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ABSTRACT

The start-up companies’ evaluation needs to start with the analysis of the business incubation process. Business incubation
has the potential to apply real options that support the identification and exploitation of possible new businesses and
can be the new start-ups’ source of success. The incubator could be described as an entrepreneurial firm that creates
real options by selecting new, young or emerging ventures and it could exercise these real options by monitoring and
coaching the participants through different development stages. The business incubators’ intensive business support
activities are comparable to the realization of investment projects characterized by a high degree of uncertainty and
decision-making flexibility, which are carried out by companies operating in a dynamic market environment. The aims of
the paper are to systematically review the literature on business incubation and its process and to find the real options
that can generate value creation and higher efficiency through exploring and analyzing the activities, programs and
incubation process of selected Hungarian incubators.
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1. INTRODUCTION

Most of the ventures fail during the early stages of their development (Watson et al., 1998; Zacharakis et al., 1999)
and it can derive from the entrepreneurial process (Berger, 2015; Eftekhari, 2014) or the lack of management expertise
and under-capitalization (Roure — Keeley, 1990). According to the academic literature, business incubators can help to
decrease the number of venture failures and increase the survival rates (Ryan - Wright, 2009; Klostermann — Kraus, 2010,
Ayatse et al., 2016). The business incubators provide a physical office space with business advice for the entrepreneurs
and offer an incubation program that leads them through the incubation process (Munkongsujarit, 2016). The business
incubator’s main goal is to stimulate business creation (Bruneel et al., 2012), support entrepreneurs and small companies
in creating new businesses, workplaces and establish an entrepreneurial society (Mian, 1996; Colombo — Delmastro,
2002; Aerts et al., 2007; McAdam — McAdam, 2008; Salem, 2014). In many cases, the business incubation process is
in the focus of the research but we can only see few cases when real option theory gets in the picture. Hackett — Dilts
(2004b, 2008) showed how to see the incubation process through the lens of real option theory. According to their
research, this article connects the business incubation process and real option theory and identifies real options in the
business incubation process.

The first section reviews the literature of the business incubation and incubation process models. In the following section,
| introduce the real option theory with its main characteristics and advantages. In the third section, the connection
between business incubation and real option theory is showed with the help of different types of real options because
my perception is that using real option theory is one of the best approaches to understand and evaluate the business
incubation process. In the fourth section, the Hungarian business incubators’ business incubation programs and their
selection are analyzed. The last section concludes the paper with a discussion of the results.
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2. THE BUSINESS INCUBATION

The majority of business incubators are considered on one hand as a tool of economic development, the economic situation
of a particular region (Mian, 1997; Thierstein - Wilhelm, 2001; Klostermann - Kraus, 2010), as an instrument for innovation,
job creation (Carree - Thurik, 2010), urban regeneration, and the placing of university innovation on a business basis. On the
other hand, they are considered as an organization for incubating new, fast-growing companies (Hackett - Dilts, 2004). The
responsibility of the business incubator is to develop a collaboration that supports incubators in accessing information, thereby
contributing to the development of competencies through the learning process. The ultimate goal of the incubation process
is to develop the survival of the incubated and turn the business idea into a successful business (Bergek - Norrman, 2008).

The business incubation literature can be divided into two major groups (Akcomak, 2009). One of them deals with
the theory and models of the business incubators and seeks answers to questions such as how they are created, their
purpose or how they are managed (Smilor - Gill, 1986; Allen - McCluskey, 1990; Nowak - Grantham, 2000; Grimaldi -
Grandi, 2005; Aernoudt, 2004; Leblebici - Shah, 2004; Becker - Gassmann, 2006). The other major group focuses on
evaluating incubators, including factors that can be described as characteristics of a successful business incubator (Mian,
1996; Colombo - Delmastro, 2002; Aerts et al., 2007; McAdam - Mcadam, 2008).

