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Abstract 

 

It is widely believed that entrepreneurship is an engine of 

nowadays economic and that entrepreneurial activities should be 

supported as much as they can be. As one of their support way 

have been recognized business incubation models. Business 

incubators are considered as a valuable source of nurture of new 

entrepreneurial ventures. Especially, fresh entrepreneurs are in 

focus of major support program politics because each start-up is 

very delicate and risky matter and should be supported by 

special business development services. It is clear, that it is spoken 

primarily about small and middle sized enterprise (SME) sector 

that has emerged as the most dynamic and turbulent part of 

national economics. Therefore, SME entrepreneurial activities are 

seen as the main source of economic development and global 



 

 

competitiveness. Naturally, SME activities are so in the center of 

business incubation focus. However, an essential question should 

be asked: Does it work? Is the incubation support system well-

structured and helpful for entrepreneurship activities? There has 

been observed a slight tendency to let incubation activities 

escape by systematic review due to lack of data. To clarify this 

issue, an observation of chosen incubator samples was carried 

out. The cornerstone of this observation was structured on the 

existing body of knowledge of the area of business incubation 

and its relation to entrepreneurship. This study uses a two-ways 

approach: first approach is focused on discussing gained data 

from the carried out observations and its comparison to the 

already existing data. Second approach is focused on 

demonstrative examples of best practices.   
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Introduction 

 

There is no doubt that entrepreneurship is considered as the 

engine of economic growth, new work places and 

competitiveness. It is viewed as multidimensional concept in 

which conditions are changing thanks to globalization and 

dynamic economic environment. Nowadays, economic 

development offers a lot of positive challenges to the 

development of SMES but on the other hand it is highly 

competitive environment which requires well prepared 

individuals. To survive and to seize these opportunities, today’s 

entrepreneurs are forced to develop innovative products, 

efficient production techniques and management for 



 

 

sustainability of their units. The pace of information spreading is 

increasing as well as the time for its use. Entrepreneurs cannot 

allow not having right information at the right place. It is true 

that entrepreneurship is the essence of economic development. 

Indeed, in today´s environment it can only hardly exist without 

various initiatives which enable to create environment for 

innovation and entrepreneurship such as business incubators, 

science parks initiatives. These entrepreneurial support 

institutions foster interactions between enterprises, industry and 

often academic sphere for sharing ideas, experience and making 

business idea alive. There is, especially in the developed 

countries, an increasing attention paid to the potential of 

business incubation activities to facilitate enterprises 

development, especially SMEs development (Galloway, Brown, 

2002). It is believed that such potential can be realized in a long-



 

 

term view. To be sure that the trend has the right direction, there 

should be provided some systematic review of such activities 

regularly. It is essential to assess how important the role of 

incubators for entrepreneurship development is and in the wider 

business world in general, and how incubators meet the needs 

and wishes of clients and stakeholders as well (European Union, 

2010). Currently, there might be a tendency to escape such 

observation especially in countries with shorter history. As an 

example of such a country the situation in the Czech Republic 

(CZ) can be used. Czech Republic can be still considered a novice 

in this area. Observations of existing incubators abroad and its 

comparison to home situation can bring valuable source of 

information which can fit as another piece of puzzle into the 

whole piece.  

 



 

 

SMEs Challenges in General 

 

SMEs, competitiveness, sustainability and innovation have 

become buzzwords recently. SMEs have the ability to hold the 

economy, business and countries on the “safe side”. Since the 80´s 

of the last century, SMEs importance has rapidly increased and 

they become a center of each government economy strategy 

(Richard, 2008). Such boom interest in SMEs activities is 

explained by many experts for example by Audretsch (1995) who 

sees SMEs as agents of change who are the driving force of 

economy. Or by Lucas (1978) who considers SMEs as a quite 

cheap tool for identification of entrepreneurial and managerial 

potential. As it is well known, on the way to SMEs´ success there 

are many obstacles that need to be fought. The most widespread 

facts are for example: difficulty with capital accessibility, 



 

 

administrative bureaucracy, government policy (such as taxation, 

business environment conditions), lack of skills, experience, 

entrepreneurial education or just access to information (Tausl 

Prochazkova, 2012; European Commission, 2008; Januska et al., 

2010).  

 

To support SMEs activities there are several options to be used. 

