
See discussions, stats, and author profiles for this publication at: https://www.researchgate.net/publication/320183467

Critical Success Factors for Business Accelerators: A Theoretical Context

Conference Paper · September 2017

CITATIONS

6
READS

6,689

1 author:

Some of the authors of this publication are also working on these related projects:

HEFCE Catalyst PIPE Project View project

Michael Fowle

The Open University (UK)

11 PUBLICATIONS   25 CITATIONS   

SEE PROFILE

All content following this page was uploaded by Michael Fowle on 03 October 2017.

The user has requested enhancement of the downloaded file.

https://www.researchgate.net/publication/320183467_Critical_Success_Factors_for_Business_Accelerators_A_Theoretical_Context?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_2&_esc=publicationCoverPdf
https://www.researchgate.net/publication/320183467_Critical_Success_Factors_for_Business_Accelerators_A_Theoretical_Context?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/project/HEFCE-Catalyst-PIPE-Project?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_1&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Michael-Fowle?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Michael-Fowle?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/The-Open-University-UK?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Michael-Fowle?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Michael-Fowle?enrichId=rgreq-cad2871ce16dfdfe8ec4d1b39b70a153-XXX&enrichSource=Y292ZXJQYWdlOzMyMDE4MzQ2NztBUzo1NDUzMjMxOTE3MjYwODBAMTUwNzAyNjU4ODQxMA%3D%3D&el=1_x_10&_esc=publicationCoverPdf


 

 

Critical Success Factors for Business 

Accelerators: A Theoretical Context 

Michael Fowle, Northumbria University, Newcastle upon Tyne, UK 

 

Key words: business Accelerators, seed Accelerators, economic growth, startups 

 

ABSTRACT 

This paper examines the sparse but rapidly growing literature on Business (and Seed) 

Accelerators. It summarises the Critical Success Factors (CSFs) that have been identified by 

academic authors, and matches each factor to operational and strategic activity within an 

Accelerator and to theoretical arguments for and against their importance.  The 10 CSFs 

identified are (1) Links to sources of funding, (2) Brand, (3) Business expertise, (4) Product 

expertise, (5) Startup financial support, (6) Urgency created by time-limited programme, (7) 

Quality of the programme, (8) Mentorship, (9) Networking, and (10) Action-orientation. 

 

 

The aim is to match CSFs with literature from a wider range of disciplines, particularly 

psychology, sociology, economics, leadership and learning.  These each help explain, justify, 

inform and give a theoretical context to the documented CSFs.  The background models, once 

identified, are useful tools in the planning and analysis of Accelerators. 

 

Accelerators are a relatively new phenomenon and there is correspondingly little analysis of 

their structure, impact and performance.  Even the expressions “Business Accelerator” and 

“Seed Accelerator” are prone to misuse and confusion.  This paper examines about 30 sources 

explicitly dealing with Business Accelerators and a larger number of papers that are valuable 

in understanding the foundation, aims and management of Accelerators, factors influencing 

their success and the possible theoretical basis for key claims and observations. 

 

The paper searches the literature for the derivation and current use of key terms, contrasts 

academic definitions with each other and practitioner viewpoints, and offers a working 

definition of an Accelerator.  There is no specific literature review section because the majority 

of the paper is itself a review.  The paper identifies 10 CSFs, groups them into five broad 

themes, and concludes with a synthesis of selected current and classical theoretical models that 

offer explanations of the links between reported CSFs, business practice and startup 

performance in Accelerators. 

 

The findings have strong implications for Accelerators in their decisions about Location, 

Delivery, Funding and Branding.  With Accelerator numbers doubling in the UK over three 

years (Salido, Sabás & Freixas, 2013) high expectations from industry, education and policy 

makers, and very little consensus on best practice, this paper fills an important gap in the 

literature. 
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The perspective in this paper is intentionally theoretical, but there is a pressing need for an 

empirical review to confirm that theory and practice are aligned.  

 

METHODOLOGY 

The exercise is complicated by the variety of organisations calling themselves Business or Seed 

Accelerators and the wide range of stakeholders with differing outcome expectations.  

