STAKEHOLDER THEORY APPROACH TO TECHNOLOGY INCUBATORS



1. INTRODUCTION

Promoting business growth and innovation are important industrial policy aims in the Nordic countries. Technology business incubators (TBIs) are one of the measures advocated in this respect. The first incubator was set up in the United States fifty years ago, and ever since incubators have spread across the US and the rest of the world, being seen as a promising tool to promote entrepreneurship, innovation and growth (Hackett & Dilts, 2004). There are now at least 700–1000 incubators in Western Europe (Bhabra-Remedios and Cornelius, 2003). The number of incubators has also increased in the Nordic countries, and has reached about 100 in Finland (Koskenlinna, 2005) and about 80 in Norway (Rønning et al., 2009). 

Incubators have received extensive interest among researchers. Many studies deal with examining the impact of incubator programs, including assessing critical success factors and best practices (e.g. Colombo and Delmastro, 2002; Lindelöf and Löfsten, 2004; McAdam and McAdam, 2008; Mian, 1996; Schwartz and Hornych, 2008). The results have been inconclusive due to, for example, the different dependent variables. Studies have evaluated incubators along varying dimensions such as technology transfer, firm growth, firm performance, innovation, and regional revival. Incubators are shaped by their framework conditions, and are thus dependent on the particular context in which the incubator is established. Hence, there are various expectations of what incubators should achieve. A recent study suggests that incubators create value both by serving firms and by serving policy actors, arguing that managing client firms and policy actors simultaneously are the keys to success (Aaboen, 2009). 
Following Aaboen (2009), this study takes a stakeholder perspective to analyse the development of TBIs. Several stakeholders are involved in incubators and have different goals and expectations (Bruhat, 1996; Guy, 1996; Hogan, 1996; Sherman, 1999; Staton, 1996). In addition to client firms and governmental institutions, universities, venture capital firms, and large firms may be among the stakeholders influencing the goals and development of incubators. A stakeholder perspective allows us to take into account the external factors – or pressures – which influence the development of a TBI, and to analyse how the different factors form the incubator, taking into account that the stakeholder interests may change over time (Friedman and Miles, 2002; Mitchell et al., 1997). Further, a stakeholder perspective allows us to view the external factors from the incubator’s perspective. The focus is on how incubators manage the expectations of different stakeholders and the incentives they offer. Hence, our research question is: 
How do incubators manage and respond to demands from stakeholders, and how do stakeholder demands and expectations influence incubation in practice? 

2. A STAKEHOLDER THEORY APPROACH TO TBIs 

Stakeholder theory helps to understand the environment and the different constituents managers should satisfy in order to effectively manage the organisation. Stakeholder management theories are categorized into normative, descriptive and instrumental theories (Donaldson and Preston, 1995). Following the descriptive stakeholder theory, this study identifies stakeholders by their possession of one or more of the following attributes: their power to influence the firm, the legitimacy of the stakeholder’s relationship with the firm, and the urgency of the stakeholder’s claim on the firm (Mitchell, Angle and Wood, 1997). The combinations of these attributes form a stakeholder typology representing latent (1-3), expectant (4-6) and definitive (7) stakeholders (Mitchell et al., 1997). 

Power is conceptualized as the extent to which a party in a relationship can gain access to coercive, utilitarian or normative means to impose its will in the relationship. Legitimacy is defined as “a generalized perception or assumption that the actions of an entity are desirable, proper, or appropriate within some socially constructed system of norms, values, beliefs, and definitions” (Suchman, 1995, 574). Urgency is defined as the degree to which a stakeholder claims immediate attention (time sensitivity, criticality). The degree to which the stakeholder has power, legitimacy and urgency, defines the stakeholder’s influence on the organisation. Definite stakeholders are strong in all these aspects. Dependent stakeholders have a legitimate and urgent claim on the organisation but no power to influence the organisation. They depend on others, such as managers or other stakeholders for their power. Dangerous stakeholders have both power and urgency but no legitimate claim on the organisation, and thus could be sabotaging the organisation’s activities. Dominant stakeholders are both powerful and legitimate but have no urgent claims on the organisation. Demanding stakeholders have urgent claims on the organisation but no power or legitimacy to exercise their demands. Discretionary stakeholders possess a legitimate claim but no power or urgency. Dormant stakeholders possess power to impose their will, but lacking both legitimacy and urgency to their claim, remain dormant. (Ingenbleek and Immink, 2010; Mitchell et al., 1997). 