Several authors attempted to define business incubators from different aspects. According to Hannon (2003), the business
incubation process supports the recognition and exploitation of the creation of new businesses and must first consider
the environment where the new entrepreneurial idea and the business itself can be developed with the help of business
support resources. According to Al-Mubaraki and Busler (2013), business incubation can be defined as an economic and
social program that provides intensive support to start-up companies, preparing them for business creation and accelerating
their development and success through their business support program. Moreover, Ayatse et al. (2017) see it as a unique
institutional agreement that focuses on the development of entrepreneurial culture within a community.

Many authors believe that incubators also contribute to reducing the risk of corporate failure (Klostermann - Kraus,
2010). They are also recognized as one of the start-up companies’ main sponsors (Smilor - Gill, 1986), attributing a
network mediation role between incubated and surrounding environment (Bergek - Norrman, 2008). In many cases,
we encounter start-up success stories, but most start-ups are unable to take full advantage of their potential. Founders
often lack the managerial skills or the resources to make their innovations viable (Bgllingtoft - Ulhgi, 2005). This niche
was filled by business incubators with providing a supportive environment for new businesses. In addition to financial
support, incubators also provide additional services to the business, such as networking and entrepreneurial support,
which differentiate the incubator concept from a simple start-up investor (Carayannis - Von Zedtwitz, 2005). The literature
differentiate four types of incubator such as for-profit, non-profit, university and corporate private incubators from
different aspects (Kuratko — LaFollette, 1987; Allen — McCluskey, 1990; Grimaldi — Grandi, 2005) The business incubator
typology is one approach of mechanism of the business incubators and the business incubation models are also in the
middle of the business incubation research that is introduced in the following section.

2.1. Business incubation process and models

The business incubation models and the process itself influence the activity of incubators as well as incubatees and this
complex structure should be analyzed to ensure the effective and efficient management and value creation.

There are several examples of modeling business incubation in the literature (Campbell et al., 1985; Smilor, 1987; Nowak
- Grantham, 2000; Lalkaka, 2000; Bergek-Norman, 2008). They follow different aspects and show diverse specifications
of the business incubation process. The business incubation models are differently specified and some of them illustrate
the whole business incubation process, while others highlight only some parts of the process, not going into details. From
another point of view several models focus on the structure of the business model (Smilor, 1987; Nowak - Grantham, 2000),
others put the emphasis on the process of the model (Campbell et al., 1985; Lalkaka, 2000; Hacket — Dilts, 2004; Bergek —
Norrman, 2008). In my paper, | show three incubation models. At first, the process-oriented model of Campbell et al. (1985)
is reviewed because it is the baseline of the other two analyzed business incubation models. After that, they are followed
by Smilor’s (1987)’s structural model and finally Hackett — Dilts’s (2004) model because of its real option focus.

Campbell et al. (1985) created the first business incubation process model that supports the transformation of ideas and
proposals into a viable company through various activities in the business incubator. The model describes four value-creating
activities that can contribute to the performance of participating companies. Value-creating activities include assessing
business needs, selection and monitored the application of business services, funding, and access to the incubator social
network. The disadvantage of the model can be that it does not take into account the lack of skills of potential entrepreneurs
and environmental constraints, which may come to the fore during the incubation process and prevent the creation of a
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viable business (Moreira - Carvalho, 2012; Ayatse, et al., 2017). It also does not include the criteria required for participation
in the incubation process (Moreira - Carvalho, 2012). To eliminate the problem of selection, Merrifield (1987) established a
set of criteria based on the three issues to be decided, which tried to filter out potential businesses in a simple way. In the
subsequent literature, Bergek - Norrman (2008) distinguishes two important variables that are necessary for a successful
business: the business idea and the entrepreneur when applying the selection strategy.

Smilor (1987) extended the Campbell model, which already includes an external approach. In his incubator model, he
looked at the process as a system that provides the incubation of the new company, structure and credibility, and key
resources to the incubatees. Besides internal support systems join to the private sector, to universities, to government
and non-profit organizations appears in the model as a value-creating activity, which, according to Smilor (1987), shows
the incubator as a transformation mechanism. The aim of these two support systems for businesses is to become
companies that generate profits, contribute to economic development, create jobs and successful products through the
incubator. External factors were also emphasized by Bergek - Norrman (2008), who also incorporated mediation in the
process as a way to connect the external environment with the incubation. Hackett - Dilts (2004b) also developed the
model of Campbell (1985) in their holistic incubation model. Their approach also focuses on the results applying the so-
called “black box” approach. The “black box” reveals the features seen by external observers but ignores internal details.

