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ABSTRACT

Since the promulgation of the enterprise development pillar of broad-based black
economic empowerment, small business incubation has gained in prominence
and popularity as a strategy to achieve the policy’s objectives. In the midst of
continued popularity and investment in incubation programmes by both private
and public organisations, the opportunity was taken to reflect on the efficacy with
which incubation was adopted as a broad-based black economic empowerment
strategy. A quantitative study was conducted, gauging the perceptions of
incubated firms in South Africa, and assessing the efficacy of incubation across
three important aspects, namely the efficacy of private incubation programmes
as opposed to public incubation programmes and the perceived value add of
incubation support services to black-owned businesses and female-owned
businesses. The study revealed that an effective administration of incubation
programmes is not dependent on whether an incubation programme is privately
or publicly administered. The impact of incubation, framed within the broad-
based black economic empowerment framework, for non-black owned
businesses was examined. The findings echo the exclusionary effects of race-
based affirmative action programmes, such as many of South Africa’s incubation
programmes, on white-owned businesses. Lastly the perceived value add of
business incubation support services for female-owned businesses was
compared with male-owned businesses, and found that both groups derive
similar value from incubation programmes. Assessing these three facets of
incubation, the implications and insights for policy makers and practitioners of
business incubation was provided as they seek to adopt business incubation as

a strategy to achieve broad-based black economic empowerment.
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CHAPTER 1: INTRODUCTION

Throughout the developing world, small business incubation has increasingly
been considered as an innovative instrument for developing and growing
businesses. The concept of nurturing small and early-stage businesses at either
managed workspaces, or virtually, is widely accepted but less understood around
the world (Ndabeni, 2008). In South Africa, business incubation is a nascent and
fast-evolving phenomenon, which has attracted significant attention especially
during the post-1994 democratic dispensation as a central aspect of economic
policy. This increased attention to incubation has been spurred on by the
promulgation of the economic transformation policy of Broad-based Black
Economic Empowerment (B-BBEE). For scholars of entrepreneurship, the
increased prominence of incubation programmes signals two facts, first the
reality that efforts are being made towards creating an appropriate and suitable
environment for entrepreneurs, and second the role it can play in effecting the
black economic empowerment agenda has been realised. In this study the need
to measure the efficacy with which small business incubation initiatives help in
achieving the broader economic agenda of B-BBEE, and the objectives that

underpin it, especially race- and gender-based transformation was recognised.

Across the world, the efficacy with which business incubation offers services to
small businesses is yet to be understood or comprehensively measured as the
discourse lacks comprehensive study and frameworks to measure its efficacy
(Dee, Livesey, Gill & Minshall, 2012). This study explored the notion of small
business incubation as a vehicle for enterprise development with the broader
objective of achieving economic transformation (gender and race) and
development. The study examined small business incubation services and
measured the efficacy with which they were delivered while attempting to
understand their emergence as a popular strategy in effecting B-BBEE and its

enterprise development pillar.

This study sought to deepen the understanding of small business incubation and

understand the value received by incubated small businesses from incubation



initiatives within the B-BBEE framework. A study of business incubation
programmes, across a range of services that are provided to small businesses,
was conducted. The study also sought to gauge the perceived value-add that
small business and entrepreneurs gain from incubation programs, within the B-

BBEE framework, which informs the majority of the incubators in South Africa.

1.1 The emergence of incubation as a vehicle for B-BBEE

This study drew its theoretical roots from theories concerned with the market
failure that faces many small businesses around the world. Market failure theory
is interested in understanding the challenges that are faced by small businesses,
especially within emerging and developing economies (Patton, Marlowe &
Hannon, 2000). These challenges are seen to contribute to the countless early
and premature failure of small enterprises apparent in the significantly high
mortality rate of small businesses. The survival rate of small businesses is
relatively low, not only in South Africa, but all around the world. This is despite
the small, medium and micro enterprise (SMME) sector being widely regarded as
the driving force for economic growth and job creation. It is estimated that the
failure rate of SMMEs in South Africa is between 70 and 80 percent. (Brink &
Cant, 2003). According to Hackett and Dilts (2004), market failure occurs when
the environment for business venturing fails to produce the outcomes for
successful business venturing. According to Brink and Cant (2003), unsuccessful
business venturing occurs regardless of whether entrepreneurs have good ideas
and are competent, hinting at the centrality of the environment in the

determination of small business performance.

Critical factors for unsuccessful entrepreneurial venturing may be often attributed
to avoidable mistakes and problems faced by entrepreneurs and the businesses
they manage (Brink & Cant, 2003). The ability of research to understand the
problems and challenges faced by these small businesses should assist
incubation and broader enterprise development initiatives in equipping
entrepreneurs with the necessary skills and support to survive. Challenges

plaguing small business are vast. At the theoretical level, studies have identified



challenges such as a lack of appropriate financing, low productivity levels, a lack
of productivity, insufficient managerial capabilities, a lack of access to
technologies, and stringent regulatory requirements, to name a few (Rogerson,
2004). This study sought to understand the efficacy of incubation, in addition to
understanding the challenges facing SMME'’s in South Africa.

Incubators are one such platform, assisting the entrepreneurial venture to defy
the market failure possibility that threatens many small businesses in South
African. Key areas of support necessary to ensure small business in South Africa
do not fall victim of the market failure possibility are identified. These include:
“access to advice; favourable amendments to legislative and regulatory
conditions, access to marketing and procurement, access to finance, access to
infrastructure and premises, access to training, access to appropriate technology

and encouragement of inter-firm linkages” (Visagie, 1997, p. 661).

In this study, incubation was understood as a process geared towards reducing
the transaction costs of small businesses, increasing the confidence and
capacity of the entrepreneur, while linking the incubated enterprise to resources
and networks required for successful business venturing (Peters Rice &
Sundararajan, 2004). In this study, incubation was informed by theoretical
underpinnings that help explain how businesses negotiate their survival in the
market. Therefore, the study sought to establish the efficacy with which
incubation programmes were perceived to address these challenges facing
SMMEs. Theories that helped to set a framework for this study included,
network, resource, capabilities-based, and economic development theories of
entrepreneurship. An appreciation of small business incubation needs to be
grounded on these theories, to capture the value of incubators holistically and
the ability of the incubation interactions to provide value to the incubated small

business.

1.1.1 The social capital perspective

The premise is that when the small business enters the incubation programme, it

leverages the networks provided by the incubating organisation, which may
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include broader industry linkages or linkages with other incubated firms (Hackett
& Dilts, 2004). Central to the entrepreneurial process, is the need to establish
networks that are capable of facilitating access to information and other related
capitals crucial to the survival of the small firm (Fornoni, Arribas, & Vila, 2012).
The utility of any network or relation is often context-dependent, with the need to
leverage from an extensive yet appropriate network regarded as highly valuable
for small business. Central to the network theory of understanding incubators, is
the notion of social capital. Defined as “the goodwill or benefit available to actors
within a social network” (Scillitoe & Chakrabarti, 2010, p. 159), social capital is an
important construct in studying business incubation. Despite there being limited
research on the social capital contributions of business incubation, the ability of
the incubator to positively contribute to the social capital of the small business

can be identified as an invaluable intangible for the incubated firm.

This section adopts Fadahunsi, Smallbone and Supri’s (2000), understanding of
networks, which focuses on “the exploitation of both formal and informal
relationships for the business development purposes” (p. 1). This identifies
informal and formal networks as important assets for small businesses as they
offer potential material benefits to help overcome structural challenges facing
small business, and mitigate the challenges of limited internal resource

constraints.

Scillitoe and Chakrabarti (2010) suggest that organisational facilitation through
paternalistic interactions with incubator management serve as an important
source of benefit for the affiliated small business (Scilitoe & Chakrabarti, 2010).
With assertions that organisational affiliation is important to the mediation of
external relationships for the small business, this study drew on the networked
theory of the incubator and assessed the ability of the incubator to add value to

the small business.

The starting point, for students of entrepreneurship, when looking at networks is
the relation between a given entrepreneur and another individual or collection of
individuals or institutions. Incubators serve as a primary contact point and

facilitator of social capital for incubated small businesses as they mediate and

4



offer their network of contacts to small businesses. This study acknowledged that
the importance of incubators was not solely in their service and space providing
roles, but sought to explore the importance of “social capital avenues that can be
exploited within an incubator through networking opportunities, getting contacts,
advice and support by other incubatees and role models associated with the
incubator” (Adlesic, 2012, p. 202).

Of interest in this study was the effectiveness of the networks, as measured by
the meanings attached by the incubated small business managers and owners.
The use of networks is broadly measured by the usefulness of accessed
networks through the incubator, in giving operational advantages to the
incubated small businesses over their counterparts who do not have access to
the business incubation service. Given that small business, notably black-owned
business, inherently face discrimination and structural challenges, “not only in
accessing formal institutional sources of start-up finance and advice, but also in
reaching customers and receiving credit from suppliers* (Mitchell, 2003, p. 51).
The study sought to understand, the efficacy of SMME incubation programmes in

fulfilling the social capital needs of small businesses.

1.1.2 The resource-based approach

The resource-based view of an organisation is useful in investigating the utility
and nature of deployed resources. Penrose (1959) argues that organisations are
collections of unique resources and capabilities, which span financial, physical,
human, commercial, technological and organisational resources. Resources
provided by an incubation programme include facilities, business advice, and
service and incubator management. An understanding of the resource-based
view provides a basis for conceptualising the development of the entrepreneurial
frim within the incubation programme, as the incubator seeks to add to the
resources available to the small business without the incubatee incurring

significant additional costs.

The ability of the incubator to provide the appropriate and required resources

enabling the incubated firm to commence trading, is a key component of which

5



incubator efficacy is determined. According to McAdam and McAdam (2008)
“effective incubator management can ensure that the firms have access to
resources of business advice including specialist programmes and seminars”
(2008, p. 278). This suggests that resources are broad, and the ability of the
incubator to facilitate and directly provide access to resources, largely
determines the efficacy of the business incubator. Closely linked to the resources
and resourcefulness provided by the incubation program, is the notion of
capability building. This study understood the growth of small businesses
because of organisational capabilities, among other factors (Knight & Cavusqil,
2004). The premise of the study was, small businesses that survive and achieve
remarkable growth invest and nurture key capabilities critical to business

performance.

This study defined a capability as anything a small business is able to do well,
often comprised of capabilities of the team, and has the potential to lead to
meaningful business development (Knight & Cavusgil, 2004). An organisations’
capability was understood as its ability to manage resources and gain advantage

over competitors (Ulrich & Lake, 1991).

Capabilities are a strategic priority for small businesses, as businesses that are
growing are able to gain competitive advantage by building capabilities.
Strategically, the development of capabilities is critical in that small businesses
are able to gain advantage in competitive markets and ensure their continued
growth. Business incubation programmes seek to enhance the capabilities of the
entrepreneur in order to improve the chances of continued and sustainable
growth.

1.1.3 Theoretical perspectives

The theoretical perspectives with which this study was understood were mutually
dependant and inextricably linked. The identified range of theoretical
underpinnings helps the study of incubation and navigates the complexity with
which new ventures either grow or seek to ensure their survival within the market

place. This study conceptualised the incubation process based on these
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theoretical perspectives and acknowledged the incubators role as one in which
the incubating organisation transfers knowledge and facilitates access to

resources for the growth and sustainability of the incubated firm.

The interaction between incubator and incubated firm is one that sees the
incubatees embark on a growth path facilitated by the services provided through
the incubation process. Theories concerned with market failure formed a basis
for this study and outlined a model of business incubation service provision,
within which a set of defining incubation services were identified and studied.
These defining business incubation services were used to measure the efficacy
with which incubation services were provided to the incubated firms. The role of
theory in this study helped to unpack the rationale behind small business
incubation and informed the formulation of testable hypotheses, for answering

the main research problem.

1.2 Incubation as aresponse to South Africa’s economy

Economies around the world are faced with the challenge of driving an
entrepreneurship and innovation agenda, thus a range of interventions have
been adapted and implemented. Broadly, these interventions have at their heart
the creation of conditions that support entrepreneurship and that the socio-
economic wealth of entrepreneurial efforts are realised through the economy
(Khalil & Olafsen, 2010). Within South Africa, this challenge is encompassed
within the B-BBEE framework, which calls for an economic development agenda

driven by economic transformation.

Enterprise development has emerged as a popular vehicle for realising
sustainable economic growth and development, more so within developing
economies (Scillitoe & Chakrabati, 2010; Tamasy, 2007; Sehitoglu & Ozdemir,
2013). Despite this acknowledgement, in South Africa there has been limited,
initiatives by both private and public organisations, aimed at mainstreaming the
participation and role of SMMEs within the economy. Such initiatives include the

Department of Trade and Industry’s (DTI) Incubation Support Programme (ISP)



that is aimed at “developing incubators by providing them with the potential to
revitalise entrepreneurship, while strengthening local and national economies”
(DTI, 2012, p. 12). The ISP has been put in place to encourage partnerships
where big business and government assist SMMEs to become more efficient and
sustainable thus enabling economic development at local, regional to national
levels (DTI, 2012). The ISP’s objectives signal the recognition that private and
public partnerships are strategic in attempts to effect economic development as
articulated in B-BBEE, more specifically the enterprise development imperatives
of BEE.

It has been argued that the most compelling reason for the implementation of B-
BBEE is the promotion of economic growth, as it is understood as a policy aimed
at mainstreaming black people’s participation in the economy (Jack & Hatrris,
2007; Ayra & Bassi 2011; 2013). Defined by the DTl as “an integrated and
coherent socio-economic process that directly contributes to the economic
transformation of South Africa” (DTI, 2012, p. 15), B-BBEE remains central to
South Africa’s economic policy and the determination of the distribution of
resources for economic activity (Ayra & Bassi, 2011). The policy articulates
codes of good practice, within which are specifications for contributions to
various aspects of economic empowerment that include employment equity,
skills development, ownership, preferential procurement, enterprise development
and social investments directed towards historically disadvantaged communities
(Jack & Harris, 2007; DTI, 2012). Of relevance to this study, was the enterprise
code of the B-BBEE policy, which effectively spurred on increased attention to
initiatives such as small business incubation and the transformational objectives,

i.e. race- and gender-based transformation.

Incubation has become particularly interesting for policy makers as it is seen as
an effective tool to initiate or revive innovativeness in regions (Dee, 2012).
Across the literature, there have been assertions that incubation initiatives are
designed to accelerate the development of new technology-based and high
growth start-up firms (Mian, 1997). According to the 2013 GEM report (Turton &

Herrington, 2013), the pool of potential entrepreneurs in South Africa is 19



percent, the total early stage entrepreneurial activity is 10.6 and the established
business rate at 2.9 percent is well below the weighted average of 16 percent for
Sub Saharan Africa. The South African government has sought to correct this
and in addressing this challenge, there has often been talk of the need to
improve the environment, creating an enabling environment for small businesses
to develop and thrive. This talk signals the importance and need for an effective
incubation industry and practice to help promote entrepreneurial activity and
success. Entrepreneurial activity in South Africa ranks below its counterparts,
and efforts towards increasing and improving the entrepreneurial landscape
would require effective support services (Turton & Herrington, 2012). These
efforts are at the core of most incubation programmes, informing the rationale

behind the establishment of many of these programmes, across South Africa.

The premise of this study acknowledged that research on business incubation
lacked a complete framework for evaluation that allowed for benchmarking and
comprehensive assessment (Dee et al., 2012). Often in the process of
evaluation, a disregard for broad-based evaluators often include the effect of the
incubation services on performance of the business owner and the
empowerment of incubated firms (Meru & Struwig, 2011; Mian, 1997; Hackett &
Dilts, 2004). This study did not propose exhaustiveness in assessing incubation,
but rather studied the perceptions that incubated firms had of the services
provided during the incubation process. These perceptions comprised an
important facet of a comprehensive evaluative framework, which went towards

measuring the efficacy of incubation.

The verdict on the efficacy of incubation in South Africa is still out, along with the
challenge of establishing an integrated evaluative framework, one that is
cognisant of the dynamic potential of incubation. This study aimed to provide a
meaningful contribution to an appropriate and comprehensive evaluative
framework for SMME incubation in South Africa and possibly other transitioning
economies. The assessment of incubation was based on its ability to contribute
to the B-BBEE agendas of transformation. Emphasis was placed on

understanding the perceptions incubated firms have of the incubation



programmes they are affiliated to and the ability of the incubator to add value to
the small business. (Mian, 1997; Peters, et al., 2004).

1.3 Problem statement

Understanding the efficacy with which incubation contributes to the development
of small businesses and subsequent economic development is of critical
importance to practice and research on entrepreneurship, within developing
economies. Research on the influence of interactions with incubation on the
development of the SMME is unclear, and in this study, a step was taken
towards providing further understanding of the value presented to small
businesses through interactions with the incubating organisation (Scillitoe &
Chakrabarti, 2010).