Power, legitimacy and urgency are dynamic variables (Friedman and Miles, 2002; Sachs and Maurer, 2009). So while the owners may represent the most salient stakeholder from the management perspective on the long term, the urgency of another stakeholder group’s claim may overrule those needs on a specific occasion (Reynolds et al., 2006). Further, stakeholder attributes are socially constructed; stakeholder influence on an incubator depends upon the extent to which the incubator’s management perceive them as powerful, legitimate and urgent (Friedman and Miles, 2002; Mitchell et al., 1997). Further, stakeholder relations should be seen as multiple bilateral relationships (Abzug and Webb, 1999) that are connected (Fassin, 2009; Frooman, 1999). Thus, the degree of interaction between the incubator and stakeholders is crucial (Plaza-Úbeda et al., 2010). 

In stakeholder theory, the unit of analysis is the organisation. However, the role of managers and whether the stakeholder commitment results in acting in the interests of the stakeholders or in the self-interest of the organisation or its managers has been discussed. Cennamo et al (2009) argued that the task complexity and the ambiguous causal link between management and performance, give executives a field of action. Managers could react to stakeholder claims in different ways. Hence, understanding how managers balance stakeholder interests is of critical importance (Reynolds et al., 2006). 

The stakeholder theory approach allows us to acknowledge that what matters to one group may not be significant to others, so conflicts are inevitable and need to be balanced (Cennamo et al., 2009). “Balancing stakeholder interests is a process of assessing, weighing and addressing the competing claims of those who have a stake in the actions of the organisation” (Reynolds et al., 2006: 286). To survive, an organisation needs to focus on those stakeholders who provide the resources and support necessary for it to continue the activities desired by the stakeholders (Pfeffer and Salancik, 1978). Resource divisibility impacts on whether a manager will try to balance the interests of several stakeholders, or concentrate on one stakeholder at a time (Reynolds et al., 2006). Adopting a stakeholder theory approach allows us to analyse how TBIs adapt the behaviour of the organisation to the stakeholders’ demands (Plaza-Úbeda et al., 2010). 
 
TBIs have several stakeholders with different goals and expectations (Bruhat, 1996; Guy, 1996; Sherman and Chappell, 1998). Incubators are influenced by their owners, their client firms, and various sets of governmental actors supporting or regulating incubators. Some incubators are connected to universities or larger firms in order to commercialise business opportunities or technology spinning out from the organisations. 

Public policy makers and financial actors: Even though the normative ideology is to operate incubators as enterprises that should become self-sufficient, a report to the European Commission in 2002 concluded that “public support for the establishment of incubators in Europe will remain critical for the foreseeable future” (CSES, 2002:84). This self-sufficiency ideal is also supported by some researchers (Tamásy, 2007) and incubator managers (Aaboen, 2009). Nevertheless, the majority of publicly-funded incubators have not been able to achieve self-sufficiency (Bearse, 1998; CSES, 2002). TBIs have therefore remained institutions financially dependent on governmental support (Aerts et al., 2007). Consequently, they must work in the political environment to ensure further funding and to continuously demonstrate their “success” according to political goals to justify their existence (Hackett and Dilts, 2004). Governments can steer incubators in a preferred direction by managing their support by objectives (Aerts et al., 2007). Other regulatory options available to government include the imposition of entry criteria, rules on decision-making and the inclusion of its representatives on the board (Abzug and Webb, 1999). 

Incubator firms: The selection of incubatees and the entry criteria are an integral element in the incubation (Peters et al., 2004). The ideal candidate is likely to be judged on level of innovativeness and potential for (international) growth. TBIs are expected to focus on new technology-based firms, which are expected to produce innovations and increase the standard of technology – and create new jobs (see for example Oakey, 2007). The literature and the normative models on selection criteria for incubatees build on an assumption that there are many potential incubatees to choose from. The challenge is “attracting a sufficient number of applicants but also to attract the right applicants” (Aaboen, 2009:661). Incubator firms are important stakeholders as they have claims on which services the incubator should provide, and they have the legitimacy and urgency to make those claims. They may also have power, so the TBI is dependent on the incubator firm to choose the incubator.

Universities and research institutions are another important stakeholder group for TBIs. Universities are perceived as having a role in commercialising research results (Etzkowitz, 1998; Martin, 2003), and are increasingly involved in entrepreneurial activities (Lockett et al., 2005). Some technology universities have launched their own incubators, and governmental technology incubator programmes are seen as mechanisms for supporting technology transfer and spin-offs from universities. Often universities own incubators. University TBIs are aimed at facilitating the process of technological innovation (Mian, 1997). By supporting a new technology based firm (NTBF), incubators should promote commercialisation of university research and technology and recruit tenants spinning out from the university. Hence, universities may be important stakeholders for TBIs. 

