’ available, there will have had to be consideration of the ‘critical mass’ of the ‘incubator’ – in terms of physical size* and the number of occupying businesses. 

* = it is generally accepted in the sector, in the UK, that a ‘mixed use’ business centre normally needs to be 25,000 - 30,000 sq. ft. of accommodation for full commercial viability**. 

(** = With rental income able to cover all ‘overheads’.)

· Who are going to form the ‘Board’ if to be run by a company or who will form the ‘management team’ if it is to be a ‘public’ project?

Clearly the ‘pre-start’ stage requires significant amounts of research and planning, plus it may well include a combination of bidding for funding and negotiating terms on finance. If (as seen in Rotherham and other areas of the UK) the project includes re-using former industrial land then major soil testing and remediation work may be required before the ground-works for new buildings can commence.

New ‘incubation centres’ will be expected to be good examples of sites geared up for energy conservation and with as small a ‘carbon footprint’ as is economically feasible.

‘Start-up’:

From the pre-start stage, it will be necessary to move on to commissioning property alterations and/or new build work – including all the latest communication systems for the site and systems to meet the security and administration requirements of the site. Suitable business support staff for the site will need to be recruited and where necessary, trained.  

Very few ‘incubators’ are fully occupied as soon as they are ready to receive client businesses. Therefore suitable marketing and ‘networking’ will need to be undertaken by the project team ahead of the actual opening of the ‘incubator’ and again after commencing supporting occupying businesses.

An ‘incubator’ needs to build up to its ‘critical mass’ as soon as possible – i.e. it needs to reach whatever was designated as its target occupancy and income (if appropriate) as soon as possible. During that first phase, say for 18 months, the support provided needs to be regularly reviewed and assessed as to its successful impact or otherwise. The information collected can then be used for remedial action or in the next (i.e. development) phase.

Development:

Information obtained in the start-up phase is likely to lead to developments in the ‘incubator’ – e.g. over the next 18 months:

· Entry eligibility rules may need to be changed. This could be a ‘tightening up’ – to focus more clearly on the ethos of the project or might be a relaxation once public funding support had expired

· ‘Fine tuning’ the support process in line with clients’ needs

· Demand for space may require a formal exit policy for businesses 

· Planning and commissioning of ‘grow on’ space

· Up-dating of ICT systems 

Maturity:

After 36 months there should be:

· The start of the significant ‘churn’ of businesses caused by growing businesses moving out – to be replaced by new ‘start-ups’

· Fully developed and refined ‘on-site’ business support services

· Fully developed and refined links with ‘off-site’ business support services

· Recognition in the local business community of the effectiveness of ‘incubation’

· Businesses that can be used as examples of best practice in fields such as:

Knowledge Transfer

Research & Development

Quality Control

Skills Training

The Limits of ‘Business Incubation’:

Perhaps one of the most important truisms in business support is that “Business Incubation will not change a bad business idea into a good one.” (Benson, Filippova and Matushevskaya – July 2007). 

This has to be the most relevant limit associated with ‘business incubation’. It is, therefore, important for ‘would be entrepreneurs’ to have their business projects vetted before being given space in an ‘incubator’ and if necessary, skilled guidance given in appraising a project - so that realism avoids space being allocated to a business that will not succeed and owners do not waste time, money and effort on ‘non-starters’. 

‘Business incubation’ is intended to support new small* businesses through their first few years and to see them grow as successfully as possible. As previously mentioned, in order for ‘business incubation’ to be as successful as possible, the authors believe that the support process (in an ‘incubator’ or in a limited geographic area) should be all- encompassing and provide the best possible culture and environment for a new business to succeed.

* By their nature – with relatively small offices and/or workshop units – most UK ‘incubation centres’ are geared to accommodate new businesses which, in UK definitions, would be either ‘micro’ or ‘small’ businesses but which are assessed as having the scope to grow rapidly (especially in terms of contribution to GDP). The implication of that being:

· initial staff numbers will usually be in single figures 

· business management will have specialist (sectoral) skills but will need some guidance on  other business issues

· larger new businesses should have a management team with all the skills needed or the finance to buy in specialist skills and may be too large to be accommodated in ‘incubator’ units

Depending on the local business support environment, not all promising new businesses that would benefit from an ‘incubation’ environment may be identified as such whilst they proceed through the ‘pre-start’ or ‘start-up’ phases. They may only be identified when their activities have brought them to public notice and they are too late to access ‘incubation support’.

Alternatively, it may be difficult to find suitable local ‘mentors’ for new businesses operating in highly specialised fields.

In some cases, due to the terms of ‘public’ funding for individual ‘incubation centres’ or management policies to support only certain sectors, some types of businesses – no matter how apparently promising - will be unable to gain access to an ‘incubator’. An example of this would be ‘over the counter’ retailing.

