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William L. Jews Elected
Director of Abell Foundation

William L. Jews, the president and
CEO of Liberty Medical Center, Inc.,
has been elected to the board of direc-
tors of The Abell Foundation,

Before joining Liberty Medical
Center in 1982, Jews was assistant direc-
tor for ambulatory services and director

land. He is a 1974 graduate of Johns
Hopkins University; he attended the
Graduate School of Urban Studies and
received his masters in Urban Planning
and Policy Analysis from Morgan State
University.

Active in business and civic affairs,
Jewsis chairman of the Governor’s Task:
Force For Comprehensive Trauma
Rehabilitation.
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University - Affiliated High-Tech
Business Incubators: An Idea for
Creating Jobs, Reducing Failure,

"Increasing the paydays
in Maryland”

The heart of a community beats to
the rhythm of paydays. Its character is
linked to how much money citizens have
for basics--food, clothing and shelter;
how much is left to support institutions
{schools, hospitals, museums); how much
for amenities (symphonies, parks, pa-
rades). When employment is down, the
heartbeat grows faint; when employ-
ment is up, the beat is strong. Jobs are
the adrenaline.

Jobs are why jurisdictions race to
attract new businesses; jobs are the
mainreason they invest in tourism, edu-
cation, and economic development. One

of the job-creating ideas attracting grow-

around the world is the business incuba-
tor. Relatively new in the economy, the
oldest in the country has been in opera-
tion only 25 years, and most of the roughly
3001incubators in business today are less
than five years old. They are currently
operating in 40 states.

What accounts for this historic
growth? Why the intense interest in
incubators? Are they successful, and by
what criteria? Where does Maryland
stand in establishing incubators, and
does the idea hold promise of creating
jobs and of contributing to the economic
well-being of the state?

According to the National Business
Incubator Association, “Business incu-
bators are facilities that provide small

Strengthening Maryland’s Economy

entrepreneurial businesses with afford-
able space, shared support and business
development services such as financing,
marketing and management. Incuba-
tors play a nurturing role in helping
young businesses survive and grow dur-
ing the start-up period when they are
financially vulnerable.” _

And within that definition there are
stillother definitions: the types of incu-
bators:

*Public or Not-For-Profit  Spon-
sored by government and non-profit
organizations, they are established pri-
marily for economic development pur-
poses: job creation, economic diversifi-
cation, expansion of the tax base. They
make up 47% of the U. §. incubator
market,

*Private They are set up and run

~byventurc-and-sced-eapital investment

groups, or by corporations and real es-
tate development partnerships whose
primary interest is economic reward from
investing in the tenants. They make up
24% of the U. S. market,

*Academic Related Incubators
affiliated with universities and colleges
share the same objectives of public and
private incubators. In addition, they
offer entrepreneurs the opportunity of
faculty research; and faculty, with start-
up business opportunities. They make
up 14% of U, S. market.

*Public/Private  The partnership
is a result of a joint effort between gov-
ernment or non-profit agencies and a
private developer, and gives the start-up
business access to government funding



and financing. They make up the re-
maining 14% of the U. S. incubator
market.

Incubators are a marketplace responsc
to marketplace failures. Candace
Campell, in her definitive study, “Change
Agents In the New Economy: Business
Incubators and Economic Development,”
(University of Minnesota, 1988) sum-
marized her extensive research looking
into why incubators have come into being;
“The majority of jobs created in the
economy are created by new, small firms,
but studies of the dynamics of business
formation and growth show that new
small businesses in general have limited
prospects for employment growth.
Business incubators offer a solution to
the small businesses’ problems of infor-
mation costs, restricted capital flows,
lack of technology transfer, and unequal

Small Business = Jobs

opportunity, by providing space, shared
scrvices, business assistance and financ-
ng.

“There is anaturally occurring birth
and death rate of new firms, with tech-
nology-based firms and other capital-
intensive firms failing at a lower rate
than manufacturing, retail and services
firms. The establishment of branch plants
started elsewhere may create more new
net jobs than local start-ups, at least in
the short run. But there is a growing
importance of small firms, particularly
in declining economies and industries.
From these factors, it seems logical that
shoring up the base of small business
and murturing new business formations
will be more important than attempls to
attract employers from outside.”

Throughout the country, business
incubators operate in a variety of mod-
els, with a variety of objectives and
operations policies. They are public,
non-profit, private and university-affili-
ated; they are set up to accommodate
light industry, service businesses and
high-technology businesses.  Given
Maryland’s aspirations in economic de-
velopment, it is the experience of the
university-affiliated, high-technology in-
cubators that should command the in-
terest of area leadership.