Large firms: With the growing interest in corporate social responsibility, outplacement services include incubating new ventures and spinning out companies. This is in line with the concept of open innovation (Chesborough et al., 2006). According to the open innovation model, large industrial corporations should arrange for commercialisation of ideas and business opportunities identified by employees, even though they are not necessarily in line with their core strategy. One approach is to support new firms and entrepreneurship among employees and connected firms. Thus, large firms become important stakeholders for some TBIs. In some countries, governments have established incubator programmes to support such corporate engagement (Clausen and Rasmussen, 2008). The corporations may own and fund the incubators and wield power as a stakeholder. The incubators may also give preference to candidate entrepreneurs from the existing businesses, on the basis of having greater business experience than university researchers and staff. The above discussion has outlined the stakeholders for the technology incubators. Next, we will provide an overview of the case study research conducted in Finland and Norway. 

3. METHODOLOGY
3.1 Case study approach 
This research adopts a multiple case study approach enabling a comparison of TBIs and their frameworks in Finland and Norway. The case study method is selected to investigate the complex change processes facing incubators in these countries (Curran and Blackburn, 2001). Cases are defined as a contextualised and contemporary phenomenon in a real life context where the boundaries between phenomenon and context are not clear (Yin, 2003, Zahra, 2007). The research design is as follows: four Finnish and three Norwegian TBIs are described and analysed and the findings interpreted in relation to the research question (Gummesson, 2000). The cases build on multiple sources of data; including policy documents, survey data of incubator firms and incubator managers, interviews with and participative observation of incubator managers. Similar to Autio and Klofsten (1998) the data were gathered by researchers in two countries. This multi-method and two-country approach can be seen a strength of the study (Blackburn and Kovalainen, 2009). There are slight differences in data sources and period of data collection but similarities were adequate to allow a comparative case study design. The data were analysed by the authors separately. Then, the analysis and categories were discussed jointly. This contributes to the reliability and validity of the data and the findings (Grant and Perren, 2002). 

3.2 Context: The framework conditions for TBIs in Finland and Norway
The policy and programme contexts of the Finnish and Norwegian TBIs as well as the individual incubators are presented below. 

The Finnish technology incubation programme and financing
In Finland, the main responsibility for implementing innovation policy rests with Tekes (Finnish Funding Agency for Technology and Innovation). (Table 1) In the first phase of incubator establishment in the 1980s, public funding was considered as seed money for the incubators which were expected to become self-sufficient. Due to short-term funding, relatively small incubator size and few key persons in charge of operations, the incubators experienced periods with high uncertainty. They lost experienced incubator staff and managers, and had to launch incubator activity from scratch. 

In 2003, the government decided to develop the technology incubation activity to a ‘world-class’ level. A national development programme was set up by the Ministry of Trade and Industry and co-financed by Tekes, Sitra (Finnish Innovation Fund) and regional Employment and Economic Development Centres. In line with their organisational goals, Tekes provided direct funding for the incubators and their firms whereas Sitra focused on developing and implementing new operating models for the incubator. The programme aimed to increase the number of innovative start-ups and improve their quality in terms of growth, internationalization and investment readiness. The goal was to develop new operative and funding models for TBIs. The programme goals were met when measured by the quantity and quality of the incubator firms, customer satisfaction, new and improved incubation tools and applying the incubator network as an additional resource (Hytti & Mäki, 2008).

During the programme period (2004–2007) incubators received direct funding from national sources. In 2008, public funding to the incubator programmes was no longer accepted by the national financiers, especially Tekes. The main reason for the reluctance was the emerging market logic in Finnish policy (Heinonen et al, 2009, Parker, 2002; 2008). In 2008, Tekes decided to cease directly funding the incubators. Instead, new, innovative firms receive funding and if they find that the incubators provide added value, the firms will purchase incubation services from them. At present a new 6-year programme for “business accelerators” (www.vigo.fi) has been launched to replace the incubator programme scheme financed previously. (MEE, 10.3.2009; MEE, 6.3.2009). 

The Norwegian technology incubation programme and financing
The Norwegian incubator programmes are funded by the Ministry of Trade and Industry (NHD) and the Ministry of Local Government and Regional Development (KRD). (Table 1) NHD is focused on commercialisation of technology, innovation and business growth, and considers incubators as important means of support for NTBFs and innovation. KRD is responsible for regional development and incubators are applied to support entrepreneurship and economic development in rural areas too. Hence, the TBI programme aims at contributing to innovative and growth-oriented businesses all over the country. SIVA (The Industrial Development Corporation of Norway) is responsible for implementing incubator policies. As KRD has a strong focus on regional development a system of “distributed incubators” has been implemented. “Distributed incubators” implies that incubators should also serve new businesses in smaller communities outside the incubator’s main location through cooperation with other organisations. For the incubators, this implies a possibility of recruiting more incubatees, but also brings concerns about the quality of incubatees, and the quality of the services the distributed incubator personnel can offer.