Almost each government recognizes their ability to generate 

economic values and sets up variable tools of their support. Next 

to the classic direct tools with financial character there is a 

certain focus on indirect tools mainly related to offering complex 

services. One option which combines directly several support 

possibilities is a concept of business incubator. Business 

incubation presents a modern method how to help the start-up 

entrepreneurs to survive and develop their business. It can be 



 

 

considered as a widely spread method whose system of 

evaluation is still a little bit patchy, mainly in countries where the 

history is shorter.  

 

Furthermore, it is necessary to mention that SMEs are currently 

in an interesting position. They are undergoing significant shifts 

which are simultaneous to national, or more precisely, to the 

world economy. In order to survive and enable the growth of 

their ventures they should be more flexible, energetic and tireless 

by running their businesses. Competitiveness is one of the key 

words in today’s globalized world which they need to pay 

attention to. World Economic Forum defines competitiveness on 

an example of twelve pillars set up as a set of institutions, policies 

and factors which determine the level of productivity of a 

country. The twelve pillars present the most important factors 



 

 

which may be helpful by making SMEs life easier. They are for 

example: institutional environment, infrastructure conditions, 

higher education and training, business sophistication or 

innovation. In other words, competitiveness means how 

countries create the best economic, social and environmental 

conditions for their economic development. Striving for 

competitiveness is striving for raising prosperity (Schwab, 2013). 

The level of competitiveness depends on the interaction between 

several factors as named above including other critical factors, 

such as the availability and quality of educational opportunities. 

 

Another specific challenge speaking about SME position and its 

role in the economy is its ability to contribute to business 

sustainability. Business sustainability is the inclusion of financial, 

environmental and social concerns into business decisions. SMEs 



 

 

are impacted by the global context and current conditions of 

business environment to integrate sustainability into their core 

businesses (Horova, 2012). But to find those sustainability 

objectives can sometimes pull them in several different 

directions (Network for Business Sustainability, 2013). There 

might be a question, how SMEs can maintain competitiveness and 

contribute to sustainability? Flexibility, knowledge and 

innovation are the essential answers to their survival. Through 

innovation, SMEs can serve as a lever for environmental 

protection and create social value (Network for Business 

Sustainability, 2013). 

 

Clearly said, SMEs face many challenges from their birth. Not only 

do they need to prove they are able to handle traditional 



 

 

problems of this sector, but in addition they are still more in 

touch with competitiveness and sustainability topic in general.  

 

Incubation Enables Enhancement of Business Ideas 

 

As it was previously mentioned, to struggle the obstacles and 

survive on the market SMEs can use various help. In general, 

there are several opinions among the experts in the business 

support system. Some experts have doubts about the 

appropriateness of the support scheme. One is speaking for all. 

Sobel (2008) refers to a side effect of the support scheme in 

order to tend SMEs into the change of their original 

entrepreneurial activities just because of getting some support. 

On the other hand, for example Moly (2004) sees every SME as an 

individual entrepreneur whom a tailored help should be offered. 



 

 

Parker (2009) stresses that each SME has the right on 

information but unfortunately not each SME has all available 

information. However, SME can  use an appropriate way of help 

to reduce the lack of information. Furthermore, he pointed out 

the question of first mover and free riders. To minimize the first 

mover´s costs and support his/her enthusiasm, a business 

support tool can be also used. Last, but not least, Storey (1994) 

mentions an essential reason for help and those SMEs present a 

valuable source of added value and employment. 

 

The trend of several last years is a phenomenon of business 

incubator. To be more precise business incubation history 

depends on the destination. In Europe it is the history dated back 

approximately between 70 – 80´s of the last century in countries 

such as United Kingdom, France or Germany (OECD, 1999). In the 



 

 

Czech Republic the biggest boom of business incubation model is 

a task of the last 10 years. First incubation effort appeared in 90´s 

of the last century but the biggest boom has been recognized 

since 2005. In the Czech Republic, business incubators started to 

appear very often.  Such development has been accompanied by 

the development of science parks and in the last few years 

accelerators become popular too. Generally, it is difficult to give 

an exact number of business incubation institutions in the Czech 

Republic. Perhaps, the most accurate number can be found 

thanks to the Science and Technology Parks Association in the 

Czech Republic which state currently 43 institutions. 