The business support staff (including Advisers) in a ‘business incubator’ can usually only guide the owners on how to successfully develop businesses. If owners choose to ignore correct guidance, then the support staff are usually powerless – unless the terms of an occupancy agreement are breached and the breach justifies action. 

‘Business incubation’ cannot protect incubating businesses from ‘market forces’ – even if those forces extend to unfair competition. It is important that incubating businesses fully understand the competitive and litigious world in which they operate. Involvement by support staff has to be at an appropriate level. In the UK, an Adviser may not be able to be as involved as much as he/she wishes. Any possibility of over-involvement – i.e. in management decisions in a company - has to be avoided – in case the Adviser could be deemed to be a ‘shadow director’ and thus risk penalties if a company had to close down due to trading or legal difficulties. 

The authors believe that ‘business incubation’ is best used in circumstances where new small businesses are ‘knowledge intensive’ and are providing new innovative products and services.  That way the businesses are actually finding new niches in existing markets or opening up new market sectors or in some cases even creating whole new markets. 

Therefore, whilst ‘business incubation’ is limited by not being applied to all business sectors it should, if correctly used, have a significant impact on those sectors where it is applied. This leads naturally into the next consideration.

Classification of ‘Incubators’:

In practice there is no UK classification of ‘incubators’ that is directly linked to measurement of success. The only current objective method of judging performance is by means of ‘benchmarking’.

There are several definitions of ‘benchmarking’ – which is one of the business decision ‘support tools’.

Dictionary definitions are:  “A standard against which something can be measured. A survey mark of previously determined position used as a reference point.”

For the purposes of this paper, it is also useful to refer to the European Commission initiative ‘Benchmarking in Europe’ which defined ‘benchmarking’ as:

“A practical tool for improving performance by learning from best practices and the processes by which they are achieved”.

In view of the need (for economic success and maximum beneficial impact ) to ensure that ‘business incubation’ is as successful as possible at all locations where it is part of the business support process, ‘benchmarking’ of incubation is obviously very important. The measures of success referred to earlier (in The Value of Business Incubation) were mainly ‘smart’* targets – albeit some were related to softer ‘social’ targets and were taken from UK ‘incubation’ projects.

(in this case ‘smart’ = specific, measurable, achievable, realistic, time based)

The globalization of ‘business incubation’ is evidenced by:

·  the ‘incubator’ programme in the Russian city of Nizhny Novgorod

·  the Hangzhou Economic Development Agency in China and

·  the Tiruchirappalli Science and Technology Entrepreneurs’ Park in India

and many, many more ‘incubation’ projects located across the globe.

The many projects around the world will have local objectives, specific local targets (both of which may be a mixture of economic and social considerations), in some cases links to national objectives and national targets plus, in many cases, ‘political’ considerations. This makes it very important to consider how the success of ‘business incubation’ projects can be measured on an international (as opposed to local or national) basis and leads us into considering a further step – namely an international classification system of success levels in ‘incubations’.
International classification system of success levels in ‘incubations’:

NBIA and other business incubators offer opportunities for organizations that plan to achieve success in order to:

· Enhance their recognition in the small business market 

· Gain access to thousands of potential customers, both among business incubators and their member companies

· Build relationships with some of the world’s brightest young businesses 

· Become well-known within the business incubation industry 

· Demonstrate their support for entrepreneurship 

· Increase their profile among economic and community development professionals 
How an International classification system of success levels in ‘incubations’ could be a benefit – e.g. in metallurgy (modelled on the example of the steel industry in the Russian Federation)

That steel industry is facing business challenges that require intelligent decisions. Key decisions for success being those on:
· Strategic investments

· Product assignment to plants

· Distribution strategies

· Product mix

· Raw/base material needs

· Inventory levels

· Order promising*
* = Order grouping and sequencing, for melting, rolling, finishing and shipping
Industry Challenges are:

· Competitive cost and quality are survival conditions

· Need continuous improvements on cost and quality

· Customers are demanding shorter lead times

· Competitors are responding by raising the bar on service levels

· Low profit margins 

· Differentiation efforts:

· Cost reduction & Productivity improvement

· Product mix upgrading

· Distinct service concept
Industry Best Practices are:
· Adopting efficient demand management by demand forecasting and collaboration with key partners.
· Adopting decision support and optimization tools to capture the most profitable share of the market demand and efficiently execute the order fulfillment process.

· Establishing strategic partnerships in order to benefit from expenditure aggregation.
· Establishing very competitive lead times for key market segments by adopting ‘make to stock / finish to order’ policies. Move from push to pull orientation.

· Leveraging new channels (e.g. the internet) to increase the reach  to customers, 

· Responsiveness for order capturing in the spot market 

· Reduction of excess prime / secondary materials

· Order status and logistics      
Criteria for success levels in different small* steel companies are:

1. contributing to good results from metals customers
2. financial strength of the company
3. inventory  reduction 

4. cycle time reduction

5. delivery performance increase

6. faster throughput

7. product development
8. work-in-process
9. increase of work-in-process inventory turns
10. reduced work-in-process inventory 
11. increased market share and increased customer satisfaction
* = it is necessary to remember that the Russian Federation definition of ‘small’ is businesses of up to 100 employees.

