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Objectives

This session is designed to support incubator managers to understand and
apply financial modelling principles tailored to their operations, in particular:

= Getting equipped with tools and knowledge to develop diversified
revenue models, implement robust financial controls, and ensure
long-term sustainability.

» Understanding revenue streams.

= Learning to balance social impact/mission with financial goals.
= Constructing and using financial models effectively.

= Building financial controls and identifying key metrics.
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Agenda: Financial Modelling for Sustainable Incubators

Introduction to BIC Africa, the speaker and the session
PART A: Financial Sustainability for Incubators

« Key Revenue Streams for Incubators

 Balancing Mission and Financial Goals

» Case Studies

PART B: Developing and Using Financial Models

« Components of an Incubator Financial Model
PART C: Financial Controls and Risk Management
« Implementing Financial Control Systems
 Scenario Analysis and Contingency Planning

« Tools and Techniques

PART D: Long-term Financial Planning and Metrics
» Building a Financially Resilient Incubator

» Aligning Financial Models with Strategic Goals.

« Action Plan
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Meet Us

Vitor Ferreira_has received his PhD from Lisbon University (ISEG) in
Entrepreneurship & Innovation, focusing the innovation dynamics and
regional catching up. He was the Executive Director of Leiria Business
School in Portugal until 2020. He is an associate professor of
Polytechnic Institute of Leiria. He was co-responsible for several
important studies such as the comparison of the Portuguese mold
industry with the Chinese, the evaluation the education needs of
Leria’'s Region and the evaluation of a hydrogen-based industry in
South Africa. He is author of many scientific published works, chair at
GBATA (Global Business and Technology Association) and reviewer in
many different conference and journals. He was also coordinator of the
MSc in Management Control and co-coordinator of the Master in
Entrepreneurship and Innovation. He is an invited professor at IBS -
ISCTE in Lisbon, Coimbra Business School and Feevale University in
Brazil. He is co-founder and Manager of Plan4Sustain. Currently he is
the General Manager at Startup Leiria
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Vitor Ferreira

General Manager at
Startup Leiria - ...




Question - level of knowledge?

 https://www.menti.com/alb8mhp5kkiw
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The European Business and Innovation Centre Network
(EBN)

Since its inception in 1985 as an EC-funded pilot project EBN pursues its mission to
support business innovation centers' & incubators, represent our shared goals,
bridge network actors, and use business innovation to inspire and implement
solutions for regional economic and sustainable development.

We do so through the design, development, collaboration, and delivery of a wide
range of technical business support services and quality assessment and
certification products under the EU|BIC brand, within its licensing association
EBN.

Our EU|BIC service offering covers nearly every activity that can be performed in a
complex spectrum of entrepreneurial innovation support, including incubation,
acceleration, internationalisation and access to funding, using a community
building approach and strengthening the networking component.
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EU Programme ‘Support to Entrepreneurship
and MSME creation (Business Incubators)’

« 5 country projects, establishing and consolidating
business incubators - fostering decent job creation and
sustainable livelihoods:

o Angola (IFC). b

o Comoros (UNIDO) Ethiopia

o Ethiopia (SEQUA). S
o Madagascar (UNIDO).

o Somalia (UNIDO).

C
- Aregional network with dedicated capacity building and omores
networking support, while providing softer networking ‘
services to the wider incubation ecosystem in the region: Angola e
o BIC Africa (EBN).
I\/ladagascarpo o
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BIC Africa
Beneficiaries

- Direct and indirect beneficiaries:
* Entrepreneurship Ecosystem Actors (EEAs) -> BIs, investors, policy makers, etc.

 Final beneficiaries:

» Entrepreneurs, SMEs and start-ups.

Target Group A Target Group B Target Group C

Direct Beneficiaries Final Beneficiaries Indirect Beneficiaries
Business Incubators Entrepreneurs, SMEs, and Enablers i.e., policy makers,
Start-ups business angels, universities,

EU delegations

< **** BIC Africa is funded by the
AN European Union
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BIC Africa Service Offer for Bls in Africa -
in support of the country projects

- Facilitating capacity building and skill development through a dedicated working group and an

annual capacity building programme.
This includes a Virtual Training Centre, 5 National and 2 African on-site Boot Camps.

- Making a better connection between European and African innovation hubs to develop
intercontinental collaboration, as well as Inter-African collaboration between the Bls.
This includes Soft-Landing Services and Staff Exchange Programme.

- Ensuring that quality standards are respected in all supported incubators.
This includes BIC Africa Quality Assessment activities.

- Support with benefiting from exchanges and cooperation with other initiatives
This includes Connection with Diaspora and Networking activities.

- Awareness Raising about the needs and challenges faced by incubators and advise decision-makers

- Support with exploring business opportunities and public/private investment opportunities with
local and European initiatives and companies

BIC ;***1 BIC Africa is funded by the
AFRICa e European Union




A - Financial Sustainability for Incubators
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What is financial sustainability for an
incubator?
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What is financial sustainability for an incubator?

Financial sustainability for an incubator or accelerator can be defined as the ability to reliably generate (or
secure) sufficient resources—whether through earned income, investments, grants, sponsorships, or other
revenue streams—to cover ongoing operational costs and effectively deliver support services to startups over
the long term. In practice, this means that an incubator/accelerator can:

1. Cover its operational expenditures (e.g., salaries, facilities, program delivery) without relying on sporadic or
unpredictable funding.