Maryland in general and the

Baltimore area in particular are cur-
rently benefiting from a low unemploy-
ment economy. Maryland’s and Balti-
more’s concerns should therefore be to
promote businesses of the future that
will grow from new ideas with an engi-
neering or scientific origin.

In attempting to evaluate the effec-
tiveness of university-affiliated high-tech
incubators, students of the industry use
three criteria:

1) What is the rate of job crea-
tion? At what cost? Compared fowhat?

2) Does the incubator environment
reduce the rate of failure of start-up,
high-tech businesses?

3) To what extent do university-
affiliated, incubator-nurtured high-tech
businesses contribute to the local econ-
omy?

A study of the fledgling industry
overall by the Association of University
Related Research Parks reveals that in
this country there are 108 university-
affiliated research parks up and run-
ning, with seven more in planning; they
occupy about 66,000,000 square feet in
about 1,000 buildings on 70,000 acres,
housing 2,100 companies and employ-
ing 175,000 employees. According to
Christopher Boettcher, executive direc-
tor, Association of University Related
Research Parks, about half of these
resources are dedicated to high-tech
businesses.

But how well do they work? How
effective are they at what they set out to
do? Do they meet the criteria of job
creation, reduction in the rate of failure

How well
do they work?

of start-up high-tech businesses, and
contribution to their community’s eco-
nomic development?

While a certain amount of hard
numbers on the amount of jobs created
is available, data on how well the incu-
bators do in terms of reducing the rate
of failure and on their contribution to
the community is scant, and soft.

Georgia Institute of Technology lists
itself as having created 1,100 jobs since
1980. Its director, Dr. Richard Meyer,
says that the incubator facility, Advanced
Technology Development Center, takes

credit for sharply reducing the rate of
failure of start up high-tech companies.
“From my experience and in my judg-
ment, on a scale of one fo five, I'd give us
a four on that, And as for our center’s
contribution to the strength of the local
community, T'll claim another four.”
Science Park Development Asso-
ciation, affiliated with Yale University,
was founded in 1982. Its director, Trip
Peake, says the association has created
1,024 jobs, and that although in his view
it hasreduced the rate of failure of start-

up high-tech companies, its contribu-

tion to the local economy has been less
than expected. “Incubators,” he says,
“appear to improve the health of a healthy
economy, but they seldom if ever do
much for distressed areas.”

The Incubator Center at Rensse-
laer Polytechnic Institute in Troy, New
York, was founded in 1980, and has
since created more than 500 jobs, ac-
cording to its director, Mark Rice. Rice

"technological knowledge
is transferred...”

tracks the success rate of his start-up
businesses and his records showthat his
tate is high--"much higher than it is for
businesses starting up outside of an
incubator’s resource-rich environment.
Inseven years,” Rice says, “the program
has helped to spawn dozens of enter-
prises. Over twenty companies have
graduated from the incubator--only three
went out of business, Of these, ninety
per cent have remained in the Troy area.
To me, this indicates that the program
has been successful in bolstering re-
gional growth of high-technology busi-
pess and increasing the attractiveness of
RPI’s academic environment. Several
fledgling companies are already pro-
ducing products such as pharmaceuti-
cals, solar collectors, robol control sys-
tems and automated test equipment.
But there is another large benefit that
accrues to the business, the university
and the community. It is the transfer,
bothways, of technological knowledge.”

The University City Science Cen-
ter was established in 1963 in Philadel-
phia. It is a private, non-profit corpora-
tion, the first urban research park and



the oldest business incubator, and the
largest science and technology consor-
tium in the nation.

According to Gordon Carlisle, vice-
president, “By various measures, the
economic benefits generated by the
center’s development of regional re-
sources in science and technology are
substantial.” He lists:

* Capital investment of over $90
million, to develop 1.5 million square
feet of mixed use office space in 12
buildings;

* Over 100 company start-ups, of
which 35 companies currently employ
over 1,900 people.

* Over 6,075 people currently em-
ployed by 105 organizations based af the
park. . .

* Over $68 million in cumulative
city wage and real estale taxes gener-
ated.

* QOver $85 million in project grants
and contracts awarded to the center’s
R&D laboratories and consultancies.

* Over $2 million invested in five
seed capital funds of which the center is
a lead limited partner.

As for the center’s record for re-
ducing the rate of failure of start-up
high-tech businesses, Carlisle says,
“Technology companies have a lower
incidence of failure in general, and incu-
bator-nurtured tech businesses tend to
reduce failures to an even greater de-
gree.”