Accelerators are important but the term itself is now a source of confusion.  Y Combinator, the 

world’s first, most successful and most influential Accelerator does not use the word 

“Accelerator”.  Universities, local government, angel investors, large corporations and 

cooperatives are founding true Accelerators, and just as many are using the same expression to 

describe organisations that are clearly not Accelerators.  The clearest definition is provided by 

Cohen and Hochberg (2014): “A fixed-term, cohort-based program, including mentorship and 

educational components, that culminates in a public pitch event or demo-day.” 

 

Accelerators are themselves only a relatively recent phenomenon. Consequently, the academic 

literature is sparse. There have been several attempts to bring together lists of Critical Success 

Factors but these are generally based on CSFs derived for Incubators, not Accelerators. 

 

With so many sponsors and such uncertainty in the definition there is a wide divergence in the 

structures and aims of Business Accelerators.  This paper starts by answering the question 

“what is a Business Accelerator?”  It contrasts Incubators and Accelerators, and offers a generic 

working definition. 

 

The definition is followed by a brief review of the history of the wider Accelerator 

phenomenon.  Given the publicity and press coverage received by Accelerators, the literature 

is perhaps surprisingly limited, but Y Combinator was only founded in 2005 so specific 

references are necessarily recent.  Some papers on the earlier incubator movement have been 

profoundly influential and there is continuing debate as to whether an Accelerator is more than 

simply a rapid incubator.  

 

The review focuses in more depth on the identification of Critical Success Factors.  Authors 

vary in their terminology and there is a large measure of duplication but it has been possible to 

identify ten discrete Critical Success Factors. These are listed and analysed in the context of 

the activities and circumstances of an Accelerator.  

 

Critical Success Factors are grouped into five categories: (i) Context, (ii) Content, (iii) 

Community, (iv) Cash and (v) Cachet.  Each category contains one or more specific factors.  

For example, Cash is divided into the Availability of Startup Funding (such as seed capital for 

those Accelerators that offer it) and Links to Wider Sources of Funding (improving the chances 

of Accelerator graduates’ finding financial support and surviving long enough to develop and 

prosper). 

 



 

CSFs for Business Accelerators  Page 2 

 

For each factor, the paper analyses the academic attribution and either criticises the relevance 

of underlying theory or evaluates the scientific reliability of the supporting data.  Is Startup 

Funding a success factor or a handicap?  There is conflicting evidence and the data is highly 

dependent on the circumstances in which the funding is approved and deployed.  Philosophical 

and methodological analysis is applied to the five categories and ten individual factors.  The 

result is a list of justified critical success factors laid out in a logical grouping.   

 

CONTRIBUTION 

It is widely acknowledged that entrepreneurship is a key factor in economic growth 

(Wennekers & Thurik, 1999) and Accelerators are increasingly seen as an important policy 

tool, arguably the most important, for encouraging local entrepreneurship.  The World Bank 

(2012) says “Entrepreneurial activity is a pillar of economic growth”, and there is a strong 

correlation between entrepreneurship and growth (Smith 2010, Audretsch & Keilbach 2004).  

The Kauffman Foundation (Kane 2010) estimates that, between 1977 and 2005 in the USA, 

established companies destroyed a net 1m jobs per year, while each year on average 3m new 

jobs were created by startups in their first year.  For balance, it should also be noted that the 

highest start-up rates are to be found in the poorest countries, and some economists have 

observed that entrepreneurs often earn less than they might reasonably expect in employment, 

suggesting to some that entrepreneurship is an inefficient use of human resources.  

 

There is a strong current research focus on ways to create and drive entrepreneurship, either at 

an individual level (Ries, 2011; Osterwalder & Pigneur, 2010) or at an eco-system level 

through education (Seikkula-Leino et al, 2010), policy (Audretsch et al, 2007) or simple 

investment (Feld, 2012).  Perhaps the most popular intervention, linking all these approaches 

is the Business Accelerator. 