1.3.1 Main problem

To understand how effective small business incubation as a strategy for

enterprise development in South Africa is.

1.3.2 Sub-problems

[1] The first sub-problem was concerned with understanding the emergence
of incubation as a B-BBEE strategy; and
[2] The second sub-problem, sought to understand the perceived value that

small businesses derive from business incubation services.

1.4 Research purpose and the aims of the study

This study set out to assess the efficacy of small business incubation as a
strategy for a South African enterprise development. The last decade and more
have seen the incubation of small businesses gain in prominence, primarily due
to the belief that incubators are able to nurture new firms and mainstream their

successful participation in the economy (DTI, 2012). As a result, a number of
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incubation programmes have emerged across South Africa, with the aim of
facilitating economic gains, which include but are not limited to, the creation of
jobs, increased technological innovations and greater returns for the individual

businesses, to name a few.

With the promulgation of B-BBEE, greater involvement by both private and public
entities can be expected as stipulations to engage in enterprise development
encourage more private organisations to participate in small business
development. A decade after the introduction of B-BBEE, along with a revision of
the codes of good practice in the interim, enterprise and supplier development
aspects of B-BBEE have increasingly emerged at the fore of the economic
agenda in South Africa. With the likelihood of increased investment in the
incubation of small businesses, the study was premised on the belief that an
opportunity has presented itself for practitioners and researchers to reflect upon
the efficacy with which the incubation of small businesses has been practiced

and implemented.

As this research sought a means to capture the dimensionality of incubation
programmes, the measuring of the efficacy of incubation as a strategy for
achieving a South African enterprise development, one underpinned by the
rationale and objectives of B-BBEE was understood. The approach articulated
SMME incubation as a tool geared towards enhancing entrepreneurship as a
vehicle for economic development. This framework measured the role of
business incubation programmes according to their ability to enhance both
business development and economic development. Hackett and Dilts (2004),
conceptualise business incubation objectives as either being primary or
secondary. SMME incubation programmes considered for this study held, as
their primary objectives, the creation of new jobs and the creation of a positive
statement for entrepreneurial potential (Hackett & Dilts, 2004).
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1.5

1.6

Conceptual/theoretical definition of terms

B-BBEE: An integrated and coherent socio-economic process that directly
contributes to the economic transformation of South Africa. The objective
is to bring about significant increases in the number of black people that
manage, own, and control the country’s economy. The second objectives
aims to bring about significant increases in the number of black people
that manage, own and control the country’s economy (Arya & Bassi,
2011).

Incubator: “A nurturing environment for start-ups that provide business
support programmes and networking, including physical infrastructure (in
some cases) that enables businesses to develop within a controlled
environment” (Meru & Struwig, 2011, p. 113).

Incubatees: The tenant-companies, clients or firms, provided with
strategic, value adding intervention system of monitoring and business
assistance (Hackett & Dilts, 2004).

Incubation: The process within which a range of business development
processes are provided to support the growth and development of
SMMEs.

Small, Medium and Micro Enterprises (SMME): The terms SME and
SMME are used interchangeably in South Africa, as it is defined according
to number of employees per enterprise size category combined with
annual turnover categories, the gross assets excluding fixed property, as
defined by the South African government (NCR, 2011, p. 23). In this paper
SMMEs ae crudely defined as those enterprises with a turnover of R35

million and below.

Contribution of the study

The study contributed to the development of an appropriate assessment

framework for business incubation in South Africa and other transitioning

economies.
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The study drew on the perceptions of incubated SMMEs, to assess the influence
of the incubation process on the SMMEs developmental experience. This study
identified and understood the principal factors that determined effective small
business incubation, thus allowing practitioners of incubation to effectively and
efficiently provide services to incubated firms and structure their incubation

programmes appropriately.

The significance of the study rested in its timing, as a comprehensive
assessment of the value add of incubation is lacking in South Africa. The
enterprise and supplier development codes of good practice become
increasingly popular, and the opportunity to reflect on the efficacy with which
these services are provided, presented itself. The revised B-BBEE codes were
anticipated to grow enterprise development practice in South Africa, the
significance of the study was in its ability to give practitioners of small business
incubation an opportunity to reflect on the efficacy of incubation as a tool for

implementing B-BBEE.

1.7 Chapter outline

Subsequent to introducing the study in Chapter 1, a comprehensive literature
review was conducted in the 2" Chapter by the researcher, which explored
existing studies and literature on the subject matter and related topics. In the
literature review, the context for the main research problem and sub-problems is

provided, which in turn informs the hypotheses generated.

The research methodology is outlined in the 3@ Chapter together with the details
of the adopted research design, the population and sample studied, the research

instruments utilised and the subsequent data collection procedures and analysis.

The results of the study are presented in Chapter 4 with the discussion of the
results detailed in the 5" Chapter. A conclusion to the study together with the
implications of the findings and recommendations follow in Chapter 6.
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1.8 Conclusion

In assessing the efficacy of SMME incubation, this study followed a structured
approach. First, an introduction of the study’s purpose, objectives and research
problems, together with the main constructs and concepts utilised throughout the
study. Subsequent to setting the context for the study, important literature was
drawn on to formulate the hypotheses. A review of the literature concerned with
small business incubation and understating the ability of the rationale behind the
utilisation of incubation as a tool for the achievement of B-BBEE objectives was
the focus. The research methodology section, detailing the research approach
and statistical methods utilised in the study is outlined, prior to the execution of
the statistical tests. Lastly, the researcher was able to analyse the results and

make conclusions and recommendations on the efficacy of incubation.
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CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

B-BBEE remains an important and strategic objective within South Africa’s
economic policy and seeks to drive economic development through
entrepreneurship. Small business incubation programmes emerge as a popular
strategy and tool for achieving these objectives. The researcher assesses the
efficacy with which small business incubation has been adopted as a strategy for
enterprise development in South Africa. The efficacy of business incubators is
determined by the perceived value-add of business incubation services to
incubated businesses.

With the advent of B-BBEE, ‘big-business’ has increasingly been compelled to
invest in the growing of black-owned and female-owned small businesses. This
policy presents one such strategic opportunity where both public and private
funds are availed to qualifying small businesses.

Significantly, both private and public resources have been committed towards
the achievement of enterprise development, with larger contributions still
anticipated going forward. However, this study evaluated the extent to which the
ongoing support of small businesses through incubation programmes was

justified.

It is of critical importance that the study acknowledges the echoes across
literature, that there remains a need for a standard and universal performance
measurement system of business incubation programmes, one that is
appropriate, relevant and comprehensive (Hamdani, 2006; Chirgui, 2012).
Insufficient business incubation assessments are nascent, with literature on the
subject in developing economies lacking in depth and volume (Hackett & Dilts,
2004; Vanderstraeten, Matthyssens & Witteloostuijn, 2012). The need for
assessment systems and frameworks within business incubation research

fuelled this study as it aimed to contribute towards the development of an

15



academically rooted and contextual incubation performance assessment system
(Vanderstraeten et al., 2012).

To achieve this, business incubation assessments should first concern
themselves with the dynamic range of services provided to incubated firms,
together with an appreciation of the objective informing incubation programmes
in order to establish a ‘universal’ set of variable services to measure incubators
by. By understanding both the economic development imperatives together with
the interaction with incubatees, research on small business incubation has taken

a step towards comprehensive and thorough assessment.

Articles focused on incubator performance, impact, assessment, and
effectiveness were reviewed, to get to an evaluation of business incubation that
is appropriate, consistent and reflective of the dynamic potentials of incubation
practice. Attempts in the past have focused solely on tenant satisfaction or on
economic outputs of incubation programmes, and more frequently studies have

focused on assessing indicators of incubation (Dee et al., 2011).

Approaches to studying incubation need to move towards applying performance
measures that consider the economic indicators of incubation performance and
the value proposition for the enterprise development of the incubated SMME
(Dee et al. , 2011). These two levels of assessing business incubation provided a
useful stepping-stone towards a comprehensive assessment framework for
SMME incubation programmes. The study deemed these two levels of analysis
as being necessary but not sufficient in establishing an assessment framework

for the efficacy of business incubation.

Across the literature, there was an emphasis on the criteria for measuring
business incubation performance. These studies investigated the economic
development imperatives of incubator occupancy, jobs created, graduate
SMMESs, tenant revenues, number of patent applications per firm and number of
failed SMMEs (Allen & McCluskey 1990; Mian, 1996; M’Chirgui, 2012; OECD,
1997; Phillips, 2002). Other studies examined the interaction between incubator

and incubatee, during or post the incubation programme.
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Of importance to this study, was the framing of business incubation within the B-
BBEE and an understanding of the ability of incubation to affect the objectives
espoused by B-BBEE, especially the transformational objectives of race and

gender.

In this chapter, the literature that helped inform the direction taken by the
researcher, the formulated hypothesis, and the methodology adopted to answer
the main research problem, is outlined. A contextualisation of incubation
programmes, as a response to B-BBEE objectives, was the starting point. A
definition of the topic frames the emergence of business incubation support
services as a response to the needs of small businesses in South Africa, and the
emergence of the typologies of incubation programmes is provided to

understand the rationale informing these programmes.

2.2 South African incubation programmes

In South Africa, the proliferation of business incubators continues, with their
establishment increasingly gaining popularity across business sectors and
geographies. This surge has resulted in the emergence of a diverse typology of
incubation programmes and models available to small business owners and
managers seeking leveraged support and input in growing their businesses.
Within the South African context, the rise in incubation programmes may be
significantly attributed to the promulgation of B-BBEE legislation especially the

enterprise and supplier development code of the legislation.

In the South African setting, business incubators are relatively hybrid institutions,
which in the most part comprise resources, as well as supporting market and
business development services (Chandra & Silva, 2012), most of which are
underpinned by the broad objective of transforming the economy as per the B-
BBEE objectives.

Historically around the world, business incubators have increasingly been viewed
as popular tools for addressing market failure with the accompanying objectives

of addressing broader political and economic objectives of transformation in a
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transitioning economy (Hackett & Dilts, 2004). In this study, an assessment was
conducted of the efficacy with which small business incubation has been able to
be a tool for addressing market failure for small businesses through the provision
of value-adding business support services. The study aimed assess the efficacy
of incubators in effecting the objectives of South Africa’s political economy,
specifically providing value-added support services to previously disadvantaged

economic groups including black-owned and female-owned small businesses.

Incubation support services, which comprise infrastructure, business support and
mediation support services, utilise these established categories to assess the
ability with which incubation programmes have been able to add value to small
businesses and respond to the objectives of B-BBEE (Grigorian, Rathino &
Harms, 2012).

Appropriate evaluative systems for SMME incubation should seek to pronounce
the widest value to the incubatees and the economy, simultaneously establishing

the success factors that lead to effective incubation.

2.3 Business incubation support services in South Africa

Since the origin of business incubators in the 1950s in the United States, there
has been a proliferation of practice across the world accompanied by countless
adaptations (Al-Mubaraki & Busler, 2012). This proliferation comes with
definitional challenges of what business incubation is and what it entails. These
differences in business incubation interventions present themselves by the
uniqueness of the mandate, the type of sponsorship they have and their focus
(e.g. technology- or bio-focused incubation processes) (Chandra, 2007). Any
research on the phenomenon should tighten its definition in order to obviate
ambiguity in the study (Hackett & Dilts, 2004). In spite of the definitional
challenge faced by scholars, incubators are characterised by some general

features, which are captured in the following points:
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e The provision of a managed workspace providing shared facilities,
advisory, training and financial services as a nurturing environment
for tenant small companies is created;

¢ A small management and support team with core competencies; and

e The selection of start-up young enterprises to enter the incubation
programme with the aim of graduating (Scaramuzzi, 2002, p. 4).

Much as the case in other parts of the world, South African incubators are
typically uncoordinated and individualised initiatives of either public or private
entities, with independent mandates and objectives (Hackett and Dilts, 2004). In
operationalising business incubators, understanding of what it is they do was
sought. In this, our understanding is operationalised by outlining the various
services and functionalities provided by the business incubator. For the purposes
of this research an adoption of the categorisation of business incubation services
into three sets of services, similar to the approach taken in two previous studies
(Grigorian et al., 2012; Bergek & Norrman, 2008) was adopted. Bergek and
Norrman (2008) categorise the services provided by business incubation
programmes along five groups of services. These services include selection,
infrastructure, business support services, mediations and graduation. Grigorian
et al. (2004) select business incubation services across three important and
relevant dimensions, which include the provision of infrastructure, business
support and mediation services. For the purpose of this study, business
incubation services falling within the three categories were studied to assess the
efficacy with which business incubation services are offered to small businesses.
These were the provision of infrastructure support, the provision of business
support and the provision of a range of mediation services. The notion of
incubation was examined and the efficacy with which these business incubation

services are afforded to small businesses in South Africa was measured.

2.4 A typology of business incubation

Incubation may be defined as “a range of business development processes that

are employed to support the growth of small, new start-up and young business
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ventures” (Voisey, Gornall, Jones & Thomas, 2006, p. 455). As Scillitoe and
Chakrabarti (2010) note, the term incubator has become an umbrella concept
utilised to describe a heterogeneous group of institutions and practices. The
phenomenon should be understood as an enterprise development vehicle aimed
at improving the performance of an SMME while enhancing the SMME’s ability to
actively participate and contribute to the economy. Definitions are often broad
and give rise to ambiguity and recognition of related yet distinctly different
institutions. There are defining services associated with an incubator; within this
study categories of services were required in order for an organisation to be
defined as an incubator however, they are not necessary for an organisation to

be defined an incubator, outside of the study.

An understanding of incubation acknowledges the dynamic nature in which
young firms are nurtured to ensure their survival and growth, especially during
periods of uncertainty, which usually is at the start-up phase. Therefore,
incubation programmes emerge, as a process and place driven by the hope of
addressing the market failure challenge facing small businesses. (Cornelius &
Bharbra-Remedios, 2003). Grimaldi and Grandi (2005) make note of the fact that
incubating organisations is part of a wide range of initiatives aimed at stimulating

and supporting entrepreneurship and enterprise development.

Effectively incubation programmes seek to stimulate enterprise development
through the reduction of their tenant’s transaction costs as resource and
information costs are lowered, because of the business incubation services
provided through interactions with SMME’s (Peters et al., 2004). In essence,
incubation programmes seek to reduce the tenant business’s transaction costs
through the provision of knowledge, resources and networks (Hackett & Dilts,
2004).

Based on their comprehensive review of the literature, this research identified
with Hackett and Dilts’ (2004) conceptualisation of the ‘incubator-incubation’
notion and define it as a “facility that seeks to provide its incubatees (portfolio-,
client- or tenant-companies) with the strategic, value-adding intervention system

(business incubation) of monitoring and business assistance” (Hackett & Dilts,
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2004, p. 57). This study sought to understand how the incubation facility provides
strategic value to small businesses through the provision of a range of incubation

services.

The practice of business incubation varies from one incubation programme to the
next, which adds to the definitional challenges of the concept (Hackett & Dilts,
2004). Challenges in defining business incubation, stem from literature and
practice as it has been defined as either a process or a place, and sometimes as
both. In this study, incubation programmes that provided services as a process
and/or a place were considered. Therefore, included in the study was bricks and
mortar, as well as virtual programmes geared towards ensuring the sustenance
of small businesses. This research did not apply to related and associated terms
such as ‘research parks’ and co-creation spaces, which are both often confused

with the notion of business incubation.

2.5 Performance measures of business incubators

There is no clear consensus as to what constitutes an appropriate measure of
incubator performance (Dee et al., 2012). Despite a range of organisations falling
under the broad category of incubators, nuances remain that must be taken into
consideration in order to adopt appropriate performance measures for the broad
family of business incubators. (Barbero, Casillas, & Ramos, 2014). Developing
adequate performance measures continues to be a challenge for business
incubation practitioners and researchers. Central to the challenge of establishing
performance measures has been the “alignment of quantifiable measures and
the often-unanticipated consequences of quantification business incubators,

even those sharing a common setting” (Vanderstaeten et al., 2012, p. 1).