Unfortunately, some of the incubators existing in the Czech 

Republic do not fulfill their mission and are likely to be seen as 

developer projects.  

 



 

 

Obviously, business incubation core is created by attempts to 

help the would-be and start-up entrepreneurs thanks to various 

assistance offers. As definitions of entrepreneurs differ, the same 

is truth for business incubators. Kuratko and LaFollette (1987) 

see incubators as a subject effectively collecting know-how, talent 

and technologies in order to support the start-up entrepreneurs. 

CSES (2002) characterizes them as an organization which 

enables and organizes development of new ventures thanks to a 

transparent overview of business support such as office space, 

networking, and consultancy. Based on EU (European Union, 

2010) such services can be divided into 3 groups: 

 

� Pre-incubation - activities necessary for supporting the 

potential entrepreneur in developing his business idea. 



 

 

� Incubation - support provided to the entrepreneur from the 

start to the expansion phase, typically physical incubation, 

mentoring, training, networking etc. 

� Post-incubation - relates to the activities to be carried out 

when the company has reached its maturity phase. 

 

Incubators mission can be clearly summarized in words: 

facilitate, enable, support and develop. In praxis several types of 

incubators exist. Based on Aernoudt (2004) and CSES (2002) 

typology, in the Czech Republic the majority has traditional 

characteristics, non-profit, technology or research type with 

relationships to university. Furthermore, Lalkaka (1999) and 

CSES (2002) sum up the basic aims of such incubation concepts 

into several tasks: 

� Assistance for  higher survival rate of new ventures, 



 

 

� Establishment and development of new ventures, 

� Decrease of incubated enterprises costs, 

� New work places, 

� Raising of national (regional) competitiveness. 

 

Wilber a Dixon (2003) describe their main aim of incubator in 

their care of such entrepreneurial project which have potential to 

be viable. 

 

As an indication of their usefulness many new incubators have 

been established in the last few years. However, such indication 

may be not considered as a sufficient argument for the evaluation 

of their impact on economy. Nowadays, the methodologies for 

assessing and benchmarking incubators impact on SMEs 

performance and competitiveness are emerging (Lalkaka, 



 

 

Rustam, 2000). There might be a question: How do business 

incubators in reality contribute to the growth of SMEs? Are they 

truly able to help the start-up of SMEs to stand on their own feet?  

 

Benchmarking Observations  

 

The aim of author´s research is to outline the gained data about 

incubators observation in the Czech Republic and if possible 

confront these data with relevant observation provided in the EU 

(mostly with benchmarking character). It must be mentioned 

that there is a lack of complex incubation evaluation studies and 

possibly the most transparent one was published by Centre for 

Strategy and Evaluation Services (CSES, 2002). This study is 

comprised of combination of 2 approaches.  First, data from the 

carried out observations, secondly examples of the best practices 



 

 

chosen issues. It is important to highlight that the ambition of this 

paper is not to offer a complete analysis of the provided research. 

Rather, the author focuses on stressing chosen parts of the 

research including links to another author´s papers with further 

results of the research. 

 

Two observations were made during the years 2011/2012. These 

observations were completed by expert discussions from 

stakeholders’ range of incubators. First research was carried out 

by 12 business incubators from addressed 29 and has been 

added by expert discussions with incubators managers. It must 

be mentioned that these incubators present mainly the 

incubation core in the Czech Republic. Second observation was 

made by tenants and by graduates companies. 78 clients were 



 

 

asked, 28 answered – all SME sector, mainly active in IT, 

marketing or other technical branches.  

 

As Lalkala (2000) or CSES (2002) mentioned, there are several 

groups of information to be followed regarding the evaluation of 

incubator activities. The range of such information is wide. 

Evaluation can be started by general matters such as – assessing 

quality and quantity of offered spaces, number and qualification 

of incubator employees, offered service, number of tenants, 

incubated firms, generated jobs, growth of incubated firms profit, 

sales and employees, etc. Following, there is information 

provided to some of the selected topics. 

 

 

 



 

 

Observations: Basic Information and Services 

  

When starting the observation with basic information it must be 

considered that in the Czech Republic are in average only 3 

employees active in incubation services in comparison to EU 

average, 5, 6 people. Incubator management possesses usually 

(80%) economic or technical education which is comparable to 

EU situation (74,5%) (CSES, 2002). Experts recommend (Lalkaka, 

Rustam; Abetti, Pier A., 1999) incubators employees to have 

previous experience in entrepreneurship. Such recommendation 

is hardly achievable in Czech conditions.  

