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AUTHOR’S NOTE 
 

What follows is based on my theoretical research work, job experiences, 
as well as reading and interpretation of various articles. My past 
experiences in working on an Incubation program, and being in touch 
with several numbers of entrepreneurial start-ups, brought up the idea of 
introducing a special type of incubation process, based on 
entrepreneurship communication, and collaboration, over the Internet.  
So, this thesis survey is trying to represent and develop the theoretical 
design of a new business idea that mostly, includes my own opinions, as a 
preliminary framework for utilizing web2.0 social networking aspect in 
business incubation point of view, which definitely cannot cover all the 
possible approaches.   
 
Therefore, it seems quiet normal if readers can mention on, and add some 
more specific points and different views to my work, which I haven’t 
notified them.       
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ABSTRACT 
 
This thesis work has examined and analyzed a new operating model in business 
incubation era, based on utilizing the second generation of web. The main objective of 
this survey is developing a model of representing many of business incubation 
services, by enlarging the network relationships between entrepreneurs (including 
innovative start-up firms), in order to let them share their own experiences, business 
knowledge, and abilities, in a mass-collaborative networking system.  
Business incubation is a dynamic process of enterprise development, which 
accelerates the successful development of start-up and fledging companies by 
providing entrepreneurs with an array of targeted resources and services. The basic 
idea of this survey is applying social aspect of web2.0 regarding to develop a new 
business model, based on the fact that many of business incubating services can be 
introduced and developed by the dynamic interactive correlation between different 
types of start-up firms, in which they can share their own experiences, as the 
extremely valuable practical guidelines for one another, in an open-source 
collaborative area. I believe that web2.0 aspect, especially social networking system, 
and Wiki can be utilized as the effective tools for facilitating and improving the 
entrepreneurs’ communication, where a start-up firm would be helped by other 
entrepreneurs during its incubating and growth process. 
  
In first chapter, I have been illustrated the prolegomenon view of the research area, by 
distinguishing business incubation point of view from other types of entrepreneurship 
supporting facilities, and a brief discussion about the implications of internet and 
especially web2.0 aspects in incubation era. Moreover, assumed research problems, as 
well as research question and objectives, have been discussed, in order to obtain the 
preparatory prospect of the research procedure and objectives. Finally, the research 
method used in this survey, has been described. Second chapter is about the overview 
of business incubation, as the background of my research. Generally, identifying the 
term of business incubator, and the overall incubating process has been mentioned. 
Furthermore, different types of incubators and their operating models based on 
several sensational factors on differing varieties of incubators, has been discussed. 
Chapter three has more epitomized on incubation networking systems, as well as the 
influences of applying on-line tools and web solutions in representing the incubation 
services, in a virtual area, through Internet. Then, in chapter four I have discussed 
about the practical challenges of entrepreneurs and incubators, based on my previous 
experiences and observations from being in connection with large number of 
entrepreneurial individuals and start-ups. The purpose of this chapter is introducing 
the practical background for incubation model I have represented during this research. 
The fifth chapter is about the term of web2.0, specifically as a drastic revolutionary 
aspect in business activities. The term of web2.0 and social networking system, and 
their influences in business and economic situations have been notified. Chapter six 
has examined and visualized the theoretical aspect of “web2.0 business incubator 
model”, based on designing an interactive network relationship, which can make 
correlation between entrepreneurs, on base of sharing and subscription their abilities, 
experiences, and business knowledge in widespread on-line community. After 
developing the theoretical model, chapter seven has tried to analyze the advantages 
and disadvantages of the model. Conclusion and further suggestions have been 
pointed out, at the end of this research.  
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CHAPTER I 
Introduction & Research Design 
 
The concentration of this chapter is on preliminary explanation about the research 
area, major problems, which might be solved by the results gained from further 
discussions, research objectives, and the main question would be answered during 
upcoming study. Furthermore, the certain method chosen for gathering required data, 
has been described in this chapter.   
 
 
1.1 Introduction  
 
Joseph Schumpeter1 added technology and Entrepreneurship to Smith’s economic 
key factors2, recognizing the role and dynamic nature of technological change and 
innovation (Carayannis and Zedtwitz, 2005). Most of industrialized and developed 
countries, like Europe and united state, have experienced considerable re-structuring, 
switching from traditional manufacturing industries, towards new and more complex 
technologies, such as electronics, software, and biotechnology. According to Baptista, 
Escaria, and Madruga (2007), Entrepreneurship and small firms play a particularly 
important role in this context, because of two main reasons: (a) the use of new 
technologies has reduced the importance of scale economies in many sectors, and (b) 
the increasing pace of innovation and the shortening of product and technology life 
cycles, seems to favor new entrants and small firms, which have been greater 
flexibility to deal with radical change, than large corporations. Thus, there is a 
positive relationship between increase in new entrepreneurial firm start-up rate, and 
subsequent economic growth and development, at micro and macro levels.  
Generally speaking, Entrepreneurship is the practice of starting new small and 
medium size enterprises (SME), or revitalizing mature ones, which is usually difficult 
undertaking, as a vast majority of new businesses fail. As Peter Drucker (1970) states, 
“the behavior of an entrepreneur reflects a kind of person willing to put his/her career 
and financial security on the line and take risk in the name of an idea, spending much 
time, as well as capital, on an uncertain venture”. Even more, some researchers 
believe that the main factor differentiating entrepreneurs from employed workers is 
the uncertainty and risk taken by the former (Entrialgo, Frenandez, and Vazquez, 
2001).  
The start-up failure is high, according to OECD (2002). On average, one on three new 
European enterprises fails before the second year of its existence, and more than half 
of them don’t survive the seventh year. Moreover, the current economic situation, 
does not add to the attractiveness of risky business of establishing new companies 
(Aerts, k. Matthyssens, P. and Vandenbempt, K. 2007). One instrument to promote 
                                                
1 Economists and political scientists (1883-1950) represented two different theories in 
entrepreneurship field; first one argues that innovation and technological change of a nation 
comes from the entrepreneurs. Another theory of Schumpeter indicates that the actors, which 
drive innovation and the economy, are big companies, which have the resources and capital to 
invest in research and development.  
2 18th century philosopher, who has been stated Land, Labor, and Capital, as three key input 
factors of the economy.  
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innovation and entrepreneurship, and counter this high start-up failure rate is Business 
Incubators-BIs, which are programs, designed for accelerated the successful 
development of entrepreneurial firms through an array of business support resources 
and services, and constitute an environment, especially designed to hatch enterprises 
(NBIA3). Generally, an incubator can be identified as a support environment for 
fledging companies. Incubators have become a ubiquitous phenomenon in many parts 
of the world, and are viewed as a tool for promoting the development of growth firms 
(Bergek, and Norrman, 2008).  
Entrepreneurs with feasible projects are selected and admitted into the incubators, and 
then they will receive a package of supporting services, including Business 
Knowledge and Information, Physical Spaces (Office, Lab), Management Coaching 
and Consultant Services, Help in Preparing an effective Business Plan and Feasibility 
Study, Administrative Tools and Services, Technical Support, Business Networking 
and Communication, Advice on Intellectual Property, and Help in Finding Source(s) 
of Financing (Garayannis, and Zedtwitz, 2005).  
 
The advent of Internet age has ushered in a period of significant development of new 
models of doing businesses and managing organizations. Various authors (e.g. 
Yushiharu, and Yukio, 2008) have talked about networked organization, virtual 
corporations, and cellular and distributed firms. Developing in Information 
Technology are actually enabling, if not driving, enterprises to adopt new work 
practices, new organizational structures, and even new management styles in order to 
extend their business, both domestically and abroad (Nowak, and Grantham. 2000). 
This new situation in business era might help incubators to provide the small business 
community with a structure and mechanism to easily access to Information on best 
practices for business development, industry and management experiences, and 
Resources for international marketing, sales and distribution. Even more, I believe 
that by increasing the popularity of utilizing Internet tools in business activities, 
which will caused increasing the number of virtual organizations, demand for many of 
the basic incubation services, like office spaces, and official administrative facilities, 
may decrease. 
 
Furthermore, the new generation of web and IT approach, Web2.0, can make business 
incubators more eligible and effective, by improving the qualifications of 
communication and networking systems, and also encouraging the process of 
creating, transferring, and improving business knowledge and experiences, by making 
collaboration between entrepreneurs (including start-ups and innovative firms) 
together, as well as connecting incubators, and even other types of business 
supporting agencies, to each other. 
Web2.0 is the second generation of web-based communities and hosted services, such 
as social networking sites, Wikis, Blogs, and folksonomies, which aim to facilitate 
creativity, collaboration, and sharing among users. The term web2.0 does not refer to 
an update to any technical specifications, but to change in the ways software 
developers and end-users deal with web (Tim O’Reilly, Born 1954). Moreover, 
web2.0 is defining as a set of applications that leverage network effects. 

                                                
3 National Business Incubation Association  
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I use the term of web2.0 in the sense of a social aspect, rather than a technical 
approach. On the other word, the idea of combining web2.0 and incubation points of 
view is based on the social impacts of mass-collaboration and social-public 
contribution, which are presented by web2.0, in improving the context and 
representation ways of incubation services. As Tim O’Reilly dedicated, one of the 
major aspects, which differentiates web2.0 philosophy from previous generation of 
on-line approach is that in web2.0 sites, users are contributing and sharing the certain 
materials with each other (like in myspace, and facebook), as well as acting as 
important and unique content development resources (like in wikipedia). So, the main 
point of web2.0 is the public/social contribution of users.  
 
Furthermore, the main emphasize of my study is analyzing the opportunities of 
applying social networking approach, in case of providing more effective way of 
representing incubation services, mostly by Making a strong connection between 
entrepreneurs (including individuals and start-ups) -no matter where they have been 
located geographically- as well as different kind of information resources, such as 
advisors, business expert individuals, and knowledge centers.  
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1.2 Problem Discussion  
 
According to Bruno (1998), Virtual approach in business incubators has been tried to 
solve some of the existed problems in traditional form of incubators. For instance, 
shortcomings of the structure tend to revolve around the need to operate the incubator 
building, as any other real estate projects would be run. Traditional incubator 
operators have reported that “their buildings tend to consume their cash flow and that 
they have been ill prepared to deal with the problems that typically arise with their 
physical structures” (Bruno, 1998). On the other hand, virtual approach in incubation 
doesn’t provide the face-to-face effect of tenants’ interacting, which takes place in 
physical BIs. So, the importance of interaction between entrepreneurial firms, 
involved in an incubation project, has been missed in online incubators.  
Furthermore, BIs, like other corporations, should be adopted with the new business 
revolution in World Wide Web. These changes are mostly included the target and 
performance, rather than technical developments. On the other hand, the structure, 
thinking way, purposes, and even philosophy of web-oriented approach are going to 
change the basic elements of business activities, by deployment of web2.0 
applications, which has a great impression on requested supporting necessities of 
new-established and start-up companies from business incubation process (Nowak, 
and Grantham. 2000).  
 
So, online and web-based solutions are using in incubation area, basically because of 
three different reasons: (a) online tools can be applied to decrease the expenditures of 
incubators, by ignoring the real-estate services; (b) incubators can have access to 
global market and unlimited number of customers, from all around the world, through 
Internet; and (c) they can adopt with the new age of business activities, which comes 
from applying Internet in both economic and structural aspects of business.  
On the other hand, entrepreneurs who need to use incubation services, can be 
benefited from online form of representing these services, because of being connected 
to several number of service providers with different professions, from all around the 
world. Also start-up companies can use their needed business supporting services, 
without any necessities to leave their present location.    
 
Therefore, basic points of the problem I have considered in this research, can be 
summarized as follow: 
1. Although representing incubation services through Internet is beneficial for both 
entrepreneurs and incubators, mostly because of the factors mentioned above, but 
missing the relationship and communication between entrepreneurs in online-based 
incubators is a crucially important problem.  
2. The organizational structure of incubators (including traditional with-wall, and 
web-based ones) doesn’t pay enough attention to the importance of entrepreneurs’ 
knowledge and experiences, in case of being used as an incubating source for each 
other. So, another challenge existed in incubation area is that entrepreneurs, 
themselves, can help each other in their incubating process, by sharing their own 
experiences, knowledge and business abilities.  
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1.3 Research Question & Objectives 
 
Basically, the major question should be answered during this research is that “In 
which ways Web2.0 approach can be implemented in business incubation process, 
and how it can help entrepreneurs and start-up firms being more benefited- from 
incubating services- in more effective ways?” 
 