Incubation programme evaluation may be approached from a number of
perspectives. While Scaramuzzi (2002) notes the importance of business
incubation programmes to be compared with and assessed against other
incubation programmes of a similar type and mission, this study found common

ground for business incubation programmes geared towards the achievement of
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B-BBEE enterprise development objectives. Therefore, SMME incubation
programmes need to be evaluated on their ability to contribute to economic
development, especially in the context of a developing economy such as South
Africa. Al-Mubaraki and Busler (2011) underscore the value of incubation in
revitalising the economy within which the incubators are operating in. The
approach, centred around economic development, measures the value of
incubators according to economic development indicators, which often include
number of companies formed with the support of an incubator, number of
companies graduated from an incubation program, number of entrepreneurs
assisted, and number of jobs created (Colombo & Delmastro, 2000; Lalkaka &
Lalkaka, 2003; Adegbite, 2001). Economic development approaches to
measuring the efficacy of incubation are largely popular and have gained traction
the world over. A significant amount of research has been completed telling the
success or failure stories by underlining their conclusions on economic
development metrics that include jobs created, sales growth and contributions to
tax. These studies include studies based in Italy by Colombo and Delmastro
(2000), Brazil by Lalkaka and Lalkaka (2003) and Nigeria by Adegbite (2001).

Barbero et al. (2014) advocate “the execution of empirical studies as a source of
business incubation research” (p. 2). Application of empirical studies may include
the interpretation of perceptual data from incubated small business owners and
managers. Meru and Struwig (2011) adopts a quantitative approach to evaluate
the entrepreneur’s perceptions of the business incubation services in Kenya.
This empirical approach has been adopted by other studies including: Mian
(1996), who assesses the value-added contributions of university technology
business incubators to their technology-based tenant firms. Mian (1996) presents
empirical data from University of Toronto Business Intelligence (UTBI) according
to perceptions by the clients. Similar approaches include the measurement of
satisfaction or dissatisfaction of the clients with the provision of business
incubation support services, as studied by Abduh, D’'Souza, Quazi and Burley
(2007). They propose a framework in terms of the mean difference between the
importance of the service and the effectiveness of incubating organisation

providing the service.
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The first sub problem in this study sought to understand the perspectives that
view small business incubation as a viable economic development strategy in
transitioning economies. To understand this rationale, this study relied on
existing literature and studies on the subject, which helped comprehend the role
of small business incubation in the drive towards economic development. This
rationale is framed and understood within the South African context, as the B-
BBEE policy was identified as a key driver of business incubation and broader

enterprise development initiatives in South Africa.

Literature on the subject advocates for the use of longitudinal data and analysis,
to understand the economic development contributions of business incubation
(Voisey, Jones and Thomas, 2013). A longitudinal study can take the form of a
correlational research study involving the observation of the same variables over
a long period of time (Voisey et al. 2013). Longitudinal studies are useful in that
they track the same research subjects, allowing researchers to adopt the
methodology to observe the incubation phenomenon effectively over a period.
Practical data collection must be considered a priority for understanding the
contributions of incubation. Studies that have adopted the longitudinal approach
include studies by Voisey et al. (2013), and Dee et al. (2012). However, with the
limitations and the nature of this study, practical data collection was not possible
due to time constraints; therefore through literature this study explored the role of
business incubation programmes in contributing to economic development

agendas.

The goal of the second sub-problem in contributing to knowledge, attempted to
understand the nature by which entrepreneurs in incubation programmes,
experience and derive value from the incubation process. The study sought to
measure quantitatively the independent facts about the single apprehensible
reality incubation services, as experienced by these incubated businesses. To
address the second sub-problem the study adopted a quantitative and cross-
sectional approach to understand the perceived value-add of business
incubation programmes. Building on previous studies, which analyse the

perceptions of business incubation, notably studies by Meru and Struwig (2011)
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and Grigorian et al. (2010), this study utilised a quantitative research design to
evaluate business incubation services and the efficacy with which they were

delivered across a range of incubation programmes in South Africa.

However, the earliest approaches to business incubation research adopted a
descriptive approach, which were often “criticized for lacking rigorous conceptual
and methodological foundation” (Cheng & Schaeffer, 2011, p. 214), thus this
study moved away from this approach. The approach adopted by Sehitoglu and
Ozdemir (2013), in their research of the efficacy of incubators, was an extensive
study of relevant literature and the use of descriptive and t-test methodology. It is
important to note the approaches to business incubation research are often not
mutually exclusive but rather a combination of complimentary approaches to best

suit the context within which the business incubator is operating is adopted.

With the range of business incubation approaches available, this study
comprised an assessment of the perceptions incubated organisations have of
the business incubator and the services offered during the programme. The
perceptions studied allowed conclusions to be made in terms of the ability of
small business incubation as a strategy for realising B-BBEE. The adoption of
business incubation as a strategy of B-BBEE was studied.

2.6 Incubation as a strategy for enterprise development and B-
BBEE

The role of SMME’s in ensuring growth and development in the South African
economy is widely recognised, with the need for creating a suitable environment
being well articulated in policy and government strategy. In South Africa,
government has played a key role in defining policies and implementing
programmes to support the development of SMMEs. One such effort is
embodied in the B-BBEE policy, within which it has advocated for the support
and investment in SMMEs by private corporations (Jack & Harris, 2007). The
enterprise development code of B-BBEE has been implemented through a range

of initiatives and activities but none more prominent than small business
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incubation initiatives. Together with the supplier development code of B-BBEE,
incubation programmes have an increasingly strategic role to play in the
development of small businesses, the transformation of the economy and the
SMME sector in South Africa (Jack & Harris, 2007).

Throughout economic theory, incubation programmes have gained prominence,
particularly due to their perceived value to regional and national economic
development. The premise of this increasing attention to business incubation
rests in the perspective of viewing entrepreneurship as the engine for growing
and sustaining transitioning and developing economies (Carayannis & Zedotwitz,
2005). The challenge however, is to ensure that entrepreneurial activity in
developing economies is able to evolve and be sustainable in a nurturing
environment. In order to face this challenge effective and sustainable support

needs to be provided to small businesses, by both private and public institutions.

Measurable assessment of business incubation has been elusive to researchers
of business incubation; however, throughout the review there has been an
identification of indicators for the economic development contributions of
incubators. Al-Mubaraki and Busler (2011) like other authors, investigate key
performance indicators of business incubators with regard to economic
development. It is through their study of the literature that Al-Mubaraki and
Busler (2011) identify outcomes such as the creation of jobs, commercialisation
of new technologies, enhanced entrepreneurial activity and resulting regional
economic development (Vanderstraeten et al, 2012; Cornelius & Bhabra-
Remedios, 2003; Sehitoglu & Ozdemir, 2013; Peters et al., 2004).

As Vanderstraeten et al. (2012) note, employing indicators alone would be
insufficient to capture the performance of business incubators; the study does
feel it is important for these indicators to be included, in the development of a
comprehensive framework for assessing SMME incubation; however this study

focused on perceptual data.

It should be acknowledged that the mere survival of a tenant firm cannot be

considered as a sufficient criterion for evaluating incubator performance, but
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rather a combination of criteria would provide for a better study of business
incubation as a strategy for effecting B-BBEE.

This study assessed the efficacy of small business incubation against the
political framework within which it had gained prominence. The rise in
prominence of business incubation is owed to its perceived effectiveness as an

economic development tool.

2.6.1 An effective tool for implementing economic policy

The operations and performance of incubation efforts generate greater interest,
primarily because justifications need to be made for continued investment in
these programmes. Reflections on the efficacy of small business incubation as
an economic development tool are due as both public and private funds are

continually employed as a strategy to grow small business in South Africa.

As interest and investment in the incubation of small businesses grows, Allen
and Weinberg (1988) suggest that it is appropriate to ask whether incubation
programmes are administratively effective and economically efficient
components of economic policy. The rationale behind SMME incubation is that
enhanced entrepreneurship will yield economic development driven by a thriving
SMME sector. (Ramluckan & Thomas, 2011). In South Africa, understanding is
sought of the effectiveness with which the strategy has been employed in
achieving economic empowerment, transforming the economy and adding value

to incubated firms.

Business incubation as a practice owes its prominence to its perceived potential
economic development benefits, hence the importance of assessing the efficacy
with which they have been operationalised (Hackett & Dilts, 2004). Governments
across the developing world have adopted small business incubation as a
strategy to ensure the emergence and growth of sustainable small businesses
capable of contributing to economic development. SMME incubation is premised
on the assumption that SMME development is central to any thriving economy.
The specific goals of incubation programmes vary from one programme to the
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next; however, the ‘universal” purpose of the business incubators is to reduce
small business failure rate. This in turn would promote job creation, economic
diversification, economic activity and other economic development outcomes that
would not be achieved without the incubation programme (Hackett & Dilts, 2004;
Dee et al., 2012). Throughout the literature, metrics for the measurement of small
business incubation have been based on the economic contribution and outputs
of incubation programmes (Ramluckan & Thomas, 2011). Critical indicators of
success in terms of economic development have generally come to include, but
are not exclusive to, tenant and graduate firms’ survival and growth, sales,
revenues, taxes and export, and employment number or nature (Ramluckan &
Thomas, 2011).

As context and imperatives of the economy must inform the metrics used in
assessment of the economic development contributions of incubation
programmes, the South African context would require a consideration for black
economic empowerment and transformation agenda central to its economic
policy. B-BBEE is central to the economic development imperative of South
Africa, and failure to consider this factor undermines the potential of business
incubation as a strategy for implementing enterprise development and B-BBEE
within the South African economy, and the very reason for the prominence of
incubators. In this research, business incubation performance was measured
against the economic development imperatives of the South African economy.
Lofsten and Lindelof (2001, cited in Vanderstaeten et al., 2012) recognise the
importance of incubator and tenant growth in terms of community-related
impacts, as they stress the consideration of job creation, economic impact and
financial measures and other potential indicators of incubation performance over

a period.

The evaluation approaches that recognise community related impacts and
measure economic development metrics is important; however, this adopts an
approach that gauges the perceptions of incubated firms on the ability of the

provided incubation support services to add value to their businesses.
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2.6.2 Perceived value add of business incubation services

The rationale behind the establishment of incubators is underpinned by efforts to
mitigate the market-failure reality facing small and growing businesses.
Incubators aim to reduce the costs of doing business by offering a diverse set of
services to small and vulnerable businesses (Hackett & Dilts, 2004). The
services provided by incubation programmes range from the mediation regarding
a host of stakeholders, to market access opportunities and technical support
regarding the service or product at the core of the entrepreneurs business
(Rogerson, 2004). Throughout the literature an objective consensus of what
constitutes effective venture incubation is lacking. This study sought to establish
the efficacy of venture incubation drawing on the perceptions that incubatees

have of the incubating organisation.

Attempts have been made to examine the impact and success of business
incubation on incubatees’ entrepreneurial projects (Voisey et al., 2006). Efforts
such as the one by Voisey et al. (2006), identify generic measures of success for
a business incubator based on the experience of incubated firms in Wales.
Alternative studies have ascertained the perceptions of the incubatees on the
incubation process as they evaluate the influence of incubation on the
performance of their ventures (Meru & Struwig, 2011; Xu, 2010). In
understanding the efficacy of business incubation on the development of
SMMEs, this study wanted to understand and investigate the perceptions of

incubated firms across different incubators in South Africa.

The fundamental question of incubation assessment is whether incubation
makes a difference in the survival rates of incubated SMMESs. In answering this
guestion, studies that measure items on business incubation impact, include the
number or rate of start-ups created and the number or rate of new jobs created,
by tabulating simple running counts for each metric over a period. (Hackett &
Dilts, 2004). Due to the nature and limitations of this study, it was restricted to
understanding the perceptions that incubatees had of the incubation experience.
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Incubation may influence various aspects of SMME development together with
the entrepreneurial process and journey undertaken by business owners. The
incubator influences the SMME by providing “strategic input to the business
model, ... modifying or accelerating the entrepreneurial process through the
provision of access to resource providers, learning from peers, access to
customers and markets, and advice on intellectual property rights to improve
value capture etc.” (Dee et al., 2011, p. 6). Evaluating the efficacy of incubation
as a measure of ‘the distance travelled’ by the incubated enterprise, in other
words, the progress made by the SMME because of the incubation intervention,
is of importance in the framework of incubator performance (Voisey et al., 2006).
In drawing from the perceptions entrepreneurs had of the incubation process, the
perceived value-add of a range of incubation services was assessed, to allow an
understanding of the efficacy with which small business incubators were able to
add value to small businesses in South Africa.

2.6.3 The evaluative-centric approach to assessing incubators

An evaluative-centric approach allows participants to rank the efficacy of
incubation giving a perspective on the ability of a range of business incubation
aspects such as training, technology transfer, market assistance, business

advice, mentoring and information.

Meru and Struwig (2011), assesses entrepreneurs’ perception of business-
incubation services in Kenya, and examines any discrepancies between the
entrepreneur’s perceptions of the importance of business-incubation services
and the manner in which they perceive the services to be rendered. In this study,
a similar yet distinct approach to assess a range of rendered business incubation
services was adopted. The study assesses the quality with which incubation
services are offered and the value held for small businesses. This approach
provided a first-hand, insider perspective on the efficacy of the incubation

programme execution.

Incubation programmes should be analysed across the full spectrum of the

incubation services provided. This presents challenges as previous studies have
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utilised ‘generic’ incubator services to analyse the perceived influence on the
development of the SMME. Research methodologies on the subject need to be
based on the literature in as much as being informed by practice. This study
evaluated the value-add of incubation services across the ‘generic’ categories of
business incubation service provision. These services were broadly categorised
into infrastructure support services, business support services, and mediation

services (Grigorian et al., 2012).

2.7 Business incubation support services

The importance of imported expertise and resources in shaping the development
of small businesses remains the central reason why incubation programmes are
attractive to small businesses. Commonly, business incubators provide
knowledge, their networks and relationships, together with resources spanning
from finances to working space. These services often vary from one incubator to
the next, prompting this study to use a generic set of business incubation support
services to measure incubators efficacy. This study assessed the efficacy of the
business incubation services to provide value to the incubated small business,
across a range of business incubation services. This study determined efficacy of
incubation programmes according to the perceived value that the incubated

businesses obtained from the incubator.

Scillitoe and Chakrabarti (2010), draw our attention to the role of the incubator in
providing an array of support services, which include business planning, tax
assistance, personnel recruiting, marketing, management, accounting, general
legal expertise, accessing financial capital, and accessing business contacts
(Scillitoe & Chakrabati, 2010). Spanning the small business incubation domain,
the list of services provided by incubating organisations is potentially lengthy, as
practice differs and is adapted from one incubator to another, one region to the

next.
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This study adopted Grigorian’s et al. (2012) categorisation of business incubation
services, with a focus on infrastructure support services, business support

services and mediation support services provided by business incubators.

2.7.1 Infrastructure support services

Multi-tenant brick and mortar facilities have emerged as a popular business
incubation form, along with a second-generation type of business incubator, one
that does not provide brick and mortar facilities, commonly known as the virtual
incubator (Mian 1996). Both incubator forms have similar objectives, of
enhancing the entrepreneurial performance of small businesses for possible
economic gains. Grigorian et al. (2012), identify the infrastructure support
services provided by business incubators as including the provision of office
space, research and development (R&D) facilities and clerical services. The
operationalisation of infrastructure support services across these three identified
lines of support, are chosen with the understanding that they provide a realistic
account of the services provided by business incubators to address infrastructure

related challenges faced by small businesses.

Providing infrastructure support services marks an important facet for studying
business incubation in the South African context as infrastructure deficiencies
often present obstacles for the development of SMME’s (Rantseli, 2011).
Acquiring appropriate operational space is often a challenge for small
businesses, as the expenses are often beyond their financial means (Rogerson,
2004; Mian, 1997). In response to this challenge, incubating facilities and co-
creation spaces (sometimes called hubs) have increased in popularity in South
Africa. In this study, the role played by incubation programmes in providing
infrastructure support to SMME’s and the efficacy with which these categories of

services are provided, were assessed.
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2.7.2 Business support services

Grigorian et al. (2012) list services within this category to include the provision of
assistance to SMMEs with leadership training and coaching, business-plan
development, innovative problem solving, project management, financial
management, legal matters, marketing management, and the management of
human resources. This category of incubation support services may be
described as the backbone of the incubation process as key advice and
mentorship together with decision-making support is provided to the SMME in an
interactive manner, to ensure the business development of the SMME is
appropriate, efficient and suitable at all times.

The rationale behind the provision of services within this category is that one
person with limited knowledge and ability can leverage support from a capable
team of founders who often lead the businesses in the earlier stages of its life
cycle. As a result, the business incubator is then available to give valuable
support to the entrepreneur in terms of key functions within the business, ranging
from legal matters to a range of other management functions. In this study the
perceptions that incubated small businesses had of the incubating organisation
are gauged. The incubator is expected to add value across the business
incubation services of “leadership training and coaching, business-plan
development, innovative problem solving, project management, financial
management, legal matters, marketing management, and the management of

human resources” (Griogian et al., 2012, p. 2).