 

Speaking about premises, Czech incubators are mainly situated in 

reconstructed premises (58%) compared to EU where new 

premises are typical (60,3%). The average incubator space is 3 



 

 

573 m2 from which clients can use in average 2 682 m2. EU 

standards are higher by 5 860 m2.  The lack of space then results 

in Czech incubators not being able to offer wider choice of special 

premises – such as laboratories, storehouses, etc. As it was 

mentioned in the previous text, in the Czech Republic several 

new incubators buildings were established thanks to EU 

programs. Some of them were labelled during experts 

discussions as mainly developer issues hardly achieving the 

primary purpose of incubator existence.  

 

One of the essential indicators should be the rate of occupancy. 

By the examined sample, a rate reached 90% which is a great 

number also in comparison to EU 85% (CSES, 2002). Basic 

information, which every incubator should try to publish ,are 

numbers of tenants, graduates, created work places or ability of 



 

 

tenant to create a profit, raise sales. However, some institutions 

still do not follow these data; even they do not publish them in an 

annual report. This fact does not support entrepreneurial 

enthusiasm properly. An overview of gained data is presented in 

table 2 (own source, 2012). 

 

Please see table 1 in the PDF version 

 

The table shows that in average in each incubator there are 21 

clients in comparison to the EU average 30 (CSES, 2002). A 

positive effect can be seen on the answer of incubated clients. 

More than 50% confirms that during their incubation their 

number of employees and turnover has increased. However, they 

were not able to report exact number of annual increase. Finally, 

an essential question regarding incubator importance to SMEs 



 

 

was asked. It was proved that incubator activities really make 

SMEs start-up easier (all respondents agree) where 68% value 

these activities as very important (Tausl Prochazkova, 2012). 

 

Furthermore, figure 1 presents how incubators aims correspond 

to the general mission of an incubator (Tausl Prochazkova, 

2012), (own source, 2011). The results correspond to the 

observation in EU (CSES, 2002). It must be considered that 

incubator aims correspond to the primary purpose of their 

existence and that they help SMEs in their activities and raise 

their competitiveness in that way. 

 

Please see Figure 1 in the PDF version 

 



 

 

Incubator services have to correspond with the settled aims. The 

highest interest is still in possibilities using spaces, following 

with other offered services which are presented in the figure 2 

(Tausl Prochazkova, 2012). 

 

Please see Figure 2 in the PDF version 

 

A complex view on incubator services completes the view of 

incubated clients. Incubator clients have valued the most four  

important services (except of using incubator spaces) and their 

opinion was compared to the services which most of Czech 

incubators offer. As previously stated, clients still value as 

number 1 the possibility to use incubator spaces. Then most 

valued services (in the rank from first place to fourth place) are 

networking; training, educational courses; marketing advisory 



 

 

and business model and management advisory. Comparing with 

figure 2, to the most offered services by incubator, the preferred 

services are the same only with different preferences scale.  

 

Speaking about incubator services and their aim  would be 

essential and helpful to compare if the set of mainly spread 

offered services answer the problematical issues of SMEs. In table 

2 are summarized the most disadvantages of SMEs and compared 

with suitable incubator services which can help to minimize 

these problems. As it is seen, from this point of view, the 

structure of incubator seems to be well settled.  

 

Please see table 2 in the PDF version 

 



 

 

Speaking about incubator services, “table 3” is summarizing 

the best practices in chosen services – networking and 

financial services (own source, 2012, 2013), (Wolf et al., 2000), 

(CSES, 2002), (Growlink, 2011) 

 

Please see table 3 in the PDF version 

 

Observation: Entrance Policy 

 

Each incubator has to create its own entrance policy in order to 

differentiate between viable and not viable business projects. The 

most common criteria are described in figure 3. The most 

important criteria are a personal meeting and consultation of 

business plan with representatives of business incubator. In 

comparison to EU study (CSES, 2002), it is surprising that in this 



 

 

study was described as very important criteria enough of 

financial sources (which is seen as a very limited factor for 

SMEs).  