For answering this question, it is quiet necessary to first emphasize on some basic 
definitions about business incubator, as well as web2.0 social aspect, regarding to 
build the scientific foundation for the upcoming studies.  
 
The major objective of this research is providing, developing, and analyzing a new 
business incubation model -based on my own practical experiences, findings, and 
observations4- by applying the social aspect of Web2.0, in order to represent 
communication and interactive relationship between entrepreneurial individuals and 
start-ups, in a global and Internet-based area, in which they can share their own 
business and incubating experiences, knowledge, and abilities. This entrepreneurship 
community can be applied as a Dotcom incubation program, works by participating of 
their users. Certainly, the purpose of this model is facilitating the incubation phase of 
entrepreneurs, based on involving them in a continually upgraded and open-source 
knowledgebase, which can help them receive their needed supports, during their 
growth phase, mostly by contributing in an interactive information sharing structure, 
performed by collaboration of several numbers of entrepreneurs, with different 
specialties, and from different locations5.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                
4 Chapter 4 is completely concentrated on my practical experiences, and observations.  
5 Method, and different layers of performing this research has been clarified in next section.  
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1.4 Research Methodology 
 
According to Ghauri, and Gronhaug (2005), “research design provides a plan or a 
framework for data collection and its analysis, which contains the type of research, 
and the priorities of the researcher”. In addition, research method refers to the 
techniques used to collect data, mostly on empirical aspects of research.  
 
I’ve tried to combine Theoretical and Empirical levels of research together. 
Theoretical aspect is necessary in case of analyzing the concept of web2.0, its relation 
to business era, and also being able to create the scientific content of using web2.0 
solutions in incubation process, which has been performed by surveying previous 
related literatures, as well as developing the conceptual model of the basic idea. While 
empirical aspect has been used to evaluate the importance and effects of web2.0 in the 
practical concept of business incubation, as well as the procedure of representing 
incubating services. This empirical evaluation has been implemented by using my 
own practical experiences and observations, during three years working as internal 
affairs manager, in IUST business Incubator-Iran6. 
 
This survey structure is based on Exploratory Research, which is using in the 
situations that the problem is not well understood and cleared (Ghauri, and Gronhaug, 
2005). So, the research has started with exploring and clarifying the problem -based 
on my practical findings- continued with the theoretical model representing for 
solving the problem, and finalized with analyzing the model (See Figure 1.4). 
I have used both Secondary and primary data, regarding to prepare the required 
information. My secondary data source is several number of articles and previous 
researches in related subject area, and the sources of primary data are my practical 
experiences and observations, as well as having interview with Mrs. Anna Nyström7, 
from Blekinge Business Incubator-Sweden.  
 
 
   
 
 
 

 
 

Figure 1.4 Research Process and Levels 
   
 
 
 
 

                                                
6 IUST Business & Technology BI is an incubator related to one of the most famous 
engineering & Technology universities of Tehran-Iran, called “Iran University of Science & 
Technology-IUST”.  
7 Business Development Manager of Blekinge Business Incubator-Karlskrona-Sweden 
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CHAPTER II 
Background of Research 
Business Incubation Overview 
 
The major concentration of this research is on providing the general definitions about 
business incubator, its process, and different models applied in incubators. So, the 
purpose of this chapter is developing an overall overview of business incubation 
content, as a required foundation for upcoming studies.   
     
2.1 Introduction to Business Incubator 
 
According to NBIA (2000), “Business Incubation is a dynamic process of business 
enterprise development, which accelerates the successful development of start-up and 
fledgling companies by providing entrepreneurs with an array of targeted resources 
and services”. Theses services are usually developed or orchestrated by incubator 
management and/or business experts from outside of BIs, and offered both in business 
incubator and through its networks of contacts. Business incubators seek to 
effectively link talent, technology, capital, and know-how in order to leverage 
entrepreneurial talent and to accelerate the development of new companies (Mcadam, 
and Marlow, 2007). As NBIA states, the term of business incubation refers to an 
interactive development process, where the aim is to “encourage people to start their 
own businesses and to support start-up companies in the development of innovative 
products and services”. Therefore, a true BI is not only office space with shared 
secretary and common administrative tools, but besides accommodation, an incubator 
should offer services, such as Management consultant, access to finance, legal advise, 
operational know-how, and access to new markets (Aernoudt, 2002).  
The main goal of a business incubator is to produce successful firms that will leave 
the incubation program financially viable and freestanding, with a reasonable delay. 
So, the successful rate of a business incubation process can be measured by 
qualitative-quantitative evaluation of its graduated firms. According to European 
Commission Enterprise Directorate (2002), the most ranked objectives of BIs are: (a) 
Contribute to competitiveness and job creation, (b) Help R&D centers commercialize 
know-how, (c) Help companies generate spin-off activities, and (d) Help 
disadvantaged communities/individuals.  
 
The number of business incubators is growing rapidly, from 200 at the beginning of 
the 1980s, to over than 3000 in 2001, one-third is located in north America; 30% in 
western Europe, and the rest is dispersed over Far East (20%), South America (7%), 
Eastern Europe (5%), and Africa, the Middle East, and Other regions (5%), (European 
commission, 2002).   
Originally, BIs were set up to “provide workspace and equipments for professors and 
students who had promising business ideas and technology” (Finer, and Holberton, 
2002). But gradually, some other types of business incubation models8 were 
developed and started to represent the expanded variety of supporting services, to 
different kinds of entrepreneurs, innovators, and idea owners.  

                                                
8 Different business models -used in incubation field- has been described in next section. 
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2.2 Impacts of Different factors on differing Incubators 
 
Recently, the number and varieties of business incubators have been increased. 
Generally speaking, Incubators vary in the way they deliver their services; in their 
organizational structure and in the types of tenants they serve. Highly adaptable, 
incubators have differing goals, including diversifying rural economies, providing 
employment for and increasing wealth of depressed inner cities, and transferring 
technology from universities and major corporations. Incubator tenants are at the 
forefront of developing new and innovative technologies -creating products and 
services- that improve the quality of our lives in communities around the world 
(NBIA). According to Bollingtoft, and Ulhoi (2005), “classifying incubator types are 
not as easy as it seems, because no two incubators are exactly alike”. On the other 
word, different incubators have different priorities, based on the general goal of BIs, 
which is developing firms and simulating entrepreneurship. Even among incubators of 
similar models, there are differences in their operations and goals. So, it seems 
difficult to breakdown different kinds of incubators into certain separate categories, 
because there are lots of overlaps between them. I believe that considering the 
differentiations of incubators, as an “Expansion”, can be more usable to explain the 
varieties of incubators.   
Basically, There are several number of factors can make differences between 
incubators, such as: (a) Industrial fields that incubators are focusing on. For instance, 
some of the incubators are working on manufacturing ideas, while some others are 
more concentrated on service companies, (b) Geographical expansion, which differs 
incubators based on their located scopes, (c) Physicality that explains the differences 
of with and without wall incubators, which is based on using web solutions for 
representing all or some of the incubation services, (d) Incubation Process describes 
the varieties of incubation programs, like Pre-incubators, Real estates, incubators, and 
Expert consulting firms (e) Incubation Strategy that explains the differentiating of 
incubators based on their economical purposes can be categorized from completely 
non-profit to for-profit BIs. So, each business incubator can be seen as an 
organizational framework, which has been established, based on combining different 
factors, like those have been mentioned in figure above, and it’s not eligible to 
emphasize on certain separated categorizations for explaining the differences of 
incubators (See Figure 2.2).  
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2.2 Impact of Different factors on differing incubators  
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2.3 The Operational Business models, used in Incubators 
 
According to InfoDev Incubator Support Center (Idisc), operational model determines 
“the way in which the incubator will be organized and operate, as well as its structure, 
the scope of services it provides, its funding opportunities, and its level of external 
alliances". Basically, there are four different operation models, applied in business 
incubators (Idisc, 2003):  
 
1. Bricks & Mortar (BAM): this is the simplest of the four, and “represents the 
historical model of business incubation, which focuses on physical facilities, office 
support, and limited on-site services”. Those incubators using this model provide very 
limited amount of services, which may include a receptionist, a telephone, a 
photocopier and so on. It is unlikely that considerable management expertise is 
available, but one individual may be there to provide limited coaching and direction. 
The majority of BAM incubators are mixed use, or horizontally focused, in that the 
incubatees are not in the same industry (Idisc.net). The strength of this model is that it 
provides a physical gathering space for entrepreneurs, which helps them having a 
strong human interaction with each other. On the other hand, the weaknesses of BAM 
incubators include the limited scope of services they provide, as well as the fact they 
do not provide any funding (Lavrow, 2000). 
2. Virtual, Portal, or without wall: this type of incubators delivers a wide range of 
services, electronically, through the Internet. According to Lavrow (2000), they create 
virtual alliances and provide a limited amount of funding. The Portal's major strength 
is: (a) easy access to a wide range of services, (b) no administrative costs associated 
with physical facilities, and (c) ease in seeking associates and serving clients, 
globally. But its weakness though is a lack of human interaction that delimits its 
clientele, since many seek personalized humanized services, in addition to the 
electronic medium. 
3. The HUB/ Venture Incubator: Lavrow (2000) describes the HUB as “the most 
typical start-up incubator”, which combines the strengths from both BAM and Portal 
models, into a central office. Specialized divisions within the incubator offer a good 
range of services. A limited amount of funding is available to the incubatees. Yet, the 
incubators network with the outside is underdeveloped, loose, informal and 
inconsistent (Idisc, 2003). 
4. Eggubator: this is the newest incubation model, concentrates on the strengths of all 
previous models, takes them further, in building dedicated alliances and partnerships, 
both internally, with their own graduates and spin-offs, and externally. It has an 
orbital structure with a strong core in the center –that ensures good vertical 
information flow- and multilayered orbits/affiliations that allow high quality 
information circulation, both horizontally and multi directionally, across the layers. 
Eggubator incubators offer a total range of services, as well as a perfect 
entrepreneurial network, where access to a needed service is offered at any time 
(Idisc, 2003). Idisc states that These structurally complex interactions are able to best 
serve the client's interests and offer direct access to miscellaneous funding sources, 
but at the same time the complexity of multi-directional interactions in the program 
design and the delivery, present a major challenge for the venture since they are not 
necessarily very user-friendly or easy to manage.  
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2.4 Business Incubation Process 
 
Figure 2.4 shows the general view of business incubation process (A.Brojeni, 2005). 
According to this figure, Pre-incubators face with pure ideas and represent special 
kind of services, to help entrepreneurs expanding the concept and economic-technical 
aspects of their ideas. Thus, the output of pre-incubation phase is still an idea, but 
with improved qualifications and ready to be traded. In next step, an incubator 
receives adult ideas, and supplies a package of trading services, which can help 
tenants to be more successful in process of starting-up and establishing new firms. So, 
the output of incubation phase is a business company, with capabilities of being alive 
in real business and trading area. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Pre-incubators are usually established as a joint-innovation process for proof-of-
concept (Hallqvist, Nystrom, and Cronholm, 2007). This pre-phase of business 
incubation was seen as a necessary facility to fill the gap between the institutes of 
higher education and BIs, (Rajaniemi, Niinikoski, and Kokko, 2005). Furthermore, 
pre-incubators were designed to host the business incubators and to promote spin-off 
and start-ups, especially from and within the higher education institutes. They were 
developed to address especially the obstacles that academics often saw to the 
entrepreneurship: insufficient economic knowledge, unknown market potential of 
developed products and services, high financial risks and lack of capital, missing 
personal skills as well as unawareness of the value of their intellectual property 
(USINE, 2005). The basic process of a pre-incubator contains attracting and 
collecting ideas, screening, prototype development, and market test. A pre-incubator 
can transfer “companies to be” at an earlier stage. The ambition is to achieve an 
efficient chain of events and grated possibility for sustainable ideas to find capital to 
ensure survival at an early stage. Therefore, pre-incubator is a bridge between 
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companies and entrepreneurial areas, like academia, with clear interests for both parts 
(Hallqvist, Nystrom, and Cronholm, 2007).  
Generally speaking, pre-incubators: (a) encourage entrepreneurs to develop a detailed 
plan of their project, (b) Asses entrepreneurs’ professional development needs, and 
provide them through various training programs, during pre-incubation phase, by 
coordination with academic centers, research institutes, and expert individuals, as 
outside parties, and (c) encourage entrepreneurs being involved in the actively 
network of support services available, both in private and public sectors (Edinburgh 
Pre-Incubator). 
 