2. Invest in growth and enhancement of programs**, ensuring continuous improvement of the support
provided to participating ventures.

3. Maintain stability despite market fluctuations or shifts in the funding landscape, ensuring the program can
keep serving entrepreneurs.

4, Reinvest or scale its offerings to expand outreach or deepen impact within the entrepreneurial ecosystem.

5. In essence, a financially sustainable incubator/accelerator does not merely survive from one funding cycle
to the next, but rather develops a resilient financial model that supports both short-term needs and long-
term impact.
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Capital Investment: How Much and Where From?

The capital investment required may vary significantly based on several factors:
The overall objectives of the incubator;

The sector(s) targeted, for example agro processing incubates may require refrigeration
space and outsourcing incubatees may require broadband and large server capacity;

The targeted number of incubatees; and
The location of the property.

. AFRICAN BUSINESS INCUBATOR COMMUNITIES




Most-likely Sources of Initial Capital Investment Against
the Nature of the Business Incubator

Private Grants X
Local Private Investment X

Corporate Social Responsibility

Government Subsidies

Multilateral Programs

=X x| =

Non-Governmental Organizations Financing Mechanism
Debt Financing
In-kind Financing X

pXp) BIC
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Grants, Sponsorships, and Partnerships

Private Grants
From a wide range of entities including private citizens and corporations.

Usually awarded by benefactors and philanthropists to entities perceived as valid contributors to the welfare and
development of a community.

Local Private Investment

Primarily from companies or wealthy individuals interested in making a return on their investment or taking advantage of
developed services or technologies.

CSR -— companies invest on incubators as a CSR initiative — develop local region

Is the deliberate inclusion of public interest into corporate decision making. It focuses on adherence to law, ethical
standards, and international norms and includes the promotion of public interest by encouraging community growth and
development, and voluntarily eliminating practices that could harm the community.

Aims at developing the business and entrepreneurial climate of the local environment in the long run.

__ BIC
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Grants, Sponsorships, and Partnerships

Government Subsidies

Public funding for economic (and other) development purposes of public interest, often facilitated
and distributed through local, regional, or national government agencies with an interest in creating
jobs and local community development, upgrading skills, retaining human capital (stemming the tide
of brain drain) and hence providing subsidies to business incubators.

Multilateral Programs

Programs supporting international or cross border development such as supporting
“entrepreneurship.”

Multilateral donors are often financial institutions that provide financing for national development.
The best-known multilateral donors are development banks.

__ BIC
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Grants, Sponsorships, and Partnerships

Grants

- Refer to a transfer of funds to a venture without requirement of repayment, but with conditions.

« Have multiple sources: governments, foundations, and corporations.

« Should be sought from donors with an interest, mission, and/or objective supported by the incubator.

- Different donors/sponsors usually have different purposes and provide grants to incubators that are most-likely
to benefit from their interests in the long run.

Sponsorships
- Similar to grants but can last for a number of years.
- Different sponsors require different approaches and justification for funding.

« Are vulnerable to change, as third parties have their own agenda and may stop or reduce funding at any point.

) BIC
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Grant/Donor Financing and Sponsorship
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Sponsor
Technical Universities

Research Institutes
Public/Private Partnerships

State
Private sector

Venture capitalists

Incubator Orientation

Innovation, faculty/graduate student
involvement

Research commercialization

Investment, employment, other
social goods

Regional development, poverty
alleviation, equity

Profit, patents, spin-offs, equity in
client

Winning enterprises, high portfolio
returns



Debt Financing

Commercial Loans Subsidized Loans

« Are usually operated by commercial
banks, but with funds originating from

« Raise funds through debt. the government.

« Are generally offered by banks and

require contracts and collateral. faggainliend to foster political godls.

« Are often a good alternative to
traditional commercial loans, offering
lower interest rates and more
favorable maturity terms.

« Should be considered only by incubators
able to afford the interest rates and
monthly payments.

« Higher cost than other debt financing

options. « Require collateral.

__ BIC
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Revenue from Incubated Enterprises

Better known ways of becoming a sustainable incubator.
pX») BIC
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Revenue from Incubated Enterprises

« Can provide an incubator with steady revenue.

« Average between 20 and 25% of an incubator’s total revenue in Europe. Varies
elsewhere, with Russia up to 83.7%, while Chinese incubators bring in negligible

amounts.

« Employ less staff members (1-5), typically 1 manager for every 20-30 incubatees.

« Are susceptible to the rental market’s ups and downs.

« Bears the risk that incubator will act more as a leasing company rather than an

incubator.

« Can include: bookkeeping, marketing, document processing, study tours, and

traditional business consulting.

« Requires managers to balance the amount of attention they give any one
incubatee, as more attention may move toward incubatees paying for additional

,_ BIC services.
/%) AFRICQ. Pricing of services (compared to market) and collection of the fees can be difficult.



Revenue from Incubated Enterprises

" AFRICAN BUSINESS INCUBATOR COMMUNITIES

Provide the incubator a
portion of incubatee
revenue.

Typically 2 to 5% of
incubatee revenue and last
up to 3 years.

Can take months or years
to provide significant
revenue.

Not easy to execute.

Not commonly used yet.