 

Please see Figure 3 in the PDF version 

 

Following, in table 4 are summarized some of the gained best 

practices in area of entrance policy (own source, 2012, 2013), 

(TCC Chemnitz, 2011), (CSES, 2002), UKBI (2003). 

 

Please see table 4 in the PDF version 

 

 

 

 



 

 

Observation: Evaluation Approach and Methods 

 

One of the most recent topics is a regular evaluation of incubation 

activities and their clients. The results show that incubators 

themselves are providing regularly some evaluation of their 

activities (58%), following the evaluation of the incubated clients 

(50% are regularly evaluated by incubators) or of graduates (no 

single graduate is regularly evaluated, only randomly 33,3%) is 

unfortunately not very positive. It is also interested to see the 

most followed criteria. More than 60% of incubators make 

evidence about occupancy rate, financial performance of 

incubator, number of created work places by clients and number 

of employees in incubated enterprises. Other indicators such as 

survival rates of graduates clients on market, or turnover of 

incubated or graduates clients are evaluate only randomly. As we 



 

 

can see, evaluation practices are not well developed in Czech 

conditions, possibly best practices examples in table 3 can be an 

inspiration (own source, 2010), CSES (2002), (UKBI, 2003). 

Please see table 5 in the PDF version 

 

Based on the gained data and experts´ discussion it was possible 

to make the following conclusions regarding the incubators´ 

evaluation: 

� Evaluation system of incubators and their clients is very 

weak. Evaluation system by graduates almost does not exist. 

� When making evaluation, it is mostly a limited method 

usually only focusing on monitoring some indicators (such as 

number of clients, created work places, etc.). 



 

 

� Evaluation method must present more complex and 

sophisticated issue using not only quantitative, but also 

qualitative data. A periodical contact with clients (also ex -

clients) must be integrated into such methods. 

� Incubator´s management recognized raising awareness of 

this problematic. 

� The impact to entrepreneurship  can´t be proved 

unambiguously because of the lack of data. (Tausl 

Prochazkova, 2012), (Tausl Prochazkova, 2013). 

 

Conclusion  

 

United Kingdom is one of the well-known countries with many 

business incubation activities. Perhaps the most important 

incubation institution in the UK – UK Business Incubation (UKBI, 



 

 

2003) has published several recommendations for business 

incubator management. There are several processes described 

which should be followed by an incubator. One of the 

recommendations is about setting an effective system of 

management processes and regularly monitoring and touch with 

clients, ex-clients. Only so, can be formed an appropriate method 

of measuring incubation performance and impact to 

entrepreneurship growth. Also, another help to build a high-

quality monitoring system and proved clearly a connection to 

entrepreneurship growth is to cooperate with statistical offices 

and use their data about enterprises demography. Unfortunately, 

based on the research made by the Czech statistical office (Tausl 

Prochazkova, 2012) the evidence of enterprises demography – 

birth, death – is a little bit patchy – and there is a lack of complete 

data about this topic.   



 

 

The aim of this paper was to bring into focus the topic of business 

incubation and its impact on the small and middle sized 

companies. As it was mentioned, SMEs fight a number of issues 

and achieving an economic, social and environmental balance can 

be very difficult for them. One of the possible help in order to 

enable them raise their competitiveness and finally ensure a 

sustainable grow is seen in the concept of business incubation. 

Business incubation model has recently experienced increased 

attention as a model of start-up facilitation. Discussion about 

relationship between SMEs and business incubation opens a 

platform for further research. Currently, the lack of methodology 

to evaluate the impact of such business support tool was realized. 

Generally, there is no doubt about the incubation positive 

influence of incubation on the start-up ventures. However, more 

detailed information about the size and width of such impact is 



 

 

missing. Available sources which mainly exist are not compact 

enough. There are several recommendations and proposed 

models by various institutions related to business incubation but 

without any clear and universal conceptual framework. In order 

to understand the “added value” of  business incubators there is a 

need for detailed research exploring the characteristics and 

performance of incubators themselves and (ex) firms located 

within. In this paper, it is a summary of an overarching incubator 

model that synthesizes elements and the best practices of 

incubation activities. As it is clear, the evaluation of contribution 

of these institutions to entrepreneurial activities, regional or 

national competitiveness and sustainability is a topic of a 

tremendous interest which calls for further research and studies. 
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