On the other hand, Incubators provide some specific services, which will be requested 
for entrepreneurs, regarding to start-up their own firms. According to Garayannis, and 
Zedtwitz (2005), incubation services can be ordered, based on their priority for 
entrepreneurs, into five main categories:  
1. Physical resources, such as office and lab space, meeting and conference room, 
sport facilities, computer network, Administrative facilities, and other amenities to do 
with physical infrastructure.  
Poorly performing incubators have focused too much as their role as landlords, 
neglecting other services described further below. In this field, incubators compete 
with technology and science parks, and sometimes real estate companies.  
2. Office Support, like secretarial and reception services, mail handling, fax and 
copying services, and computer network support. These services are hardly complex 
or technologically advanced. But they ensure that basic organizational resources are in 
place and save time and effort for entrepreneurs who want to get going quickly. 
3. Access to financial resources. In general, “incubators target very early stage, 
sometimes pre-seed money, and start-ups, and try to bring them to the next financing 
round”.  
4. Entrepreneurial start-up support, especially organizational, management and legal 
training and consultant. Incubators guide entrepreneurs through the necessary steps a 
newly founded company must take, sometimes even helping define the business plan, 
but more often providing professional accounting, legal advice for incorporation and 
taxation issues, and formulating ownership and employee option plan structures. In 
addition, incubators provide value management coaching support, helping 
entrepreneurs develop and apply leadership and management skills.  
5. Access to networks. Good incubators are able to identify and leverage key 
individuals for the success of their start-ups. Entrepreneurs usually do not have the 
network that an incubator has taken years to create. Incubators can bring in 
individuals crucially important to a start-up’s business: a potential customer, a 
leading-edge programmer, a new CEO, an interested venture capitalist. The central 
tool is the incubator director’s Rolodex, as well as his or her intuition for making the 
right calls at the right time.   
 
Aerts, Matthyssens, and Vandenbempt (2007) worked on more than a hundred 
European BIs, in order to categorize different incubation services, based on their 
popularity for majority of studied BIs. According to their findings, more than 88% of 
European incubators offer a Network of business relationships to their tenants, as the 
second popular incubation service, after meeting rooms/conference facilities (96%) 
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that are used especially for providing better interaction and communication approach 
to entrepreneurial firms. So the first more popular BI services are directly related to 
representing networking and communication opportunities. In addition, Anna 
Nyström (BBI) emphasizes that one of the most requested facilities, provided by BBI 
is introducing the opportunity of making relationship between tenants within the 
incubator, as well as providing the connection ways between tenants and outsource 
service providers.  
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CHAPTER III 
Web solutions & Networking System in Business Incubation 
 
According to Lavrow (2000), the virtual or portal operating model in business 
incubation can be classified into Venture Incubators, Venture Accelerators, Venture 
Portals and Venture Networks. Of these, only the Venture Incubator will usually offer 
physical space. So, the term of Virtual Incubator is usually described as an 
organization which is set up on the Internet and which provides a wide data bank and 
information, with the possibility of stimulating new business. So, virtual incubator has 
been analyzed in this chapter is referred to the portal operating model of representing 
incubating services, through Internet.  
Another issue has been discussed in this chapter is about networking systems in 
incubation area, which mainly describes how the major approach of business 
incubators has changed from the provision of core business services and design of the 
incubator, to more concentrating on the provision of a rich network through which an 
incubatee can engage in collaborations.  
 
 
3.1 Web Solutions in Business Incubation 
       Virtual Incubators9 
 
Virtual incubator is almost a new approach and model to facilitate start-up success 
and business network formation, which was introduced after development of on-line 
aspects in business era. Usually, a virtual BI is designed as a support business-web, 
delivering on-line services and off-line resources for the creation, hosting, and 
execution of enterprises (Hausner, Hussla, and Thiemann, 2002), which can be 
extremely useful facility, in favor of helping entrepreneurial companies, especially in 
IT and high-tech sectors, switching from local market through globalization (Q.Xu, 
C.Xu, and Chen, 2001). Virtual incubators can be developed as alternative 
organizations, as well as being used as subsequent projects for physical incubators, in 
order to support them providing some of their services through Internet, which can be 
reduced the total expenditures of incubators10. 
 
Hausner, Hussla, and Thiemann (2002) state that virtual incubators should offer (a) 
“Entrepreneurial services for start-ups and business growth of small and medium size 
enterprises” (SMEs), including the enhancement of marketing and sales activities, (b) 
“Software tools and e-business concepts supporting the management”, including 
communication, coordination, and cooperation, (c) “Supporting the matching of 
virtual collaborators by products and services, sector and region, as well as real trust 
centers supporting the development of mutual trust”, (d) “A commented list of links 

                                                
9 The term of virtual incubator in this research is only referred to an incubator working based 
on Portal model, and representing incubation services through Internet. Also, the term 
Physical incubator refers to an incubator working based on BAM model.  
10 BBI (Sweden), and IUST BI (Iran) both are trying to develop a web-based platform to 
represent some of their services through Net.  
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providing best-practice solutions, platforms, and expert networks furthering 
communications”. 
Basically, one of the main advantages of traditional with-wall incubators (Bam 
model) is that start-up entrepreneurs would set up shop in a single location and they’d 
get cheap rent. But according to Dahl (2005), “incubators exploded into the 
mainstream in the late 1990s, as thousands of entrepreneurial firms flooded in them”. 
Then later, many of incubators started to reinvent the way they nurture start-ups and 
are now much more accessible to entrepreneurs looking for expert advice at bargain 
prices. Dahl (2005) states that recently, “many of incubators are going virtual and 
focusing on connecting a swath of local entrepreneurs with top-notch experts and 
mentors”, rather than admitting companies to set up shop on-site. Because virtual 
incubators have lower overhead, which often translates into cost saving for 
entrepreneurs. Moreover, since they offer exposure to a wider network of companies, 
they tend to attract more skilled experts. 
 
Idisc (InfoDev Incubator Support Center) has compared the main differences of 
physical (BAM model) and virtual (Portal model through Internet) incubators, based 
on their services, network of relations, and financing.  According to this comparison 
model, physical incubators focus on their building and then they can only offer 
limited quantity of services in their restricted physical space. While virtual BIs don’t 
provide office facilities, and they will be able to represent expanded varieties of 
services, over Internet. On the other hand, the networking specification in with-wall 
incubators is limited to their physical area of activities, which might reduce the 
quality of network. In compare, without-wall BIs are trying to highlight 
improvements in quality and scope of their networks of relationships. Moreover, In 
spite of physical incubators, which generally don’t offer financial supports from their 
own resources, virtual incubators provide financial alternatives, based on their own 
resources, as well as outside third parties (Refer to chapter II, Section 2.3).  
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3.2 European Virtual Incubator (EVI11) 
     Case Study 
 
   
EVI is a “web-based environment with easy-to-find recourses and facilities, and with 
an Entrepreneurs Coaching and Training Group of Experts (consultants, mentors and 
trainers) from several European Countries with an array of included activities all with 
the purpose of virtually providing new business starters, entrepreneurs and/or business 
owners with the support, mentoring, training, information, networking and feedback 
that is often missing when working without a partner or trusted colleagues”. It's the 
Internet place where new starters, business owners and self-employed professionals 
and students can participate in standard or individualized training courses, receive 
individual mentoring and advises how to start and grow the business, receive 
additional information and specialized useful links, meet regularly to discuss business 
issues in-depth to refine and grow their business.  
With a focus on start-ups and increased business growth, profitability and client 
retention, it's designed for highly motivated young entrepreneurs, technology driven 
business owners who want to leverage the synergy of the group to build their business 
(EVI Incubator).  
 
EVI, like other virtual incubators, is mostly oriented to “increase knowledge of 
starting entrepreneur, and to provide more business development opportunities, such 
as partner search, marketing, technology transfer, etc, by using modern information 
and communication technology”. 
 
The main advantages of EVI are: (a) Incubator services are available to qualifying 
companies throughout the community, rather than being tied to one building or 
location; and (b) Member companies benefit because they don’t have to leave their 
present location (that may be important because of proximity to clients, partners, 
suppliers, easy access to raw materials, etc.) in order to access a wide range of 
incubator services.  
 
People can use the supporting services of EVI in different levels: (a) visitors can see 
general information site, electronic journal, help desk, list of standard courses, the 
structure and the statistics of the existed databases, and also FAQ, (b) users are those 
visitors who have decided to register in the website. So their data will enter the 
Helpdesk address book, and they will be able to use Self-evaluation test to understand 
their real training and consulting needs, to enter Virtual Training Center (VTC) and to 
enroll themselves to one or more courses, selected from the List of standard courses, 
to enter Discussion Forum to take a part in meetings among other visitors and 
members and consultants, to use Database Bibliography and to select and read most 
interesting similar to their ideas business cases from Database Cases, (c) Members are 
those users who have serious business idea, and they feel that participating in the 
incubation program will help them through being growth in establishing and 
developing their own company. Being a member of EVI means that he/she should be 

                                                
11 www.evi.incubator.sk  
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involved in the incubation process for certain period of time (3 to 9 months), and has 
to follow the membership rules. The candidates who meet all requirements have 
access to full service package. To Members are attached personally Mentors, who 
adjust individual incubation programs for members, care over their all business 
problems. A Business Coaching Group consisting from of similar entrepreneurs and 
Consultants will be created for the members during the incubation, and an Advisory 
Board will decide on their personal problems and support every important step of 
their development and attempt to grow businesses. Particularly EVI members will 
have individually designed training courses, they can ask their Mentors to search 
other and more consultants or experts, to participate in specially organized for their 
sessions, to subscribe for additional resources and information sources and links and 
to have access to Tools and instruments for business analyzing and planning. The 
members will have the regular weekly virtual meetings with their mentors, who will 
help them to follow their own individual program. Moreover, they will have training 
sessions, virtual meeting with special requested consultants. Also, The Discussion 
Forums, Videoconferences and the Roundtables are on-going events, all in virtual 
form.  
 
So, the members of EVI are able to receive a full package of training, and consultant 
services, exactly the same as what is offered in most of physical incubators, all 
through Internet, no matter where their companies have been located.  
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3.3 Networking in Incubators 
 
Studies of business incubation tend to examine how managing the incubator can help 
incubating firms create value. According to Hughes, and R.Duane (2007), in the past, 
emphasis has centered on the provision of core business services and design of the 
incubator, but more recent approaches focus on the provision of a rich network 
through which an incubatee can engage in collaborations12.  
   
According to W.Rong, the network system has conformed to the requirements of 
further development in business incubators, in order to (a) improving the service 
quality and ability, as well as management capacities, through experiences exchange, 
(b) reducing the costs of services through network, (c) creating some special service 
programs that are impossible to have in a single incubator, and (d) internationalizing 
the incubators and their tenants.  
  
Garayannis, and Zedtwitz (2005) have been tried to combine two crucial aspects in BI 
networking; “Local Presence, and Global Reach” together, regarding to develop the 
Glocal (global-local) network model in business incubation field, which can be used 
as a useful mechanism to deal with human and cultural, as well as regulatory, 
business, and political hurdles that entrepreneurs are confronted with, especially in 
developing economies. This networking model can be used to make connection 
between entrepreneurial firms (involved in BI projects), and private and/or public 
sector centers of teaching, research, and learning (through distance and local mode), 
in order to empower them acquiring knowledge and skills. 
 
According to discussion with Anna Nyström (From BBI), she believes that based on 
her practical experiences; it is quiet necessary for incubators to be involved in a 
networking facility, which can represent local and global access together. Local 
connection might need to share specific localized information and experiences, like 
legal issues, as well as being able to make collaboration and coordination with other 
entrepreneurial firms in the same local market. While global networking can help 
start-ups to be in touch with large number of other entrepreneurs, in case of sharing 
their experiences in general and international fields.  
On the other hand, networked incubator “can provide tremendous value to a start-up 
team through network connections that help to create partnerships, recruit talented 
people, and obtain advises from outside experts” (Tötterman, and Sten, 2005).  
 
 
 
 
 
 
 
 
 

                                                
12 Refer back to Chapter II, Section 2.3 (Eggubator operating model).  
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3.4 Social Capital & BI Networking 
 
Social capital -as a business concept- refers to connections within and between social 
networks. According to Bollingtoft, and Ulhoi (2005), “in addition to purely 
economics-driven contractual relationships, important socially driven dimensions also 
need to be taken into account”. Previous researches on social capital theory state that 
individual work together more effectively and efficiently, when they know one 
another, and trust each other.  
 