The incubator receives a
percentage of funding that
it secures for its
incubatees from outside
sources.

Are based on an
incubator’s ability to bring
in investors for its
incubatees.

Incubator managers
should set goals and
dedicate time to establish
funding.

Not commonly used yet. Is
not legal everywhere.

Provide the incubator with
revenue when the incubatee
achieves a profit and pays off
dividends.

Usually between 2 to 10% of
company’s equity.

Can bring in revenue through
capital gains.

Can take months or years to
provide significant revenue.
Are the least common of the
available revenue options.
Requires specific knowledge
and skills of incubator
management team.



Which model is more sustainable?

[=];

 https://www.menti.com/al5zaxzf7nr
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Analysis of the Feasibility and Financial Sustainability of
Each Model

Service Fees

Feasibility:Good for covering regular operating costs.

Sustainability:It depends on the volume and the ability to attract customers.
Participation in Capital

Feasibility:Potential for high returns in the long term.

Sustainability:High risks, uncertain and delayed returns.
Sponsorships and Partnerships

Feasibility:Significant resources can be obtained.

Sustainability:Need to maintain relationships and prove ongoing value.
Public Funding

BIC . Feasibility:Access to substantial funds.
» AFRICa

Sustainability:It depends on government policies and can be volatile.



Strategies to Diversify Revenue Sources and Minimize
Financial Risks

Revenue Diversification
Model Combination:Balancing short-term and long-term sources.
Development of New Services:Identify opportunities to expand the offering.
Strategic Partnerships
Collaboration with Multiple Partners:Reduces dependence on a single source.
Goal Alignment:Ensure that partners’ interests are aligned with the incubator.
Robust Financial Planning
Contingency Reserve:Preparing for periods of lower revenue.

Risk Assessment:Identify and mitigate potential financial threats.

__ BIC
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Incubator Income Breakdown - Examples

European Business & Innovation Centre Network (EBN)

B National, regional, local bodies
7% 2% (27%)
B EU structural funds (8%)

m Other public subsidies (2%)

B Public Sector Income - Programme
or project management (14%)

m Other publicincome (6%)
m Income from EU Programmes (5%)

# Income from housing + incubator
services (23%)

® Income from clients-
SMEs/Entrepreneurs (7%)

= Other private income (7%)

6% 14% W Private sponsorship (2%)

pXn) BIC
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Incubator Income Breakdown - Examples

Middle East / North Africa: Type & Financial Model

m Academic (17%)
B Government(38%)
= NGO (38%)

B For-profit (4%)
B Not-for-profit (96%)

| Private sector (8%)

pXn) BIC
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Exercise - Financing Options Match

1. Equity Financing
2. Grants

3. Sponsorship

4. Commercial Loans
5. Subsidized Loans

y A B I c
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Usually operated by commercial banks and/or financing agencies, but with
funds that originate from the government. Often used to foster political
goals by offering advantageous financing terms.

The traditional option of raising funds through debt. Generally offered by
banks, they require contracts and collateral. Incubators that are able to
afford the interest rates and monthly payments that come with these
should consider this option.

Refers to a transfer of funds to a venture without requirement of
repayment, but with conditions, often in order to support the venture in
advancing the objectives of the recipient. Usually one-time transfers of
funds and can come from many sources, including government agencies,
foundations, and corporations.

Refers to the financing of a venture in which the venture receives financial
resources from an investor in exchange for an ownership position.

This financing option is similar to grants, though they are often carried
through a number of years. Sources can be government agencies,
individuals, universities, foundations, and corporations.



B - Balancing Mission and Financial Goals
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Ensuring Affordability for Startups While Diversifying
Income

Mission-Driven Pricing

Setting scholarship tiers or partial subsidies for high-potential or underserved founders.

Corporate Sponsorship Offsets

Corporates subsidize fees for certain cohorts in exchange for brand placement or access to innovative solutions.

Real-World Application

If the mission is to uplift women-led startups, the incubator might offer reduced fees to women founders while
charging others standard rates.

¥ /| B I c
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Assessing Funding Challenges in Africa

https://www.menti.com/al3j62betmw?2
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Assessing Funding Challenges in Africa

Challenges Incubators Face:

Cost of Finance and Bureaucracy

Political and Economic Instability Information Gap

Lack of Institutional Development

Corruption
Unreliability of Governmental

and Donor Funding

70 BIC
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Developing the Appropriate Fundraising Strategy

TYPE OF FINANCIER

ARGUMENTS FOR FUNDING AN INCUBATOR

Development Agency /

Development Bank

Investing in the long-term wealth of communities, countries and markets within the framework of changes in national
economic strategy that aim at improving the social and economic conditions of specific regions and countries.

Investing in growing new successful businesses and creating jobs that provide social economic development.

Facilitating the incubator’s access to other sources of funding.

Influencing the business environment and managing key operating risks (e.g. changes in regulatory investment) in order

to contribute to the national incubation strategy.

University / Academic

Organization

Investing in building trusted relationships for the achievement of a shared vision (e.g. as a member of the Board of
Directors of the incubator).

Influencing the business environment and managing key operating risks (e.g. changes in regulatory investment) in order
to contribute to the national incubation strategy.

Developing mechanisms for technology transfer via spin-outs.

Becoming a recognized player in the national system of innovation.