The incubation process starts with the selection of candidates, followed by a checking phase and supporting resources until
they go through the various stages of development (Moreira - Carvalho, 2012; Ayatse, et al., 2017). During the analysis,
the incubation process model is traced back to the incubators’ aims. According to Aernoudt (2004), the main purpose of
incubation is to create successful companies that leave the incubator as viable economic actors standing on their own feet
within a reasonable time. The purpose of the incubator is to formulate the output requirement expected by the incubators.

The incubation model that is shown in Figure 1 is intended to illustrate the business incubation process that starts with
the analysis of the potential incubatees in the so-called pre-incubation phase. Then the incubation process is presented,
in which inputs are collected that are involved in the incubation process and help the incubatees to reach the post-
incubation phase. In the next chapter, the real option theory and the different types of real options are applied to
analyze the different stages of the incubation process, which looks at the incubator as a set of projects.

Figure 1. Business incubation process model

Incubation Post-incubation

Pre-incubation

Source: own construction

The pre-incubator does not only appear as a phase of the process but, according to the literature, appears as a facility
that offers an opportunity for early-stage start-up companies that did not formulate their business plan yet to set up a
prototype development and an entrepreneurial team. The difference between a pre-incubation incubator and a business
incubator is determined by the level of development of the incubated business. The business incubator has already
established a service for start-up companies that are still in their early stages (Kirby, 2004). According to Deutschmann
(2007), the similarity between the pre-incubator and the business incubator is providing the participants physical
infrastructure, consultation, and training, but the difference is that the participants of the business pre-incubator are in
the planning phase and are offered free services.

Colombo - Delmastro (2002) pointed out that the process of selecting incubatees influences the quality of candidates. It
was found that the selection of the candidates on the basis of their educational attainment and previous work experience
attracted companies into Italian science parks with better human capital compared to other companies.

Pre-incubation support helps to strengthen the business plan, business model and team before a company enters
the incubation process. Pre-incubation programs also serve as a filter for the selection process of incubators and help
entrepreneurs to reduce risk and make an informed decision to start a new business and prevent future failure (CIE, 2014).
The pre-incubation phase begins with an innovative idea and the business incubator analyzes, evaluates and filters these
ideas in order to proactively identify potential entrepreneurs (Zhang et al., 2014). At this stage, managerial skills, desirable
goals, financing, the business idea, the recognized opportunities, and the available technology are at the forefront.

After successful selection, the start-up company will get into the incubation process and it will have recourse to different
services. These services include physical infrastructure, facilitation-based services, participation in training, business
consulting, administrative services, access to financial support and access to the incubator’s expert network. Eventually,
through these services, business incubator can transform a business proposal into a successful and viable enterprise.
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In the post-incubation phase, the incubator determines specific output requirements and, on this basis, it evaluates
the results achieved during the incubation process, i.e. the possible marketability and success of the ideas and young
enterprises. According to some literature sources, the output requirements of the post-incubation phase include
profitability; economic development, contribution to the development of the region; job creation; product success;
visible and viable business; industry competitiveness; global networks and product / process development (Wiggins
- Gibson, 2003; Stephens - Onofrei, 2012). According to Virtanen - Kiuru (2013) the selection process (pre-incubation)
should also be taken into consideration in the analysis of the performance in the post-incubation phase since those
enterprises that were expected to grow in the future tend to perform well after the development process.

It is important to emphasize that the post-incubation phase is not part of business incubation, it would rather mean
a range of services provided by the incubator, such as monitoring, access to mass production, managerial capacity
expansion and the possibility of network development (Kusuma et al., 2015).

The business incubation process models help the business incubator and its stakeholders to understand the complex process
and to identify the value-creating activities but in my opinion, they do not put emphasis on the optimal order or timing of
different services. Considering flexibility can indicate a better way of service utilization and business development. With real
option theory, the incubator and its participants can also exploit the embedded uncertainty of the business incubation process.