TBIs are funded by SIVA but the funding decreases annually in line with a goal of incubator self-sustainability after 5 years. In practice, self-sustainability through rent from tenants, success fees, pricing of services or investment in incubator firms has not been possible. As a result, incubators have sought other, typically regional, sources of public funding to supplement the funding from SIVA. Hence, there seems to be an unwritten acceptance that the incubators in Norway will hardly ever be self-sustainable. 

Table 1 Policy goals, actors and funding of TBIs
	
	Policy goals
	Funding
	Stakeholders
	Others

	Finland
	a)increase number of innovative start-ups
b)improve start-up quality measured by growth, internationalization and investment readiness
	A funding programme for TBIs combining funding from Tekes and other national and regional sources (2004-2007)
The incubator firms receive a subsidy for rents and other costs. 
	Strong national stakeholders (Tekes, Ministry of Employment and of the Economy, Sitra). Incubators are partially owned and funded by regional and local sources. 
	

	Norway
	a) increased regional innovation, 
b) economic growth, 
c) development of new research and knowledge-based firms with high growth and export potential.
	A funding programme for TBIs from SIVA, combined with funding from regional stakeholders. For some incubators the incubatees pay a fee or rent.
	Two ministries fund SIVAs TBIs. The ministries have partially contradicting demands on the incubators. Regionally the county administrations and local municipalities are often stakeholders
	Demand from KRD to develop distributed solutions to comply with demand of rural development. 


* SIVA is The Industrial Development Corporation of Norway; a publicly owned organisation with the aim to contribute to industrial development by providing infrastructure. 
* TEKES is the Finnish Funding Agency for Technology and Innovation; a publicly owned organisation with the aim to support innovation and technology development. 

Short description of the TBIs
All case incubators are non-profit organisations mainly run by science parks or similar organisations. Both Finnish and Norwegian TBIs serve the firms in various phases of the intervention; 1) the idea development phase, (2) the project development phase (pre-incubation) and 3) the incubation phase. Table 2 gives an overview of the cases, their source of finance, capacity, focus, connection to universities/colleges and owners.  

Table 2 Description of the TBIs 
	Cases
	Financed by
	Capacity of businesses in incubation
	Special focus
	Connection to universities/
colleges
	Owners

	Norway 1
Established in 2002 in an industrial town
Financed by SIVA
At present two employees
	SIVA
	Capacity of 8 incubatees– currently  they have
three 
	Process technology at the start, now expanded to more diversified technologies
	Technological university college
	The county administration and the regional office of the national employers’ union (NHO)

	Norway 2
Established in 2000 in a larger university city
	SIVA, IN, the firms as tenants and with a fee and the municipality
	At present they have six incubatees 
	At the start academic generated business ideas was the focus
	University
	The university through their research institute, SIVA and seven private businesses, some local

	Norway 3
Established in a university city
2 employees
	SIVA and the incubatees
	Capacity of 20 firms, at present they have 13 incubatees
	At the start, technology firms, now they have opened for other incubatees
	Technological university
	SIVA, the university, municipalities and county administrations and a number of businesses

	Finland 1
Established in a town in 2001/operation in 2004
1-3 employees

	Tekes*, regional funding, county administrations
	5 firms in the incubator (between 5-13 new entrants annually)
	Focus on ICT technology (but also others)
	University of applied sciences + university regional centres
	Technology centre, Local administration, University of Applied Sciences, and a Foundation 

	Finland 2
Established in 1989 in a large university city, 4 employees
	Tekes*, city and some regional funding
	About 15-20 firms in the incubator (between 5-13 new entrants annually)
	Focus on ICT and biotechnology 
	Three universities in the city

	Science Park which is owned by the city 

	Finland 3, established in 2002 in a university city
	Tekes*, regional funding
	About 20 firms in the incubator (10 new entrants annually) 
	Focus on several technologies
	University
	In 2004: regional owners including firms 
In 2008: Technolopolis Plc. 


	Finland 4
	Tekes*, regional and local funding
	About 25 firms in the incubator (20 new entrants annually)
	Focus on several technologies 
	University of applied sciences + university regional centres
	City + minority owners 


Tekes* funded the incubators during the development programme 2004-2007.

4. ANALYSIS
The next section presents the findings related to incubator management from the perspective of incubators by identifying the different stakeholder types and their salience (dormant, discretionary, demanding, dominant, dangerous, dependent and definitive stakeholders) (Knox and Gruar, 2007; Mitchell et al., 1997). The following stakeholder types were found to be the most important for all seven incubators: 1) Government and regional policy makers, 2) incubator firms (ideal and actual, as well as 3) universities/colleges, research institutions, and corporations. In the last category, universities were the most visible stakeholder in the majority of cases (see table 2 above). 

