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THE ROUTE TO SUCCESSP.

Start-ups need specialised information and
support if they are to nd their way to success.
But i360’s Kamal Hassan believes that, unless
they are structured to teach entrepreneurs

how to build innovative businesses that o er

di erentiated products and services, the region’s
nascent business incubators will not help them
reach this vital goal.
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Start-ups need specialised information and
support if they are to find their way to success.
1360’s Kamal Hassan argues the case for

business incubators that go beyond the basics.

ike art, innovation requires

creativity. However, the

process of creating a work of

art is different than creating an

innovation. An artist can sit at a
canvas and make something beautiful, or at
least unique. It doesn’t have to be technically
good or make the artist famous. It just has to
fulfill the artist’s vision.

Innovation, on the other hand, requires
that the end result meet certain criteria. Real
innovation must solve a problem, create new
value, work better than other solutions and
be affordable to produce (we’re talking about
innovation, not invention. Inventions can afford
to be merely clever or creative, with a bit of
problem-solving thrown in; innovation cannot).

None of this is meant to disparage
artists or inventors, only to remind us that
innovation must go beyond creativity to be
successful. In a similar vein, businesses must
go beyond the ‘basics’ to be successful in the
long-term. A business becomes economically
viable because it offers better or more
affordable solutions than the competition, and
also creates new value. The most successful
companies in the world — Apple, Facebook,
Coca-Cola, GE, BMW, to name a few — are
also world class innovators.

In Qatar, and the Gulf region as a whole,
we have a passion for business. Statistics
show there is one company here for every 25
residents. This means lots of small to medium
sized enterprises (SMEs), and lots of people
going into business for themselves.

Along with this trend, it’s not surprising
to see business incubators popping up all
over the place. From the Qatar Science and
Technology Park (QSTP) to Ibtikar in Abu
Dhabi, there are dozens of incubators set
up to help entrepreneurs understand how to
start and run a business. It’s not a bad thing
at all, to teach the basics of business. What
concerns me, however, is the assumption
that this influx of incubators will somehow
increase the region’s innovation capabilities.
I don’t believe it will unless we structure
them correctly, and teach entrepreneurs how
to build innovative businesses that offer
differentiated products and services.

WHY BUSINESS INCUBATORS
FALL SHORT

There are many reasons that start-ups
and entrepreneurs struggle to survive in
this region — access to capital, bureaucracy,
lack of business education. Many business
incubators are designed to help start-ups
overcome these specific challenges. However,
without taking steps to ensure their clients add
real and sustainable value to the region, they
are only doing half the job.

Another challenge in the Gulf, which
most incubators have not addressed, is the
lack of market research. In other parts of
the world, innovators have complete access
to data on business and societal needs —
information that spawns ideas that, with
the help of business incubators, turn into
innovative solutions.

In the Gulf, lack of research on business and

social needs means that many entrepreneurs go
into business without specific goals in mind.
This results in the ‘falafel shop syndrome’,
as I call it, where every business looks like
every other one. There is no differentiation,
which leaves businesses at the mercy of fickle
consumers and commoditisation. There is also a
lack of specialisation, which means many needs
go unanswered.

A recent Booz and Company survey
found that the most innovative companies in
the world are inspired by either technology
or needs. Those who use needs to drive
their innovations look for unmet customer
or market expectations, and find ways to
fulfill them. This is a focused approach to
innovation, and one that has proven to lead to
long-term business success.

TECHNOLOGY PARKS ARE
NOT INCUBATORS

Another key point we need to make in this
region is the distinction between a start-up
business incubator and a technology park (the
terms are often used interchangeably here,
but they are not the same). First, incubators



are dedicated to small, early stage companies;
technology parks typically house companies
of various sizes and maturity, and even
government and research facilities.

Second, incubators are designed to provide
a temporary space for new businesses;
technology parks boast more long-term
projects and participants. The technology
park business model is to host (lease offices)
for big research and development (R&D) and
technology companies as long as possible.

Incubators, on the other hand, are meant
to provide support for start-ups for a certain
period of time before pushing them toward
the door, which supports the incubator
business model of keeping new businesses,
and revenue, coming in. Much like a
premature baby grows and gets stronger in
a newborn incubator, the point of a business
incubator is to make a new business strong
enough to leave the incubator and survive in
the ‘real’ world.

Technology parks, such as QSTP in Doha,
play a key role in inspiring innovation and
supporting regional R&D. But technology
is not the only area that can benefit from
innovation. Every new business — regardless

of industry or size — should

be asking, “How does our
product/service create new
value?” And incubators should
be helping them answer this
question — and then kindly
showing them to the door.

SPECIALISED
INCUBATORS WILL
SPUR INNOVATION
Here is where incubators
in the Gulf can take a
different approach. In
addition to providing the
basic business knowledge
and general support that
start-ups need, if each
incubator focused on a
specific niche — business,
social or environmental — it
would add much-needed
direction to the process.
Such specialised incubators
could conduct scientific and
market research in their niche, and provide
complete transparency and opportunities
for entrepreneurs to come up with ideas that
solve specific problems.

For example, what if we had an incubator
that focused on water shortage issues? One
problem this incubator could tackle is the
amount of water it takes to grow the beans
for only one cup of coffee — 140 litres!
Coffee consumes two percent of the world’s
water, yet the answer may not be to cut
coffee consumption, but to decrease the
amount of water needed to produce coffee
beans. Imagine the innovative solutions that
could be developed by an incubator full of
entrepreneurs focused this problem.

By creating incubators that work with
entrepreneurs on the front end of innovation,
sharing research and information so that
problems can be addressed in the open, we
not only create innovative businesses, but
also contribute to the welfare of society.

To make such an approach feasible, we
also need to address a few other areas.

One, incubators need staff appropriate
for the niche they are in. Depending on
the focus, this could include scientists and
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engineers, teachers and educational experts,
manufacturing and supply chain leaders —
whomever fits the needs of the specialised
incubator. Office support staff, including
business development and marketing, may also
need specific expertise. An incubator that tries
to specialise without recruiting specialised talent
will not provide adequate support for the start-
ups there.

Two, the approach to incubator funding
needs to change. Instead of giving money
to start-ups and letting them decide how to
spend it, incubators need to hand-hold new
businesses to help them spend it wisely. Too
many new businesses make mistakes in this
area, investing in costly research without
projecting return on investment, or approving
expensive marketing campaigns to outdo the
competition. It’s the incubator’s job, as an
experienced business advisor, to keep start-
ups from making such financial blunders, and
instead use their funding to acquire the talent
and infrastructure needed to support the start-
up once it leaves the incubator.

Three, start-ups need to have exit plans
and incubators need to encourage start-
ups to leave the nest. An incubator’s profit
typically comes from start-ups exiting the
incubator through a sale — a merger into a bigger
company, an acquisition by a private equity or
venture capital fund, etcetera — or through a
public offering (listing the business on the stock
market). Without a solid plan for incubators to
profit from their investments in start-ups, many
incubators will fail, and those that stick around
will become money pits. Yes, the venture capital
and private equity market in the region is small,
but there are many companies from outside the
region who would likely invest in our start-ups —
if they were truly innovative.

In my opinion, we have enough general
business incubators in the Middle East. What
we need now are specialised incubators that
work with entrepreneurs to create new value
for business and society. Incubators can foster
innovation if we structure them correctly
and incubate real innovation instead of just
another falafel shop. M

Kamal Hassan is the president and chief
executive officer of Middle East innovation
culture company, Innovation 360 Institute.
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