Basically, social capital is composed of individual and collective social networks, ties 
and structures that help the individual to get access to information and know-how. 
Nahapiet and Goshals’ (1998) model (Figure 3.4), explains the three dimensions of 
social capital:  
1. The Structural dimension, which refers to pattern of connection between actors, 
that is presence or absence of social interaction ties.  
2. Cognitive dimension explains those resources that represent share understanding of 
common goals and proper ways of acting, which refers to entrepreneurs’ commitment 
to relationship. 
3. Relational dimension, which is the behavioral assets rooted in a relationship, like 
trust and trustworthiness.  
 
Social network ties are connecting entrepreneurial actors to resource providers, such 
as other entrepreneurs, as well as knowledgeable individuals, facilitate the acquisition 
of resources and exploitation of opportunities (Aldrich, and Wiedenmayer, 1993). So, 
strong social tie, based on personal relationships, may play important economic and 
social roles during entrepreneurial agencies.  
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
As it was described above, new studies in BI context have concentrated exclusively 
on the role of interaction in incubatees’ success rate. So, recently, incubation gets 
defined as the process that provides extensive powerful business connections. 
Hughes, and R.Duane (2007) explain the incubation networking system as “strategic 
network term that can be defined as the locus of firm’s potential and realized web of 
relationships, which are composed of enduring inter-firm ties that are of strategic 
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significance to the firm”. On the other word, the management team of a BI constructs 
and frames the network and makes it available to the incubatees. Incubator network 
therefore is a generic network available to each incubating firms, typically the set of 
incubatees inside the BI, and any in-house service centers, on-site assistance 
organizations or outside firms brought in by incubator’s management. The network 
remains the same and constantly on-hand for each incubating firm to use (Hughes, 
and R.Duane, 2007).      
 
Generally, Incubation network can be divided into two crucial levels; Internal and 
external, which both are equally important inasmuch as they help the incubatee gain 
access to business networks. According to Lyons (2002), the most important service 
offered by an incubator is the opportunity for internal networking among tenant 
companies. Moreover, some researchers believe that entrepreneurial firms tend to use 
incubators to facilitate relationships with other incubator residents, which may 
involve formal and/or informal partnership, joint ventures, buy from/sell to 
relationships, bartering, or basic information exchange (Tötterman, and Sten, 2005). 
On the other hand, the external incubation networking is useful, in order to link 
tenants with service providers, other local businesses for partnership, customers, and 
even global knowledge and experience resources (Tötterman, and Sten, 2005). On the 
other word, Duff (1994) describes incubators’ external networks as “consisting of 
individuals drawn from the ranks of professional business service providers, as well 
as experienced business people and educators who are willing to provide advice and 
assistance to entrepreneurial firms”.  
 
According to Lyons (2002), “the fact that tenants’ companies all operate under the 
same roof makes collaboration much more likely”. On the other word, collocated 
entrepreneurial firms provide the possibility to generate a symbiotic environment, 
where entrepreneurs share resources, and experiences, learn from one another, 
exchange business contacts, and establish collaborative business relationships (Duff, 
1994). 
  
But in completely web-based incubators, missing the co-location of entrepreneurial 
firms can reduce the power of relationship between tenants (Internal networking), 
especially informal interactions, which occur in physical BIs. Anna Nyström (From 
BBI) believes that lack of face-to-face interaction between incubatees is one of the 
most important reasons, made BBI Virtual incubator unsuccessful.  
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CHAPTER IV 
Empirical Observations 
Based on the Author’s Practical Experiences 
 
According to chapter I, Section 1.4, this thesis work is an exploratory research, based 
on expanding an empirical problem, by emphasizing on the author’s experiences and 
practical observations. So, this chapter has specifically tried to describe and clarify 
what I have found out -during three years job experiences in a business incubator- 
regarding to expand and modify the problem(s), which can be solved by the model 
representing later in this research.     
 
 
4.1 IUST Business & Technology Incubator 
      Case Study 
 
IUST Business and Technology incubator13 is an academic incubator, related to Iran 
University of Science and Technology14, has been established on 2002, regarding to 
“help IUST graduated people developing their business ideas, and establishing their 
own companies” (IUST BI Documentation15, 2003). The basic mission of this 
incubator is “facilitating a dynamic business environment, in favor of representing 
different incubating services, regarding to help entrepreneurs, idea owners and 
inventors -mostly from IUST university- being able to develop their own business 
company”.  
 
The customers of IUST incubator can be classified into four categorize: 
1. Professors, and graduated students –mostly form IUST- or even other universities 
of Tehran16. 
2. Iranian Inventors and Innovators who have feasible new technologic and scientific 
ideas in different engineering fields. 
3. New-established, non-governmental small and medium size enterprises, which can 
receive those incubation services that help them being more successful in their 
business activities.  
4. The R&D sections from different organizations, which can use the technological 
and professional abilities and consultant -from IUST university- in their research 
programs.  
 
IUST Incubator has divided their incubating services into five main categorizes:  
1. General services such as office space, administrative tools, secretary, conference 
room, printing and etc.  
2. Training & Consultant like providing workshops, and consultant meeting, in 
different fields, such as management, marketing, financial, legal, and technical staff.  

                                                
13 www.inc.iust.ac.ir  
14 www.iust.ac.ir  
15 Written and Edited by Roozbeh Abbasi Brojeni 
16 The Capital of IRAN 
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3. Laboratory services, which let tenants using all laboratories and other facilities, 
related to IUST University.  
4. Informatics & Networking such as Internet, Intranet, personal Email and homepage.  
5. Marketing services by introducing tenants to different organizations, providing 
advertising services, and representing marketing seminars and workshops. 
 
Generally, the incubation process in IUST incubator has been classified into two 
different levels -Pre-incubation and Incubation phases17. Pre-incubation is a 6-9 
months period, in which entrepreneurial groups, who have innovative scientific ideas, 
can receive varieties of supporting services, regarding to improve their business, 
economic, and technical skills, and being able to develop their idea. These services 
contain different types of training and consultant, which help entrepreneurs to be 
more familiar with marketing process, team work, legal procedure for registering their 
idea, and establishing their company, etc. Incubation phase is a 3-5 years period, 
graduated groups from pre-incubation phase, as well as new-developed companies 
from outside of incubator can be involved, regarding to receive a package of more 
professional supporting services that helps them being incubated and grown, 
financially viable and freestanding, in their business activities.  
 
IUST Incubator is emphasizing on three main factors, in order to evaluate the applied 
ideas for entering to its pre-incubation and incubation phase:  
1. The basic purposes of the idea, which should be feasible both technically, and 
economically. The ideas have to be based on technology, and can be traded.  
2.  Working Team should be involved of all required professions for developing the 
idea. 
3. Business Plan is the most important document studies for evaluating ideas. 
Business plans should be involved different information about their product/service, 
their market, and financial aspects.  
 
IUST Incubator has admitted more than 17 ideas in pre-incubation phase, and 23 
start-ups for incubation period, during 2003 to 2006. Most of entrepreneurship groups 
and companies -admitted in IUST incubator- are working in IT sectors, and a few of 
them are working in different fields of engineering like mechanical and biomechanics.  
 
IUST Incubator is related to a local network of incubators, called “Tehran Business 
Incubators network” contains more than 25 incubators and 5 science parks locating in 
Tehran province.  
 
I was working in this incubator from 2003 to 2006, as “Internal Affairs Manager18” 
my major responsibilities were: (a) Pre-evaluating the applied ideas and 
entrepreneurial companies, by analyzing their business plan, (b) Helping 
entrepreneurs to finalize and improve their business plan, (c) performing the 
feasibility study for them, (d) Controlling and evaluating the incubation process of 
admitted groups, and (e) managing the process of representing incubation services.         

                                                
17 Refer back to Chapter II, Section 2.4  
18 My Job certification is available in Appendix I.  
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4.2 What do Entrepreneurs need from Incubators? 
      Studying on residents of IUST Incubator 
 
IUST incubator is working based on BAM operating model. So, the basic service, 
represented to entrepreneurs is the office spaces, and administrative tools. But, 
according to my discussions with its tenants, and those entrepreneurs who wanted to 
participate in this incubation process, physical office is not the facility and service, 
which many of them are looking for –because they already have their own office 
place- but they need to receive other supporting services, such as training and 
consultant.  
On the other hand, the area that incubator building has located is a crucially important 
factor for entrepreneurs. Unfortunately, IUST incubator is not situated in a good 
business area of the city. So, many of start-up companies prefer to spend more money 
to have an office in a central area of city, rather than locating in the incubator 
building, which is placed in suburb.  
  
Another challenge entrepreneurs are facing with in incubators like IUST, is that the 
business services are representing by a very limited number of service providers. So, 
probably tenants cannot receive exactly what they need. In the case of IUST –like 
many of other academic incubators- most of services are providing by the university 
and companies related to that. So, some of IUST tenants believed that the supporting 
services are not good enough both in quality and quantity. That’s why IUST incubator 
decided to be involved in a network relationship with other incubators around the city, 
which helps them sharing their services. But, some of the tenants are not still satisfied 
with the variety and quality of services.  
 
Obviously, quality of incubating services is extremely important. It means that these 
services –especially professional business consultant and training- should be able to 
raise the success rate of tenants in real business market. Evaluating the quality of 
provided services was one of my basic responsibilities in IUST incubator. I found out 
that many of our tenants were not satisfied with consultant and training services, and 
they believed that these services are not enough practical. My assessments showed 
that entrepreneurs prefer to receive more practical services, rather than academic and 
theoretical staff. So, one of the basic problems that IUST incubator were/are facing 
with is that its consultant and training services are mostly close to academic and 
scientific approach, because they offered by professors from the university.  
 
As it was discussed earlier, one of the most requested incubation services is the 
opportunity for entrepreneurs to be in connection and interaction with each other, both 
formally and informally. This is exactly what IUST incubator prepares -for its 
tenants- in its building. But some of the tenants believed that it’s not enough. They 
think that entrepreneurs’ community should be more expanded than only a single 
incubator. One of the basic purposes of local incubators’ networks is facilitating an 
expanded tenants’ community.  
 
So, what entrepreneurs really need -form an incubator- is a package of practical 
supports, as well as an expanded network relationship.    
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4.3 What do Incubators need to be more efficient? 
      Studying on IUST Incubator business & operating model 
 
 
As it was discussed earlier, IUST incubator is working based on BAM operating 
model, and its core service is representing office spaces with lower rent. The total 
expenditures of supporting each tenant is extremely more than the entire income 
incubator gains from that entrepreneurial company. This difference between 
incubator’s income and expenditures is mostly because of its building. So, one of the 
basic challenges IUST incubator is facing with is “how to increase the incomes, in 
favor of being able to cover its costs”.   
 
According to previous discussions19, “the advent of Internet age has ushered in a 
period of significant development of new models of doing businesses and managing 
organizations”. IUST incubator –like other organizations- has started to adopt its 
structure and business model with the revolutionary changes, which have occurred by 
applying Internet and online solutions in all aspects of business. So, one of the 
important challenges IUST incubator and many of other incubators around the world 
–especially those that are working based on traditional models- are facing with is 
about how to change their business and operating model, in favor of being able to 
apply web and Internet-based solutions in their incubating activities.  
 
IUST incubator has started to provide some of their services through Internet, by 
using the portal/virtual operating model, since 2005. But they were not able to attract 
many entrepreneurs to be involved in their online program, basically because of the 
shortcoming of network relationships in this particular incubation model20.  
 
Entrepreneurs, who are involving in pre-incubation phase, have to be located in the 
building of IUST incubator, regarding to receive their needed training and consultant 
services. Our analysis showed that pre-incubation tenants don’t really need to have 
office space, because they haven’t started their business and trading activities. It 
means that it is possible to get pre-incubation services without being located in the 
incubator building, which is useful for incubators being able to offer their office 
spaces through larger number of start-ups involving in incubation phase. But what is 
obviously needed for representing “distance” pre-incubation services is an online 
network community that can connect entrepreneurs to the sources of their needed 
services. IUST incubator doesn’t have this networking system.  
 
Another issue that was studied in IUST incubator is about “the power and capacity of 
tenants to provide some kind of incubating services, regarding to their practical 
experiences”. IUST incubator has started to apply their older residents, in the way of 
offering some special services, such as training and practical consultant, for its newer 
tenants.      
  