4.1 Government & regional policy makers 
Policy in the Nordic countries is focused on supporting competitiveness especially through focusing on NTBFs. The incubators are a means to that end. Our case descriptions illustrate that the TBIs are dependent on public funding. This is further underlined by a quote from a Norwegian incubator manager: 
SIVA has as an aim that the incubators should be self-sustainable after some years. Actually, it is the ministries that demand this from SIVA, and SIVA only does what is expected of them. But all incubators have said this is impossible.

Hence the governments exercise normative, symbolic power over the incubators. They possess the utilitarian power in terms of money. Both in research and practice the government policy makers are construed as legitimate stakeholders for the incubators. Depending on the economic cycle the government urgency in establishing new firms may change but is nevertheless fairly stable across all cycles and governments. For example, in Norway,  government support for the incubators is in theory restricted to a maximum of five years. In practice, the incubators have received continued funding beyond the five-year limit through new programmes with slightly different conditions. Therefore, the government represents both dominant and definitive stakeholders. However, these are dynamic relations (Miles et al., 1997; Friedman and Miles, 2002). The government may decide to exercise their utilitarian power and fund the incubators, and at the end of a financial period may decide to cease funding them or to substantially change the conditions of funding. For example, in the Finnish case, the government exercised their power in terms of redirecting the funding to firms instead of incubators. The Finnish government reconstructed themselves as illegitimate stakeholders in the TBIs. By initiating a new programme for for-profit accelerators the government continues to exercise power in the innovation policy domain. From the incubator management perspective the current relation with the national government can be labelled dormant or even ‘dangerous’. The decision to withdraw and redirect the funding from the TBIs has a negative impact on their image and operations. 

Regional and local governments are important stakeholders for the incubators as they play a central part in the funding both in Norway and Finland. Incubators are tools for regional policy makers to exercise the goals of regional rejuvenation and reformation through new businesses creation. A Finnish incubator manager claims that: 
And each [TBI] also applies its own perspectives. For example, the city supports our companies with their rent. Not all the cities have the same. And this we intend to keep if possible because it is beneficial for the industrial policy here… 

While the ultimate dream is to have NTBFs, regional government also settles for less. Firms with modest employment gains are often sufficient, at least in rural areas. In many incubators, regional/local governments strongly influence decision-making through participation on the incubator boards or the acceptance panels for new incubatees. Hence, they are definitive stakeholders from the perspective of the incubators. In Finland, this relationship seems to be more stable than with the national government, which may be linked to the ownership, sentiment attached or expectation that incubators continue to provide something of great value (Mitchell et al., 1997). Through the reciprocal and tangible relationship with the regional policy makers the managers find it relatively easy to manage these stakeholder relationships. Still, there may also be complexities at the regional level. There can be a regional development agency or other actors besides the incubator and the division of their tasks is not self-evident to other stakeholders. Therefore, the incubators need to position themselves in relation to the other regional actors. For some incubators both in Finland and Norway, this positioning is an important part of managing regional stakeholders. An incubator manager in Finland says that: 
Now the town officials start to learn that there is more here [in the science park] than the real estate. [...] We have been able to clarify the division of tasks between ourselves and these regional development agencies so that the nascent entrepreneurs can be guided to the right place. 


4.2 Incubator firms 
The incubator literature tends to view all incubator firms as a homogeneous group. In reality they represent a heterogeneous group in terms of their business potential and maturity (Hytti and Mäki, 2007). From the stakeholder perspective they can be grouped into different stakeholder types:
· ideal incubatees as the definitive or dormant stakeholders 
· actual incubatees as definitive or dependent stakeholders 

Ideal incubatees are firms that the incubators target and primarily wish to have in their incubator and actual incubatees are the firms that they accept in the incubator, and these two categories of firms are not the same as will be discussed next.  

Ideal incubatees 
Ideally, the incubators should screen and select the largest number of  potential clients that could benefit from their services. In TBIs, ideal incubatees are university spin-offs, research-based ideas, technology based and high growth. Our findings seem to support that there is an active screening process in place. In Finland, every tenth initial contact is selected for the incubator. In Norway, about 25% of the firms applying for the incubators are admitted. In practice, however, the screening process does not result in selecting the ideal candidates for the incubator. For example, three quarters of Norwegian incubator managers report that they find it difficult to recruit innovative firms with high potential into the TBI (Rønning et al. 2009). A Finnish incubator manager states that:  
The starting point is that of all possible [initial] contacts, if there is a business, we will make a company [into the incubator]. 