 

There may be hundreds of new Accelerators worldwide in 2016 (Hallen, Bingham & Cohen, 

2016, suggest an average of nearly 40 per year in the US alone) but there is very little to guide 

the creators or explain how success can be achieved.  This paper represents the first attempt to 

collate and synthesise the work of a range of authors to create a definitive list of Critical 

Success Factors for Business Accelerators.  The pragmatic matching of critical success factors 

to strategic and operational design decisions is intended to inform policy makers and 

practitioners alike. 

 

INCUBATORS AND ACCELERATORS 

Business Accelerators are a relatively new phenomenon, with the first being founded in 2005.  

This relative disciplinary youth means that there is a thin legacy of academic literature.  

However, the high levels of public and political interest in the impact of Accelerators have 

created a wave of very recent papers, many of them working papers, and often by younger 

researchers.  Consequently, for an academic literature review, a higher-than-usual proportion 

of the material used in the outline review is sourced from websites and articles in general 

publications, rather than from academic journals.  Most of the market data currently available 
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is in industry reports with particularly helpful content in the publications from NESTA (Miller 

& Bound, 2011) and Telefonica (Salido et al., 2013).   

 

Perhaps the most frequently quoted definition of an Accelerator (in Cohen & Hochberg, 2014; 

and Carmel & Richman, 2013) is offered by Miller and Bound (2011).  In their NESTA report 

they claim an Accelerator has five definitive features: (i) an application process that is open to 

all, yet highly competitive; (ii) provision of pre-seed investment, usually in exchange for 

equity; (iii) a focus on small teams and not individual founders; (iv) time-limited support 

comprising programmed events and intensive mentoring; and (v) cohorts or classes of startups 

rather than individual companies. 

 

The definition is popular because it is clear, and there are few competing definitions to rely on.  

However, it is not a perfect definition.  The broad range of industry-specific Accelerators such 

as Techstars (IT), London’s The Fashion Project (fashion) and Springboard’s women-led 

companies in alternating Life Sciences and Digital Media cohorts all make Miller and Bound’s 

feature (i) inapplicable: these Accelerators are not open to all. 

 

The requirement (ii) for pre-seed investment is less convincing when the UK’s Entrepreneurial 

Spark (2015) styles itself “the largest free business Accelerator in the world”.  It, and Aalto’s 

Startup Sauna, offer no startup funding (Karimaa, 2012).   University Accelerators, particularly 

in Europe, rarely offer significant (or indeed any) startup funding and many also breach the 

first condition of openness by insisting that at least one founder is a current or recent student.  

 

A useful and fairly comprehensive review of incubators and Accelerators is offered by Thomas 

van Huijgevoort (2012).  His thesis is that Accelerators are a distinct phenomenon and more 

than simply a specific form of third generation incubator.  Accelerators have two distinguishing 

features: (i) shorter incubation period and (ii) selection and admission criteria.  He offers a 

hybrid definition of a business Accelerator by combining the work of Christianson (2009) and 

Miller & Bound (2011) to produce a list of eight elements. 

 

1. Funding 

2. Small teams, not individual founders 

3. Defined period usually 3-6 months 

4. Intensive coaching/education programme 

5. Networking 

6. An open application process – which is highly competitive 

7. Optionally: a Demo Day at graduation 

8. Optionally: free or subsidised office space 

 

As this list uses Miller & Bound, the same objections apply. 

 

Bill Aulet, the Managing Director of the Martin Trust Centre for MIT Entrepreneurship 

suggests a simpler list of defining features: “space, structure, funding and status” (quoted in 
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Feld, 2012, p118).  Again, the inclusion of funding is specifically American as US and 

Canadian Accelerators tend to offer investment, while European Accelerators often do not.   

 

For the purposes of clarity, this review adopts its own working definition.  An Accelerator is a 

support environment for speeding the growth of startup or young companies or new business 

projects, including (a) co-location, (b) cohorts of alumni progressing together towards a time-

limited goal, (c) a structured learning and development programme and (d) the benefits of 

networking within the programme and with the wider community. 