                                                
19 Chapter I, Section 1.1  
20 Refer back to Chapter II, Section 2.3 



 30 

4.4 Classifying and Summarizing the Practical findings  
 
According to what has been discussed in previous sections, I summarized and 
classified my practical observations into three major categories, mentioned below:  
 
1. Economic Situation 
The economic stability of IUST incubator depends on being able to decrease the 
expenditures, and/or increase its income. Most of incubators, working based on BAM 
operating model –like IUST- are seriously facing with the costs of their buildings. 
Basically, one of the major purposes of virtual/portal incubation model is helping 
traditional incubators to cover some part of their expenditures by representing their 
services –with lower costs- through larger number of customers.  
  
2. Entrepreneurs as incubation source  
The quality of incubation services identifies based on how they can help 
entrepreneurs in their incubating process. Most of IUST tenants believe that the 
professional services they receive are too much theoretical, because these services are 
providing by the academic knowledge resources. 
IUST incubator has been able to increase the practical aspect of their services, by 
applying business and entrepreneurial experiences of its tenants in providing some of 
its services, such as training and consultant. This experience in IUST incubator 
showed us that entrepreneurial start-ups could act as an extremely valuable incubating 
sources, based on their practical findings, and know-how, which they have earned 
during their business and entrepreneurial activities. 
 
So, one strategy can be used in order to increase the quality of incubation services -as 
well as decreasing their costs- is applying entrepreneurs’ practical knowledge and 
experiences as an incubating source for helping each other being grown. Facilitating 
an online network community between entrepreneurs that helps them sharing their 
own knowledge and experiences, might be an effective way to performing this 
strategy.     
 
5. Network Relationship: 
According to Hughes, and R.Duane (2007), the new approach in business incubation 
is based on the provision of a multiple network relationship between entrepreneurs, 
incubators, service providers, and knowledge resources. This approach has been 
missed in both BAM and portal incubation models. As it was discussed in Chapter II 
(Section 2.3), Eggubator is a newest operating model in business incubators, which is 
more emphasized on providing incubation services, based on network relationship 
within and between incubators. 
 
I believe that new generation of web approach -Web2.0- can make business 
incubators more eligible and effective –based on the major characteristics of 
Eggubator model- by improving the qualifications of communication and networking 
systems between entrepreneurs, incubators, and outside service providers. 
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CHAPTER V 
Web2.0 Approach & its Impacts on Business Activities 
 
This chapter concentrates on reviewing the definition of Web2.0, as the second 
generation of on-line approach, as well as perusing the content of social networking 
systems (SNS), and Wikis, in order to develop the theoretical infrastructure for 
upcoming discussions about Web2.0-based incubation model. Finally, Enterprise2.0, 
and Wikinomics, which are new-developed terms, describing the effects of Web2.0 
approach in business activities, have been modified. 
 
 
5.1 What is Web2.0?  
 
The moniker Web2.0 was created during a conference brainstorming session between 
Tim O’Reilly, the founder and CEO of O’Reilly Media, and Dale Dougherty. Tim 
O’Reilly (1954) regards that web2.0 is the business revolution in computer industry, 
caused by the move to the Internet as Platform, and an attempt to understand the rules 
for success on the new platform (O’Reillynet). Basically, Web2.0 is a term describing 
the trend in the use of web technology and design that aims to enhance creativity, 
information sharing, and, most notably, collaboration among users (O’Reilly Radar). 
He also dedicated that Web2.0 is much more than just pasting a new user interface to 
old application. It’s a way of thinking, a new perspective on the entire business of 
software from concept through delivery, from marketing through support. Moreover, 
Skiba, Tamas, and Robinson (2006) argue that web2.0 is a collection of approaches, 
which are all converging on the development world at a rapid pace, like Social 
networking, Wikis, RSS, etc. According to Heath, and Motta (2007), web2.0 is an 
umbrella label for myriad applications that elicit and reuse user-generated content, 
support social and collaborative interaction on the web.  
 
Therefore, web2.0 websites allow users to own data, and exercise control over that 
data. Even more, in spite of traditional form of websites, which only could be 
modified by the owner, web2.0 encourages users to add value to all applications, as 
they use (Hinchcliffe, 2006). Therefore, web2.0 tools facilitate collaboration and 
sharing between users, and offer possibilities to communicate and organize group 
work, where otherwise this wouldn’t be possible, or prohibitively expensive (Kampa, 
2007).  
 
Various web-based platforms are known under the term of web2.0, which are all 
communal in the certain criteria: “mass-collaboration”, and “public participation”. 
Basically, there is no exact definition about web2.0, because everybody can have 
his/her own approach to this new-developed term. Web2.0 doesn’t have a hard 
boundary, but rather, a gravitational core. It can be visualized as a set of principles 
and practices that tie together a veritable solar system of sites that demonstrate some 
or all of those principles, at a varying distance from that core (O’Reilly, 2007).  
However, Tim O’Reilly has tried to provide a brief compact definition for that. 
According to O’Reilly Radar, web2.0 is a network as platform, spanning all 
connected devices; web2.0 applications are those that make the most of the intrinsic 
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advantages of that platform: delivering software as a continually-updated service that 
gets better the more people use it, consuming and remixing data from multiple 
sources, including individual users, while providing their own data and services in a 
form that allows remixing by others, creating network effects through an “architecture 
of participation”, and going beyond the page metaphor of web1.0 to deliver rich user 
experiences. 
 
There is a particularly crucial question here: what are the major factors, which 
differentiate web1.0 and web2.0 on-line applications (See figure 5.1)? Tim O’Reilly 
tries to answer this question by interpreting a set of principles, which are describing 
the major characteristics of web2.0 (Web2.0 conference. 2004). The main principle is  
“web as platform” that has been mentioned above, which is not enough, mostly 
because some of the initial web1.0 examples (have been mentioned in Figure 3.1), 
like DoubleClick, and Akamai, were pioneers in treating the web as platform 
(O’Reilly, 2007). Moreover, in web2.0 era, the applications and contents, designed to 
be delivered across devices, so that it can be accessed from anywhere, anytime. Also, 
data is the competitive advantage for web2.0-based companies, and they are 
leveraging the data to create new innovative services, and business models in the web. 
Another principle that characterizes the content of web2.0 is that end-users in web2.0-
based applications are not longer just a consumer, but also partners, empowering them 
to improve the products and services. On the other word, the focus has been shifting 
from command and control enterprise culture, towards collaboration and teamwork, 
which lets end-users create the network effect.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Web1.0 
 
DoubleClick 
Ofoto 
Akamai 
Mp3.com 
Britannica Online 
Personal Websites 
Evite 
Domain name speculation 
Page views 
Screen scraping 
Publishing 
Content management system 
Directories (Taxonomy) 
Stickiness 

Web2.0 
 
Google Adsence 
Flickr 
Bit Torrent 
Napster 
Wikipedia 
Blogging  
Upcoming.org and EVDB 
Search engine optimization 
Cost per click 
Web services 
Participation 
Wikis 
Taging (Folksonomy) 
Syndication 

Figure 5.1 different examples of comparing Web1.0 and Web2.0 
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Thus, more specifically, the social aspect of web2.0, as an interactive application 
(which lets all users sharing, adding information, developing content, and 
commenting, in communication with others), is a particular specification that can 
differ web2.0 from previous web-based tools. For instance, as it has been mentioned 
in figure above, Ofoto is an on-line picture uploading service (based on web1.0), 
which represents the virtual data storage to upload and keep photos on the web. 
Flickr, in contrast, provides the opportunity for users, sharing their uploaded pictures 
by their friends, as well as being able to see others’ photos, and commenting them, in 
an interactive relationship. Moreover, although Britannica Online, and Wikipedia are 
both the web-based encyclopedias, but in spite of Britannica, in Wikipedia, all users 
are contributing on making, developing, and improving the content, by sharing their 
scientific findings, as well as personal experiences, with other users.      
 
Thus, at it was discussed earlier, The term web2.0 does not refer to an update to any 
technical specifications, but to change in the ways software developers and end-users 
deal with web, as a social interactive area, works with the participation of its users 
(O’Reilly Radar).  
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5.2 Social Networking System (SNS) 
 
Social network theory appeared in 1950s-1969s, which has been used in the research 
of sociology for a long time. As Zhang, and Cao (2007) state, in the recent ten years, 
social network theory has effective explanation on enterprise analysis, “because 
enterprises, their members, and circumstances also have the characteristics of social 
network”. 
   
A social Network is a set of people (and/or organizations, and/or other social entities), 
connected by a set of social relationships, such as friendship, co-working, and/or 
information exchange (Jamali, and Abdolhassani, 2006). The nodes in the network are 
the people and groups, while the links show relationships or flows between the nodes. 
Jamali, and Abdolhassani also emphasize on the importance of sub-structures in 
analyzing a social network. On the other word, divisions of actors into Sub-groups 
can be very important aspect of social structure, regarding to understand how the 
network, as a whole, is likely to behave.  
Figure 5.2 Shows the simple view of a social network. As this figure states, a sub-
group in SNS can be a combination of nodes, which are strongly tied to each other. 
For instance, in friendship-based social networking systems, like facebook, people 
can be categorized in different sub-groups, based on several similarity factors, such as 
age, gender, area, same school, similar habits, etc. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In recent years, on-line social networks are becoming a true growth point of Internet. 
As individuals constantly desire to interact with each other, both in business and 
personal contacts, the ability for the Internet to deliver this networking capability 
grows stronger (Zillman, 2005). SNS sites are online spaces that allow individuals to 
present themselves, articulate their social network, and establish or maintain 
connections with others. Theses sites can be oriented towards work-related contexts 
(e.g. LinkedIn), or connecting those with shared interests such as music, photo, etc 
(e.g. Facebook). Users may use the sites’ communication tools to interact with those 
they know from off-line context, or to meet new people (Ellison, Steinfield, and 
Lampe, 2006).  
 
 

Sub-Group 

Figure 5.2 a simple Social Network View (Mutton, 2004) 
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5.3 How SNS Sites Work? 
     Case of Facebook & Linkedin 
 
On-line social networks, such as LinkedIn, and Facebook have experienced 
exponential growth in membership, recently. These networks offer attractive means 
for interaction and communication (Acquisti, and Gross, 2006). 
  
According to Shafer (2008), social sites usually have three attributes: (a) a way for 
people to create a home page that represents their identity in that website, (b) a way 
for the user either to create content (e.g. Text editors like Blogs, and Wikis), and/or to 
upload and share content that was created somewhere (like photo and video sharing 
sites), and (c) the ability to comment on, interact with, alter, and/or share what’s on 
the site, which provides a way to be social.  
 
Facebook 
As a very successful Social networking example, Facebook21 is a social utility that 
connects people with friends and others who work, study, and live around them. 
Fellow student Mark Zuckeberg22 created Facebook for Harvard students in 2004, and 
spread quickly beyond Harvard to other US colleges. In September 2006, the site was 
thrown open to anyone with a valid email address (Massola, 2007).  
 
People use facebook to keep up with friends, upload an unlimited number of photos, 
share links and videos, and learn about the people they meet (Facebook; About). Like 
other SNS sites (e.g. Myspace, and Friendstar), facebook enables its users to present 
themselves in an online profile, accumulate friends who can post comments on each 
other’s pages, and with each other’s profiles. They can also join virtual groups, based 
on common interests, see what classes they have in common, and via the profile, learn 
each others’ hobbies, interests, musical tests, and relationship statues (Ellison, 
Steinfield, and Lampe, 2006). Moreover, facebook is made up of many networks, 
each based around a company, region, or school (Sub-groups of SNS), and people can 
join the related network(s) and start searching around them to find correlated 
connections with proper people.  
 
Furthermore, One feature differs facebook from other existing social networking sites 
is that it has made extensive tools, documentation, and an application programming 
interface, available for third party developers to use in increasing applications they 
can seamlessly embedded into facebook (Weaver, and Morrison, 2008). 
 