3. THE REAL OPTION THEORY

When defining real options it is important to clarify what we mean by ‘option’ and by ‘real’. The option means in this
context more than a simple alternative or possibility. The real option is a right, but not an obligation, to buy or sell the
underlying asset for a prescribed price at a predetermined time (Copeland - Antikarov, 2001). The term “real option”
was used at first by Myers (1977), who geared the corporate value to the company’s investment strategy, and for that,
he differentiated two groups: the real assets and the real options. He called the market values irrespectively of the
company’s investment strategy real assets, and those kinds of options that enable them to obtain real assets under
favorable conditions real options. According to Kogut and Kulatilaka (2001), “the real option is an investment in physical
assets, human resources and organizational capabilities, which provides an opportunity to respond to possible future
events.” (Kogut - Kulatilaka 2001, p. 3). In this definition, the authors emphasize the value creation ability of real options
alongside investment opportunities. This definition suggests that certain real options are specific for the company since
both human resources and organizational capabilities bring the uniqueness of the company to the fore.

Real option theory deals with the management of uncertainty through the challenges of today’s economic environment
and the rapidly changing business environment (Dixit - Pindyck, 1994). In the world of real options, uncertainty has a
value in terms of managerial skills (Boyer et al., 2003). Many strategic investments create new, feasible options that
can be seen as a combination of a cash flow series and an option set (Amram - Kulatilaka, 1999). When discussing real
options, one has to start with recognizing that the future investment decision is characterized by asymmetry, because it
only happens if it is favorable for the decision-maker.

The right embodied in the option can be created in different ways, like with contracts, such as patents, or with preferential access
to investment opportunities, for example through equity investment. Rights can be created also based on company-specific
knowledge, for example through a learning by doing process or through research and development. Optional decision-making
asymmetry including the right to act without obligation appears also in company outputs in the presence of uncertainty. For
example, the owner of an option to buy an investment can access top-side options, upholding the buy-in or upside potential,
while limiting the downside losses without enforcing the downside loss option at a disadvantage (Trigeorgis - Reuer, 2017).

Unlike the traditional view that insecurity retains investments, according to the real option theory decision-makers
respond proactively to uncertainty. Real options specifically allow companies to delay or change future investment
decisions when market conditions change, enable the company to limit losses and seek benefits in the event of positive
developments resulting from uncertainty (Bowman - Hurry, 1993; McGrath, 1997, Trigeorgis, 1996). In the case of
uncertainty, the inherent managerial deliberation and the resulting asymmetry in corporate payouts move the option
value, lower downside losses, and improve corporate performance.

The basic assumption of real option theory is that the future uncertainty of corporate risk or corporate return will
influence investment decisions in strategic assets. Greater uncertainty encourages the company to create more options
that provide flexible solutions or time-shift potential for the company (Bhattacharya et al., 2014).

The critical factor in the application of real options is information security, which is a unique feature of the related markets.
Dynamic effects, often unforeseen events and conditions characterize the market of information security (Petratos, 2008).
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The real option theory has appeared in different areas of management and decision-making, and the focus has shifted
from a clean assessment process to decision-making and optimization. The purpose of applying the real option approach
is to create value in corporate decision-making by capturing the full value of company potential (Boyer et al., 2003).
Investments discussed in the real option approach are related to sequential investment decisions (Dixit - Pindyck, 1994).
In the literature, we can see a number of sectors and areas where real option theory is applied, such as natural resources,
research and development, and information technology. In contrast, there are only a few cases where the business
incubation process and start-up companies were at the center of real option analysis.

3.1. Typology of real options

Many real option typologies can be found in the literature (Trigeorgis, 1996; Copeland - Keenan, 1998; Amram - Kulatilaka,
1999; Amram - Kulatilaka, 1999; Hommel - Pritsch (1999); De Neufville, 2004) and | would highlight Trigeorgis’s (1996)
categorization as a basis for several subsequent typologies, which distinguishes option to defer, staged investment
options, option to alter, option to switch, growth options, option to abandon, multiple interacting options.

