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Summary

In response to the dominance of positivism in research on entrepreneurship, and addressing the
lack of understanding of the role of business incubation in firm growth, the work presented
here uses a critical realist approach to analyse the value of business incubation services for
firms. Considering the wide spectrum of services proposed in varying incubation contexts, the
research aims at addressing how entrepreneurs perceive the value of various incubation
services for their growth, and whether these perceptions align with the framework delineated
in this work. The research design consists in a set of exploratory interviews with firm founders
within incubation centres in the UK, followed by a survey questionnaire to be submitted to a
set of approximately 1000 firms within 23 centres across the UK.
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Introduction

The essential role played by SMEs in national economies underlines the importance of
investigating and understanding early firm growth and how best to support and enable it. Early
firm growth is described as the process of a firm’s development from an undiscovered or not
yet created opportunity, to a mature, profitable and stable form of business (or to its possible
decline). Growth is therefore rooted in the study of entrepreneurship as well as in the theory of
the firm. While entrepreneurship scholars discuss the ontology of the entrepreneurial
opportunity and how to best educate entrepreneurs (Alvarez and Barney, 2007), scholars in the
field of strategic management address the source of a firm’s sustainable competitive advantage
(Barney, 1991; Grant, 1996; Teece, 2007). There seems to be a gap in the literature explaining
the steps between opportunity actualisation (Ramoglou and Tsang, 2016), and sustainable
business growth. Existing models of firm development published over the last 40 year that
attempt to fill this gap suffer from being “linear, unidirectional, sequenced and deterministic”
(Phelps et al., 2007, p.17) and are equated to “misleading roadmaps” (Levie and Lichtenstein,
2010, p.336).

In practice, entrepreneurs and early-stage firms often turn towards business incubation, or
similar organisations, to support their growth (Bgllingtoft and Ulhgi, 2005). Some scholars
define incubation by focusing on business incubator (BI) service-provision (Aaoben, 2009;
Vanderstraeten and Matthyssens, 2012), while others focus on the goal or aim of incubation
(Adegbite, 2001; Rubin, Aas and Stread, 2015) (see Appendix 1). Bls are studied together with
science parks (see 2005 special issue of the Journal of Business Venturing on Science Parks
and Incubators), or innovation centres (Colombo and Delmastro, 2002), and the various
denominations appear to be used in practice as a branding tool, adding to the confusion for
practitioners and academics alike. The definition of business incubation by Bgllingtoft and
Ulhgi (2005, p.268) as “an umbrella term for any organization that provides access to
affordable office space and shared administrative services” is used in this work.

While literature has yet to provide a convincing model to explain early firm growth based on
solid theoretical foundations (Garnsey, 1998), in practice, some Bls appear to successfully
support firm survival (Storey and Strange, 1992), employment growth (Colombo and
Delmastro, 2002; Lofsten and Lindel6f, 2002) or sales growth (Lofsten and Lindel6f, 2003).
Additional empirical work is needed to explain the superior performance of some Bls over
others, and better understand early firm growth. The work presented here responds to the
positivist dominance in the study of entrepreneurship and business incubation by proposing a
critical realist framework for the analysis of business incubation. The first section describes the
theoretical perspective, while the second section describes hypotheses being investigated.

Theoretical framework

The field of entrepreneurship is dominated by positivism, as studies tend to be “assessed
through reliability and validity procedures” akin to “a logical positivist approach” (Hlady-
Rispal and Jouison-Laffite, 2014, p.595), and dominated in the 20" century by a single method
approach of questionnaires and surveys (Aldrich, 1992; Gartner and Birley, 2002). Other
approaches are “demonstrably underrepresented in entrepreneurship research” (Hindle, 2004,
p. 577), and while calls for alternative approaches are continuously made (Leitch, Hill and
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Neergaard, 2010; Morris, Pryor and Schindehutte, 2012) non-positivist work on small business
growth and business incubation remains meagre.