Private Bank

Investing in building trusted relationships for the achievement of a shared vision (e.g. as a member of the Board of
Directors of the incubator).
Facilitating the incubator’s access to other sources of funding.

Building a future client base for the bank.




Developing the Appropriate Fundraising Strategy

TYPE OF FINANCIER

ARGUMENTS FOR FUNDING AN INCUBATOR

Private Investor

Investing in the long-term wealth of communities, countries and markets through investing in incubatees.

Facilitating the incubator’s access to other sources of funding.

Investment in their own future deal flow by creating the value chain.

Influencing the business environment and managing key operating risks (e.g. changes in regulatory investment) in

order to contribute to the national incubation strategy.

Public Sector /

Government Organization

Investing in the long-term wealth of communities, countries and markets within the framework of changes in
national economic strategy that aim at improving the social and economic conditions of specific regions and
countries.

Investing in growing new successful businesses and creating jobs that provide social economic development.
Becoming an active facilitator in developing a national system of innovation, required for moving into the global
knowledge economy.

Ensuring the registration of businesses and hence reducing the amount of companies operating in the grey market.
Facilitating the incubator’s access to other sources of funding.

Influencing the business environment and managing key operating risks, such as changes in regulatory investment, in

order to contribute to the national incubation strategy.




Developing the Appropriate Fundraising Strategy

TYPE OF FINANCIER

ARGUMENTS FOR FUNDING AN INCUBATOR

Foundation

Investing in the long-term wealth of communities, countries and markets.

Investing in building trusted relationships for the achievement of a shared vision, such as a member of the Board
of Directors of the incubator for example.

Investing in growing new successful businesses and creating jobs that provide social economic development.

Facilitating the incubator’s access to other sources of funding.

NGO/Civil Society

Organization

Investing in the long-term wealth of communities, countries and markets within the framework of changes in
national economic strategy that aim at improving the social and economic conditions of specific regions and
countries.

Investing in building trusted relationships for the achievement of a shared vision, such as a member of the Board
of Directors of the incubator for example.

Investing in growing new successful businesses and creating jobs that provide social economic development.

» AFRICAN BUSINESS INCUBATOR COMMUNITIES




Developing the Appropriate Fundraising

What are the financiers you may
identify from your operating area?

What are their missions, goals and
activities?

4 )
DO YOUR

What arguments should you use to COLLEAGUES AGREE?
convince them to fund your
incubator?

WHAT WOULD THEY
\ J RECOMMEND TO

YOU?
pXp) BIC
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B - Developing and Using Financial Models
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Investment Spreadsheet

wwwwwwwwww

AFRICAN BUSINESS INCUBATOR COMMUNITIES

Pre-operating expenditures

Feasibility Study | Legal Services | etc.
Physical Facilities

Building Construction | Modification of Space | etc.
Equipment

Furniture | Computers | Copy Machines | etc.
Human Resources

Recruitment | Consultancy Fees | etc.
General Expenditures

Implementation Expenditures | etc.
Reserves

Set aside to build up cash reserves or unexpected



Cost and Expenditure Spreadsheet
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OPERATING COST
Staff
Management salaries
Other salaries
Social security payments
Training
Qutside services (e.g. consultants)
Etc.
Utilities and Fuel
Electricity
Water
Gas
Security
Etc
Transportation
Rent
Insurance
Information & Communication Technology
Telephone
Internet

Etc

Publicity, Communications and Advertising

Entertainment
Rental Equipment
Repairs & Maintenance
Business Materials
Paper
Other stationary
Etc.
Total Operating Costs
OTHER COSTS
Taxes
Etc.
TOTAL COSTS

YEAR1

YEAR2Z

Staff
Salaries | Social Security | Training | etc.
Utilities and Fuel
Electricity| Water | Gas | Security | etc.
Transportation
Rent
Insurance
Information & Communication Technology
Telephone | Internet| etc.
Publicity, Communications and Advertising
Entertainment
Rental Equipment
Repairs & Maintenance

Business Materials



Expense Tracking: Fixed Costs vs. Variable Costs

Fixed Costs: Salaries, rent, insurance, software licenses. These remain relatively constant regardless
of the number of startups served.

Variable Costs: Event-related expenses, materials for workshops, travel for mentorship sessions,
marketing campaigns.

Why This Matters:
= Understanding the cost structure helps in determining break-even points and setting service fees
or fundraising targets.
Example:

= If your incubator hosts a demo day for 50 people every quarter, the cost (food, venue,
marketing) is variable and depends on how big the event is.

) BIC
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Cost Structure

Identifying the Main Costs
Operating Costs

Facility Maintenance:Cleaning, security, repairs.
Public Services:Water, electricity, internet.
Office Supplies:Basic supplies and equipment.

Personel Costs
Salaries and Benefits:Internal team remuneration.
Mentor and Consultant Fees:Costs with external professionals.

Professional Development:Courses and training for the team

__ BIC
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Cost Structure

Identifying the Main Costs
Technological Infrastructure Costs
Software Licenses:Costs for essential tools.
Services incloud:Hosting, storage and processing.
Technological Equipment:Investment in updated hardware.
Marketing and Acquisition Costs
Incubator Promotion:Advertising campaigns, presence at events.

Community Involvement:Organization of events and activities

'! BIC
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Strategies to Optimize Cost Structure and Increase Efficiency

Cost Analysis

. Expense Mapping:Identify all areas of spending.