The ideal type of incubator firms is rare, especially in rural locations (Rønning et al., 2009). Consequently, the incubator managers in both countries report that they cannot meet their goals with regard to the quality of the firms. Hence, an important part of the incubation is not about selecting the ideal candidates from the queue outside but promoting and searching for ideas, for example, by actively visiting research laboratories, promoting their outplacement services for firms and by launching business planning competitions. A Norwegian incubator manager says that: 
It’s not easy to recruit new firms to our incubator; they don’t queue to get in. We have to actively search for them. We have established a network to help us find prospective new firms.

It also became clear from the interviews with incubator managers that promoting businesses from the university is a challenging task. First, many of the ideas are immature and therefore do not offer opportunities for fast growth. Second, researchers often lack much experience of business life and may not be interested in entrepreneurship. A Finnish incubator manager talks about trying to promote business ideas from the university but concludes that 
We have really weak opportunities to try to influence the decision-making if one really becomes an entrepreneur (or not). 

Only a minority of the chosen entrepreneurs come from a university. For example, in Finland the proportion was only 17%. Similarly, less than half of the surveyed Norwegian incubator managers emphasise “spin-off from university or research environment” as a viable selection criterion for new incubatees. In order to overcome this problem, activities like brokering research-based ideas for potential entrepreneurial candidates are undertaken (also Löfsten et al. 2006). 

It seems the ideal incubatees are business ventures that the incubator would eagerly accept but which do not exist in the region or are not interested in joining the incubator. This is implied in the interview in a Finnish incubator and explained by the actions of a local financier (policy-maker): 
The best firms and ideas do not seek to join the incubator as the incubators have a reputation as places where you need to do a lot of paper work. There are regional differences in the decision making. For instance, competent entrepreneurial candidates have not received (financial) support. 

These ventures have the power but decide not to exercise it and hence they do not become salient members (dormant stakeholders). Their power is particularly large if the incubator manager is not able to fill all places in the incubator. This may result in changing the conditions of entry, for example, in reduction of prices, as was the case in Norway. Their power increases if the financiers of incubators focus strongly on the incubator’s ability to recruit this ideal type of incubatee.  

Actual incubator firms 
A critical mass of incubator firms is necessary for the incubator in terms of financing but it is also important for recruiting further incubatees. Networking within the incubator is a benefit the incubators provide, and without other firms that is impossible. Consequently, many incubator firms do not fit the image and ideal of NTBFs. For example, a third of all incubator firms within the Finnish TBIs had not grown at all and did not report any motivation for growth either (Mäki and Hytti, 2008). On the other hand, the firms may not be ideal for the incubators in terms of their willingness and ability to benefit from the incubator, for example, with regard to the technology specification. Although explicitly some of the TBIs focus on certain technologies, this focus is not easy to maintain, as this Norwegian excerpt illustrates: 
Our understanding of technology firms is expanded from what it was at the start, we now accept more types of technologies among our incubatees.

In addition, the firms may be prematurely invited to the incubator, or their incubation period is not on a par with their needs. Hence, the incubation period may depend on the availability of potential tenants (Schwartz and Hornych, 2008; Sternberg, 2004). The financiers of incubators may also predetermine the length of the incubation period, and this is not always connected to any other criteria, e.g. industry or firm development (Hytti and Mäki, 2008). A Norwegian incubator manager states that: 
The incubatees have two years to become commercially viable, according to the expectations of SIVA that we as an incubator [should] meet. It’s too short a time; it should have been three to four years at least.

Some incubators solved this problem by allowing firms to stay longer in the incubator but increasing their rent after the limited time period. Accordingly, they claimed they were no longer renting subsidised premises. This is a way to balance between the demands of the financiers, the needs of actual firms and, in some cases, the needs of the incubators to fill their space.

The actual incubatees fall into different categories, for example on the level of attention they need and should receive (Rice, 2002). The ABC classification applied by the Finnish technology incubator programme illustrates this: 
When we set up this mentoring system each firm will have their own mentor. At least the A and B firms will get a personal mentor during this autumn. 

The A’s have been assessed to have the best potential for growth and contribution to the national economy, hence, they are legitimate stakeholders and should be given priority in servicing their needs, and can also exercise their power on the firm. This means that they are definitive stakeholders. On the other hand, the B and C firms have been accepted into the incubation programme (legitimacy) and may have urgent claims on the incubator. However, since the programme is financed by a third party prioritising the A firms, the B and C firms may lack power to impose their will. For this reason, they may fall into the category of dependent stakeholders. From the incubator management perspective, it is an important incubation activity to be able to satisfy the customer needs in the ABC-categories despite the differing services and time allocation in the categories. The incubators still need the B and C firms in order to achieve the critical mass in the incubator.