In response to the dominance of positivism, this study takes a critical realist perspective,
deemed to provide an appropriate foundation to improve our understanding of entrepreneurship
(Blundel, 2007). Reality is deeper than its observable surface and can be represented in layers
(Bhaskar, 1978). In accordance with systems thinking (Mingers, 2014), what is observable by
some individuals may be outside of what is observable by others. Not all boundaries of
observability are universal: events that are experienced by individual A at a point in space and
time are influenced by previous events and mechanisms from different spatial and temporal
settings. One of these events having possibly been observed by a different individual B may be
unknown to and unobservable by A. While the philosophical debate on the ontology of reality
is outside the scope of this work, this paper is framed by an understanding that the boundary
between Bhaskar’s (1978) Actual and Real is the generalisability of the boundary of
observability: while actual events and mechanisms are subjectively unobserved but knowable,
the Real is subjectively unobservable and unknowable. Accordingly, as our technical capacities
of analysis progress, we increase our ability to observe the Actual. While the Empirical, which
is the realm of individual human perception and knowledge, remains ontologically separate
and different from the Actual and the Real (Blundel, 2007), we can approximate our knowledge
of the Actual both through interpretation and through objective reasoning and empirical testing
(Bhaskar, 1978) — yet the Real exists independently and remains unattainable.

Based on the proposed philosophical framework, an ideal role of business incubation can be
hypothesised. First, in their criticism of firm growth models, Phelps et al. (2007) and Levie and
Lichtenstein (2010) propose that firms are in states rather than stages. The preferred term state
avoids the connotation of linearity and direction, and implies the element of transformation.
Levie and Lichtenstein (2010) posit that firms are at dynamic states at any point in time. They
describe dynamic states as “networks of beliefs, relationships, systems, and structures that
convert opportunity tension into tangible value for an organisation’s customers/clients,
generating new resources that maintain that dynamic state” (Levie and Liechtenstein, 2010,
p.333). This perspective aligns with Penrose’s (1959, p.41) view that “‘expectations’, and not
‘objective facts’, are the immediate determinants of a firm’s behaviour”.

Second, “there is no way of measuring an amount of expansion, or even the size of a firm, that
is not open to serious conceptual objections” (Penrose, 1959, p.199). Considering the
heterogeneity of firms operating in different contexts and at different stages of their
development, performance can hardly be compared with one single dependent growth variable
(McKelvie and Wiklund, 2010; Achtenhagen, Naldi and Melin, 2010). Growth, therefore, is
contextual in nature; it only exists in the eye of the observer.

Thus, following the critical realist perspective and systemic view, each individual has their own
interpretation of the dynamic state in which a firm is, and what the future dynamic state of a
firm should be. It is the awareness of the actual dynamic state and of the obstacles on the path
to an aimed and realisable future dynamic state that may lead to sustainable growth.
Accordingly, the role of Bls should be to enable a firm’s founders to (1) achieve a shared
understanding of the current dynamic state of their firm, (2) achieve a shared understanding of
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a future dynamic state of their firm, and (3) make use of the resources and knowledge in the
local, regional and national ecosystem to enable firms to reach that future dynamic state.

No two incubators are alike. Literature clarifies the heterogeneity of incubators in terms of
service types (Adegbite, 2001; Ratinho and Henriques, 2010), profit motives (Allen and
McCluskey, 1990; Hannon and Chaplin, 2003), network orientation (Bgllingtoft and Ulhgi,
2005) and internal structure (Autio and Klofsten, 1998; Rubin, Aas and Stread, 2015). In
addition, incubator stakeholders may affect a BI’s strategy (Bigliardi, Dormio, Nosella and
Petroni, 2006). The services bundles provided to tenants vary not only from centre to centre
(Adegbite, 2001), but also from tenant to tenant, since the services are equally dependent on
the provider entity as on the receiving entity (Rice, 2002). This makes it particularly complex
to measure and compare incubation success (Mian, 1997), let alone incubation service quality
between tenants. The variety of services offered explains, in part, the difficulties faced by
incubation scholars.

Proposed Research

Research on Bls has taken the form of quantitative, qualitative and mixed methods (Eveleens
et al., 2017). In light of the analysis above, delineating the current obstacles in the research on
firm growth and incubation, the following research design based on a critical realist perspective
IS suggested.

The research aims at addressing how members of the controlling entities of firms perceive the
value of various incubation services for their growth, and whether these perceptions align with
the framework delineated in this work. Considering the suggested positive impact of
entrepreneurial orientation (EO) (Altinay, et al., 2016; Stenholm, Pukkinen and Heinonen,
2016), and of growth orientation (GO) and growth intentions (GI) on growth (Wiklund,
Shepherd and Patzelt, 2009), it is proposed that we can assess the differences among tenant
firms based on these constructs. We describe ambitious firms as firms with a founder (or
founding team members) displaying high levels of EO, GO and GI. The variety of services
proposed by Bls can be categorised into functional and growth-driven services (see Table 1).
Functional services are services that tend to aim to cut overhead costs, while growth-driven
services align with the three incubator aims presented above!. The following hypothesis is
therefore formulated:

H1: Ambitious firms in business incubators present a higher perceived value of
growth-driven services.