. Cost-Benefit:Evaluate the return on each investment.

. Waste Reduction:Eliminate unnecessary expenses.

Operational Optimization

. Process Automation:Use technology to reduce costs and increase productivity.
. Economies of Scale:Expand services to dilute fixed costs.

. Negotiation with Suppliers:Obtain better commercial conditions.

Financial Planning

.  Strict Budget:Set clear limits on expenses.

. Continuous Monitoring:Monitor finances regularly.

S APRICAN BUSINESS INCUBATOR COMMUNITIES




Revenue Sources

Different Revenue Models for Incubators
Service Fees
Space Rental:Charging for the use of offices and rooms.
Consulting Services:Offer expertise in areas such as management, marketing and finance.
Workshops and Events:Registration fees for training and conferences.
Participation in Capital (Equity)
Equity Stakes:Receive a percentage of the company in exchange for services.

Hybrid Models:Combination of reduced fees with shareholder participation

AFRICAN BUSINESS INCUBATOR COMMUNITIES
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Revenue Sources

Sponsorships and Corporate Partnerships
Financial Sponsorships:Companies that support the incubator in exchange for visibility.
Strategic Partnerships:Access to corporate resources and expertise.

Public Funding and Grants
Government Programs:Funds for economic development and innovation.
Competitive Grants:Participation in public tenders

Investments and Donations
Philanthropic Donations:Resources from foundations and individuals.
Impact Investments:Capital from investors interested in social returns.

'! BIC
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Revenue Spreadsheet

Incubator Generated
Rent from incubatees
Consultancy services
Royalty agreements

Etc.

Total Incubator Generated Revenue

Third Party Generated

Government Grant
International Development Agency Grant
Corporate Sponsorship

Etc.

Total Third Party Generated Revenue
TOTAL REVENUE

. Incubator Generated

Rent from Incubatees| Consultancy Services | Royalty Agreements |etc.

*  Third-Party Generated

\ BIC Government Grant| International Development Agency Grant | Corporate Sponsorship |etc.
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Comparing Revenue and Cost

ke ) RN 2 VNS S
Incubator Generated Revenue
Rent from incubatees
Consultancy services
Royalty agreements

Etc.

Total Incubator Generated Revenue (A)

Third Party Generated Revenue
Government Grant
International Development Agency Grant
Corporate Sponsorship

i * Comparing both spreadsheets is important

Total Incubator Generated Revenue (B)

TOTAL REVENUE (C=A+B) . . .

peatary to determine financial performance.
Staff
Utilities and Fuel

Transportation
. * Depreciation and Loan payments are not
Insurance
Information & Communication Technology d iSCU Ssed .
Publicity, Communications and Adversiting
Entertainment
Rental Equipment
Repairs & Maintenance
Business Materials
Other Operating Costs
Total Operating Costs (X)
Other Costs (Y)
TOTAL COSTS (Z=X+Y)
NET PROFIT (CASH FLOW] (C-Z)

AFRICa
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Comparing Revenue and Cost

What are the difficulties in projecting revenues and costs?

pXp) BIC
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Comparing Revenue and Cost

- Forecasting: When starting a business, it is hard to forecast the income and expenditures
resulting from some activities, for instance because the manager may not have the specific
market knowledge to develop accurate forecasts.

- Uncertainties: Business, like life, is not predictable. Uncertainties in business outcomes,
demand and many other factors make predicting future revenues and costs difficult.

- Risk: All business-like organizations are subject to risks. These may include incubatees delaying
payment on their bills for rent or incubator services, or an incubatee may fail and leave the
incubator with unpaid charges. A common scenario is when public subsidies are not received on
time. If the incubator is dependent on these subsidies, these late payments can cause a
significant cash flow problem for the incubator.

'! BIC
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Financing and Acquiring Necessary Items

Investments
* Pre-operating * Computers and
Expenditures Printers
* Feasibility Study * Copy Machine
* Real Estate Agency * Software
* Legal Services * Fax Machine
* Consulting Services * Etc
* Ftc. * General Expenditures
* Physical Facilities * Inauguration
* Building Purchase Activities
* Building Construction < Initial Advertising
* Installation of Utilities * Etc.
* Building Renovation <+ Reserves
* Etc. * Reserve Fund
* Equipment
* Furniture
* Internet Network and
Installation

) BIC
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Annual Operating Costs

Staff

* Management Salaries

* Other Salaries

* Social Security
Payments

* Training

* Qutside Services

* Benefits

* FEtc.

Utilities and Fuel

* Electricity

* Water

* @Gas

* Waste Management

* FEtc.

Transportation
Rent

Information and
Communication

Technology

* Telephone

* Internet

* FEtc.

Publicity,
Communications and
Advertising
Entertainment
Rental Equipment
Repairs and
Maintenance
Business Materials
* Paper

* Other Stationary



The Importance of Incubator Cash Flow

« Cash flow is essential to all businesses.

« Early detection of problems enables a manager to take corrective action.

How to succeed?

« Monitor overall financial performance and be aware of progress towards financial sustainability.

« Monitor the accounts payable (the incubator’s obligations to pay what it owes to others) and
accounts receivable (amounts owed by incubatees or other entities to the incubator) on a
regular basis.

» Develop a strategic approach for controlling bank balances, reserves, and investing funds.