Facebook provides several ways to find friends and proper connections (Strickland). 
One of the most important ways is that people can browse and join networks, which 
are organized into four categories: Regions (networks that are linked to specific cities 
or countries), Colleges, Workspace, and High schools. Once a person joins one of the 
certain available networks, he/she can browse through the list of members and search 

                                                
21 www.facebook.com  
22 Born May 14, 1984 



 36 

for people. Facebook members can be categorized and sorted, based on different 
factors, like age, sex, relationship status, political views, and other criteria.   
As it has been summarized in Table 5.3.1, Facebook has vast majority of features, 
which are using to facilitate the communication and interaction between users 
(Facebook; Blog), like Networks and Groups (Which can connect people with 
different similarities, such as locating in the same geographical position, workspace, 
and/or education center, as well as similar types of interests, specialties, and 
working/studying fields, being able to share them to each other, via certain groups), 
News Feeds (in which users can see the constantly updated list of their friends’ 
facebook activities), Wall (is a space on each users’ profile page that allows friends to 
post messages, as well as attachments), Statues (that allows users to inform their 
friends and the facebook community about their current whereabouts and actions), 
Events ( are a way for members to let friends know about upcoming events in their 
community and to organize social gathering), Photo and Video uploading (Which let 
users to upload their own photos, and videos, as well as see their friends media, and 
put comments for them), Chat (is a new-added interactive service in facebook, which 
lets all friends to make on-line conversation with each other, directly from their 
facebook profile page), and facebook applications (which all people are allowed to 
create their own applications, and use the powerful social network of facebook to 
publish them, in which they can be distributed quickly, through all users).  
 
Linkedin 
Unlike facebook and other similar social sites (e.g. Myspace), which are essentially 
about fun and friends, Linkedin promotes user’s career or business (Spanbauer, 2008). 
According to its website, the mission of Linkedin is helping people more effective in 
their daily work and open doors to opportunities, using the professional relationships, 
in business era.  
 
Users’ profiles contain and summarize their professional accomplishments (Resume), 
in order to help find, and be found by former colleagues, clients, and partners 
(Linkedin; About). Linkedin represents couple of ways to make communication 
between people, based on their business and professional experts: each user can invite 
his friends to be in his own network, and then he can see their contacts. Through the 
network, a user can find potential clients, service providers, subject experts, and 
partners who come recommended, be found for business opportunities, search for 
great jobs, discover inside connections that can help him land jobs and close deals, 
post and distribute job listings, find high-quality passive candidates, and get 
introduced to other professionals, through the people he knows. He can also search for 
people who would like to meet, through keywords. Linkedin then lets him know how 
many degrees away they are from him, and through which of his friends. He can then 
contact his certain friend(s) and ask them to forward along his desire for an 
introduction. If the user inputs his resume, Linkedin will tell him which of his former 
colleagues are also on Linkedin, and if he is a member of a group, he can contact 
other group members directly, even if there is no link between them (DWC Linkedin 
Guide). 
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Figure 5.3.2 summarizes the process is happening in Linkedin. According to this 
figure (How Linkedin works, by Dave Roos), the first step of being access to 
Linkedin connecting opportunities, is to open an account and filling the personal 
profile, which is including some personal information, especially about user’s 

 Figure 5.3.1 Facebook Features, utilized for facilitating users’ interaction and communication  

 
Profile  

 
 
 

Networks 
 
 
 
 

Photo-Video Sharing 
 
 
 
 

Groups 
 
 
 

Events 
 
 

Mail and Chat 
 
 
 

Wall 
 
 
 

News Feed 
 
 

Status 
 
 

Market Place 
 
 

Applications 
 

Consists personal info, and recent activities, as the main page in 
which users can introduce themselves, in order to start 
communicating. 
 
Based around a workspace, region, school, or college, made by 
concentrating on the positive role of social networks’ sub-groups 
between those who are tied stronger to each other, based on certain 
communal factors. 
 
Lets users unlimited photos, and quiet a few numbers of short videos, 
as well as descriptive notes for them, as well as being access to 
friends’ media. Users can also comment others’ photos and videos. 
 
Can be made by all users, based on different communication 
purposes, like sharing the similar interests and/or favorite subjects for 
making discussions, as well as establishing online scientific, political, 
and social communities. 
 
A way for members to let friends know about upcoming events in 
their community and to organize social gathering. 
 
A general mailing service, and Messenger, can be used for 
sending/receiving Emails mad messages directly from facebook 
profile. 
 
A space on each user’s profile page that allows friends to post 
messages (visible for all other friends visiting the user profile), as 
well as attachments  
 
In which users can see the constantly updated list of their friends’ 
facebook activities. 
 
Allows users to inform their friends and the facebook community of 
their friends’ facebook activities. 
 
Facebook self-service solution for listing items for sale, housing for 
rent, jobs available, etc.  
 
Everybody (Software designers and programmers) is able to have 
access to the same programming technology that the facebook team 
uses, to build the applications, and integrate them into the facebook. 
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past/present employment, education, and his expert abilities. Next step is to search out 
and connect with other members of the site, by using several searching ways, like 
uploading email contacts, colleagues, classmate, and name search, as well as 
advanced search that allows user combining different criteria including name, 
keyword, title, company, location, and industry. After searching and finding people, 
the third step is to turn contacts to “connections”, by inviting them to his own network 
that allows user to make relationship with his connection’s connections as well. So, 
there are different degrees of connection in Linkedin. Direct connection occurs 
straightly between the user and his network members. While, it is possible to make 
relationship with user’s connection’s connections, by using the certain network 
member as the connection route.  
 
 
 
 
 
 
 
 
So, what makes Linkedin different from other social sites is that it’s designed 
specifically for the purpose of professional networking. A connection on Linkedin 
implies more than a casual acquaintance. On the other word, Linkedin recommends 
that all connections be viewed as potential professional and personal references that 
can be used for searching a job or looking for advices from other people (Roos et all, 
How Linkedin Works). 
 
Moreover, according to Linkedin Blog, companies’ profile has been added to 
Linkedin, as a new service, which is exactly the same as individuals’ profile, but for 
companies. Mark Hendrickson (from Techcrunch) stated that a company profile in 
Linkedin is the combination of company descriptions, industry, types, status, 
headquarter address, size, founding data, and website, which can be used by Linkedin 
members, in order to display recent hires, related companies, recent promotions, top 
locations for employees, etc. 
 
As a conclusion, social networking sites has been expanded both qualitative and 
quantitative, and became more popular in case of connecting people with different 
purposes. It has been started to use, more specifically, in business relationships, 
regarding to make it easier for people to find useful business connections (e.g. finding 
job or business advices), as well as for companies to make stronger relationship with 
other related firms, and also their customers. So, utilizing social networking solutions 
in professional and expert targets is constantly increasing.  
 
The major purpose of this research is examining the possibility of facilitating 
incubation process, by utilizing the advantages of social sites, based on combining 
different levels of networking relationship within and between start-ups and 
incubators.    
 

PROFILE CONTACTS CONNECTIONS 

 Figure 5.3.2 Linkedin Connection Process 
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5.4 WIKI & Knowledge Management 
 
Wiki is a piece of server software that allows users to freely create and edit Web page 
content using any Web browser. So, the major point of Wiki technology is facilitating 
an opportunity for all users of a website, being able to contribute, and/or modified its 
content.  
 
Wikipedia is definitely the most popular Wiki, which is a free, multilingual, open 
content encyclopedia project operated by the non-profit Wikimedia Foundation. 
 
There are several varieties of Wikis, with different purposes, which are all sharing the 
following properties (Schaffert, 2006):  
1. Content is usually edited via a simple browser interface, which simplifies the 
editing process, and lets all content creators can access and update the Wiki from 
wherever they are, e.g. at work, at home, at conference, nowadays even while 
traveling. 
2. Wiki content is usually expressed in a simplified hypertext format that is much 
easier to use for non-technical users. 
3. Changes to the content of a Wiki are versioned each time they are stored, i.e. 
previous versions of pages are kept. This allows reverting back to earlier versions of a 
page. 
4. In most Wiki systems, access is completely unrestricted- i.e. anyone can correct, 
modify, complete, or even delete anything. While this might seem strange, and even 
dangerous, practice shows that the system works: on the one hand, ill meanings are 
rather rare; on the other hand, all changes can easily be undone using rollback 
mechanism. 
5. As soon as someone creates content, others can contribute to it, extend it, correct it, 
etc. Many Wiki systems provide further support for collaborative editing, e.g. by 
means of discussion forums, summaries of changes, and list of last updates. 
6. Pages in a Wiki are usually strongly linked with each other, using hyperlinks. The 
reason for this is that the simplified Wiki platform makes it very easy to define a link 
to another page in the Wiki. So, links in a Wiki are the most important tool for 
navigation. 
7. As further navigation tool, almost all Wiki systems allow a full-text search over the 
content of all pages. 
8. In addition to creating text content, some of the more sophisticated Wikis allow 
uploading of multimedia content, like documents, images, program cod, etc.  
 
According to Hasam, Meloche, C.Pfaff, and Willis (2007), one of the working 
definitions of a Wiki is an evolving knowledge repository, where users are 
encouraged to make additions to this repository, by adding new documents or 
working on existing ones. So, Wiki technology can be used to facilitate knowledge 
management process, by facilitating the tracking, brainstorming and exchange of ides, 
coordination of activities, agenda tool for collecting topics of meetings, project notes 
repository, creating collaborative knowledgebase, staff directory, etc (Schaffert, 
2006). 
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As Nonaka (1994) stated, knowledge can be defined as “justified true belief”, which 
focuses on truthfulness as the essential attribute of knowledge. He believes that it is 
important to consider knowledge as a personal belief, and emphasizes the importance 
of the justification of knowledge. Depends on the type of organization, there are two 
different knowledge management strategies: (a) Codification: in some companies, 
knowledge is carefully codified and stored in computer databases, where it can be 
accessed and used easily by anyone in the company, and (b) Personalization: in other 
companies, knowledge is closely tied to the person who developed it and is shared 
mainly through direct person-to-person contacts (T.Hansen, Nohria, and Tierney, 
1999). Even more, Nonaka (19994) categorized knowledge into two different types: 
Explicit, and Tacit. He emphasized that explicit, or codified knowledge refers to 
knowledge that is transmittable in formal, systematic language. While, on the other 
hand, tacit knowledge has a personal quality, which makes it hard to formalize and 
communicate, because it is deeply rooted in actions, commitment, and involvement in 
a specific context.   
 
So, what is really important in companies (including entrepreneurial firms) is being 
able to collect and share their employees’ tacit knowledge, i.e. their experiences, 
which mostly occur in informal meetings and conversations between employees. 
According to Anna Nyström (BBI), many of business incubators facilitate the 
possibility of having this kind of informal connections, in order to let their tenants, 
sharing their specific knowledge and experiences. This is exactly what has been 
missed in virtual incubators, and can be developed by utilizing Wiki system in virtual 
incubation approach.  
 
Figure 5.4 (Editorial knowledge management & organizational learning, 2008) 
summarizes the general view of knowledge management (KM) cycle. According to 
this figure, KM cycle involves either the creation or acquisition of knowledge by an 
organization. Nonaka (19994) argued that organizational knowledge creation should 
be understood in terms of a process that organizationally amplifies the knowledge 
created by individuals, and crystallizes it as a part of the knowledge network of 
organization. Furthermore, knowledge Acquisition involves the search for, 
recognition of, and assimilation of potentially valuable knowledge, often from outside 
the organization.   
   
As it has been shown in Figure above, searching (as on the Internet), sourcing 
(selecting the source to use), and grafting (adding an individual who possesses desired 
knowledge to the organization) are the main processes of acquiring knowledge from 
external sources of organizations (Huber, 1999). After new knowledge is created or 
acquired, KM mechanisms should be in place to prepare it to be entered into the 
organization’s memory and for maximal long-term reusability. Knowledge refinement 
refers to the processes and mechanisms that are used to select, filter, purity, and 
optimize knowledge for inclusion in various storage media (Editorial KM and OL, 
2008). On the other hand, knowledge must be explicated, codified, and organized into 
an appropriate format, and evaluated according to a set of criteria for inclusion into 
organization memory.  
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In order for knowledge to have wide organizational impacts, then it usually must be 
either transferred or shared. Transfer involves the focused and purposeful 
communication of knowledge from a sender to known receiver, while sharing is less-
focused dissemination, such as through a repository, to people who are usually 
unknown to the contributor. The next level is using or applying the knowledge 
through a process of elaboration (the development of different interpretations), 
infusion (the identification of underlying issues), and thoroughness (the development 
of multiple understanding by different individuals or groups), in order to be useful in 
facilitating innovation, collective learning, individual learning, and/or collaborative 
problem solving. It may also be embedded in the practices, systems, products, and 
relationships of the organization through the creation of knowledge-intensive 
capabilities (Editorial KM, 2008).   
 