"Incubators are doing

Summoarizing the performance
overall of university affiliated high-tech
businesses operating within incubators,
Boettcher says, “It’s my observation, in
the end, that they are by and large doing
what they are supposed to do. Every-
where in the country I visit these types of
incubators, I see full buildings, with
thriving entreprencurs creating jobs and
invigorating their communities. Of
course, there are failures, but, overall,
their success rate, by whatever criteria
you use, compared to start-up high tech
businesses operating outside of the in-
cubator environment, is amazing.”

As it turns out, the spectacular growth
of business incubators around the world
is taking place at a time when Maryland
itself is seeking to foster economic de-
velopment through, among other initia-
tives, the expansion of its high-technol-
ogy industry,

There is now a considerable effort
in Maryland to build a high-tech indus-
try that can take its place among the
country’s high-tech centers. The Uni-
versity of Maryland at College Park,
University of Maryland at Baltimore
County and Johns Hopkins are all ac-
tively, and competitively, engaged in
developing business incubators in which
to nurture high-tech businesses--with
their rich potential for job creation and
economic development.

The sad fact is that Maryland has
only one operating university-based
incubator, and that, operating in the
suburbs of College Park, occupies only
8,000 square feet. The Baltimore area,
without a single such facility, is probably
the only large metropolitan area in the
country with such a void,

The University of Maryland at
College Park has been sponsoring an
incubator as part of its Engineering
Research Center since 1984. The Tech-
nology Advancement Program (TAP) is
committed to "promoting the economic
development of the area by creating
new companies and new jobs, and to
enhancing the reputation of the Univer-
sity of Maryland by attracting faculty
and students who wish to collaborate
with industry."

The College Park incubator now
houses 16 high-tech tenants whose busi-
nesses inclide glectranics; fiber ‘optics,
biotechnology and software development.
One of the most successful of those
tenants, Soviet-emigre Alex Severinsky,
says of his experience, "I walked in and
everything was there. Even though I
was just a-small business, I had all the
amenities of a very large company. It
was like working for IBM." Severinsky
is not IBM, but in just three years his
Viteq, which manufactures back-up
generators for micro- and mini-com-
puters does a sales volume running at an
annual rate of $3,000,000 and employs
40. He has "graduated" and now oper-
ates in larger facilities in nearby Lan-
ham. Further expansion in the BWI
area will add some 30,000 square feet of
manufacturing facilities with approxi-

Abell Salutes:

The "Book-It" Reading
Program at Lyndhurst
Elementary

One of the best ways to improve
reading skills is to read. That is why
Linwood Roberts, principal of Lyndhurst
elementary school, has imstituted an
outside reading program with his stu-
dents that has resulted in their reading
over 8,500 books during a four month
period last year (8,000 more through
January of this school year). The appat-
ent success of the program raises the
question of why it shouldn’t be repli-
cated in every elementary school inthe
city.

Roberts says,"The effort can’t help
but make itself felt in test scores later
on.” Mrs. Vivian Jones, parent of a
student in the school, says, “It encour-
ages (my son) Steven to read, and the
whole family to read, together.” Second
grader Troy Manley says, “I love it be-
causeit’s now fun to read, and I get togo
to the library more.”

Educator, parent and student are
talking, zealously, about “Book-It,” the
reading program begun by asmall group
of true-believers at the all-black West
Baltimore elementary school.

Book-It is a rich mix of academics,
administration, merchandising and love.
It is designed to educate by immersing
students at a very young age into the
world of words; to keep them disci-
plined to it by attentive nurturing, and to

‘help.them. graduate from it through a

program of creative incentives.

Book-It has its 500 students pro-
grammed to read no less than 10,000
books in six-months of a school year,
which translates roughly as having each
child reading 24 books in the year, four
books per month, one book a week. It is
an ambitious schedule of reading well
beyond peer schools.

What distinguishes Book-It at
Lyndhurst from other reading programs
is the intensity of it--the unbridied en-
ergy on the part of school, students and
parents. The corridors are emblazoned
with charts of stars and bars recognizing
and cheering performance; there are
colorful announcements of meetings and
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mately double the work force.

