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Task 2.2
JIIS' Study of the entire Israeli Incubation Program- Summary
In accordance with activity 1.5 Task 2.2 of the DOW the JIIS has conducted a study evaluating the level of awareness of Israeli SMEs to different support measures that are provided by both the EU and the Israeli government. In particular, the study evaluated the exposure to and the use of the EEN tool by the Israeli start-up industry. The Israeli Technological Incubators Program was established as part of the immigrant absorption from the Soviet Union during the Nineties.. It was a common perception that a large portion of the immigrants included engineers and other professionals with scientific knowledge and sometimes unique abilities, which due to a variety of difficulties concerning their absorption in a new country, lack of relevant workplaces and lack of entrepreneurial skills could not be utilized. Language barriers and unfamiliar business environment are two examples of imperfections which impeded the implementation of their abilities. 
In order to provide the talanted immigrants with a supportive environment, the Israeli government set up the Incubator program in 1992. During the following years, the incubator program was seen as a significant player in supporting and encouraging not only immigrant but a variety of young entrepreneurs who wished to build an initiative technology-based firm. During the years the Incubator program became an important instrument in promoting and developing new start-up companies. In some particular fields, such as Biotechnology and Cleantech, more than 30% of the Israeli ventures started their life within an incubator.  
The Israeli Incubator program is mainly focused on supporting technological developments. Formally it is named "The Israeli Technological Incubator program". Therefore, their impact on the business dimensions of the firms' performance is highly in question. Some even argue that the Israely Incubation model succeeds in creating numerous technological breakthroughs that have failed in the markets.  Clearly, the use of the EEN tool could provide a meaningful tool to support the marketing and networking needs of theses companies as well as exposing them to essential complementary assets and technologies.
In line with the task described in the DOW to assess the exposure of Israeli firms to different public, EU and Israeli support measurements and particularly the EEN, the research objective of this study  was: a) to evaluate the Incubator's impact on different business aspects; b) to assess the level to which these companies can benefit from different international support tools and especially the EEN; and c) to assess the level to which incubator companies are aware of these different international support programs and especially the EEN. 
Methodology

The research combined quantitative and qualitative approaches. The quantitative part included a sample survey of 108 incubator companies' managers and special analyses of: a) the database of the Incubators administration; and b) the IVC database (Israel Venture Capital) which includes detailed data on all the Israeli companies that started their life in an incubator. In addition data regarding incubator companies that are using the EEN was collected from Matimop (the Israeli NPC). Quantitative data of companies not participating in the incubator program was also collected to allow comparisons between the two groups. The qualitative part included in-depth interviews with 56 companies and a discussion panel with three incubator managers. All the companies in this study were companies who graduated from incubators (and not companies who are still incubated).

Key Results:
The below map provides an overview of the spatial distribution of the technological incubator in Israel. The incubator program was initially set up as a tool to provide geographically wide services covering big cities as well as the periphery. Indeed, as can be seen, incubators are spread from the north of the country to the mid-south. Concentration of incubators can be seen in the north. By 2010 we see a total of 21 incubators in operation supporting some 150 companies at any given moment. In total, since 1992, more than 1,000 companies  received support from the program.
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As shown in diagram 1, most Israeli companies that originated in an incubator between 2001 and 2005 were Life Science companies (48%). The second largest sector represented within the incubators is the CleanTech sector, with 17% of all companies. In contrast, a mere 1% of all companies that originated in the incubators are from the Internet sector. This figure reflects the market in Israel during those days and the fact that Internet companies were more likely to attract investors than companies in other sectors. One of the findings in the study points to the importance of the program for sectors that are less likely to attract investors and that have more difficulties in finding either local or international strategic partners. 
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As seen in diagram 2, the Israeli Technological Incubators Program is of tremendous importance for the Cleantech and Life Sciences sectors in Israel with close to 40% and 30%, respectively, of all firms in those sectors originating in the incubator program.
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These figures are extremely high and indicate that these sectors sustainability without the program is highly questionable. Aside from Cleantech and Life Sciences, the program also influenced other parts of Israel’s economy, namely the semiconductors sector, with more than 9% of all firms in the sector originating within an incubator. Israel’s high-tech capabilities are closely linked with the program. Therefore it is of high importance that the program continues to serve the Israeli economy and that entrepreneurs are able to make the best of the available tools. 