» Require all operational areas to be familiar with the manager’s activities and needs.

) BIC
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The Importance of Incubator Cash Flow

What can a manager do to address short-term financial trouble?

Inject Funds from a Bring Projects Forward
Reserve Account

Postpone Commitments Draw Up Alternative Strategies




Exercise

« Case Study

Templates
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Solution - case study
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Revenue Diversification

1. Corporate Sponsorship & CSR Partnerships

« Description: Collaborate with local and international corporations interested in social impact, diversity, or entrepreneurship.
« Examples: Tech companies sponsoring workshops or funding incubator programs.

 Revenue Potential: Medium to High.

« Mission Alignment: High, directly supporting entrepreneurial initiatives for underrepresented groups.

« Advantages: Immediate setup, aligns with social impact goals, scalable.

2. Fee-Based Training & Consulting Services

« Description: Offer short-term training programs, boot camps, and consulting services to businesses.

 Target Audience: SMEs, corporates looking to innovate, or expand entrepreneurship initiatives.

 Revenue Potential: Medium (increases as the reputation grows).

« Mission Alignment: Medium to High, leveraging expertise in entrepreneurship.

__ BIC
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Revenue Diversification

3. Government & Development Agency Grants

* Description: Apply for grants requiring co-financing; partner with development agencies on specific impact projects.
* Revenue Potential: Medium to High.

* Mission Alignment: High, with opportunities to fund underserved entrepreneurs.
* Challenges: Time-intensive application process and matching fund requirements.
4. Equity Crowdfunding or Angel Network (Optional)

*  Description: Facilitate funding networks for startups; earn success fees.

* Revenue Potential: Medium (long-term growth potential as portfolio matures).

* Mission Alignment: High, positioning the incubator as a funding pipeline.

5. Prioritizing Revenue Streams

1. Corporate Sponsorships - High funding potential, fast alignment.

2. Government Grants - Significant funding with longer timelines.

3. Fee-Based Services — Diverse revenue with potential for steady growth.
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Financial Model (Three-Year Plan)

ltem Year 1 Year 2 Year 3
Revenue

- Corporate Sponsorships $40,000 $50,000 $60,000
- Government/Dev Grants $30,000 $40,000 $50,000
- Service Fees (Co-working, $25,000 $35,000 $45,000
Mentorship, Trainings)

- Consulting & Workshops $10,000 $15,000 $20,000
Total Revenue $105,000 $140,000 $175,000

Expenses

- Fixed Costs (Rent, Salaries,
Utilities)

$96,000 annually

$100,000 annually

$104,000 annually

- Variable Costs (Events, Marketing,
etc.)

$36,000 annually

$40,000 annually

$45,000 annually

Total Expenses $132,000 $140,000 $149,000
Net Surplus/(Deficit) -$27,000 $0 +$26,000
Starting Cash Reserve $25,000 -$2,000 $-2,000 + Surplus
Ending Cash Reserve -$2,000 -$2,000 +$24,000
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AFRICAN BUSINESS INCUBATOR COMMUNITIES



Financial Model (Three-Year Plan)

o The first year shows a deficit if no immediate cost cuts or bridging funds are found. Strategic short-term
loans, bridging grants, or timely corporate sponsorships can mitigate this.

o The financial plan should be revisited quarterly to adjust for new grants, sponsorship deals, or
unexpected delays.

Accounting for Uncertainties

o Tax Increases: Include a 10—-15% contingency in expense budgets to accommodate changes in tax or
regulatory fees (e.g., co-working space tax).

 Delayed Revenue: Maintain a rolling forecast and a reserve requirement (e.g., at least 2-3 months of
operating expenses in the bank). If major sponsorships or grants are delayed, use a short-term line of
credit or reduce variable costs (e.g., scale back events).

o Startup Exits: Equity stakes may yield future windfalls but are uncertain. Do not rely on them as a core
revenue source in the near term.

__ BIC
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Cost Management

Rent Negotiation or Shared Spaces

* Seek shared facility partnerships (e.g., with universities, innovation hubs) to reduce rent.

* Negotiate a lower lease rate or space-sharing arrangement in exchange for programming or consulting services.
Optimize Staffing & Volunteer Programs

* Use skilled volunteers, interns, or part-time experts for specific programs (marketing, IT, legal).

* Explore performance-based or part-time compensation models where feasible, while ensuring core staff are retained.
Digital-first Events & Workshops

*  Shift some workshops and mentorship sessions online, reducing venue and logistics costs.

* Maintain quality by utilizing interactive platforms and recorded content.

Managing Cash Flow During Funding Delays

* Bridge Financing: Arrange short-term loans (e.g., from impact investors or local financial institutions).

* Reserve Policy: Aim to maintain a minimum of two months of operating expenses in liquid reserves.

* Staggered Vendor Payments: Negotiate flexible payment terms with suppliers and partners.

* Batch Payments vs. Real-Time: Consolidate monthly expense payments to maintain tighter control over outflows.
g BIC
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Partnerships

Feasibility of Tech Company Sponsorship & Agritech Accelerator
Tech Company Sponsorship
Financial Feasibility: Likely feasible if the sponsorship covers direct program costs plus some overhead.

Operational Feasibility: Low administrative burden if deliverables (e.g., workshops, networking events)
are clearly defined.