Furthermore, the limited amount of staff working in Bls (Lee and Osteryoung, 2004) and the
importance of incubation management for their tenants (Sentana, Gonzales, Gasco and Llopis,
2016) may lead tenant firms to perceive Bl staff in different ways depending on the BI staftf’s
strengths and weaknesses. Considering the contextual nature of the value of Bl services for
tenants, we propose the following second hypothesis:

! The extent to which G-labelled services can be divided into subsets, depending on the extent to which they
address points (1), (2) and (3) above, is a point deemed, by the authors, worthy of discussion with the assembly.
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H2: Ambitious firms perceive different positive characteristics of Bl staff than non-
ambitious firms.

In a first phase, exploratory semi-structured interviews with 34 firms situated within incubation
centres in the UK have aimed to assess whether the perceived value of incubation services
correlates with particular patterns of perception, or particular intentions, of the entrepreneurs.
The results have provided preliminary support for these hypotheses, as the empirical research
suggests varying perceptions of Bl services depending on ambition, and perceived loci of
control. Since then, access to a sample of 1000 firms in 23 Bls has been granted. A survey
questionnaire is being elaborated and will be distributed to this sample, and a further set of
interviews will be conducted with some survey respondents to provide more depth to the
results.

Service Authors Functional (F) or
Growth-driven (G)
services

Provision of office equipment and Adegbite (2001); Aerts et al. (2007); =

janitorial services Ratinho and Henriques (2010)

Meeting room/conference facilities Rice (2002); Aerts et al. (2007) F

Catering facilities Rice (2002); Aerts et al. (2007) F

Provision of telecommunication services Rice (2002); Aerts et al. (2007) =

(phone, internet)

Administrative services (incl. secretarial Aerts et al. (2007); Ratinho and =
services) Henriques (2010)

Specialised equipment Rice (2002); Aerts et al. (2007) F
Group (medical/dental) insurance Rice (2002) F
Ngtwprklng (business relationships) — Aerts et al. (2007) G
with internal and/or external partners

Business planning and support in forming Rice (2002); Aerts et al. (2007) ‘ G

a company
Fundraising support (incl. grants, bank Adegbite (2001) ; Rice (2002); Aerts
loans, seed and venture capital and other | et al. (2007); Ratinho and Henriques | G

financial advice) (2010)
Sales support Rice (2002); Aerts et al. (2007) G
Marketing support (incl. online and Adegbite (2001) ; Aerts et al. (2007);

offline communication, market research) | Ratinho and Henrigues (2010) G

SIEEQUTE LR (NiFETELer End Adegbite (2001) ; Aerts et al. (2007) ‘ G

communication technologies
Adegbite (2001); Rice (2002); Aerts

Mentoring, strategic and managerial et al. (2007); Ratinho and Henriques | G

support (2010)

Support in developing new products and Aerts et al. (2007) ‘ G

services

Human resource support (incl. help with Adegbite (2001); Rice (2002); Aerts G

recruitment, HRM, team building) et al. (2007)

Accounting supbort Aerts et al. (2007); Ratinho and G
g supp Henriques (2010)

Legal support (incl. IP and patent law; Rice (2002); Aerts et al. (2007) G

support with contracts)

Pre-incubation services Aerts et al. (2007) G

Support with R&D and product Rice (2002) G

completion

Table 1: Categorisation of services provided in incubation and similar organisations.
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Appendix
Appendix 1 — Selected definitions of business incubation
Authors Definition
Aaboen (2009) “An incubator provides resources like space, goals, marketing,
management, structure and financing to knowledge- and
technology-intensive new technology-based firms” (p.457)
Adegbite (2001) A business incubator is “an organisation that facilitates the process
of creating successful new small business” (p.157)
Rubin, Aas and “It 1s agreed that a BI's major goal is to stimulate entrepreneurship
Stread (2015) and help incubatees in their early stages.”

“BlIs” are a “catalyst tool for economic development which provides
entrepreneurs with a range of business resources and services.”
(p.12)

Vanderstraeten and | Incubators "offer office space, a pool of shared support services,
Matthyssens (2012) | professional business support or advice, and internal/external
network provision to start-up firms" (p.656)

Yet many similar organisations offer overlapping services, and the
incubation market is populated by 5 main actors: "business
incubators, logistic infrastructure providers, non-profit advice
organisations, for-profit advice organisations and finance advisors"
(p.656)