Hasthe College Park incubator met
its mission to "promote the economic
development of the area by creating
new companies and new jobs and to
enhance the reputation of the Univer-
sity?" Dr. Herbert Rabin, director,
Engineering Research Center, and As-
sociate Dean, answers this way: "Incu-
bators in my view are here to stay--they
serve a critical interest. They promote
creation of new business--in our case,
advanced technology companies--which
will reside in Maryland, create Mary-
land jobs, and expand the base in Mary-
land for growth in technologies for the
future. Besides the number of start-ups
around the country which can’t really be
guoted accurately--in our case, over 20
companies, 125 jobs, and almost
$10,000,000 in funds invested--there are
also immeasurables of great importance.
For example, promoting an entrepre-
neurial environment is an important
ingredient to stimulate progress, and
successful entreprenenrship is contagious.
The other factor I would emphasize is
the relative speed with which a company
may progress through its early stages by
participating in an incubator program.

Maryland has only
one such facility;
Baltimore has none.

"We will sce, and should see, evolu-
tion in the basic incubator process. For
example, there is yet to be established in
Maryland a means for financial assis-
tance for incubator participants.”

Johns Hopkins University is cur-
rently developing for early 1989 occu-
pancyits Triad Technology Center atits
130-acre Bayview Research Campus in
southeast Baltimore; its plan is to pro-
vide a salubrious environment for the
growth and development of life sciences
and, in particular, medical biotechnol-
ogy companies. The 130,000 square
foot Triad Center itseif is situated inside
the park; its research wing offers 65,000
square feet of net usable space, and
space is available within it for up to 18
incubator labs in 400 square foot mod-
ules with shared facilities for small start-
up businesses.

According to David Hash, director,
the center’s potential for creating jobs,
for reducing the rate of failure among
start-up high-tech businesses and for
making a strong contribution to the local
cconomy are all very promising. "We
are also focusing on the commercializa-
tion of Hopkins’ science, and incubator
facilities are essential to that process.
We’re talking about creating no less
than 350 jobs."

The University of Maryland at Bal-
timore County has assembled 8,000
square feet of usable officé and labspace
on its campus in Catonsville. Bernard
Berkowitz, formerly director of Balti-
more Economic Development Corpo-
ration who is now supervising the UMBC
program, expects to have tenants mov-
ing in this winter, beginning with Bi-
otrax, Inc., and is looking to accommo-
date between six and ten start-up bio-
tech, electro-optics, photonics and arti-
ficial intelligence companies. But these
plans, and the full development of the
facility, are contingent on the state’s
providing $175,000 in operating funds.

The bottom line:
the state needs to expand its
university-affiliated high-tech
incubator programming.

The facility would be particuiarly
important in that it would help to trans-
late ideas from the UMBC laboratories,
and those of the University in downtown
Baltimore, into new businesses.

E I

High-tech, university related incu-
bators appear to be one of, if not the
most successful type of incubator be-
cause of:

1) the prestige of the location to
help new business establish legitimacy.

2) theavailabilityof highly skilled,
hard working and reasonably priced labor
among the student body.

3) accesstouniversity equipment,
library and personnel.

As has been pointed out, despite
the large and growing number of univer-
sity based incubators and the Baltimore
region’s goal of participating in the

projected high-tech world economy, there
is not one such facility in the region. In
fact, there is not one such facility in the
region, and there is only one in the state.
That is the small but highly successful
and growing facility at College Park.

Only 13 per cent (an impressively
small mumber against non-incubator
failures) of the firms entering incuba-
tors have failed. Suchincubators arenot
only alive and well but proliferating.
According to June Lavelle, chairman of
the executive committee of the National
Business Incubator Association, "Far and
away most of them that started up are
still in business and flourishing, and
increasing numbers of them are in the
planning stages or opening up."

There 15 a bottom line conclusion
for Maryland: it is that continued ex-
pansion of the state’s program of uni-
versity affiliated high-tech incubators is
a promising way of increasing the
number of jobs -- and paydays for Mary-
landers.
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assemblies and awards and ceremonies.
Parents are kept involved and suppor-
tive; children are given a free book at the
kick-off of the program; there has even
been a parade of students and teachers-
-complete with placards and music and
cheerleaders--winding through 15 blocks
of the Wyndhurst neighborhood. Read-
ing at Lyndhurst is not just taught, it is
celebrated,

Although after only a year and a
half, it may be too soon to measure
results, Roberts is optimistic. “I see
students moving to higher reading levels
more rapidly, and a decided increase in
pupil enthusiasm for reading. They order
more books, they talk more about books,
they’re reading more books. As for hard
data, we're looking to the year-end
California Achievement Tests. And if
we show significant gains, one would
have to conclude that Book-It is most
likely one contributing factor.”

And one which The Abeil Founda-
tion--borrowing a Book-It technigue--is
privileged to recognize and cheer.

And join the celebration at
Lyodhurst,