Therefore, as it was explained before, a Wiki system can facilitate and improve 
almost all levels of knowledge management process has been described above (figure 
5.4), especially by allowing all users contributing in creating the certain knowledge 
content (including collecting their own findings and experiences), as well as being 
able to share that content with other users, in an open-source web-based framework.  
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Figure 5.4 Knowledge Management Cycle model 
(From Editorial KM and OL, 2008)  
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5.5 How Web2.0 affects Business? 
      Enterprise2.0 & Wikinomics 
 
Web2.0 approach is increasingly using in business area. As Johnston (2007) argues, 
the term enterprise2.0 (the manifestation and application of web2.0 in business 
domain) is used, regarding to explain the use of emergent social software tools to 
improve knowledge sharing and collaborate within and between firms, their 
customers, and partners. McAfee (2006) pointed out that enterprise technology 
consists of six components, called SLATES: Search, Links, Authoring, Tags, 
Extensions, and Signals.   
As Jedd (2008) states, web2.0-like tools that foster community-driven content are 
now coming inside firewalls, allowing participations to collaborate and share 
information inside their network, including with customers, vendors, alliance partners, 
and so forth. So, Enterprise2.0 is really about adopting web2.0 technology and values 
with the characteristics of business activities.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 3.4.1 shows the differences between traditional information sharing in 
companies, and enterprise2.0 approach. Also Figure 3.4.2 has listed the major 
different factors between these two organizational frameworks. According to these 
figures, enterprise2.0 has changed the business relationship, from one-way 
administrator-employees information flow, to a multiple communication and sharing 
structure, between employees who will play the role of information resources for each 
other (Yukihiro, 2007). 
 
Moreover, Tapscott, and Wiliams (2006) believe that the perspective of internet-based 
economy would depend on the principles of openness, peering, sharing, and acting 
globally. They state the economy of new web depends on mass-collaboration, which 
is based on individuals, and companies employing widely distributed computation and 
communication technologies, to achieve shared outcomes through loose voluntary 
associations. So, the term Wikinomics describe an economy, in which firms that are 
proficient at managing trust-based relationships with external collaborators (including 

Traditional Enterprise 

Administrator 

Employees 

Enterprise 2.0 

Employee A 

B C 

Figure 5.5.1 Comparing traditional enterprises’ information sharing, and 
Enterprise2.0 Approach (From Yukihiro, 2007) 
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customers, and/or outsource cooperators), enjoy several competitive advantages 
disproportionate to their size. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Williams (2008) States that many of the successful companies in the early 21st century 
use mass-collaboration in the way of outsourcing a job using a group of people 
(usually volunteers, or people who receive a small compensation), gathered through 
an open-call on the internet, to tap into an enthusiastic knowledgebase that can even 
outperform experienced professionals.  
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I prefer to provide an example to better understand how web2.0 solutions can improve 
business activities: Assume that a start-up company is going to established by 
cooperating many expert people from different countries (varieties of locations and 
time zones), who may have been never met each other. The only way to facilitate 
working in such a global team is using several solutions of connection through 
Internet: (a) Blogs, which could be useful for chiefs to introduce the company, its 
goals, and strategies, as well as for employees to broadcast what they think, their 
ideas, working procedures, etc, (b) RSS can make connection between all employees’ 
Blogs, (c) BaseCamp or other similar online project-management tools can be used to 
online assigning tasks and deadlines of the projects, which can be accessible by all 
team members in order to communicate and checking off the procedures. Also, 
process of implementing the projects can be checked and analyzed online, (d) Wiki 
that is accessible and editable by everyone at the company, can be used in order to 
create the company/user documentation in a collaborative way, (e) Podcast and 
Videocast can be used for creating and representing conferences, presentations, etc, 
could be aggregated throughout the company, (f) Linkedin, which has been described 
above, can be utilized by all team members, as well as chief(s) in order to find 
contacts and opportunities, and advertising the company, in a global professional 
social network area, and (g) Tagging is the way to broadcast, and share the 
bookmarks over the internet, or intranet. Team members’ tags highlight their interests 
and staff they are keeping an eye on, and they can also see who else is interesting in 
the same things, by exploring tags.  
So, tags, blogs, wiki, Linkedin profile, and hundreds of other web2.0 tools can help 
companies to make internal and external interactive communication.  
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CHAPTER VI 
Web2.0-based Business Incubation Model 
 
The focus of this chapter is on analyzing the certain ways of implementing web2.0 
approach in business incubation process, by developing a business model, describing 
the benefits of applying social networking in incubation point of view. The main 
structure of this model is based on “Eggubator” operating model, but with more 
emphasizes on entrepreneurs’ knowledge and experiences, as a valuable incubating 
source. So, the main concentration of this model is on facilitating a web2.0 based 
networking community, in which entrepreneurs’ -with different ideas and business 
fields- can share their knowledge and experiences, transfer their connections, 
coordinate and participate with each other.      
 
 
6.1 Basic Characteristics of Web2.0-based Incubation Model 
     Social Capital, and Online Social Networking System  
 
Due to previous discussions, Web2.0-based incubation model is emphasizing on two 
main targets:  
1. Facilitating and improving the multiple network relationship between entrepreneurs 
& start-up firms, incubators, outside service providers, and knowledge resources. 
2. Concentrating on the fact that entrepreneurs, themselves, have the special ability 
and capacity to help each other being grown and incubated, by sharing their 
experiences, abilities, connections and knowledge. 
 
Thus, the structure of this model is based on using “social capital theory23” –in order 
to design the networking framework- as well as “online social network system”, as 
the social aspect of Web2.0, which can help entrepreneurs to be connected with each 
other, more strongly, continually, and efficiently, over the Internet.   
 
According to Figure 3.4, social capital theory has three main dimensions: structural, 
cognitive, and relational. These three dimensions should be described, in order to 
design the overall framework of web2.0-based incubation model. 
 
Structure  
As Nahapiet, and Goshals (1998) indicate, structural dimension in social capital 
theory refers to “pattern of connection between actors”, which is included of network 
ties and configuration.  
 
The structure of network relations in this model is based on applying online social 
networking system (SNS), which facilitates the multiple interactive communications. 
This online networking approach can be utilized in order to develop both internal and 
external network relationships in incubation era (See Figure 6.1).          
 

                                                
23 Refer back to Chapter III, section 3.4 
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According to figure 6.1.1, online SNS would be used in favor of making a widespread 
internal networking communication between entrepreneurs (mostly from academic 
centers, and pre-incubators), entrepreneurial start-ups (from different types of 
incubators), and also independent small and medium size enterprises, which might 
help them improving their formal and informal relationships –in a global area- 
through Internet, as well as being able to create, collect, develop and share their own 
knowledge and experiences by involving in an open-source content development and 
knowledge management process24.           
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                
24 Refer back to Chapter V, Section 5.4  
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On the other hand, this model can also facilitate the external network relationship 
between incubators, their tenants and users, academic and scientific centers, and 
outside service providers (See figure 6.1.1).  
 
According to my practical observations, external networking in incubation field has 
different purposes, like:  
1. Improving the relationship between incubators -and their tenants- regarding to 
collaborate with each other based on sharing their services, abilities and management 
capacities. 
2. Increasing the chance of incubatees choosing different kind of services- from 
several providers- by being able to have connection with various number of outside 
business support agencies, in a global scope. 
3. Helping incubators to expand their market and attract more customers.  
4. Improving the connection between business and academic area, by making 
interactive communication between incubators and academic-scientific centers. 
 
So, the structural dimension of web2.0-based incubation model is based on applying 
online SNS, in both internal and external network communications, but with more 
concentration on internal networking between entrepreneurs, where they can help 
each other being more successful in their incubation phase.    
 
Cognition 
Cognitive dimension in social capital theory refers to entrepreneurs’ commitment to 
relationship (Nahapiet, and Goshals, 1998). On the other hand, it is necessary to 
analyze the resources of information sharing between entrepreneurs, as well as the 
common goals that let them share and transfer their own information.  
 
Entrepreneurs in web2.0-based incubation model share their own knowledge, abilities 
and experiences, based on being involved in an “open-source” system. It means that 
they have an interactive relationship, which helps them being benefited from each 
other. On the other word, I will share my experiences with someone else, because I 
have an opportunity to use their own experiences.  
 
So, the common goal lets entrepreneurs sharing their experiences and findings, is 
helping each other being incubated in an interactive open-source area.  
 
Relation 
Relational dimension in social capital theory refers to “behavioral assets rooted in a 
relationship”, like trust and trustworthiness. Basically, social capital theory states that 
people can work together more effectively and efficiently, when they know one 
another, and trust each other. 
 
Trustworthiness is a crucially important factor, which might be missed in online 
relationships, because we don’t really know who is the person we are in connection 
with, through Internet and web-based communities. This problem is more important, 
specifically in business and working relationships.  
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In web2.0-based incubation model –that all connections are provided through web- it 
is really important for entrepreneurs to trust each other, when they are going to share 
their information.  
  
One way, which might increase the trustworthiness in this model, is that 
entrepreneurs involving in this web2.0-based community are mostly related to some 
“known” organizations, like universities, incubators, or other companies (See Figure 
6.1.1). It means that you can have the real personal information about people you are 
going to connect with, because they are related to certain organizations, which you 
can trust. But anyway, trust is still a crucially important problem in online and web-
based communities, which is really difficult to completely solve it. 
 
Figure 6.1.2 shows the overall view of web2.0-based incubation model. According to 
the figure, this model contains a central core and two layers, strongly tied to each 
other. The central core is an online social network system, which is the main relation 
link between people and organizations involved in this model. The internal layer 
includes entrepreneurs –individuals and start-up companies- who are strongly in 
connection with each other (See figure 6.1.2, Blue lines), by being involved in the 
central social network, and they can share their experiences, information, abilities, 
connections, etc in an open-source structure. The external layer contains different 
types of business incubators, service providers, academic centers and other 
knowledge resources, as well as business expert individuals. Members of this layer 
connect with each other (See figure 6.1.2, Red lines), and with internal layer (See 
figure 6.1.2, Green lines), through the central core.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SNS 

BIs, Service Providers and Knowledge Resources 
 

Entrepreneurs 
 

Figure 6.1.2 overall view of Web2.0-based Incubation Model 
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6.2 The Central Core of Web2.0-based incubation model 
      SNS Platform  
 
Due to the model has been visualized in figure 6.1.2, the only way, which all people 
and organizations –involving in this model- connect to each other is that they should 
be involved in an online social network system. This SNS site works like other social 
networks, by applying different web2.0-based networking and communication tools. 
Some of these tools, and their influences in facilitating the network relationship in 
web2.0-based incubation model, have been described below:  
 
Profile 
As it was described earlier, profile in social sites, like facebook, and Linkedin, acts as 
the main page of users, in order to let them introduce themselves, organize their 
activities in the site, as well as keep in touch with their friends. But in a web2.0 
incubation model, profile can be something more than what it is in normal social sites, 
by being used as a virtual office for entrepreneurial firms, incubators, and other 
companies involved in incubation process, in order to facilitate their online 
connections with each other, their customers, outsource cooperators, etc.  
 
Generally, a virtual office can be used to easily manage the business data, such as 
emails, contacts, meetings, documents, tasks, etc, through any computers connected to 
Internet. This data can be shared between all employees of a company with different 
accessibilities, which is valuable, especially for companies that are working in global 
situation, and they cannot gather all their employees from different countries, in a 
certain office place. Even more, virtual office can be utilized in improving the 
company-customer relationships by facilitating the interaction between them.  
   
However, profile is the start point of communicating with other individuals or 
organizations, as well as customers, can be involved of different information about 
the user. 
 
Sub-Networks 
According to Mutton (2004), a sub-group in SNS can be a combination of nodes, 
which are strongly tied to each other, based on a communal factor, like age, similar 
education, work place, etc, which is mostly used in order to simplify the process of 
searching and finding people.  
 
So, entrepreneurs, start-up companies, incubators, service providers, and knowledge 
resources can be categorized based on:  
1. Geographical location, which connects them based on the same scope they are 
located in.  
2. Specialty that helps users to find each other based on their similar working area. 
3. Similar Market that relates companies with different activities, on base of their 
communal customer groups. For instance, a software company, which is working on 
developing certain programs for medical centers, can be in relation with a firm that is 
producing medical tools and machines. The communal point in this field is their 
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similar market. So, they may help each other in improving their marketing activities, 
by having close connection. 
 