2.7.3 Mediation support services

Smilor and Gill (1986, cited in Cornelius & Bhabra-Remedios, 2003) define
business incubation as a place that is characterised by the maintenance and
controlled conditions for the development of an SMME. Market failure, is often a
consequence of the unpredictability and challenges faced by small businesses in
the open market (Patton, Marlowe & Hammon, 2000). The ability of the
incubating organisation to mediate the relationships and interactions that small

32



businesses have with the key stakeholders in the market effectively is central to

the development and sustainability of small businesses.

In this light, the incubator may be understood as a meditating agent between the
SMME and the harsh realities that create the possibility of market failure. The
mediation provided by the business incubator includes dimensions of an SMME's
interaction with partners, customers, suppliers, employees, researchers, and
financiers and investors (Grigorian et al., 2012). In effect, the incubator serves as
a mediator between the SMME and the environment within which it is vulnerable,

seeking to mitigate the possibility of market failure.

The assumption is that business incubators take on a paternalistic role in the
provision of support to small business, often being called on to provide support in
terms of mediating a range of relationships and conditions the small business

has or would like to have within their environments.

2.8 Measuring incubation as a tool for B-BBEE

Small business incubators, interact with small businesses through the incubation
support services provided. That interaction and its ability to add value to the
development of the incubated small business was assessed along with the
efficacy with which business incubation support services were able to contribute
to the achievement B-BBEE objectives. The efficacy of small business incubation

across all three service aspects were evaluated in this study.

First, the administration of small business incubation programmes was
considered by comparing the effectiveness of privately administered incubation
programmes with publicly administered incubation programmes. This comparison
provided an understanding of the government’s most effective role, whether it be
a catalytic role or an administrative one. Second, the study concerned itself with
the influence of a B-BBEE informed incubation programme on transformation
objectives regarding race and gender as espoused by the B-BBEE framework.
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2.9 Deriving value from business incubation support services

Through the provision of the above listed services, small businesses expect to
derive value through the business incubation interactions. The premise of
business incubation is that they reduce the transaction costs of conducting
business while enhancing the development and performance of small
businesses. Much of the claimed success of incubators leverages on
entrepreneurial agency, whereas others see incubation as a driver, enhancing
the entrepreneurial agency and talent (Sehitoglu & Ozdemir, 2013). Fundamental
to the assessment of incubation programmes is the need to understand the
nature of the interaction between the incubation programme, the entrepreneur,

and the incubated enterprise.

Incubation by its very nature is premised on the notion that, new and small
ventures do not always have the necessary requirements for business success,
therefore the provision of services by incubators, ensures positive venture
performance by incubators. Business development interventions experienced by
SMMEs seeks to provide some of the resources and linkages to other resources
via networking with various sources beyond the incubator. The competing
perspective would argue that incubations provide expertise and resources to
small businesses that have the capacity to mobilise the resources outside of the
incubation programme. Certain perspectives would claim that incubation success
is not a result of incubation programmes adding tangible or intangible value to
small businesses, but rather a result of superior selection (Sehitoglu & Ozdemir,
2013).

Therefore, the efficacy of incubation needs to be assessed to ascertain whether
the incubation intervention genuinely accelerates the development of the
incubated small business or if that business’ success was inevitable regardless

of the affiliation with the incubation programme.
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2.9.1 Private and public administration of incubators

In South Africa, most enterprise development theorists and practitioners have
grappled with the question of whether small business incubation administration is
a viable role for government or if this responsibility should be left to private

organisations.

With the promulgation of the DTI’s incubator support programme, launched in
2012, the South African government provides cost-sharing grants to
organisations looking to set up incubators (DTI, 2012). This is on the backdrop of
the 2011, Small Business Review that was conducted by the DTI, which
recommended the establishment of a programme for rolling out more incubators,
while creating incentives for other actors to begin incubating small businesses
(DTI, 2012). The Global Entrepreneurship Monitor (GEM) report suggests that
government should stop trying to run incubators itself, as a study revealed that
on average, state run incubators created less than one job per annum (Turton &
Herrington, 2012).

State support for incubation is premised on the model of business development
that focuses on the role of small businesses in the job creation process (Allen &
Weinberg, 1988). According to the GEM report, the state may promote business
incubation, but has the option of following either one of two approaches in its
efforts. The state may take on either a catalytic approach or a management
approach. A catalytic approach would see the state playing the role of an
information broker, creating incentives for local action by providing partial
financial resources as opposed to a management role where the state is involved
in operating the business incubator. (Allen & Weinberg, 1988; Turton &
Herrington, 2012).

In the South African context, the private sector has increasingly played an
important role in the development of enterprises through the provision of
business incubation services, with varying results. In this study, the ability of
business incubators, administered through public resources, to add value to

small business, according to perceptions of entrepreneurs was assessed.
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Comparisons to the perceived abilities of privately administered incubators to
add value to small business were made. Hence, in light of the suggestion that
government should shy away from operating business incubators the perceived
value add of privately administered and financed business incubators, versus the
perceived value add of publicly administered and funded business incubators
was investigated (Turton & Herrington, 2012).

The first hypothesis responds to the question of whether business incubation
should be a private or public affair, based on the ability of the two different
typologies to add value to their respective incubated small businesses (Allen &
Weinberg, 1988; Turton & Herrington, 2012). Based on suggestions in literature,
that business incubation is best suited as a private affair, this study sought to

assess the validity of this suggestion.

Hypothesis 1: The perceived value-add of business incubation services to
small businesses is greater for private programmes in

comparison to public programmes.

Hypothesis 1a: The perceived value-add of infrastructure support services is
greater for private programmes in comparison to public

programmes

Hypothesis 1b: The perceived value-add of management support services is
greater for private programmes in comparison to public

programmes

Hypothesis 1c: The perceived value-add of mediation support services is
greater for private programmes in comparison to public

programmes
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2.9.2 Racialising the selection criteria of incubation

South Africa’s economic framework is largely informed by the state’s
transformation strategy, B-BBEE (Jack & Harris, 2007; Sanchez, 2006). It is
argued that a positive interaction between the small business and the B-BBEE
frameworks of the country can contribute to the empowerment of black
entrepreneurs and businesses leading to the much-desired socio-economic
transformation of the economy, with black-owned small businesses as engines
for economic growth and transformation (DTI, 2012; Sanchez, 2006). There
remains a question as to whether the SMME framework, which has encouraged
the development of small business incubators across the country, is geared to
support the widest range of small businesses, or whether elements of the B-
BBEE strategy could potentially obstruct or aid the process of widely developing
SMMEs across the board. The implications of the empowerment and
transformational agenda of the South African enterprise development landscape
and the possibilities of achieving broader enterprise and economic development
agendas was the focus of this study. In addition, the implications that these
interventions hold for businesses that are not black-owned, participating or

seeking to participate in business incubation programmes was uncovered.

With the introduction of the first race-conscious remedies in the 1960s in the
United States, there have been outcries from both minority and non-minority
constituencies against the exclusionary effects of race-based affirmative action
programmes (Ramirez, 1995). This is based on the argument that race-based
affirmative programmes place racial groups in a struggle to receive benefits
(Ramirez, 1995). With the African National Congress (ANC) clearly embarking on
a path that saw its commitment to altering the racial patterns characterising the
economy, there is at least within policy, extra attention given to the development
of black-owned business (Jack & Harris, 2007; Ayra & Bassi; 2011).

This study investigated whether this race-based enterprise development
landscape has necessarily pitted racial groups in a struggle to receive benefits.
This study asks whether minority, white owned businesses have been able to

derive relatively the same level of value from incubators as compared to their
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black counterparts. This study assessed Sanchez's (2006) notion of the
exclusionary effects of affirmative action initiatives, and assessed the manner in
which these have manifested themselves. With any effort geared towards the
realisation of B-BBEE, comes a need for an understanding and explanation of
the implications for different demographic groupings. B-BBEE legislation in its
very essence seeks to address the needs of a particular section of the
population, the black population of South Africa. The deliberate nature with which
B-BBEE initiatives seek benefit for the black population, needs to be understood
together with the implications for non-black segments of South Africa’s
population. Incubation is understood as a tool for realising B-BBEE; this
understanding needs to extend to the implications the black empowerment
agenda has for the practice of incubation in South Africa. Furthermore, the
implications for the non-black segment of the population in terms of the potential
value add of small business incubation. In terms of the efforts being put towards
the incubation of small businesses, how the B-BBEE agenda that underpins it,

disadvantages non-black-owned businesses.

2.9.3 Empowering female-owned businesses

In literature and public opinion, there is consensus that female-owned
businesses lag behind male-owned businesses (Green, Hart, Gatewood, Brush,
& Carter, 2003). Carter (2000) argues that gender differences are apparent in a
range of business aspects, between male and female entrepreneurial
experiences. Carter (2000) identifies aspects in which these differences manifest
themselves. First, there are differences in the level of constraints to accessing
resources, in particular financial resources required for developing the business
(Carter, 2000). Second, the ability to access networks and manoeuvre within
these networks, and third, differences between male and female entrepreneurial
experiences are apparent when one studies the performance of the respective

businesses (Carter, 2000).

The importance of women as a largely untapped pool of entrepreneurs has long

been recognised within the economic policy of South Africa (IFC, 2006). The
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impetus to nurture women in business originates from the understanding that
women entrepreneurs face particular constraints especially at the start-up phase
with the constraints diminishing once trading commences (IFC: 2006 ; Carter,
2000).

Various sources in literature have made suggestions that there exists profound
differences in the experiences of women and men business ownership and
management, with these differences manifesting themselves in the difference in
performance between genders, as female-owned firms are often out performed
by their male counterparts (Green et al., 2003). In this study, the gender related
differences in the perceived value add of business incubation support was

examined.

Due to concerted efforts in the political landscape and the emphasis placed on
supporting women entrepreneurs, it was hypothesised that the perceived value
add of business incubation support is higher for female-owned businesses than it

is for their male counterparts.

Hypothesis 2: The perceived value-add of business incubation services are
greater for female-owned businesses compared with male-

owned businesses.

Hypothesis 2a: The perceived value-add of infrastructure support services
are greater for female-owned businesses compared with

male-owned businesses.

Hypothesis 2b: The perceived value-add of management support services
are greater for female-owned businesses compared with

male-owned businesses.

Hypothesis 2c: The perceived value-add of mediation support services is
greater for female-owned businesses compared with male-

owned businesses.
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2.10 Conclusion of literature review

This literature review considered peer-reviewed publications and research to
provide direction and guidance to the study. Based on a review of the literature,
this study adopted an approach to understanding and evaluating business
incubation in the South African context. Through an assessment of the
perceptions that entrepreneurs have of the business incubators ability to add
value to their respective business, this study was able to draw conclusions on the

efficacy of small business incubation.

Through the provision of a range of services, incubation programmes seek to link
entrepreneurial potential, networks and resources in order to enhance the
development of small businesses, and thus promote economic development
(Hackett & Dilts, 2004). Hence, the interaction between the incubating
organisation and the incubator is central to this study, as it assessed the efficacy
with which the incubator is able to provide services to the affiliated small

business.

Attempts at measuring the impact or efficacy of incubation programmes are as
challenging as they are important. Measuring the performance of these SMME
incubation programmes is critical in that it could give researchers and policy
makers an indication of the effectiveness with which private and public resources
are being deployed in the name of enterprise development. Comprehensive and
appropriate measurement is challenging in that the data required is often difficult

to obtain or record.

In as much as this study acknowledged the need for a comprehensive
assessment of the efficacy of SMME incubation, the nature of the study did not
permit for one due to the constraints and limitations of the research. This study
evaluated the efficacy of SMME incubation from a perceptual perspective and
assessed the efficacy with which incubation support services were perceived to
influence the development of the incubated small business, the entrepreneur and
contribute to the overall success of the business. However, it is of critical

importance that this study be seen as a snapshot, at a particular point, providing
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an opportunity for scholars and practitioners to reflect on the delivery of services
and offering guidance to a potential way forward, in terms of business incubation

service provision.

Dubbed “the most potent economic development tool to be introduced” (Smilor &
Gill, 1986, p. 146), business incubation has generated a great deal of
enthusiasm, together with resources and it was the intention of this study to
assess the efficacy of SMME incubation as a strategy for achieving the
objectives of economic transformation and enterprise development. The study
sought to understand interactions between incubator and incubated firm,
according to their ability to facilitate support for small business in terms of their
infrastructure, business development and mediation support needs and broadly
contributing to the B-BBEE objectives (Scillitoe & Chakrabarti, 2010).

The following chapter provides a detailed explanation of the methodology
adopted in addressing the main research problem of the study. Subsequent to an
outlined of the research methodology, the statistical methods used to gather data

is explained.
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CHAPTER 3: RESEARCH METHODOLOGY

3.1 Introduction

This study sought to assess the perceived value that small business incubation
programmes can add to entrepreneurs and the businesses they operate. Peer-
reviewed literature and studies by others scholars were consulted, informing the
research problems of the study and the formulation of testable hypotheses.

This study was empirical in nature, designed to address the main problem
identified in this research, which is concerned with understanding the efficacy of

small business incubation in fostering a South African enterprise development.

Rooted in the positivist paradigm, the quantitative study included the discovery
and verification of the findings and knowledge, through direct observations and
measurements of the incubation phenomenon in South Africa (Bryman, 2010).
Bryman (2012) defines positivism as “an epistemological position that advocates
the application of the methods of the natural sciences to the study of social
reality” (p. 28). In the study, the purpose of theory and the literature review was
to generate testable hypotheses, allowing knowledge accumulation through an

objective gathering of facts (Bryman, 2012).

The study was cross-sectional in nature, utilising quantitative techniques in
observing the data collected from research participants, at a particular point in
time. The cross-sectional approach enabled the description of the reality of small
business incubation programmes as they are presently, but limited inferences
about the reality neither of incubation services in the future, nor at particular
points in times in the past. The study is known as cross-sectional because the
information about the studied phenomenon represents what is happening at only

a particular point in time (Olsen & George, 2004).

In addressing the second sub-problem, this study adopted a similar approach to
that applied by Meru and Struwig (2011) in evaluating entrepreneur’s perceptions
of business-incubation services in Kenya. Meru and Struwig’s (2011) business-
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incubation services measure perceptions by recording responses to 27 items,
based on a Likert scale, where the respondents’ opinion is sought on the
influence of each incubation service ranging from very important to not
applicable. Other studies focused on frameworks that measure the satisfaction of
tenants with incubator services. Abduh et al. (2007) investigates the satisfaction
or dissatisfaction of tenants with incubation services in terms of the mean
difference between the importance of the identified business services and the
perceived effectiveness of the incubation programme to provide the incubation

service.

Studying the perceived value of business incubation to start-ups in China, Xu
(2010) adopts a similar framework to that employed by Abduh et al. (2007) where
the effectiveness and the perceived value of business incubators are studied. In
this study the perceived value-add of business incubation using an instrument
with 19 items, based on a five-point Likert scale, where SMMEs were asked to
assess the level with which a range of business incubation support services add
value to the development of their enterprise. Grigorian and Harms (2010)
categorise the most common business incubation services under three
theoretically conceived dimensions. These dimensions comprise infrastructure
support services, business support services, and network mediation services.
Xu’s (2010) choice of focusing on the selected lines of incubation support
services by Grigorian et al. (2012) was based purely on literature and an
evaluation by an expert panel’s opinions on each service’s relevancy, and their

suggestions for inclusion or exclusion of items.

Grigorian et al. (2012) do not empirically test the dimensionality of the business
incubation services, leaving room for this study to establish the factors of
business incubation services. The theoretically conceived dimensions of
business incubation services by Grigorian et al. (2012) comprises infrastructure
support services (office space, R&D facilities, and clerical services), business
support services (leadership training and coaching, business-plan development,
innovative problem solving techniques, project management, financial

management, legal matters, marketing management, and strategic
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management); and mediation support services (partners, customers, suppliers,
and employees). In this study, no a priori assumptions about the relationships
between the factors were made. A principal factor analysis was performed to
establish the least number of factors, which account for the common variance
between a set of variables. Suhr (1999) defines a principal component analysis
as a variable reduction technique, used when variables are highly correlated.
This exercise sought to reduce the number of observed variables to a smaller
number of principle components. These components effectively account for the

variance of the observed variables (Suhr, 1999).

To understand the dynamics associated with the interactions between incubation
programmes and the incubated small firm, the study empirically tested the
perceived value add of the established factors and made conclusions on the

efficacy with which business incubation services are provided to SMME's.

The design adopted was outlined in order to address the main research problem
and the sub-problems. In the section that follows, the study type and design
adopted to address the research problems and hypotheses together with an

explanation of the data collection methods is defined.

3.2 Research design

A guantitative approach often is the preferred approach in the study of incubation
programmes. Mian (1997) adopts a quantitative approach as he focuses on
studying the effectiveness of technology business incubators. Other studies have
included perceptual studies that have focused on understanding the value add of

business incubation services (Meru & Struwig, 2011; Xu, 2010).