The value of the option to defer arises from providing the opportunity to shift the investment decision over time in order to
obtain additional information that can correct or reduce the existing uncertainty. The option to abandon is the abandonment
of a whole or a part of the project, the final rejection of the investment if the market situation becomes less favorable (Rdzsa,
2004). Some options can be applied in case of persistent or significant improvement or deterioration in market conditions. The
option to expand may mean expanding the capacity of the project or extending key competencies to new products, services,
distribution channels. Option to expand may be valuable in industries where the volatility of market demand is high. It is common
in natural resources, consumer goods, and facilitation planning. As for the option to contract the flexibility lies in that capacity or
its focus can be reduced in adverse market conditions. In the case of a staged investment option investments or decision-making
are carried out in stages, which may reduce the existence of upside potential, but protects against downside risks. Each stage
of the project will be evaluated afterward, and the management of the company can decide posteriorly on the continuation or
rejection of the project. The staging option can be evaluated as a multiple interacting option. Staging options are in R&D intensive
industries such as biotechnology, the pharmaceutical industry, and capital intensive industries that require high uncertainty and
long-term development, such as power generation plants and venture capital financing (Scialdone, 2007).

The growth option allows keeping early-stage investments open for future growth opportunities. The growth option is
similar to the option to expand, but the difference between the two lies in the position within the corporate strategy.
Growth options provide project-wide flexibility, while the option to expand and staged investment options appear as
an option within the project. Growth options are found in all industries, typically in the case of infrastructure-based
high-return projects, such as R&D and strategic acquisitions (Scialdone, 2007). Shut down and restart options can
be considered as insurance options, so that management can decide to stop production under unfavorable market
conditions, but does not rule out the possibility of rebooting (Csapi, 2018). Multiply interacting options include the
combinations of the above described. These options can be independent of each other but can also be in close contact.
In this case, the option value is also embedded in the underlying asset (Takacs, 2008).

4. THE APPLICATION OF REAL OPTION THEORY IN THE BUSINESS INCUBATION PROCESS

The activities of incubators are comparable to investment projects of companies that operate in a dynamic market
environment. Companies can also have a project portfolio with a high degree of uncertainty, which may at the same time
contribute to the company’s value creation (Kuratko - LaFollette, 1987). Dimpfel et al. (2002) suggest that real options
can be applied in case of flexibility, uncertainty, and irreversibility. According to Moreira - Carvalho (2012), there are
two questions about Hackett - Dilts (2004b) incubation model that the real option theory answers: which factors should
be taken into account when selecting possible incubatees and whether predefined criteria contribute to the economic
results of incubation? According to Hackett - Dilts (2004b), the incubator’s performance depends on the incubator’s
ability to create options and the selection performance typifies the capacity of the incubator.

Consequently, the operation of incubators is in line with the methodology of the real option theory. Therefore identifying
and applying real options can also have great potential for incubators.

As mentioned above real options are valuable in case of a high degree of uncertainty, which clearly shows that it is the
most significant in the first stage of the corporate life cycle (Kuratko - LaFollette, 1987). Selecting companies with high
growth potential are already in itself an uncertain process (Dee, 2011).
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The business incubation process through the lens of real option theory defines the incubator as an enterprise that creates
real options through the systematic selection of new, young businesses for entering the incubator, and then exercises
these real options in the course of controlling and mentoring these incubatees at different stages of development
while providing resources to them. Each decision node in the incubation process modifies the chance to the survival of
the incubatees, depending on how the option was exercised (Hackett, 2004). This approach of the incubation process
resembles sequential processes, which are common in pharmaceutical and venture capital investments. In the business
incubation process, stages should also be used to determine certain decision nodes.

The first decision node evolves at the selection of potential participants. An option arises whether to involve a company
in the incubation process or not. The previously defined variables can be used to examine the option. Once a company
gets in the decision-making process, the idea or business moves through a series of stages. Each decision point should
cohere to the output requirements so that the final decision stage could end in market launch or rejection.