The following table represent the needs of companies (right after they graduate from the incubator) in different fields:



Table 1: satisfaction from Incubators’ service
	Required Contribution
	Mark

	Financial Support
	very high

	Marketing
	very high

	Link to Financial Sources
	very high

	Link to International Partners
	very high

	Links with Firms
	high

	Links between Professional Labor
	high

	Links to Strategic Partners
	high

	Support in Managing the Project
	high

	Professional Knowledge
	high

	Intellectual Property Protection
	high

	Legal Advice
	high

	Strategic Consultancy
	high

	Information on Market Trends
	high

	Links to Suppliers
	low

	Training
	low

	Suitable Building 
	low

	Recruitment of Labor
	low


The table explores that incubator companies reflect a high to very high need in several dimensions that could potentially be answered by different bi-lateral programs and specifically by the EEN. Issues of marketing and links to international partners received very high ranking. Further more, the study found very limited influence of the incubators to the networking process. This finding is especially worrysome since the study showed that entrepreneurs who make use of the incubators’ have lower level of social capital and managerial experience (in comparison to other entrepreneurs). On the other hand, participating in programs supporting R&D cooperation was found to have a significant contribution to the firm’s network. Possibly, the contribution of such programs is both direct, due to the creation of immediate links with the research partners, and indirect, through the experience gained in managing relationships with external partners. The results of the study strengthen the need to rethink the mechanisms by which the incubator program can provide the support needed by the companies in their marketing and networking needs and especially in exposing them to international collaborative programs as well as to specific mechanisms such as the EEN who can contribute both to their marketing efforts as well as to their ability to form beneficial networks.
It is always important to remember that the final objective of the EEN as well as of most R&D support program (including the incubator program) is to create or enable successful new businesses rather than only achieving technological success. . 
During the research, personal in-depth interviews with firms' directors were conducted. The directors indicated the following: 
· The incubators were successful in supporting the technological aspects, but they failed in providing business support, and consequently, the ability to create an effective business networking was based solely on the directors' personal relationships.
· Managers were relatively familiar with Israeli support mechanisms, but were relatively unfamiliar with the bilateral and European supportive projects. Only few of the companies we interviewed had practical experience in that type of activity. Additionally, the most salient finding was their lack of recognition of the EEN (only 4 directors knew about the EEN). None of them participitated in the EEN Portal. 

On the incubator directors' panel, the incubators' directors emphasized the difficulties regarding providing support to business aspect of the firms' development (such as marketing and networking) which are due to the technological "bias" of the program. Regarding the EEN, they claimed there was no demand from the government to use the EEN or participate in its portal.  In general, the involvement of the incubators' managers in advancing international R&D collaboration using bi-lateral programs (such as Eureka or the FP) was much limited. 
Summary of Policy Recommendations

Based on the above discussions and the evaluation of the quantitative data, several policy recommendations were formulated. These recommendations are only preliminary and further research needs to be carried out. Part of this research is planned to be conducted at this stage of the EEN project . In light of the importance of the Technological Incubators Program to the Israeli economy and the potential of Israeli-European cooperation in advancing further business, we believe that a follow up study will greatly be contributive.

Policy recommendations:

1. The integration of enterprises with-in the EEN and the European framework should be strengthened. Currently, enterprises are not using the available tools sufficiently. Cooperation with other European projects is lacking and enterprises do not fully utilize availably support schemes offered by the Ministry of Trade and Employment. An effort should be made to include participation structurally; meaning that enterprises that receive grants should be made to fill Technology Request forms and that any graduate enterprise will fill Technology Offer forms for a mandatory period. All enterprises within incubators and those that graduated should have access to the internal EEN network. 
2. The link between Incubators’ CEOs and European support schemes should be enhanced. The Technological Incubators Program offers technological oriented support. As a consequence, business support does not receive proper care. Local NPCs can highly contribute is this regard. Direct links between the incubator managers and Matimop (the Israeli the NPC) need to be formally formed.
3. The Technological Incubators Program can and should be used as a channel for distribution of the EEN in Israel. The high importance for the program to the Israeli economy, with a profound number of Clean-Tech and Bio-Tech companies originated in the program makes it clear candidate to disseminate the EEN services. This central scheme should be used to publicize the EEN’s potential for Israeli enterprises. Secondly, the fact that the program is supervised by public bodies makes it easy and cost-effective to use it as a channel for the distribution of such information. 
4. The Israeli Technological Incubators Program should include a specific function that carries periodical in-house evaluations. This will ensure that enterprises receive the best of care and that public funds are used efficiently. The study has found that constant review of the incubators hamper their ability to use their experience as they see fit and the professional advantage that incubators have over policy-maker is weakened in the process. Quarterly evaluations or other forms of periodical inspections would better serve both the incubatees and the public budget. 

5. Incubators’ CEO should be able to use their funds in a more flexible manner. An agreed amount (20 percent of the overall grant, for instance) can remain under the CEO’s personal discretion. Such budgetary flexibility would assist the incubator companies in developing the business dimensions of their firms including marketing of their technologies or purchase of already existing ones. 
Diagram 1 : % of firms created in incubators by sector)
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Diagram 2 : % of incubators graduates from total high-tech firms in Israel
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