Rooted in the positivist paradigm, the study included the discovery and
verification of the findings and knowledge, through direct observations and
measurements of the incubation phenomenon in South Africa. Bryman (2012)
defines positivism as “an epistemological position that advocates the application
of the methods of the natural sciences to the study of social reality” (p. 28). In the

study, the purpose of theory and the literature review was to generate testable
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hypotheses, therefore arriving at knowledge through an objective gathering of
facts (Bryman, 2012).

In line with the primary objective of the study that sought to quantify the value
added contributions of business incubation services, the cross sectional study
made use of primary data in understanding the efficacy with which business
incubation has been employed as an enterprise development and B-BBEE

strategy in the South Africa.

3.3 Population and sample

3.3.1 Population

This study relied on both a purposive and convenience sample; subjects
(incubators and incubated firms) that were available to participate in the study
were approached. In purposive sampling, samples are chosen based on their
accessibility (Buglear, 2005). Buglear (2005) argues that purposive sampling
should not be used for estimating population parameters as it lacks statistical
validity. Due to the unregulated nature of the industry and practice, the specific
number of incubators and incubated small businesses was unknown, therefore
there was no control over the representativeness of the sample to the broader
population of business incubation, and incubated small businesses. The
purposive sample was carried out in a non-representative manner with the
objective of serving a very specific need of the study. The study was purposive
because it deliberately sought to obtain responses that allowed for the

meaningful testing of the formulated hypotheses.

To enhance limited generalisability inherent in the purposive approach adopted
in the study, the sample of incubation programmes was selected in such a way
that the differences among the business incubation programmes brought out the
salient features of incubation practice in South Africa. These differences included
seeking incubated business within private and publicly administered

programmes, a mix of black-owned and non-black-owned incubated firms, and
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incubated firms that are managed and operated by women and men. This mix of
business incubation was deliberately chosen considering the hypotheses derived

from literature and addressing the problems that inform this study.

3.3.2 Sample and sampling method

Purposive sampling is defined as a non-probability sampling technique where
subjects are selected because of their convenient accessibility to the researcher
(Castillo, 2009). In purposive sampling a specific group is targeted, and
responses obtained from that particular group have the specific intent of
addressing the objectives of the study (Teddlie & Yu, 2007).

The study is cognisant of the exclusion of a considerable portion of the business
incubation population, both incubator and incubated firm. Therefore, this
purposive sample may provide limited generalisability about the efficacy of small

business incubation programmes in South Africa and across different sectors.

3.4 Theresearch instrument

The instrument was understood as the measurement devices that gauged the
perceived value-add of business incubation services. The research instrument
employed in this study consisted of a questionnaire that was completed by the

research subjects, the incubated small businesses.

The items chosen to evaluate the efficacy of business incubation were informed
by previous studies, specifically Grigorian et al. (2010). These items were
selected based on their relevance and prominence in incubation practice in
Armenia and their applicability to understanding and measuring the efficacy of

incubation in the South African incubation landscape.

The questionnaire adopted in this research asked business owners of incubated
firms to rate the level of value they had obtained regarding each of the business
incubation services identified by Grigorian et al. (2010). Incubated firms rated the
ability of the incubating organisation to add value across the different incubation
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services provided based on a five-point Likert scale ranging from no value at all,

to very large value.

The instrument was also used to establish control variables, which are variables
that are unchanged or remain the same throughout the study. These included
the need to establish whether the incubated firm was a black-owned business or
not, whether the business would be classified as a female-owned enterprise or
not, and to determine whether the responding firm is affiliated to a privately or

publicly administered incubation program.

3.5 Procedure for data collection

Together with an online questionnaire, printed questionnaires were administered
to different incubators within the identified convenience sample of incubators.
Individuals completed the self-administered questionnaire upon receiving it. Due
to the difficulty of obtaining data from incubation programmes, the combination of

techniques were adopted.

Data analysis usually involves the reduction of accumulated data to a
manageable size, developing summaries, looking for patterns and applying
statistical techniques. This study sought to derive various functions and
relationships among the variables that comprised business incubation support

services.

The existence of variability among the identified business incubation support
services was tested as this could potentially lower the number of unobserved
variables of business incubation, hereafter to be identified as factors. The
theoretically conceived dimensions of business incubation needed to be
statistically measured, to determine the dimensionality and factors as no

previous studies were found that had done so.

In order to test the hypotheses that underpin this inquiry, statistical hypothesis
tests in which comparisons were made of the mean scores between unrelated

groups on the same variable, were utilised. In order to test Hypothesis 1 the
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mean scores of the perceived value add of incubation services by firms that had
received incubation support from private incubation programmes were compared
with the mean scores of by businesses that had received support from public
incubation programmes. An independent t-test was required for testing this
hypothesis. When considering tests designed to assess differences between two
population means, in this case the perceived value add of incubation services for
businesses in private incubation programs as opposed to businesses in public
incubation programs, Buglear (2005) argues that it is better to use an
independent samples test. The null hypothesis used in comparing these
population means was based on the difference between the means of the two

populations (Buglear, 2005).

Independent sample tests were used to study Hypothesis 3, testing the
perceived value-add of business incubation services for female-owned

businesses compared with male-owned businesses.

In order to conduct these tests, the collected quantitative data was analysed and

interpreted using the IBM Statistical Package for Social Sciences (SPSS 21).

Prior to using SPSS, the data collected from the completed questionnaire was
captured into an Excel spreadsheet and cleaned. The process of cleaning data
included the examination for consistency in responses and the removal of data
that did not meet the criteria or assist the research in addressing the problem

concerned (Hellerstein, 2008).

Perceptions of the efficacy of incubation and the services provided were
deduced from the computed variables. The frequency or number of times a
certain answer emerged in the response data was used to determine the mean
observation of a response. An examination of the averages and distribution of
responses enabled conclusions to be made regarding the efficacy of the

incubation.
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3.6 Validity and reliability of research design

One of the main critiques of incubators is the tendency to over report the
successes and under report failure (Hackett & Dilts, 2004) within the incubation
programme and the incubated small businesses. Perceptual studies also present
challenges in studying the efficacy with which incubated firms have received
incubation services, as perceptions may be heavily subjective, failing to provide

an accurate picture of the incubation programme’s value-add.

As the validity of a study refers to the degree to which a study answers the
question it was intended to, the validity of this study can be compromised or
enhanced by the nature of the study (Gravetter & Forzano, 2012). In other
words, assessing the efficacy of incubation is limited to the perceptions of the

incubated small businesses.

For successful collection of appropriate data for a quantitative survey, it was
important to test the questionnaire before using it to collect data for the final
study. Pre-testing and piloting helped identify questions that had been formulated
in a manner that did not make sense to participants and questions that did not
provide the required responses for analysis. The pre-testing of the questionnaire

was administered online.

Fourteen respondents answered the online pilot questionnaire over a period of
two weeks and these respondents were omitted from the distribution of the final
survey. Effectively the pilot was conducted on a group that did not participate in

the final research.

Subsequent to receiving the pilot responses, revisions were made to the
questionnaire, which included changes to the phrasing of some question, and the

elimination of questions deemed irrelevant to the study.

3.6.1 External validity

Gravetter and Forzano (2012) define external validity as the extent to which the

results of the study may be generalised to other settings and times. The nature
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of this research allowed generalisation on the efficacy of incubation using non-
probability sampling criteria and allowed the identification of the key factors to
ensure successful incubation across contexts and sectors of business incubation
practice. The relationships found on the non-probability sample may not
necessarily be generalised to the broader incubation population nor may they be
generalised to other contexts.

3.6.2 Construct validity

Construct validity is concerned with the extent to which measures used for a
particular test, measure what they claim to be measuring. Construct validity is
essential to the perceived validity of the test being conducted.

3.6.3 Internal validity

This is understood to be the degree to which measurement represents
characteristics that exist in the phenomena under investigation (Malhotra & Briks,
2007). In any study of incubation, there are threats to the internal validity of the
study such as exogenous factors, which effectively include events and

experiences to the business, beyond the control of the incubating organisation.

3.6.4 Reliability

By using only recognised journals and scientific peer-reviewed studies and
journals as reference, the impact of any potentially ambiguous or poorly
constructed scales measurement techniques and procedures was limited
Applying a properly constructed research instruments assisted in making the
research replicable, ensuring the reliability of the scale and study. The study also

relied on the candid responses in the self-administered questionnaire.

In establishing the reliability of the scale and the components extracted, the
Cronbach alpha for each extracted component was tested. The Cronbach alphas

are outlined in Chapter 4.
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3.7 Limitations of the study

Due to the challenges facing the population and convenience sampling, there are
limitations on the generalisability of the findings of this study. The population
selected is not necessarily representative of the general population of incubators
and incubated businesses in South Africa.

Literature on small business incubation suggests that there is a need for future
research to conduct comparisons across different types of incubation
programmes that include, profit, not for profit, industry specific and female-
focused incubation programmes. The inability of this research to fulfil such
comparisons may be regarded as a limitation to the study. Scaramuzzi (2002)
put forward a recommendation that incubator evaluations in developing countries
should preferably be pursued by integrating layers of information, which look at
the performance of both the incubator itself and of the companies that are
incubated in it. This study does not engage with enough depth to analyse the
performance of the incubator itself as an organisation that needs to sustain itself.
This study focused on the efficacy with which incubation support services are
provided to small businesses and the efficacy with which incubation has been

adopted as an economic development tool.

3.8 Ethics

In this study, the interests and rights of anyone affected by the study were
safeguarded. For the purposes of the study, the informed consent of the subjects
was obtained. Annexures A and B contain documents, which inform the

respondents of their confidentiality.

The confidentiality of the incubation programmes that the incubated firms are
affiliated to had to be maintained, hence no incubation programmes are

mentioned, but rather their typology (private or public is noted).
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3.9 Conclusion

In conducting this assessment of the efficacy of business incubation as a
strategy for the realisation of B-BBEE as a strategy, a structured research design
enabling the comprehensive address of the main research problem together with
the sub-problems was adopted.

Quantitative research design and methodologies were implemented in this study
and a purposive sampling technique used to gather responses to the research

instrument.

In the following chapter, the results of the statistical tests are presented, prior to

a discussion on the findings of the study.
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CHAPTER 4: PRESENTATION OF RESULTS

4.1 Introduction

This chapter presents the outcomes of the study with the use of tables and
graphs. The first section presents the demographic profile of the responding
small businesses and a brief profile of the types of business incubation
programmes that the small businesses had been through or were presently
affiliated with. The next section presents the results pertaining to the principal
factor analysis conducted, and the hypotheses tests conducted on the derived
factors of small business incubation service provision. The final section presents
the results of Hypotheses 1 and 2, which assessed the efficacy of small business

incubation programmes in South Africa.

4.2 Demographic profile of respondents

Demographic information of the respondents together with the incubator

characteristics are presented in this section.

A total of 659 research questionnaires were sent out through a database of
emails from various incubation programmes, 54 were returned, with 44 of those
identified as useful. The usefulness of the responses was based on the whether
the questionnaire was complete or not. Incubators and entrepreneurs were
approached with hard-copies of the questionnaire, and a total of five valid
responses were collected. In total, 49 responses were collected, with the

response rate at 7.44 percent.

The study surveyed a total of n = 49 incubated firms across a range of incubation
programs. In order to answer the hypotheses the study needed to understand
the breakdown and type of incubation programmes under consideration. The
respondents indicated whether they were affiliated to either a private or a public
incubation programme. A total 98 percent (n = 48) of the surveyed population

responded to this question. The majority, nearly 88 percent of the respondents (n
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= 43) were affiliated to a publicly administered incubator with 10.2 percent of the
respondents (n = 5) being affiliated to a private incubator. Two percent of the

surveyed population did not respond to the question (n = 1).

Table 1: Incubatees affiliated to either public or private incubation

programmes
Frequency Percent Valid Percent Cumulative
Percent

Public 43 87.8 89.6 89.6
Valid Private 5 10.2 104 100.0

Total 48 98.0 100.0
Missing System 1 2.0
Total 49 100.0

With regard to the demographic profile of the respondents, this study sought to
understand the black economic empowerment profile of the respondents. The
black economic empowerment characteristics explored in this study were
whether the responding businesses were black-owned businesses or female-

owned businesses.

With regard to the racial composition of the ownership, 98 percent of the
surveyed population responded to this question, (n = 48). 95.9 percent of the
responding businesses were black-owned (n = 47), only two percent of the
respondents (n = 1) represented white owned incubated businesses, while the

remaining two percent (n = 1) did not respond.
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Table 2: Racial profile of responding incubated firms

Frequency | Percent | Valid Percent{ Cumulative Percent
Black-owned 47 95.9 97.9 97.9
Valid Non-Black-owned 1 2.0 2.1 100.0
Total 48 98.0 100.0
Missing | System 1 2.0
Total 49 100.0

With regard to the women ownership aspect of empowerment, 44.9 percent (n =

22) of the respondents were female-owned enterprises with 49 percent (n = 24),

being male owned businesses, 6.1 percent of the surveyed population, (n = 3),

did not respond to the question.

Table 3: Gender profile of responding incubated firms

Frequency | Percent | Valid Percent: Cumulative Percent
Female-owned 22 44.9 47.8 47.8
Valid Male Owned 24 49.0 52.2 100.0
Total 46 93.9 100.0
Missing | System 3 6.1
Total 49 100.0

4 3 Descriptive statistics

Table 4 comprises the descriptive statistics.
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Table 4: Descriptive statistics

No Value at all Little Value Average Value Large Value Very Large Value
Count Row N % Count Row N % Count Row N % Count Row N % Count Row N %
Office Space 14.9% 17.0% 12 25.5% 8 17.0% 12 25.5%
R &amp; D Facilities 16.3% 20.9% 8 18.6% 10 23.3% 9 20.9%
Clerical Facilities 13 28.3% 11 23.9% 17.4% 6 13.0% 17.4%
Leadership Training
) 5 11.1% 4 8.9% 9 20.0% 12 26.7% 15 33.3%
and Coaching
Business-plan
6 12.8% 3 6.4% 6 12.8% 17 36.2% 15 31.9%
development
Innovative Problem
. _ 9 18.8% 9 18.8% 11 22.9% 9 18.8% 10 20.8%
Solving Techniques
Project Management 11 23.4% 10 21.3% 9 19.1% 12 25.5% 5 10.6%
Financial
5 10.9% 9 19.6% 9 19.6% 16 34.8% 7 15.2%
Management
Legal matters 9 19.1% 4 8.5% 15 31.9% 10 21.3% 9 19.1%
Marketing
7 15.2% 4 8.7% 13 28.3% 15 32.6% 7 15.2%
Management
HR Management 10 21.3% 4 8.5% 20 42.6% 8 17.0% 5 10.6%
Strategic
7 14.9% 4 8.5% 16 34.0% 10 21.3% 10 21.3%
Management
Mediation regarding
15 31.9% 9 19.1% 11 23.4% 10 21.3% 2 4.3%
Partners
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No Value at all Little Value Average Value Large Value Very Large Value
Count Row N % Count Row N % Count Row N % Count Row N % Count Row N %
Mediation regarding
16 34.0% 8 17.0% 10 21.3% 12 25.5% 1 2.1%
Customers
Mediation regarding
. 14 30.4% 7 15.2% 13 28.3% 12 26.1% 0 0.0%
Suppliers
Mediation regarding
18 40.9% 13 29.5% 8 18.2% 3 6.8% 2 4.5%
Employees
Mediation regarding
University 15 36.6% 9 22.0% 6 14.6% 8 19.5% 3 7.3%
Researchers
Mediation regarding
) _ 16 39.0% 8 19.5% 9 22.0% 7 17.1% 1 2.4%
Financiers
Mediation regarding
o 13 31.0% 10 23.8% 6 14.3% 11 26.2% 2 4.8%
equity investors




The measurement aspect of the scale examines the descriptive and exploratory
statistics of the constructs in the study. This section makes use of both
dependent and independent variables to understand the reliability and

measurement validity.

Table 5: KMO and Bartlett’s test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .659
Approx. Chi-Square 575.588
Bartlett's Test of Sphericity df 171
Sig. .000

The KMO value of 0.659 is reasonable to conduct a factor analysis. The p-value
of Bartlett's test (.000), which is below 0.05, is significant, indicating the

correlations structure is significantly strong enough to perform a factor analysis.

In Table 6, the communalities indicate the extent to which an individual item
correlates with the other items. As the value is 1 for all items, it means that it

correlates highly with the other items.