Risk: Ensure that the corporate sponsor’s objectives align with the incubator’s mission. Watch out for
brand dilution or sponsor-driven content that deviates from your core mission.

Agritech Accelerator (Revenue-Sharing Model)

Financial Feasibility: Potentially beneficial if the partner can bring in participants and resources. Revenue
sharing can mean incremental earnings without large upfront investment.

Operational Feasibility: Joint events require clear role definitions, marketing responsibilities, and
cost/revenue split.

Risk: Over-dependence on another entity’s ability to market or secure participants. Risk of disputes if
revenue projections are not met.

'! BIC
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Partnerships

Financial & Operational Risks Before Committing
Financial Risks
« Inadequate sponsor/partner funding commitments.
« Unclear exit clauses or liability in contracts.
« Underestimation of overhead or staff costs for delivering partnership programs.
Operational Risks
« Brand misalignment or mission drift.
« Inability to meet sponsor or partner KPIs within agreed timelines.

« Staff capacity to manage additional programs effectively.

__ BIC
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Monitoring and KPIs

Financial Health

* Monthly Burn Rate: Actual monthly expenses vs. budget.

* Runway: Number of months of operating expenses covered by current reserves.

* Revenue Diversity Ratio: Percentage of revenue from each source (grants, sponsorships, fees, etc.). Aim to ensure no single source exceeds 30-40% of total revenue.
Program Impact & Mission Alignment

* Number of Startups Supported: Tracking how many underserved entrepreneurs go through the programs.

® Survival Rate of Graduated Startups: Gauging success and impact.

* Female or Underserved Participation: If aligned with your core mission of inclusivity.
Partnership Performance

® Sponsor/Partner Satisfaction: Measured through regular feedback or net promoter scores (NPS).

* Event/Program Attendance and Feedback: Track attendance rates, satisfaction surveys, and outcomes (e.g., funding raised by participants)
Ensuring Alignment of KPIs with Financial & Mission Goals
® Present both financial and impact metrics in board and donor reports to ensure transparency.
* Review Meetings: Involve all stakeholders (management, staff, partners) to evaluate progress on KPIs, discuss corrective measures, and realign if needed.

* Qutcome-Based Budgeting: Allocate resources based on programs and activities showing the strongest link to mission-critical outcomes and financial health.
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C - FINANCIAL CONTROLS AND RISK
MANAGEMENT
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Indicators of Successful Financial Management

Net Profit Margin

Net Profit Margin = Net Profit / Revenues * 100%

Self-Sustainability Ratio

Self-sustainability Ratio = (Incubator Generated Revenue) / (Third Party
Generated Revenue)

) BIC
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Indicators of Successful Financial Management

1. Enables a manager to determine how much the incubator generates in taxes for
each monetary unit that is invested in the incubator.
2. Can be calculated by assessing what portion of each incubatee’s income is

taxable.

1. Shows the total taxes paid each year by an incubator’s graduates.
2. Successful incubation should see this humber grow steadily, as more graduates pay more
taxes and continue to grow beyond the incubator’s program.

1. Measures the cost required for the incubatees to create a position.
2. This includes costs associated to:

« Employee’s Salary

« Benefits

) BIC .
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Opportunities & Success Models for Sustainability

o P
! 1

« A business incubator needs to maximize the revenue that is earned from its clients.
« Even if the business incubator relies upon ongoing funding from government, it still
needs to be managed with an entrepreneurial mindset.

Incubation may never be 100% financially self sustainable and may need to
- rely upon on-going financial subsidies, particularly in smaller states, and/or
BIC integrating business incubation with other related activities.
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Implementing Financial Control Systems

Budgeting Frameworks and Variance Analysis
Annual Budgets with Quarterly or Mid-Year Reviews

« Break down the annual budget into shorter review cycles (e.g., quarterly) to keep tabs on actual vs. planned
spending.

« Example: Budget $5,000 for marketing in Q1. If only $3,000 is spent, you have a $2,000 positive variance. Decide
whether to reallocate or save the surplus.

Variance Analysis
« Compare actual revenue/expenses to forecasted amounts.
« Investigate discrepancies (positive or negative).

« Decide on corrective actions (reallocation, budget adjustments).
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Setting Approval Workflows and Minimizing Fraud

Segregation of Duties

« The person authorizing payments should not be the same person recording transactions.
» Helps prevent internal fraud and encourages transparency.

Tiered Approval Levels

» Small expenses: Approved by project managers.

» Large or strategic expenditures: Require approval from directors/board.
Fraud Risks

» Fake invoices, inflated supplier costs, misuse of credit cards.

Fraud Prevention Tactics

* Regular audits and random spot checks.

» Two signatures required for payments over a specific threshold (e.g., $1,000).
» Use online approval systems (Bill.com, Zoho) to track approval history

J A BI c
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Reporting and Compliance Requirements

Donor/Investor Requirements

Some grants require monthly or quarterly financial reports, proof of expenditures, and detailed
documentation.

Local Regulatory Compliance
Filing annual returns, tax obligations, maintaining updated financial records.

Non-compliance can lead to legal issues, fines, or loss of funding.
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Scenario Analysis and Contingency Planning

Adapting to Revenue Delays or Unexpected Expenses

Contingency Funds

* Set aside a portion of monthly revenue (e.g., 5-10%) to cover emergencies.
Negotiating Payment Terms

*  Seek flexible installment plans with vendors.