Therefore, these specific network relationships can help people and organization -
involved in incubation process- being coordinated and/or participated with each other 
on certain working projects, because of their closeness in physical position, 
concentrated business/industrial fields, and communal market place.  
 
Blogs and RSS  
Blog is a website usually maintained by an individual, with regular entries of 
commentary, descriptions of events, or other material such as graphics or video. 
Entries are commonly displayed in reverse chronological order. A Blog is a personal 
online journal that is frequently updated and intended for general public consumption. 
Blogs are defined by their format: a series of entries posted to a single page in 
reverse-chronological order (www.problogger.net).   
 
According to previous chapter, Blogs can be used to introduce the company, its goals, 
and strategies, as well as broadcasting what employees think, their ideas, working 
procedures, etc. So, entrepreneurs, incubators and other service providers can easily 
use Blog, as a business journal for:  
1. Broadcasting and collecting internal issues, like the purposes of their working 
projects, employees’ certain ideas, etc.  
2. Developing an extra marketing device for giving more detailed information about 
their company to customers, in their networking community, which facilitates their 
company-based information sharing, especially by subscribing each others’ blogs in 
their own RSS feeds that help them to follow the content of other companies’ blogs 
much more easier.  
 
Moreover, there are some multimedia-base Blogging tools, such as podcasts, and 
Videocasts that can be used in order to share and transfer some specific information, 
like speeches, conferences, meetings, and workshops through Blogs.  
 
So, Blogging and its related facilities can definitely help individuals and organizations 
to improve their connection in an incubating area, by collecting, sharing, and 
transferring their specific information, mostly about their companies, the specific 
projects, and ideas, which certainly facilitates their participation and coordination.  
 
Groups and Events 
As it was described in facebook case25, groups are certain online communities can be 
made by all users, based on different communication purposes, like sharing the 
similar interests and/or favorite subjects for making discussions.  
 
Entrepreneurial individuals and start-ups, can make different kinds of groups to 
collect specific types of people, based on certain targets, such as:  

                                                
25 Refer back to Chapter V, Section 5.3 
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1. Discussing specific business/entrepreneurial subjects, helps them sharing their 
experiences.  
2. Participating in different activities, as well as developing online training 
workshops, by inviting business expert individuals from outside of their community, 
3. Working together on attracting a specific customers group.  
4. Coordinating on certain business projects.  
 
Even more, online groups can be utilized by outsource incubating service providers, 
venture capitalists, and even business incubators, in order to introduce their services 
and attract entrepreneurial firms to be participated in their programs. 
 
 
Also, event is an online tool that can organize and manage users’ physical gatherings, 
meetings, conferences, etc, through their online network. On the other hand, 
entrepreneurs, incubators, and service providers can inform each other about certain 
related conferences and workshops by sharing their events with other people in their 
own networks. So events, as well as groups, can be used more specifically for sharing 
connection links.   
 
Wiki  
As it was discussed earlier, in a Wiki system all users are allowed to freely create and 
edit the content of website. Wiki is an extremely useful tool for improving and 
facilitating the knowledge management process, within and between companies. 
 
Wiki can be utilized in web2.0-based incubation model, regarding to help people and 
organizations being involved in creating and developing shared knowledge, 
experiences, and know-how in different fields, in an open-source structure. It means 
that entrepreneurs, as well as people from incubators, service providers and 
knowledge centers are contributing in a free open-source content development and 
online knowledge management process, by sharing their own knowledge, findings, 
and experiences, which is possible to be edited and revised by others.  
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6.3 Entrepreneurs as Incubator 
      The major approach of Web2.0-based Incubation model 
 
Due to my previous discussions, especially in chapter IV, my practical experiences 
have showed me that each entrepreneur who is trying to establish an innovative firm 
based on his idea, or improve the business and economic situation of his existed start-
up, has varieties of experiences, entrepreneurship knowledge, and certain abilities, can 
definitely be assumed as a valuable incubation source, which could be useful for other 
entrepreneurs and start-ups, in their incubation phase.  
 
Web2.0-based incubation model is certainly emphasizing on the fact that facilitating a 
multiple interactive communication between entrepreneurs -in which they can share 
their own experiences, transfer their connections, being participated and coordinated 
with each other, and also creating and developing knowledge in an open-source 
structure- would be extremely useful to increase the quality of their incubation 
process, as well as decreasing their costs.  
 
                    
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 6.2 shows that –based on web2.0 incubation model- entrepreneurs and/or start-
ups can help each other in their incubation process, based on five different connection 
ways:  
1. Coordinating with each other based on different professions, requirements for 
developing a certain business idea, and establish an entrepreneurship-working group. 
2. Sharing their knowledge and experiences, for example about preparing business 
plan, and feasibility study, testing the project, starting up the company, special 
knowledge about certain scientific fields, as well as sharing and transferring their 
practical advices about different aspects in business activities. 
3. Participating on certain business or research projects, as the corporative activities, 
between different start-ups working in similar fields.  
4. Transferring their links and connections with different supporting resources, such 
as venture capitalists, business incubators, investors, etc. 
5. Creating and Developing related knowledge context, by combining their own 
findings, and know-how, as well as being able to edit each others’ entered data, in 
order to create a shared database of related knowledge content.  
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Figure 6.3 Entrepreneurs’ Interaction 
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CHAPTER VII 
Analyzing & Conclusion 
 
The major concentration of this chapter is on analyzing the positive and negative 
points of web2.0-based incubation model, based on studying the impacts of applying 
this model on solving the main practical problems have been pointed out in chapter 
IV, as well comparing this model with other existed business models in incubation 
era. In addition, suggestions for further studies in this field have been notified, at the 
end of this chapter.  
 
7.1 Positive and Negative Points 
     Comparing Web2.0-based incubation model with other existed models 
 
The model has been represented in this research, is basically working very similar to 
“Eggubator” model26, because of being concentrated on incubation networking But it 
has many structural differences in compare with all previous operating models 
developed for incubators:  
 
Web-2.0 Incubation vs. BAM 
According to previous discussions, BAM model is a traditional form of representing 
incubation services, mainly concentrated on incubators’ office and real estate services. 
So, interaction between entrepreneurs, incubator managers, and service providers is 
one of the most important advantages of this model. This human interaction service is 
provided in web2.0-based model by applying dynamic interaction of web2.0 
approach, which is one of the major purposes of social networking systems. So, one 
of the basis of web2.0-based incubation model is representing the opportunity for 
entrepreneurs, to be in interactive connection with each other, from all around the 
world, only by being involved in an online social network.  
 
The basic problems of BAM model are high expenditures of incubators’ building, as 
well as limited number and scope of services (Idisc. 2003). Web2.0-based incubation 
model can definitely help incubators decreasing their expenditures, especially by 
ignoring the real estate services. On the other hand, this model connects entrprenerus 
to different incubators -with several kind of supporting services- help them being able 
to receive their needed services.  
 
Web2.0 Incubation vs. Portal/Virtual 
One of the basic targets of web2.0-based incubation model is applying new generation 
of online solutions, in order to improve the process of representing incubation 
services through Internet. Due to previous discussions, the main problem, 
portal/virtual incubators are facing with is that their users even don’t know each other 
and they are not able to have interactive connection with one another. Web2.0-based 
incubation model has been designed, based on the fact that the social aspect of web2.0 
can be used to develop the dynamic interaction between people though Internet.  
 

                                                
26 Refer back to Chapter II, Section 2.3  
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Thus, one of the most important advantages of this model is that people and 
organizations are strongly connected to each other by web2.0 social tools. 
  
Web2.0 Incubation vs. HUB 
As Lavrow (2000) stated, the biggest problem of HUB model is “its underdeveloped 
external network of associates”. According to figure 6.1.2, the external layer of 
web2.0-based incubation model is specifically working as a network of associates, 
which are strongly tied to each other, and to entrepreneurs –from all around the 
world- by applying the central social network. 
 
So, according to previous chapter, one of the basic characteristics of web2.0-based 
incubation model is that it can improve both internal and external network 
relationships in incubation area, by developing an online social network, facilitates 
relationships between entrepreneurs, incubators, service providers, and knowledge 
resources.  
 
Web2.0 Incubation vs. Eggubator 
As I stated before, Web2.0-based incubation model is very similar to Eggubator 
model, in the way of concentrating on multi-relational network system. But the major 
advantages of model studied in this research -in compare with Eggubator- can be 
categorized and summarized as follow:  
1. In spite of Eggubator model, which emphasizes on offline network relationships, 
web2.0-based model describes an effective way to represent a strong network, 
through Internet, which is more expanded and less cost consuming. 
2. Web2.0-based incubation model has emphasized on the fact that entrepreneurs, 
themselves, can help each other through their incubating process and share their 
practical experiences, by being in connection with each other, based on an online 
community. This entrepreneurs’ ability hasn’t been notified, in previous models. 
 
 
Although, introduced model has lots of advantages and would solved the mentioned 
problems, but applying this model might cause some new problems, such as:  
 
1. As it was described earlier27, trust is a crucially important problem in online 
communities. People who are connecting to each other through this model are mostly 
related to some organization, which might help them to trust each other. But this 
problem is still existed in all online networks. 
2. This research introduces a model, in which the incubation process would establish 
and perform, entirely through web2.0 tools, which is not good facility for those 
people who are not familiar with this new-developed generation of web, and also 
people from undeveloped countries who don’t have a good access to Internet. 
3. Some of entrepreneurial companies really need to have access to low-rent office 
places and administrative tools –which is the basic traditional purpose of incubators. 
These start-up companies would not be interested in using web2.0-based incubator. 
 

                                                
27 Refer Back to chapter VI, Section 6.1 
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7.2 Conclusion 
 
As it was discussed in this thesis work, business incubators are trying to help 
entrepreneurs growing and being able to establish and develop their start-up firms, by 
representing several types of supporting services. Incubators differ based on various 
factors, such as type of business fields they are focusing on, the geographical scope(s) 
they are working in, their certain incubation process and strategy, and also their 
certain business model.  
 
Developing the performance of Interne and web tools in business world, obviously 
influences on the way of representing incubation services, by applying online 
solutions. This fact introduced the portal/virtual incubation model, which is providing 
business-supporting services over the Internet. These kinds of incubators are able to 
work in a global scope, offering their services to unlimited number of customers, with 
lower expenditures, in compare with traditional incubators that are more focusing on 
office and administrative services. But the major problem comes form portal/virtual 
incubation model is that entrepreneurs are missing the opportunity to be in connection 
with each other.  
 
Another issue becomes very important recently is that the incubation approach has 
changed form emphasizing on the core business services offered by an incubator, to 
the new approach focuses on a multiple network, which an incubatee can engage in 
collaboration. This new aspect in incubation area introduces the new incubation 
model, represented network relationship between entrepreneurs, incubators, and 
service providers. 
 
As I have discussed in chapter V, Web2.0 is anew generation of online solutions, has 
the special concentration on making relationship, interaction and collaboration 
between users, based on various types of targets. Web2.0 tools can improve and 
facilitate the interaction process between users, and help them expanding their 
communication network by being in relation with existing connected/related people 
and organizations (from offline to online point of view), as well as establishing new 
relationships through different networks.  
More specifically, applying the social aspect of web2.0 regarding to facilitate business 
activities has been dramatically increased in recent years. Basically, web2.0 approach 
changes the nature of business world, by improving the internal interaction between 
employees, developing the role of employees in companies’ information flow, and 
representing stronger external communication with customers and outside 
cooperators.  
 
Social aspect of web2.0 can be applied on representing incubation services over the 
Internet, in more effective way than previous model, because of being able to prepare 
online interaction between people, as well as paying more attention on entrepreneurs’ 
interaction, collaboration and participation, as an extremely valuable incubating 
source. On the other word, this model facilitates both internal and external network 
relationships in incubation era, by applying different web2.0 tools, such as social sites 
and Wikis. 
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7.3 Further Suggestion 
 
According to my previous discussions, trust is an important problem that online 
communities are facing with. So, one further research can emphasize on studying and 
analyzing different aspects of trust and trustworthiness in online incubation models, 
like the one has been introduced in this research.  
 
Another important issue that should be studied later is about applying web2.0 
solutions in improving the incubation marketing process. The basic question in this 
field is that how popular web2.0 services –like facebook and LinkedIn- can be used 
by incubators regarding to attract more entrprenerus using their services.  
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