Table 6: Communalities

Initial Extraction
Office space 1.000 .349
R & D facilities 1.000 AT7
Clerical facilities 1.000 .393
Leadership training and coaching 1.000 .523
Business-plan development 1.000 .612
Innovative problem solving techniques 1.000 .748
Project management 1.000 .627
Financial management 1.000 .604
Legal matters 1.000 721
Marketing management 1.000 .807
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Initial Extraction

HR management 1.000 .855

------ Strategic management 1.000 .688
Mediation regarding partners 1.000 .642

Mediation regarding customers 1.000 .651

Mediation regarding suppliers 1.000 .829

Mediation regarding employees 1.000 .529

Mediation regarding university researchers 1.000 .600

Mediation regarding financiers 1.000 .667

Mediation regarding equity investors 1.000 .750

Note: Extraction Method: Principal Component Analysis

The components extracted from the factor analysis are then used conduct

independent samples t-tests to tests the hypothesis as set out by the research.

Table 7: Extracted factors

N Extraction Sums of Squared Rotation Sums of Squared
Initial Eigenvalues , ,
Com- Loadings Loadings
ponent % of i Cumulative % of | Cumulative % of Cumulative
Total i Total i Total i
Variance % Variance % Variance %
1 10.261 { 54.004 | 54.004 :10.261; 54.004 i 54.004 {5.327 i 28.037 { 28.037
2 1.809 { 9.521 63.525 | 1.809 | 9.521 | 63.525 {5.225: 27.502 | 55.539
3 1.486 | 7.821 71.347 | 1.486 i 7.821 | 71.347 :3.003: 15.808 | 71.347
4 .982 5.168 76.515
5 714 3.757 80.271
6 .636 3.347 | 83.618
7 .595 3.132 | 86.750
8 492 2591 | 89.341
9 428 2.253 91.594
10 .408 2.145 93.739
11 .360 1.897 95.636
12 .256 1.347 96.983
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Initial Eigenvalues

Extraction Sums of Squared

Rotation Sums of Squared

Com- Loadings Loadings
ponent % of | Cumulative % of | Cumulative % of Cumulative
Total ) Total ) Total )
Variance % Variance % Variance %
13 179 941 97.924
14 .146 g71 98.695
15 .104 .545 99.240
16 .073 .386 99.626
17 .044 234 99.859
18 .017 .087 99.947
19 .010 .053 100.000
Note: Extraction Method: Principal Component Analysis

Principal component analysis extracted three factors

Considering the different criteria, the decision was made to extract three factors.

The cumulative percentage explained by the factors is 71.4 percent.

Eigenvalue

129

109

8-

4

2

T T T T I T I T T T T T
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Component Number

Figure 1: Scree plot
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Table 8: d-component matrix

Component
1 2 3

Strategic management .837
HR management .804
Marketing management .766
Legal matters .759
Business-plan development 723
Financial management .686
Leadership training and coaching .656
Mediation regarding partners .612
Mediation regarding university researchers .835
Mediation regarding financiers .803
Mediation regarding suppliers .795
Mediation regarding equity investors 770
Innovative problem solving techniques .703
Mediation regarding customers .620
Mediation regarding employees .609
Clerical facilities .895
Office space .707
R&D facilities 451 .594
Project management 469 454 476

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization. Rotation converged in 6 iterations

This study sought to account for as much of the covariance in the collected data
with as few factors as possible. In Table 8 a loading of 0.40 was considered
meaningful. Loadings that were < 0.40 were deleted, as they were not
considered meaningful to the study.
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In determining the number of factors, the cumulative percentages, at 71.35
percent, were assessed. The Kaiser Guttman rule was applied, recognising the

Eigen values > 1. Three significant declines in the scree plot were observed.

Table 8 and Figure 1 show the factor loadings for the three extracted constructs,
which form the dimensions in the study going forward. The three extracted

factors are infrastructure, management, and mediation.

The first component, infrastructure, comprises office space, R&D facilities,
clerical facilities and project management. The second component:
management, comprises strategic management, HR management, marketing
management, legal matters, business-plan development, financial management,
leadership training and coaching, mediation regarding partners. The third
component, mediation comprises a range of mediation regarding financiers,
University researchers, suppliers, equity investors, customers and employees as

well as innovative problem-solving techniques

4.4 Reliability of the three extracted constructs

In this section, the reliability of the constructs and adjustments that were made to
the scale, as a result of the factor analysis, is discussed. To test the reliability of
the constructs in the instrument item analyses were performed on the extracted

factors to produce Cronbach alpha values.

4.4.1 Infrastructure support services

Table 9: Infrastructure Cronbach alphas

Cronbach alpha based on

standardised ltems N of ltems

Cronbach alpha

.818 .818 4

Note: Cronbach alpha score of .82 signals the reliability of the extracted component
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Table 10: Infrastructure inter-item correlation matrix

Office space R&D facilities | Clerical facilities Project
management
Office space 1.000 .489 .609 444
R&D facilities .489 1.000 .630 541
Clerical facilities .609 .630 1.000 457
Project 444 541 457 1.000
management

The first extracted dimension of infrastructure, now consisting of four items
(office space, R&D facilities, clerical facilities, and project management), had
good reliability with a Cronbach alpha score of 0.82. The reliability for the

construct infrastructure is good, with the overall Cronbach alpha value of 0.82.

To compute the mean score for the construct, infrastructure support services, the
transformation allowed the mean score for the construct to be calculated, with
which, further statistical tests were conducted on these construct scores.

With the reliability of the constructs permitting, scale statistics provided a mean

score calculated at m = 2.9.

4.4.2 Business support services

The second extracted component was management. Results from the factor
analysis indicated that the management construct comprised the following items
strategic management, HR management, marketing management, legal matters,
business plan development, financial management, leadership, training and
coaching, and mediation regarding partners. The reliability of the construct was
acceptable as the Cronbach alpha score produced was 0.92
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Table 11: Business reliability statistics

Cronbach's alpha

Cronbach's alpha based on
standardized Items

N of Items

.922

922
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Table 12: Business item statistics

Mean Std. Deviation N
Strategic management 3.364 1.2592 44
HR management 2.955 1.2191 44
Marketing management 3.227 1.2915 44
Legal matters 3.273 1.2825 44
Business-plan development 3.795 1.2497 44
Financial management 3.227 1.2734 44
Leadership training and coaching 3.682 1.2899 44
Mediation regarding partners 2.545 1.2659 44

Table 13: Business items summary

Maximum /
Mean | Minimum { Maximum { Range Minimum Variance | N of Items

Item
3.259 2.545 3.795 1.250 1.491 .155 8

Means

A transformation was conducted, to compute the mean score for the construct,
management related services, which allowed the calculation of the mean score

for the construct and was used to perform the statistical test and the t-test.

The mean score of the construct, that was produced was m = 3.26.

4.4.3 Mediation support services

The third extracted component was mediation. Results from the factor analysis
indicated that the management construct comprised the following items
mediation regarding financiers, university researchers, equity investors,
customers and employees, along with innovative problem solving techniques.
The reliability of the construct was acceptable as the Cronbach alpha score

produced was 0.93
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Table 14: Mediation reliability statistics

Cronbach's alpha Cronbach’s a_Ipha.based on N of Items
standardised items
.926 .927 7
Table 15: Mediation item statistics
Mean Std. Deviation N
Innovative Problem Solving Techniques 3.000 1.3765 39
Mediation regarding Customers 2.410 1.3322 39
Mediation regarding Suppliers 2.410 1.2078 39
Mediation regarding Employees 1.872 1.0306 39
Mediation regarding University 2 359 1.3667 39
Researchers
Mediation regarding Financiers 2.179 1.1669 39
Mediation regarding equity investors 2.436 1.3138 39
Table 16: Mediation item statistics summary
Maximum /
Mean | Minimum | Maximum | Range Minimum Variance | N of ltems
Iltem
2.381 1.872 3.000 1.128 1.603 115 7
Means
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A transformation was conducted, to compute the mean score for the construct,
mediation support services. The transformation allowed the calculation of the
mean score for the construct, which could be used to perform the t-test. The
mean score of the construct produced was m = 2.38
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4.5 Results pertaining to Hypothesis 1

Hypothesis 1: The perceived value-add of business incubation services to
small businesses is greater for private programmes in

comparison to public programmes.

4.5.1 Assumptions of the T-test

The assumptions of the t-test conducted explored the normality of the
distribution, which was determined by means if the Shapio Wilk test, together
with homogenous variances, as determined by Levene’s test. First, the normality

of the distribution was explored, followed by an understanding of Levene’s test.
Normality of distribution

An important description of the variable is its distribution, which informs the
degree to which the distribution of results can be approximated by the normal
distribution. The Shapiro Wilk test, tests for normality, as the sample is less the
2000.

Table 17: Hypothesis 1 case processing summary

Cases
Name of Incubator Valid Missing Total
N Percent; N i{Percent; N | Percent
Private 421 97.7% 1 2.3% i 43 100.0%
Infrastructure
Public 51{100.0% 0 0.0% 51 100.0%
Private 421 97.7% 1 2.3%! 43! 100.0%
Management
Public 51{100.0% 0 0.0% 51 100.0%
Private 421 97.7% 1 2.3%! 43! 100.0%
Mediation
Public 51 100.0% 0 0.0% 51 100.0%
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Taking into consideration the Shapiro Wilk test of normality the distribution of the
tested data was assumed normal. With regard to the p-value for all tested
distributions, the p-values were greater than 0.05 the results generated are (p >
0.005)

Table 18: Hypothesis 1 test of normality

Kolmogorov-Smirnovb Shapiro-Wilk
Name of Incubator
Statistic df Sig. Statistic df Sig.

Private .075 42 .200" .960 42 151
Infrastructure

Public .136 5 .200" .989 5 976

Private 131 42 .066 .963 42 .184
Management

Public .229 5 .200" .905 5 439

Private .160 42 .009 .902 42 .002
Mediation

Public 221 5 .200" 917 5 511

*. This is a lower bound of the true significance

a. There are no valid cases for Infrastructure when name of incubator = .000. statistics cannot be
computed for this level

b. Lilliefors significance correction

d. There are no valid cases for management when name of incubator = .000. statistics cannot be
computed for this level

e. There are no valid cases for mediation when name of incubator = .000. statistics cannot be computed
for this level

The t-test conducted also assumed homogeneity of variances, as determined by
Levene’s test. The conducted t-test for the perceived value-add of management,

infrastructure and mediation support services from incubators was p > 0.01.

The t-test conducted, tested for significant differences between the mean scores
of groups, public and private incubation programmes. The ability of private
incubation programs to add value to incubated small businesses was compared
to the ability of publicly administered incubation programs to add value. Mean
scores across the various business incubation services and constructs were
extracted and transformed for dependent variables management, infrastructure

support, and mediation support.
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In assessing the ability of private and public incubation programmes to add
value, firms were incubated through the provision of incubation support services,
conducts t-tests, the value add of the three extracted components of incubation
support services provided by private and public incubation support programmes
were compared. Furthermore, the ability of private and public incubation
programmes benefitted small business in terms of management, infrastructure

and mediation incubation support services

4.5.3 Infrastructure support services

Hypothesis la: The perceived value-add of infrastructure support services to
small businesses is greater for private programmes in

comparison to public programmes.

The t-test for the infrastructure support services compared the mean scores of
privately administered incubation programmes (m = 2.92) with the mean scores

of publicly administered incubation programmes (m = 3.05).

Table 19: Hypothesis 1 infrastructure group statistics

Name of Incubator N i Mean | Std. Deviation i Std. Error Mean
Private 42 12.9167 1.15748 .17860

Infrastructure
Public 513.0500 .87321 .39051

The t-test was conducted on the perceived value-add of infrastructure business
incubation support services offered by privately and publicly administered

incubation programmes.
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Table 20: Hypothesis 1 infrastructure independent samples test

Levene's
Test for .
Equality of t-test for Equality of Means
Variances
Std 95% Confidence
Sig. Mean Errdr Interval of the
F Sig. t df (2- Diffe- . Difference
) Diffe-
tailed) | rence
rence
Lower | Upper
Equal
variances | .928i .341: -.248 45 805! -.13333{ .53700; -1.21491 | .94824
assumed
Infra-
structure | Equal
‘éi;'ames 310} 5.824| .767|-.13333| .42942| -1.19185] .92518
assumed

The conducted independent samples t-test indicated that there were no
statistically significant differences in the perceived value add of infrastructure
incubation services offered by either privately or publicly administered incubation
programs. The p value, p = 0.43 suggests that there is no statistically significant

difference in the means compared in the t-test.

4.5.2 Management support services

Hypothesis 1b: The perceived value-add of management support services to
small businesses is greater for private programmes in

comparison to public programmes.

In conducting the t-test for the perceived value-add of management incubation
services provided by either privately or publicly administered incubation
programmes, the means scores of incubatees from privately administered
incubation programmes at m = 3.13 were compared with the mean scores of

publicly administered incubation programmes at m = 3.45.
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Table 21: Hypothesis 1 management group statistics

Name of Incubator N | Mean | Std. Deviation { Std. Error Mean
Private 421 3.1356 1.08594 .16756

Management
Public 51 3.4500 .84132 .37625

The t-test on the perceived value add of management business incubation
support services offered by privately and publicly administered incubation

programmes was conducted.
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Table 22: Hypothesis 1 management independent samples test

Levene's
Test for .
Equality of t-test for Equality of Means
Variances
Std 95% Confidence
Sig. i Mean Erro.r Interval of the
F | Sig. t df | (2- | Differ- Differ- Difference
tailed)] ence ence
Lower ;Upper
Equal
variances {895 349 +.623 45 1536 -.31437 150453 -1.33055 70180
assumed
Management
Equal
‘rgi?a”ces _763 5.722.476 -.31437 141187 -1.33417 .70543
assumed

The independent samples t-test indicated that there was no statistically
significant differences in the perceived value-add of management incubation
services offered by either privately or publicly administered incubation programs.
The p value, p = 0.35 suggested that there is no statistically significant difference

in the means compared in the t-test.

4.5.4 Mediation support services

Hypothesis 1c: The perceived value-add of management support services to
small businesses is greater for private programmes in

comparison to public programmes.

Lastly, in conducting the t-test for the mediation support services, the mean
scores of privately administered incubation programmes (m = 2.48) with the
mean scores of publicly administered incubation programmes (m = 2.48) were

compared.
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Table 23: Hypothesis 1 mediation group statistics

Name of Incubator i N Mean Std. Deviation Std. Error Mean

Private 43 2.4822 1.05416 .16076
Mediation

Public 5 2.4810 1.10687 49501

Table 24: Hypothesis 1 mediation independent samples test

Levene's

Test for .

Equality of t-test for Equality of Means

Variances
Equal 1.0083
variances .008{.929: .003 461 998 .00127.50031{ -1.00579; 4
assumed

Mediation

Equal
‘rgz:'ances 002! 4.8831.998| .00127 | .52046 | -1.34630 1'3482
assumed

The t-test on the perceived value add of mediation business incubation support
services offered by privately and publicly administered incubation programmes

was conducted.

The conducted independent samples t-test indicated that there was no
statistically significant differences in the perceived value add of mediation
incubation services offered by either privately or publicly administered incubation
programs. The p value, p = 0.92 suggested that there is no statistically significant

difference in the means compared in the t-test.

455 Conclusion

Based on an independent samples t-test, there was no significant difference
(p > 0.05) in the perceived value add of business incubation offered by either
publicly or privately administered programs. Based on the conducted
independent samples t-test, there was no statistically significant difference in the

perceived value add of business incubation services offered between private and
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public incubation programs. The t-test conducted, measured the difference in the
perceived value add of incubation programs across the three components of
business incubation support services. The mean score for the perceived value
add of infrastructure support services provided by private incubation programs
was slightly but not significantly lower than the mean score of infrastructure
support services offered by public incubation programs. Based on the results of
the conducted t-test, Hypothesis 1 was rejected.

4.7 Results pertaining to Hypothesis 2

Hypothesis 2: The perceived value-add of business incubation services is
greater for female-owned businesses compared with male-

owned businesses.

4.7.1 Assumptions of the t-test

The assumptions of the conducted t-test explored the normality of the distribution
together with homogenous variances, as determined by Levene’s test. First the
normality of the distribution was explored followed by an understanding of

Levene’s test.
Normality

An important description of the variable is its distribution, which suggests the
degree to which the distribution of results can be approximated by the normal
distribution. The Shapiro Wilk test was used to test for normality, as the sample
is less the 2000.
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Table 25: Hypothesis 2 tests of normality

Female Kolmogorov-Smirnova Shapiro-Wilk
Ownership or
Not? Statistic df Sig. Statistic df Sig.