4.3 Universities, university colleges, research institutions, and corporations 
Universities and research institutes represent key stakeholders from the perspective of the incubators. They are considered to be a source of new business ideas and ventures. Whether the firms within TBIs really fit the above ideal profile is another question. The links to universities and other research organisations may be loose or missing (Sternberg, 2004), especially in rural areas (Schwartz and Hornych, 2008) as our cases demonstrate. 
There are quite few actors in the university. In particular the research and innovation liaisons are our contacts. There is also a research institute where we have good contacts. And I guess we have co-operation with most departments at the university. 

The above quote from a Finnish incubator manager illustrates that the universities have been difficult stakeholders from the perspective of the incubators: they consist of individuals with various expectations, rather than organisations with a definite set of goals. Influencing them has imposed a considerable workload on the incubators: they need to reach the individual researchers and the independent research teams and laboratories. On the other hand, the universities face increasing pressures on fund raising and may even become competitors of the incubators, as the following quotation from the Finnish case illustrates: 
Universities decided to take a stronger role in this. They decided to take a more important role in the commercialisation process. 

The pay-off rate for this work is not considered rewarding by the incubators: a low percentage of their incubator firms come from the universities as opposed to industry. Often, the incubators also experience low interest from the university. As such the universities are important and legitimate stakeholders but mostly discretionary stakeholders. Incubators need to have a dialogue with several individual persons at a university. As a consequence, universities fail to exercise any real power or urgency towards the incubator. However, this relationship is dynamic: the Finnish university law has been changed to increase the university autonomy and financial independence and also to create a more top-down management and decision practice. This may also influence the incubators in managing their stakeholder relationship with the university to be able to develop it to a definitive stakeholder. 

The incubators emphasise establishing and developing relations with other stakeholders, such as venture capital firms and large firms. 
The financing comes if investors accept and appreciate that the incubators are doing a good job. 

From the perspective of the incubators they are primarily dormant stakeholders with power to impose their will on the incubator but not having a legitimate relationship or an urgent claim on them. From the incubator perspective, the VC firms and large firms represent both a potential source of new business ideas (deal flow) and revenue through the payment of incubation fees. The incubators perceive themselves as potential tools for the VCs and large firms to incubate the emergent business ideas into investment or divestment-ready business entities. However, this relationship has not become salient for them. 

5. DISCUSSION AND IMPLICATIONS
The current paper illustrates incubator management practice through the lens of stakeholder theory. It has aimed to answer how incubators manage and respond to demands from stakeholders and how the expectations of those stakeholders influence incubation in practice. By identifying the different stakeholders and their salience with regard to the incubator, the analysis reveals the conflicting stakeholder expectations that contribute to the challenges of managing incubators. The main contribution of the paper is to demonstrate how incubator management involves balancing interdependent and hierarchically organised stakeholder expectations, which is reflected in the incubation in practice. 

There are pressures to run incubators in a business-like manner (CSES, 2002) but dependency on public funding implies a strong dependence on political elements. Our data show that the incubators need to manage several stakeholders pursuing different goals. Definitive stakeholders such as governmental funding partners are crucial to the incubator. Incubators act as contractual agents for government, delivering incubation services for incubator firms for which national or regional government at least partially pays either directly or indirectly. To ensure survival business incubators need to prove themselves successful (Pfeffer and Salancik, 1978). Success is achieved through attracting the best incubator firms and by providing services to help these firms in reaching their potential. In addition to balancing demands from different funding stakeholders, incubator managers also need to balance the demands of ideal and actual incubatees (Reynolds et al., 2006). 

With multiple stakeholders, a multifaceted and complex goal structure is created for the incubators (Fassin, 2009). In the market, success means earning enough revenue to cover costs. In the political sphere, success means achieving political goals, for instance related to producing new, high growth, high potential firms from R&D-based business opportunities spun out from universities and research institutions. Regionally, they may also contribute to the image and identity of the region, that is, their very existence is taken as a measure of innovative capability and dynamism. 

Furthermore, the results are informative in terms of how the stakeholder relations change and are sometimes difficult or even impossible for the incubator to manage effectively. Incubators aiming to satisfy such varied expectations, seem to find it difficult to do successfully, which may eventually lead them into a negative downward spiral of fewer incubatees, reduced funding, and the loss of experienced incubator staff. Those stakeholders that have the power to act, to fund the incubator for example, may decide not to exercise that power, possibly due to the perceived low performance of the incubator or owing to the governmental wish that they delegate power to the incubator firms, as is the case in Finland. Importantly, the results show how the expectations of the definitive stakeholders, the main financiers in the Nordic countries, national and regional governments may conflict. National government expects the TBIs to contribute to innovation policy through focusing solely on high-impact technology ventures. Regional government is focused on job creation and regional rejuvenation and therefore its expectations are focused on having incubator firms that may contribute to regional employment. Their focus on viewing the relationship with the TBI as critical may also be connected to ownership and sentimental values (Mitchell et al., 1997). 