The real option theory, like other theories, does not take full account of the process-oriented nature of incubation. For
that reason, the “black box” approach of incubators was developed (Ahmad, 2014). Many authors, such as Bergek -
Norrman (2008) reject black-box incubation models that focus exclusively on results. In addition, the mediation capacity
in their incubation process model appears as a way to put incubatees on the market, which is also necessary to reduce
uncertainty.

Based on the business incubation process model presented in the previous chapter, the types of real options are identified
inherent in the business incubation process that could be exercised by the incubator (Figure 2). The complete business
incubation process can be interpreted as a staging option in which the business incubator can decide to continue or to
reject the project after the completion of each stage.

Figure 2. Real options in the business incubation process
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Source: own construction

In the pre-incubation phase, companies are selected for the incubation process, the incubator has to decide on the
incubation or rejection of the given business based on the available information and the selection criteria. In some
cases the incubator can use an option to defer, i.e. postpone decision making, thereby reducing the risk of making a
decision based on incomplete information and thus by chance suffer loss. Entry into the incubation process may include
a strategic growth opportunity for the company, a growth option that can be the starting point for projects and future
growth opportunities. Furthermore, when analyzing entry into the business incubator, under unfavorable circumstances
it can decide to reject the project, to exercise the option to abandon.

During the business incubation process, the various services and facilities include options to defer, discard options,
which can be exercised at each decision node. The use of services that support the development of a particular business
idea depends on the advancement or needs of the incubatee. Real options are available to the incubatees as well, they
can also choose from the services offered to them, and to decide to exercise, reject or even postpone these options.
Nevertheless, it is also possible to use staging options that provide decision flexibility after each stage of the business
incubation process. In the business incubation stage, real options may appear that offer the incubatees the opportunity
also to contract/expand or grow. With response to market demand, they can stop projects and then reactivate them in
case of favorable conditions or even decide to expand or contract them.
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In the post-incubation phase similar real options, that were mentioned in the incubation process, can be identified,
exercised or rejected as well. In addition to evaluating the outputs as for the incubator staging options and options to
defer may emerge.

5. ANALYSIS OF THE HUNGARIAN BUSINESS INCUBATORS BUSINESS INCUBATION PROCESS

In this study, | examined the activities of Hungarian incubators with the help of secondary research. With collecting
information available also to potential participants my aim was to get a comprehensive view of the business incubation
process of the Hungarian incubators, primarily focusing on selection and offered services. | analyzed eight business
incubation programs based on the information disclosed on their websites. | would have liked to involve such business
incubators in the analysis that are currently accepting candidates, offering complex service portfolios, funding and social
network for their participants. The information provided on the websites is different in point of quality and quantity, but
this can be related to the size and experience of the business incubator.

Similarly to other countries, more and more business incubators and accelerators have been established in the past
few years in Hungary due to the growing number of startups and state subsidies. Significant growth has been observed
across the country for both for-profits, non-profit and university incubators. In addition to business incubators, potential
entrepreneurs can already apply for incubation and accelerator programs offered by banks as well (e.g. OTP Bank Startup
Program, MKB Fintechlab, Start it @K&H).

Most of the selected incubators are specialized in one or a few industries. The most common areas are the IT sector,
infocommunications, and life sciences but there are business incubators with general focus as well. If we examine the
geographical focus, almost all incubators designate a target market (international market or/and domestic market) and
we can find business, non-profit and university incubators not only in Budapest but in many other cities of the country
(e.g. Szeged, Debrecen, Gydr, Miskolc, Pécs). All of the analyzed business incubators have a capital investor background,
and some incubators are able to provide startup related state funds to their supported project. Generally, each incubator
accepts 10-20 projects a year. In addition, several business incubators have a connection with university incubators that
also can contribute to the development.

In the case of the Hungarian incubators, we can differentiate three groups based on their strategic direction according to
BDO (2014) report. The first group of incubators selects their participants with lengthy, multiple round selection process
because with this method they want to ensure that successful companies leave the business incubator at the end of the
incubation process. Business incubators belonging to the second group are looking for motivated potential participants
with high growth potential, in this case, a broad spectrum of knowledge and social network is typical. The third group
builds on the potential of the project and personal contact significantly matters by the admission to the incubator.
Therefore the selection is less formalized and confidence is much more important.