Male-owned 127 22 .200" 975 22 .817
Infrastructure

Female-owned .108 24 .200" .955 24 .348

Male-owned 116 22 .200° .967 22 .651
Management

Female-owned 112 24 .200 .962 24 485

Male-owned .136 22 .200° .927 22 107
Mediation

Female-owned .193 24 .021 .879 24 .008

*, This is a lower bound of the true significance

a. Lilliefors significance correction

The t-test assumed equal variances; the t-test conducted assumed homogeneity
of variances, as determined by Levene’s test. The conducted t-test for the
perceived value-add of management, infrastructure and mediation support
services from incubators was p > 0.01. In conducting the t-test, the perceived
value-add of business incubation support services to male-owned and female-
owned incubated businesses. The perceived value-add of management,
infrastructure and mediation support services to female-owned and male-owned

incubated small businesses was compared

4.7.2 Infrastructure support services

Hypothesis 2a: The perceived value-add infrastructure support service is
greater for female-owned businesses compared with male-

owned businesses.

In conducting the t-test for the infrastructure support services, the perceived
mean scores of male owned businesses (m= 2.82) with the mean scores of

female-owned businesses (m = 2.93) were compared
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Table 26: Hypothesis 2 group statistics

Female-owned or Not? N Mean Std. Deviation Std. Error
Mean
Male-owned 22 2.8295 1.01590 .21659
Infrastructure
Female-owned 24 2.9375 1.17729 .24031

The -test on the perceived value add of infrastructure business incubation
support services to male-owned businesses in comparisons to female-owned

businesses were conducted.

Table 27: Hypothesis 2 independent samples test

Independent Samples Test

Levene's
Test for .
Equality of t-test for Equality of Means
Variances
Std 95% Confidence
Sig. Mean Erro.r Interval of the
F | Sig. t df (2- Diffe- . Difference
: Diffe-
tailed) { rence
rence
Lower Upper
Equal
variances | .278{ .601{ -.332 44 742} -.10795{ .32563| -.76422 .54831
assumed
Infra-
structure | Equal
opances -334| 43852 740 -10795| 32352 -76002| 54411
assumed

The conducted independent samples t-test indicated that there was no
statistically significant differences in the perceived value add of infrastructure
incubation services offered by either male-owned or female-owned incubated
firms. The p value, p = 0.60 suggests that there is no statistically significant

difference in the means compared in the t-test.
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4.7.3 Management support services

Hypothesis 2b:

The perceived value-add infrastructure support service is

greater for female-owned businesses compared with male-

owned businesses.

In conducting the t-test for the management support services, the perceived

mean scores of male-owned businesses (m = 3.03) with the mean scores of

female-owned businesses (m = 3.21) were compared.

Table 28: Hypothesis 2 management group statistics

Female Ownership Std. Error

or Not? Mean Std. Deviation Mean
Management Male-owned 22 3.0398 1.10423 .23542

Female-owned 24 3.2165 .99312 20272

The t-test on

the perceived value add of management business incubation

support services to male-owned businesses in comparisons to female-owned

businesses was conducted..

Table 29: Hypothesis 2 independent samples test

Levene's
Test for )
Equality of t-test for Equality of Means
Variances
: 95% Confidence
S(|Zg Mean ESrtr%r Interval of the
F Sig. t df tailed Diffe- Diffe- Difference
) rence rence
Lower | Upper
Equal
variances | .677! .415{ -.572 44 571i-.17675} .30922{-.79993 | .44644
assumed
Manage-
ment Equal
\rllzzlances -569! 42.402{ .572i-.17675}.31068-.80354 ! .45005
assumed
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The independent samples t-test indicated that there was no statistically
significant differences in the perceived value add of management incubation
services as perceived by male owned and female-owned incubated firms. The p
value, p = 0.42 suggests that there is no statistically significant difference in the

means compared in the t-test.

4.7.4 Mediation support services

Hypothesis 2c: The perceived value-add mediation support service is
greater for female-owned businesses compared with male-

owned businesses.

In conducting the t-test for mediation support services, the perceived mean
scores of male-owned businesses (m = 2.49) with the mean scores of female-

owned businesses (m = 2.41) was compared.

Table 30: Hypothesis 2 mediation group statistics

Female Ownership N Mean Std. Deviation Std. Error
or Not? Mean
Male-owned 22 2.4940 1.04359 .22249
Mediation
Female-owned 24 2.4196 1.05135 21461

The t-test on the perceived value add of management business incubation
support services to male-owned businesses in comparison to female-owned

businesses was conducted.
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Table 31: Hypothesis 2 mediation independent samples test

Levene's
Test for .
Equality of t-test for Equality of Means
Variances
Std 95% Confidence
Sig. Mean Erro.r Interval of the
F Sig. t df (2- Differe - Difference
) Differe
tailed) nce
nce
Lower | Upper
Equal
variances .089i .766: .241 44 811 .07440 .30923 i -.54880 .69761
assumed
Media-
tion Equal
‘r’]i;'ames 2411 43709, .811| .07440 .30913 | -.54872 .69753
assumed

The independent samples t-test indicated that there was no statistically
significant differences in the perceived value add of management mediation
support services as perceived by male-owned and female-owned incubated
firms. The p value of 0.766, signals that there was not a significant difference in

the compared means. Therefore, Hypothesis 3 was rejected.

4.8 Conclusion

In conclusion, none of the formulated hypothesis were confirmed by the results

of the study.

The first test conducted sought to assess the ability of privately administered
incubation programmes to add value to incubated firms in comparison to publicly
administered incubation programmes. The results of the test, found that there
was no difference in the ability of either private or publicly administered

incubation programmes to add value to incubated businesses.

Secondly the value-add of business incubation support services between male-

owned and female-owned small businesses was conducted. There was not a
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significant difference in the perceived value add of business incubation support
services between the two groups.

81



CHAPTER 5: DISCUSSION OF THE RESULTS

5.1 Introduction

The study assessed the efficacy with which business incubation had been
operationalised in South Africa. This study concerned itself with key aspects of
B-BBEE, which is seen as having spurred on the increase in enterprise
development and small business incubation initiatives in South Africa. The
central question of this study was concerned with examining the ability of these
small business incubation initiatives to add value to incubated business in South
Africa. Particular to the study was whether privately or publicly administered
small business incubation programmes were more effective in adding value to
small business incubation programmes. Additionally, the value obtained by
female-owned business from business incubation, relative to their male
counterparts together with the ability of black-owned businesses to gain value

compared to the non-black-owned counterparts was examined.

To address these research problems, the study sought the perceptions of small
businesses owners and managers, currently receiving support within business
incubation programs. The study relied on the insights of the incubated small
businesses to assess the efficacy of small business incubation to add value to
small businesses in South Africa, inter alia the realisation of B-BBEE and its

objectives.

As the results were presented in the previous chapter, this chapter discusses
and explains the results, making use of the literature reviewed and the
hypotheses formulated. The chapter presents a discussion pertaining to the
demographic profile of the respondents to the survey. It continues to discuss the
principal factor analysis conducted, and the resultant observations. This is then
followed by a discussion on the conducted t-tests, which effectively lead into the
discussion of the findings from the initial hypotheses. The chapter closes with a
conclusion of results observed, prior to outlining the possible implications these
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findings hold for the audience (policy makers, practitioners and scholars of small

business incubation).

5.2 Demographic profile of respondents

In the design of this study, a range of business incubation programs was
identified with the deliberate purpose of adding complexity and depth to results of
the study, hence the purposive sampling strategy adopted. Originally 120
respondents to the survey questionnaire was sought, with the intention of
improving the representativeness of the study and as a result provide greater
predictive and application ability to incubation practice in South Africa. However,
during the field research it became apparent that a majority of incubation
programmes were unwilling to participate in the research, and allow their
incubatees to participate in a survey that evaluates the incubators ability to add

value to the incubated businesses.

In total, 649 emails were sent the questionnaire via the Qualtrics software
programme, in addition to a number incubators and small businesses being
physically approached with the intention of soliciting responses. From 54
guestionnaires returned, 49 were satisfactorily populated and adequate for use in
the analysis of the results. Five of the returned questionnaires were printed
copies, solicited by physically approaching incubators and entrepreneurs, while
44 of the responses were received through the online Qualtrics questionnaire

medium.

The study focused solely on SMME'’s affiliated to incubation programs of different
typologies (private and public), and incubated small businesses representing
different demographic groups (black-owned or non-black-owned, and female-
owned and non-female-owned). Unfortunately, a comprehensive range of
business incubation typologies could not be explored, and for convenience, the
study limited the typology break down to private and publicly administered
incubation programs. A comprehensive exploration of business incubation

typologies could explore, virtual and brick and mortar initiatives, industry focused

83



and generalist business development support incubators. Had the study been
able to draw observations from the different typologies this would have provided

further meaning to the audience and their work.

In response to the questionnaire, 43 respondents were affiliated to a private
incubation programme with the other five respondents being affiliated to a public
incubation program. One of the respondents did not indicate the incubation
program they were affiliated to. The promulgation of the B-BBEE codes, together
with the implications these hold for the private sector has effectively seen and
increasing number of privately administered incubation programmes dominate

the incubation landscape in South Africa.

In seeking diversity in the demographics of the respondents, only one of the
responding businesses was white-owned with 47 of the participating small
businesses indicating that they were a black-owned. One respondent did not
indicate whether they were a black-owned or non-black-owned business. The
dismal response rate of white-owned small businesses was expected due to the
emergence of a number of incubation programmes. Because incubation
initiatives aim to addressing the B-BBEE objectives, the selection criteria for
incubatees, is heavily geared towards attracting the incubation of black-owned
businesses. Consequently, incubation programmes have little incentive to
incubate non-black-owned businesses. However, on the other hand, one may
argue that non-black-owned businesses often do not require the support of an
incubation programme, as it has been argued that these businesses often have
at their disposal, the support, networks and resources required for successful

entrepreneurial venturing.

In terms of the gender profile of the respondents, 22 businesses were male-

owned while the remaining 24 were female-owned businesses.

The response rate for the questionnaire was disappointingly low, as the majority
of incubating organisations were not willing to let their incubated firms to

participate in the study.
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5.3 Discussion pertaining to Hypothesis 1
Hypothesis 1 restated for convenience:

Hypothesis 1: The perceived value-add of business incubation services to
small businesses is greater for private programmes in

comparison to public programmes.

Turton and Herrington (2012) in the GEM 2012 report, bring the role of
government in the administration of incubators into question. In their report,
Turton and Herrington (2012) suggest that state run incubators have not been
able to yield the desired results as it was revealed that state run incubators
create on average, less than one job per annum. With the efficacy of the publicly
administered incubator under scrutiny, the role of the state in the incubation of

small businesses is questioned.

According to Allen and Weinberg (1988), the state may choose one of two
approaches to ensuring effective small business incubation, either a catalytic
approach or a management approach. The GEM report suggests that the
government should take on a catalytic approach, which will see the state play the
role of an information broker, creating incentives for local action by providing
partial financial resources (Turton & Herrington, 2012) as opposed to a
management role where the state is involved in operating the business
incubator. Effectively the report suggests that privately run incubators should be
incentivised to develop businesses (Turton & Herrington, 2012).

The GEM report’s suggestions (Turton & Herrington, 2012) are based on job
creation statistics; whereas this study seeks to assess the perceptions that
incubated small business owners have of public incubation services. It was the
intention of this study to draw on the views of incubated firms, prior to drawing

conclusions on the role the state in the incubation of small businesses.

Hypothesis 1 was used to investigate Sub-problem 2, which sought to identify
the perceived value add of small business incubation. This led to an investigation

that focused on assessing the perceived value add of small business incubation
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support services administered by private in comparison to state administered
incubation programmes. Responses were solicited from incubated small
businesses that were requested to indicate the perceived value they were able to
derive for their ventures through their affiliated incubation program. Respondents
indicated the perceived value-add across all incubation services offered. The
results suggested that, there was no significant difference in the ability of private
incubation programmes to add value to incubated firms, as compared to private
incubation programmes. There was no significant difference in the ability of the
firms to add value to the incubated firms in terms of the business incubation
support service categories, namely infrastructure support services, management

support services and mediation support services.
Conclusion

The results suggest that business incubation services offered by private
incubation programmes are not significantly better than or inferior to business
incubation services administered through public incubation programmes. It is
therefore concluded that, whether an incubation program is privately or publicly
administered, has no implication for its ability to add value to an incubated

business through the provision of incubation support services.

Meaningful statistical support did not indicate that private business incubation
programmes are better placed to add value to small businesses. As such, there
is insufficient evidence to reject the Null Hypothesis, and insufficient evidence to

support Hypothesis 1.

5.5 Discussion pertaining to Hypothesis 2

Hypothesis 2 restated for convenience

Hypothesis 2: The perceived value-add of business incubation services are
greater for female-owned businesses compared with male-

owned businesses.
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As espoused by the IFC (2006) and the B-BBEE framework, it has been
recognised that the South African economic policy is cognisant of the fact that
women are an untapped pool of entrepreneurs, with a need for support as a
significant driver of economic policy. While women entrepreneurs have
historically lagged behind their male counterparts, there emerges an opportunity
to create meaningful social and economic impact through the support of women
entrepreneurs (Carter, 2000). The understanding that women entrepreneurs face
particular constraints unique and different from their male counterparts prompts
the study to investigate Hypothesis 3, the extent to which women entrepreneurs
are able to derive value from business incubation services relative to their male

counterparts.

Understanding female entrepreneurship in South Africa, a few factors central to
the gender and economic discourse need to be considered. One needs to
understand whether female are facing barriers resulting from prejudice and
chauvinism, or the extent to which women entrepreneurs have to make trade-offs
between family and work responsibilities (Carter, 2000). Because of these
embedded challenges that women entrepreneurs face all the time, it is important
that the value women entrepreneurs derive from being affiliated with these
incubation programmes be established. In line with this study, the inroads that
are being made by business incubation to achieve the objective of B-BBEE,

which place emphasise the empowerment of women, needs to be understood.

The results from the respondents to this survey, identified that there was no
significant difference in the value female entrepreneurs were able to derive from

business incubation support services compared to their male counterparts.

As such, this study supports the Null Hypothesis and rejects Hypothesis 3.

5.6 Conclusion

This study was done on the back of increasing investment and attention being
given to the development of small business using incubation as a strategy for the

realisation of B-BBEE. The importance of assessing the efficacy of small
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business incubation in adding value to small businesses is necessary as policy
makers and practitioners reflect on the strides made since the promulgation of
the B-BBEE legislation.

Hypothesis 1 and 2 considered different aspects of business incubation practice
and objectives in South Africa, and together assessed the efficacy with which

business incubation has been operationalised as a strategy for B-BBEE.
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CHAPTER 6: CONCLUSIONS, IMPLICATIONS AND
RECOMMENDATIONS

6.1 Introduction

In this study, academic literature and research methodologies in the areas of
enterprise development, small business market failure, and business incubation
support was referenced. The study looked towards literature to provide a
theoretical basis for the study and the formulation of testable hypotheses. The
theories in this field led to two main sub-topics of study. First, it was important to
understand the rationale behind the rise in popularity of small business
incubation as a strategy for addressing B-BBEE. Second, the research sought to
understand the efficacy with which small business incubation support services
are being offered to entrepreneurs, in the midst of the rise in popularity. The
drafting of specific research problems and hypotheses, sanctioned the
assessment of the efficacy with which small business incubation was utilised for
not only small business incubation, but rather a tool for affecting the objectives of
B-BBEE. The results of the study revealed three important learnings regarding
the efficacy with which small business incubation programmes have been

implemented as a tool for B-BBEE.

The section presents the conclusions of the study; the findings are summarised
and presented, followed by recommendations and suggestions for further

research on the subject matter.

6.2 Overview of literature review

The hypothesis, statistical tests and results discussed in this study are based on
a comprehensive review of literature on business incubation and B-BBEE, the
two central themes of the study. Jack and Harris (2007) provide an explanation
of B-BBEE along with the most compelling reason for the implementation of B-

BBEE as the promotion of economic growth, and a policy aimed at
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mainstreaming black people’s participation in the economy. This study, takes an
interest in arguably the most popular approach in South Africa aimed at
improving black people’s participation in the economy through the incubation of

small businesses.

The world over, incubation owes its prominence to its perceived role of reviving
entrepreneurship and innovativeness in regions (Hackett & Dilts, 2004). For
Voisey et al. (2006) incubation is understood as “a range of business
development processes that are employed to support the growth of small, new
start and young business ventures” (p. 455). Thus, the importance of studying
the perspectives of businesses receiving support from different incubation
programmes. With this study, the efficacy with which business incubation has
been adopted as a strategy for effective B-BBEE, informed the main research
problem. This problem was unpacked into three areas of focus, and the three
hypotheses were formulated.