Criteria for success level in Value Proposition:
1. Improved visibility of the market demand

2. Improved profitability by allowing the enterprise to position its resources to capture the most profitable share of the market demand 

3. Improving the overall order fulfillment, allowing reducing operational costs

4. Reduced inventory 

5. Better equipment utilization

6. Better Throughput

7. Reduced transportation costs

8. Improved customer service    
Criteria for success level in Demand Planning:
(INPUTS- OUTPUTS - BENEFITS

TIME – GEOGRAPHY – PRODUCT)
1. Inputs

a. From all different depts. (Sales, Finance, Marketing, Logistics, Manufacturing…)

b. Hierarchies

i. Geography [Customer/business], Product, 

ii. Multi-dimensional 

iii. Multiple levels

c. Historical

i. Sales, Inventory…

d. Financial / Causals

i. Stock levels

ii. Seasonality

iii. Market Share

iv. Target Service levels

v. Economic cycles

vi. Various demand streams

1. FG, Inter, Stock…

e. Business Models

2. Outputs

a. Forecasting & demand management across the organization

b. Demand analysis

i. Drill down/Aggregate, ‘slice and dice’
ii. Flexible reporting, exception reporting, alerts… (OLAP)

3. Benefits

a. Structured Collaborative, Consensus Process

b. Improved Forecast accuracy 

c. Global visibility

i. Single agreed organization wide forecast 

ii. Across wider organization / Partners

iii. All Data views

1. along any dimension

2. By profile
4. OLAP Technology

5. Multi-dimensional views

6. TriplePlus, Top-Down, Bottom-up and Middle-out forecasting 

7. Multiple Forecasting Techniques

a. Best of breed, Pick Best, User defined

8. Web based for easy deployment across organization

Criteria for success level in Factory Planning:
Description

Delivers optimized production and procurement plans to optimally meet demand based on business objectives

· Optimal production plan using intelligent algorithms with simultaneous consideration of material and capacity constraints

· Exception highlighting and problem-oriented planning

· Memory-resident, intelligent APS engine with extreme speed 

· Real-time Capable to Promise delivery date quoting with material and capacity considerations

Typical Benefits:
Operational:
· Increased productivity

· Reduce planning cycle time

· Increase Factory throughput

· Increase delivery performance

Financial:
· Efficient operating costs increase margins

· Asset utilization is increased and inventory investments are lowered

Comment:
The quest for new forms of further development of small units in the Russian steel industry is based on two factors: new ways of getting profits and new forms of using human resources. The solving of related problems shows the new way of dealing with the human factors without losing the high quality of steel industry products. 

Conclusion:
To obtain the final model of an international classification system of success in ‘incubations’, there is apparently a need to merge the UK system of ‘benchmarking’ with the specific measurement system that is suggested by the work in the Russian Federation. The final model needs to give new definitions of success levels.

The aim of the investigation so far is to find the objective and equal criteria of development in independent and separate regions and suggest new equalizing principles for abilities in resources, human resources and investments. In the process of globalization in all spheres it is important to search the base principles and criteria for different world regions, especially with different independent development, separate historical growth and individual managerial specification.

Prior work was based on a description of 20 years experience of business incubation in Rotherham (South Yorkshire, United Kingdom), made by British authors. In contemporary work, the authors continue to develop methods based on comparative experience of Rotherham (South Yorkshire, United Kingdom) and the North of the  Russian Federation by the same methodology and plan to continue it in investigating other regions as a form of international work.

This paper used surveys, observation and the case study of Rotherham based business incubations plus the same model in the Russian steel industry (North of Russian Federation) and developed these methods for new principles of comparable research based on different natures to obtain representative results. 

The final result of the contemporary research will be a new model of a classification system in international ‘incubations’ which establishes success levels of resources, human resources and dependence of profitability factors. It should lead to: 1) a model of developing training initiatives 2) illustration of the advantage in new technologies and processes, 3) engender a more inclusive business incubation culture that meets the needs of industry with the outcome of increased profitability for all. 

This comparative research can be useful at first as a form of recommendations for all governmental structures which build their policy in the field of the small enterprises – e.g. in steel industries, and control their activity by constructional, environmental and legislative norms. This form of international investigation can be interesting for scientists who work in the field of globalization of industrial processes, for researching similar points in different economies and saving national economies from unemployment and other social problems. The last interested group is, of course, entrepreneurs, who can consider how they might base their operational activity in two different regions.
This paper is unique in the aim of its investigation. It became possible by the professional attention to the same subject from different scientific and historical views - seeking to find the objective and equal criteria of development for two independent and separate regions. It is the first complex attempt to suggest new equalizing principles for abilities in resources, human  resources and investments.
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