This study indicates that ideal and actual incubator firms are not the same in the TBIs. Intriguingly the ideal incubatees are still important stakeholders for the incubator. First, they are the prime reason for maintaining and developing the relationships with the dormant stakeholders, such as venture capital firms, large firms and universities. Second, they are important in (re)convincing definitive stakeholders, such as government and regional policy makers to provide financing. Without the portrayal of ideal client firms, it would be difficult to argue for the need for public funding for the incubator. Third, they are ideal for attracting new potential incubator firms. Networks and cooperation are presented as important benefits from the incubator, and most firms will be intrigued if provided with the opportunity to co-operate with the best of them.

Hence, the expectations of the different stakeholders may be not merely be conflicting but at the same time dependent and hierarchically organised. TBIs need to prioritise high-impact firms as their main clients, even if they do not exist, to secure continuous interest and to retain the most important stakeholders including the funders and potential incubatees. On the other hand, the incubators, especially in rural areas, need to accept low-impact firms into the incubator to satisfy their regional owners and to survive in the market. The incubators need to manage their relationships with both the firms and policy makers in order to succeed (Aaboen, 2009). 

The survival of the incubator itself is a measure of success for the managers and potentially some stakeholders. Hence, the results suggest that the self-interest of the incubator overrides the commitment to some other stakeholders (Cennamo et al., 2009). On the other hand, venture capital firms and large corporations are presented as potentially important stakeholders for the incubators, but there is little evidence of that being the case so far. Since these two stakeholder groups are primarily interested in financial returns, the other non-financial goals the incubators target may be the greatest barrier facing incubator managers trying to manage those stakeholder relationships. Abandoning the public funding is not an option as it would risk the incubator’s survival. The results demonstrate that incubator managers focus on balancing stakeholder interests over time rather than on a decision-to-decision basis (Reynolds et al., 2006). However, the results are indicative of the limits of this balancing act; not all stakeholders can effectively be satisfied but some need to be prioritised over others. From our cases, three strategies for balancing different stakeholders were identified: First, some incubator managers consciously reinterpreted the expectations of or goals set by stakeholders. For instance, they reinterpreted the target group and broadened it if it was difficult to recruit new incubatees (e.g. by redefining the type and level of technology acceptable). Second, some incubator managers balanced conflicting expectations by shifting the focus between stakeholders over time. For example, when receiving national funding to service high-impact firms they developed services to target those firms, but at the same time found ways to service the regionally important firms. Third, if the funding situation for the incubator becomes critical, this study indicates that incubator managers might abandon some stakeholders (Pfeffer and Salancik, 1978) and rely strongly on an individual or a few stakeholders who they believe to be crucial for the incubator’s survival — typically that means the one(s) most likely to provide further funding of incubator activities. This may shift the focus of the incubator quite dramatically towards servicing the interests of the source of funding. 

This study has several practical implications for policy and for incubator managers. Firstly, previous research has not been able to provide conclusive results on the effectiveness of incubators. Based on this paper, this may be partially explained by the stakeholder perspective. To ensure sustained funding, business incubators need to focus on the goals of the most important stakeholders that can provide funding. This may lead to an “unbalanced” focus on particular goals, for instance, a strong focus on goals which are easiest to measure (e.g. number of incubatees, employment in incubatees, etc.), or strong focus on activities ensuring incomes to the incubator (e.g. rents, sales of services). Consequently, emphasis may be reduced to less measureable goals (e.g. innovation) and activities with high-risk (e.g. technology transfer). Further, there is a risk that incubators may focus more on short-term goals. The incubators are aiming to hit multiple, often moving, targets which will be reflected in their achievements. 

This paper has examined incubators in two Nordic countries and demonstrated differences in stakeholder expectations, not only between but also within each of the countries. Incubation and incubator management is a highly contextualised activity and further research is needed for increased understanding of the different incubation contexts, practices and results. For example, a comparison of private and publicly funded incubators would be of interest. Future research should also analyse the different stakeholders and their shifting roles through longitudinal studies. Incubators operate in a network of different actors, including individuals, firms, universities, science parks and others. Future research focusing on the network as the unit of analysis may bring new insights into the incubation and incubator practice. This paper has investigated how the stakeholders and their expectations influence incubators from the management perspective. It would also be interesting to study how the stakeholders aim to influence the incubators (Frooman, 1999). 
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