First, the efficacy of incubation by understanding the ability of privately and
publicly administered incubation programmes to add value to incubated small
businesses was assessed. Allen and Weinberg (1988) asked whether incubation
is a public or a private affair. The GEM report suggested that the government
should take on a catalytic approach to incubation, as opposed to a management
approach, which would see the state play the role of an information broker,
creating incentives for local action by providing partial financial resources (Turton
& Herrington, 2012). Of interest was the establishment of the administrative
entity, better suited to add value to incubated small businesses.

Second, the ability of incubation programmes to add value to black-owned
businesses as per the B-BBEE framework, in contrast to the value added to non-
black-owned incubated businesses, was measured. Ramirez (1995) introduced
the notion of the exclusionary effects of race-based affirmative action
programmes. Ramirez’s (1995) perspective prompted an investigation of the
second hypothesis, which effectively sought to assess the value added to black-
owned and non-black-owned incubated businesses, through the provision of

business incubation support services.
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Lastly, the ability of business incubation to add value to female-owned
businesses as compared to their male owned counterparts was assessed. The
B-BBEE legislation and the IFC (n. d.) recognise that the South African economic
policy has called for concerted efforts geared towards the empowerment of
women, largely because of the fact that they are an untapped pool of
entrepreneurs, with significant challenges posing a threat to their entrepreneurial
ventures (Carter, 2000). The ability of business incubation support services to
add as much value to female-owned business as it does to male-owned
business, signals that strides are being made by business incubation
programmes towards the realisation of B-BBEE, more specifically in this case the

empowerment of women and the businesses they own.

Through studying these three aspects of small business incubation in South
Africa, the efficacy with which business incubation has been able to contribute
towards the realisation of B-BBEE was assessed.

6.3 Summary of results

In addressing the main problem of the study, three hypotheses were tested,
which helped draw conclusions on three main aspects of incubation as a strategy
for B-BBEE.

The first hypothesis was rejected. This result reflects that whether a programme
is privately or publicly administered, has no bearing on the incubation
programmes ability to add value to incubated firms and contribute to B-BBEE

driven business incubation.

The second hypothesis was rejected. In effect, the results of the third hypothesis
signal the ability of female-owned business to derive the same level of value add,

as compared to their male counterparts.

In summary, tests to measure the efficacy of SMME incubation have yielded a
few areas of discussion in addressing the research problem. The administrative

capabilities of private and public incubation support programmes were
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compared, and the role that the state should play in terms of the provision of
incubation support was considered. Key inferences in terms of the implications
that a B-BBEE driven incubation have for non-black-owned small businesses
were made. Lastly, the ability of business incubation programmes to add as
much value to female-owned businesses, compared to their male counterparts

was observed.

6.3.1 Assessment of the problem statement
Main problem restated for convenience.

Investigate the efficacy of small business incubation as a strategy for enterprise

development in South Africa.

By aligning the findings of this study with the problem statement, conclusions on
the main question of the study were drawn. In terms of assessing the efficacy of
small business incubation, this study sought to evaluate the effectiveness of
business incubation across key components of administration, achievement of B-
BBEE objectives of empowering black-owned small business and female-owned

businesses.

First, a publicly administered incubation programme is as effective as privately
administered incubation programme in its ability to add value to incubated small

businesses.

Second, the ability of business incubation programmes to contribute to key
aspects of the B-BBEE agenda, namely the empowerment of black-owned
businesses and female-owned businesses was examined. The findings of the
study indicated that small business incubation was effective in achieving its
objectives around the realisation of B-BBEE objectives. This efficacy is
manifested in the increased preference by incubation programmes to select

black-owned businesses over white owned businesses.
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In terms of adding value to female-owned businesses, it is apparent that women
entrepreneurs have been able to gain as much value as male-owned businesses

from business incubation support services.

6.4 Research implications

This section provides recommendations for stakeholders that were identified in
Section 1.4 of the study. Stakeholders mainly include enterprise development
policy makers, as well as small business incubation practitioners in transitioning
economies. The output of the study may be useful to scholars of enterprise
development, policy makers and business incubation practitioners, as key
insights from the findings of the study may inform future practice and programs

geared towards effective small business incubation.

6.4.1 Policy makers and incubators: Making incubation an effective tool
for achieving B-BBEE

In response to the GEM report (Turton & Herrington, 2012) the suggestion was
made that government should rethink its role in terms of the administration of
incubators; whether an incubator is privately or publicly administered, has no
bearing on the incubators ability to add value to the incubated small business.

As government considers what its role should be in the implementation of small
business incubation, it should bear in mind that privately administered incubation
programs are not able to add greater value compared to publicly administered

programs, according to incubated firms.

For small business incubation practitioners and policy makers, it is important to
note that there is a need to attract more white-owned small businesses to
incubation programs. Further studies could look to determine economic
development outputs of small business incubators as it is becoming increasingly
important for incubation programs to attract and provide support to small
businesses that exhibit the greatest growth potential, regardless of B-BBEE

status. The disposition of many incubation programs focuses on supporting
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black-owned small businesses to the detriment of broader and more strategic
gains that could be realised from supporting and attracting white-owned small

businesses as well.

With the emergence of women only business incubation programmes such as
the case in the Jabal Taj of Jordan (Scaramuzzi: 2002), policy makers would
consider the development of women only business incubators to better support
female-owned businesses and achieve B-BBEE objectives. With the ability of
South African incubators to deliver similar value to both women and male owned

entrepreneurs, there would be no need for women only incubation programmes.

In effect, in order to realise the efficacy of SMME incubation to achieve the
economic development objectives of the country, key considerations need to be
made by both policy makers and practitioners regarding the most appropriate
form to administer small business incubation. Key considerations will also need
to be made to ensure that B-BBEE imperatives driving the establishment of small
business incubators are not met at the detriment of attracting quality non-black-

owned small business.

6.5 Limitations

The extent to which the study has been able to provide a meaningful contribution
to business incubation and B-BBEE practice in South Africa, was limited by a

number of factors.

The inability of the study to survey a wider population than obtained posed a
challenge in terms of the representativeness of the results to the wider

population.

In seeking to understand the contributions that are being made towards effecting
B-BBEE, a comprehensive framework befitting of the broader range of incubation
support services should be explored. Within this study, the administration of
incubation programmes and the gender and race objectives of B-BBEE were the

primary concerns. A comprehensive assessment would have included an
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assessment of the ability of incubation to contribute towards economic
development indicators.

6.6 Recommendations for future research

Based on the findings and research process undertaken in this study, this
section discusses possibilities for further research. In addition, a few possible
research areas are suggested, which may be important in deepening the
understanding of small business incubation and its efficacy as a tool for effecting
B-BBEE.

6.6.1 The rationale behind incubation as a strategy for B-BBEE

The popularity of small business incubation owes its prominence to its claimed
economic development, especially for transitioning economies such as South
Africa. In the South African context, small business incubators have been around
for at least two decades and have graduated a number of small businesses.
Future research seeks not only to measure the efficacy of small business
incubation, but also other aspects of the incubator, such as its economic

development role.

Further research should seek to understand the impact of the business
incubation programs on the economic development in South Africa. Hence, a

number of areas for future research are identified and include:

e Proposed area for future research 1: The impact of small business
incubation programmes in contributing towards economic development;

e Proposed area for future research 2: The efficacy of small business
incubation as an enterprise development strategy as compared to
alternative approaches;

e Proposed area for future research 3: The effectiveness of different
business incubation typologies (industry focused, gender focused,
privately administered, publicly administered, and university based

incubation), in adding value to small businesses; and
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e Proposed area for future research 4: The impact of B-BBEE on small

business incubation in South Africa.

6.7 Conclusions of the study

The efficacy of small business incubation as a strategy for the realisation of B-
BBEE is explored across three important aspects of B-BBEE. Traditionally,
incubation has been adopted by the state as a strategy for small business
development in South Africa, however in recent years the responsibility of private

institutions is increasing.

Given the hypotheses tested in this study, the null hypothesis holds on the first
and the third hypotheses, confirmed by a t-test on the corresponding data;
however, the third t-test, relating to Hypothesis 3 was not able to be conducted

and therefore Hypothesis 3 could neither be accepted nor rejected.

6.7.1 Findings related to private versus public administration of

incubation programmes

Whether small business incubation is best suited as a private or a public affair,
has been the subject of debate, more specifically in reviews of the South African
incubation landscape (Allen & Weinberg: 1988, Turton & Herrington, 2012).
Instead of adopting an approach that assesses the ability of incubation
programmes to achieve economic development indicators, as is the case with
the job creation metric measure outlined by the GEM report (Turton & Herrington,
2012); this study sought an alternative approach in its quest to understand the

perspective of incubated firms.

According to perceptual data collected in this study, there was no significant
difference in the abilities of either privately or publicly administered incubation
programmes to add value to incubated SMMEs. This allows better assessment of
the suggestion put forward by the GEM report (Turton & Herrington, 2012) on the
role of the state in the administration of incubation programmes. Whether a

public entity administers an incubator or a private entity does, has no bearing on
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the ability of the incubator to add value to an incubated small business.
According to the study, there was no significant difference in the ability of either
type of organisation (private or public) to add value to small businesses. This is
contrary to suggestions by Turton and Herrington (2012) in the GEM report on
the role that the state should be playing in the incubation of small businesses.
Suggestions by the Turton and Herrington (2012) imply that state administered
incubation support services have not been able to yield desired results, with the
job creation rate by these types of incubations averaging approximately a single

job per annum.

6.7.2 Findings related incubation support services by black-owned and

white owned firms

The argument that affirmative action programmes effectively place black and
white against each other, in a scramble for resources is assessed by this study.
Based on the literature review, the hypothesis states that small business
incubation support and resources are largely geared towards the benefit of
black-owned businesses, and largely exclude white-owned business from

receiving similar support.

While conducting the data analysis of the study, a number of incubation
programmes were approached, in pursuit of respondents to the study. On the
whole, respondents were difficult to obtain, as many incubation programmes
were unwilling to provide access to their incubated businesses. Furthermore,
responses from white-owned businesses, relative to black-owned businesses,
were not sufficient to conduct meaningful independent samples t-tests. The low
response rate from white-owned businesses is indicative of the incubation
landscape in South Africa, as B-BBEE objectives and resources, therefore
prioritising the selection of black-owned businesses over others, drive many

programs.

It can be concluded that incubation programmes in South Africa prefer black-
owned businesses in their selection as a result of the B-BBEE rationale that

drives the emergence of many incubation programmes.
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The study was unable to observe whether there was a significant difference in
the value received by black-owned and white-owned firms. Key to the findings
however, was the significant lack of non-black-owned small businesses across
incubation programmes in South Africa. The study could not confirm either a
significant difference, or lack thereof in the value derived from incubation
programmes by black-owned and white-owned firms. The framework under
which these incubation programmes have emerged, namely the B-BBEE
framework, has led to exclusionary consequences for white-owned businesses
across incubation programmes in South Africa, hence the inability to gather
adequate responses from non-black-owned incubated businesses.

6.7.3 Findings related to incubation support services by female- and male-

owned firms

Lastly, the study found that there was no significant difference in the value
derived by female-owned businesses to male-owned businesses from incubation
programmes. Female-owned businesses were able to derive as much value as
male-owned businesses from the same incubation programmes, indicating the
ability of incubation programmes to cater equally for both male and female
entrepreneurs. Increasingly, efforts towards the support of female-owned
businesses, has been top of the economic agenda in many transitioning
countries, including South Africa. The support of female-owned small business

plays an important role in the achievements of the objectives on B-BBEE.

With these objectives explicitly outlined in the B-BBEE codes of good practice,
the study hypothesises that female-owned businesses would be able to derive
greater value from business incubation support services, relative to their male
counterparts. The results of the study however, revealed that there was not a
significant difference in the perceived value female-owned small businesses

were able to obtain relative to their male counterparts.
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APPENDIX A:

Research Instrument

The Graduate School of Business Administration

2 St David’s Place, Parktown,
Johannesburg, 2193,

South Africa

PO Box 98, WITS, 2050
Website: www.whbs.ac.za

Wits
Business
School

Sculpting global leaders

f
K

MM RESEARCH QUESTIONNAIRE
Greetings Sir/Madam

I am a Master of Management (MM) student at the Wits Business School (WBS),
specializing in Entrepreneurship and New Venture Creation. | am currently conducting
research that will be reported in a dissertation in attainment of this degree. My research
focuses on the efficacy of small business incubation as a strategy for a South African
enterprise development.

This is a voluntary survey and participants may withdraw at any stage of the process. It
takes approximately 5 minutes to complete, and | would be most grateful for your
participation. This survey is anonymous, and confidentiality and ethics will be
maintained in strict accordance to the WBS Code of Ethics. Collected data will be used
for data analysis purposes only, with results reported as statistical averages.

If you would like to receive a summary of the results, please send me an email on
0713817j@students.wits.ac.za. Queries, additional comments and recommendations can
be forwarded as well.

Thanking you in advance for your participation! ©
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In which industry does your business conduct its daily activities?

Which Incubation Programme is your business presently affiliated to?

Has your business been involved in any other incubation programmes besides the one
you are currently in?

Is your company a black-owned business (51 % or more of ownership is black)?

Yes
No

Is your company a female-owned business (51 % or more of ownership is female)?

Yes
No

How many months has your business been in incubation?
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Please indicate with a cross (X) the level with which each of the below business
incubation services have added value to the development of your incubated business.

No Value
at all

Little
Value

Average
Value

Large
Value

Very Large
Value

Office space

R & D Facilities

Clerical Services

Leadership Training and Coaching

Business Plan Development

Innovative Problem solving
techniques

Project Management

Financial Management

Legal Matters

Marketing Management

HR Management

Strategic Management

Mediation regarding Partners

Mediation regarding Customers

Mediation regarding Suppliers

Mediation regarding Employees

Mediation regarding University
Researchers

Mediation regarding Financiers

Mediation regarding Equity
Investors
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APPENDIX B:

Instrument Consent Form

The Graduate School of Business Administration SN Wits
- Business
\!/ YT
2 St David’s Place, Parktown, School
Johannesburg, 2193, Sculpting global leaders

South Africa
PO Box 98, WITS, 2050
Website: www.wbs.ac.za

MM RESEARCH CONSENT FORM
The efficacy of SMME incubation as a strategy for B-BBEE Study

INFORMATION SHEET AND CONSENT FORM

Who | am

Hello, I am Tshepo Ntlamelle. | am conducting research for the purpose of completing my MM at Wits
Business School

What | am doing

I am conducting research on the efficacy of SMME incubation as a strategy for SMME incubation. I am
conducting a quanitative study with 120 informants to establish the extent to which business incubation
support services have been effective in achieving broad based black economic empowerment.

Your participation

I am asking you whether you will allow me to distribute a questionanaire through your organisation to
selected SMME’s. If you agree, I will ask you to distribute the questionnaire on my behalf. I am also
asking you to give us permission to also access organisational data on the performance of the incubator..

Please understand that your participation is voluntary and you are not being forced to take part in this
study. The choice of whether to participate or not, is yours alone. If you choose not take part, you will not
be affected in any way whatsoever. If you agree to participate, you may stop participating in the research
at any time and tell me that you don’t want to go continue. If you do this there will also be no penalties and
you will NOT be prejudiced in ANY way.

Confidentiality

Any study records that identify you will be kept confidential to the extent possible by law. The records
from your participation may be reviewed by people responsible for making sure that research is done
properly, including my academic supervisor/s. (All of these people are required to keep your identity
confidential.)

All study records will be destroyed after the completion and marking of my thesis. | will refer to you by a
code number or pseudonym (another name) in the thesis and any further publication.

Risks/discomforts

At the present time, | do not see any risks in your participation. The risks associated with participation in
this study are no greater than those encountered in daily life.
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Benefits

There are no immediate benefits to you from participating in this study. However, this study will be
extremely helpful to us in understanding the practice and application of SMME incubation in South Africa

If you would like to receive feedback on the study, | can send you the results of the study when it is
completed sometime after February 2014

Who to contact if you have been harmed or have any concerns

This research has been approved by the Wits Business School. If you have any complaints about ethical
aspects of the research or feel that you have been harmed in any way by participating in this study, please
contact the Research Office Manager at the Wits Business School, Mmabatho Leeuw.
Mmabatho.leeuw@wits.ac.za

If you have concerns or questions about the research you may call my academic research supervisor
.......... (include a direct office number).

CONSENT

I hereby agree to participate in research on (insert research objective). | understand that | am participating
freely and without being forced in any way to do so. | also understand that | can stop participating at any
point should I not want to continue and that this decision will not in any way affect me negatively.

I understand that this is a research project whose purpose is not necessarily to benefit me personally in the
immediate or short term.

I understand that my participation will remain confidential.

Signature of participant Date:........cooevvnennnnnn.

I hereby agree to the tape-recording of my participation in the study.

Signature of participant Date:......cooveiinennnn.
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