According to the secondary research the business incubators select projects in a multi-stage process that starts with filling
out an application form or handing in a one-pager and that is followed by interviews and presentations. The selection
takes a few weeks, but it is more common to reach an agreement in 2-3 months. The project evaluation criteria include
generally the existing team and professional background, motivation, product or service competitiveness, business
model, project scheduling, milestones, business plan, and resource requirements. If the project meets the minimum
requirements set by the business incubator, the project owner can enter into the business incubation program, where
one of the first steps is to prepare a business incubation plan that includes goals, operational tasks, customized services,
project schedule, milestones, financial plan and conditions for capital investments and depending on the business
concept and its maturity the services chosen by the participants. In the case of an analyzed incubator, even a change
of plan can be requested by the participants. According to BDO (2014), the team and its preparedness are much more
important than the idea itself and motivation plays a major role in the selection process.

The services offered by the business incubators are different and vary from each other but mentoring, funding, social
networking and providing infrastructure are common. In addition, business modeling, back-office services, participation
in educational programs, training and workshops, investments and financial consultancy and coaching are also available
in certain incubation programs.

As for a summary of business incubators in Hungary are conducting a well-considered selection process and offering
a wide range of services to participants that support the development of the business concept. They could be more
interesting to applicants if they provided more information about their incubation process and the relation between
their output requirements and the selection process.
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6. CONCLUSION

Business incubation is one of the most important mechanisms to help supporting start-up companies to survival and
growth in the competitive business environment. There is a growing interest in business incubators among start-ups due
to their promise of high growth potential and opportunity for success. The successful business incubation process can lead
to well-performing start-up companies that can react to the market demand and manage the challenges of the rapidly
changing business environment. Through the analysis of the business incubation process (and in the pre-incubation stage),
the participants can identify their business strengths and weaknesses and find the appropriate services that can contribute
to business development.

The real option approach can help to identify the main decision points and challenges of start-up businesses. In my study,
| tried to identify the real options that can be found in each stage of the business incubation process, how they can be
exercised or rejected by both the incubator and the incubatees in order to give an adequate response to the progress
opportunities at decision nodes. The topic has many further analytical opportunities, including qualitative assessment, the
possibility of quantitative analysis, its applicability through practical examples, and its ability to create value through the
processes of business incubators. In my future research, | would also like to identify the value-added activities with the help

of primer research from the perspective of real option theory.
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ANALIZA POSLOVNE INKUBACIJE POMOCU TEORIJE STVARNIH OPCLJA

SAZETAK

Evaluacija startup poduzeca, tj. poduzeca u razvoju mora poceti s analizom procesa poslovne inkubacije. Poslovna
(poduzetnicka) inkubacija sadrzi potencijal za implementiranjem stvarnih opcija koje podrzavaju identifikaciju i
iskoristavanje mogudih novih poslovanja i moze biti novi izvor uspjeha startup poduzeéa. Inkubatora se moze opisati
kao poduzetnicku tvrtku koja kreira stvarne opcije putem selekcije novih, mladih poduzeéa i poduzeéa u nastajanju i
moze upotrebljavati te stvarne opcije putem pracenja i poducavanja sudionika tijekom raznih faza razvoja. Aktivnosti
potpore u poslovanju od strane poslovnih inkubatora se mogu usporediti s realizacijom investicijskih projekata koji su
okarakterizirani visokim stupnjem nesigurnosti i fleksibilnosti donosenja odluka, koje poduzimaju poduzeca koja djeluju
u dinamickom trziSnom okruzenju. Ciljevi ovog ¢lanka su sistematicki razmotriti i procijeniti literaturu o poslovnoj
inkubaciji i njenom procesu, kao i doéi do stvarnih opcija koje generiraju stvaranje vrijednosti i vecu efikasnost pomocu
istraZivanja i analize aktivnosti, programa i inkubacijskog procesa odabranih Madarskih inkubatora.

KLJUENE RUIJECI: teorija stvarnih opcija, poslovna inkubacija, fleksibilnost, nesigurnost.
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