. Ifflxample: Ah?udden need to replace an HVAC system for $10,000. Use contingency reserves + 3-month payment plan to manage cash
ow smoothly.

Preparing for Exchange Rate Fluctuations and Regulatory Changes

Hedging Strategies

* Hold a portion of funds in stable currencies if grants are in USD/EUR.

* Convert funds in stages rather than all at once.

Monitoring Policy Shifts

Stay updated on local tax laws, grant regulations, or changes in international funding priorities.

Examp!e - An incubator in Ghana receiving USD converts part immediately to local currency and holds some in USD to protect against
epreciation.
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Interactive Scenario Exercise

Sample Scenario

A major sponsor delays funds by three months.

Cost-Cutting: Which expenses could be deferred or reduced temporarily?
Short-Term Funding: Could you secure a bridge loan or negotiate vendor payments?
Decision Factors: How to maintain core programs and staff morale during the delay?
« Brainstorm

)




Tools and Techniques

Accounting Software

Popular Platforms: Wave, QuickBooks, Xero, Zoho Books.

Key Benefits:

« Automated invoice generation and tracking.

« Real-time financial statements (Profit & Loss, Balance Sheet).

« Reduced human error and simpler compliance reporting.

Financial Dashboards

Visualizing Metrics

« Track monthly revenue, expenses, number of participants, runway, burn rate.
Cloud-Based Solutions - Google Data Studio, Tableau, Power BI for data visualization.

A dashboard that shows daily cash flow and budget vs. actual spending per category in real time.

__ BIC
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D - LONG-TERM FINANCIAL PLANNING AND
METRICS
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Building a Financially Resilient Incubator

Reserve Funds and Multi-Year Revenue Strategies
Allocate a surplus each year to handle unforeseen shortfalls or seize new opportunities.
Multi-Year Planning
Gradually diversify income streams over 3-5 years.
Example Path:
Year 1: 80% grants, 20% service fees.
Year 3: 50% grants, 30% services, 20% equity returns.
Year 5: 30% grants, 40% services, 30% equity/partnerships.
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Example - Bethnal Green Ventures (BGV),

» Early Years (Heavily grant-funded)Primary Funding Source: Philanthropic grants and government support (e.g., Nominet
Trust, Nesta, and other charitable entities).Why Grants First? As a socially oriented program focused on “tech for good,” BGV
drew interest from funders prioritizing social impact. Most of its budget went toward providing stipends to founders, covering
program costs, and building initial brand recognition.

» Mid-Stage (Blended revenue)Introduction of Service Fees: BGV began to formalize workshop offerings, educational
programs, and consulting services for corporate clients who wanted insight into social impact innovation.Equity Returns: By
taking small equity stakes in each startup, BGV accumulated minority holdings that, over time, began to generate returns
from successful portfolio companies. These gains were reinvested in the accelerator’s operations. Partnerships/Sponsorships:
In addition to philanthropic backers, BGV secured sponsorships from larger corporates interested in exploring social impact
solutions.

» Later Stage (Diversified and sustainable) Reduced Reliance on Grants: Though grants remained part of the mix for specific
impact-driven projects, they no longer funded the majority of annual operations. Significant Service & Partnership Revenue:
As BGV's reputation grew, it attracted more partners (including impact funds, angel investors, and corporations) paying for
research, workshops, or a window into mission-driven startups. Equity Realizations: A few portfolio exits or follow-on funding
rounds created liquidity events, providing a recurring, if unpredictable, revenue source. By year five and beyond, the
accelerator had evolved from a program that was roughly 80-90% grant-funded to a more balanced model that brought in
revenues from a combination of consulting fees, sponsored programs, equity returns, and—still occasionally—targeted
grants. This diversified base allowed BGV to weather changes in the grant landscape, reinvest in portfolio support, and
gradually scale its operations.
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Monitoring KPIs (Burn Rate, Runway, CAC, LTV)

Burn Rate:

The rate at which the incubator uses available funds. For instance, $10,000/month.

Runway:

If you have 50,000incash,youhave5monthsofrunwayata10,000 monthly burn.

CAC (Customer Acquisition Cost):

For incubators offering paid services, how much does it cost to recruit one paying startup?

LTV (Lifetime Value):

Total revenue a startup or tenant is likely to generate during its engagement with the incubator.

Why These Matter:
They give insight into sustainability, growth pacing, and overall health of the incubator’s business model.
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Action Plan

A Steps for Implementing Financial Models and Control Systems

1. Conduct an Internal Financial Health Audit

Assess current funding sources, cost structures, existing controls, and cash reserves.

2. Identify & Prioritize Diversified Revenue Streams

Based on the local ecosystem and incubator’s strengths (e.g., service fees, equity stakes, corporate sponsorships).
3.Customize a Financial Model Template

Incorporate specific revenue assumptions and local cost data.

B Set Up Budgeting & Forecasting Cycles

Monthly or Quarterly Reviews

» Involve key stakeholders and department heads.

Adjust Budgets

« Based on actual spending, new grants/sponsorship deals, or changing startup needs.

Develop a Reporting Timeline

« Align internal board meetings with external donor requirements to maintain transparency and trust.
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Thank you

Supported by DG INTPA & implemented by EBN

https://bic-africa.eu
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