 

This specifically excludes virtual Accelerators (Ruohonen & Oy, 2007) although, as a model, 

they have particular promise for targeted micro-niche programmes where there is no, or 

insufficient, regional concentration of potential clients.  The insistence on co-location also runs 

counter to the opinions of Nolan (2003) and von Zedtwitz (2003) whose definitions allow for 

virtual incubators, although their work precedes the first Accelerator.  The exclusion is 

consistent with the wider purpose of this review.  A more contentious feature of the working 

definition applied in this paper is the absence of any requirement to provide funding.  This is 

explained above but remains the main issue that might divide a US from a European readership. 

  

Halt, Fesnak, Donch and Stiles (2014) discuss incubators and Accelerators as strategic 

mechanisms for universities to exploit their dormant intellectual property assets.  The chapter 

heading is “Monetization Strategies for Universities and Research Centers” and they are more 

concerned with licensing, IPO (the issue of shares to the public) and other exits for the 

universities.  Their vision of Accelerators is that they are a strategic extension of the activities 

of a Technology Transfer programme (Halt et al, 2014, p 211). 

 

Incubators are often publicly owned, or operate within regional government or universities.   

Abetti and Rancourt (2006) found that one third of incubators in the US, Finland and Ukraine 

are tied to universities.  “Incubation has become a popular method to support economic 

development” (Mian, 2016) and their purpose is to strengthen regional or national economies. 

Wynarczyk & Raine (2005) conclude that business incubators in the North East region of the 

UK contribute in three ways: they add value to the regional economy; they improve outcomes 

for individual businesses and they encourage business startup.  Their measures of success 

include occupancy rates and business survival, both of which may be perverse measures (see 

below).  

 

There is a natural conflict between universities, governments and non-profit organisations and 

the commercial intent of Accelerators and their alumni.  There is also a conflict between 

universities who are ranked and rewarded by their success in retaining and awarding degrees 

to their students, and startup founders who, if successful, should commit themselves 

unreservedly to their new ventures.  The universities want the business success but are punished 

by the immediate consequences of that success (Carney, 2013). Successful university 

accelerators are likely to increase the drop-out rate as students leave to pursue their fledgling 

new ventures.  Business schools rely heavily on accrediting bodies such as EQUIS, AMBA 

and AACSB, and also on public rankings, which often assess graduate salaries as an indicator 
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of the impact of the schools’ programmes.  One of the most influential sources, the Financial 

Times (2017), publishes its methodology for the European Business School rankings stating: 

“The first two alumni criteria are average income three years after graduation and salary 

increase compared with pre-MBA salary, both weighted at 20 per cent.” Although “the 

incorporated self-employed earn much more per hour and work many more hours than the 

salaried and unincorporated”, startup founders, particularly in their first years, pay themselves 

less than they might otherwise earn (Levine & Rubinstein, 2016).  Consequently, a boom in 

entrepreneurship will reduce the average salary of graduates and damage the ranking of the 

business school. 

 

Accelerators tend to have a direct profit goal and many commentators see them as one end of 

the venture capital spectrum.  Fehder & Hochberg (2014), who compare Accelerators to angel 

investors and incubators, find that areas with established Accelerators enjoy higher levels of 

entrepreneurial financing activity both within the Accelerator and more widely.  This stimulus 

to the entrepreneurial eco-system is likely to satisfy local government and the Accelerator’s 

owners, and it echoes the theme of Feld’s (2012) Startup Communities. 

 

Success Factors for Incubators 

Hackett and Dilts (2004a, p66) draw on the work of Smilor (1987), Campbell et al., (1985) and 

Merrifield (1987) to create a list of Critical Success Factors (CSFs).  Although these are 

necessarily directed at incubators, they are reproduced here because they are the academic 

starting point for much of the recent work on CSFs for Accelerators.  Hackett and Dilts group 

their CSFs in three domains: the community, the incubator and the “incubatees”.  

Community  

1. Community support  

2. Entrepreneurial network 

3. Entrepreneurial education 

4. Ties to a University 

 

Incubatee 

1. Business attractiveness 

2. Perception of success 

Incubator 

1. Perception of success 

2. Access to finance 

3. In-kind financial support 

4. Selection & monitoring for incubatees 

5. On-site business expertise 

6. Milestones with clear policies & 

procedures 

 

The Importance of Business Accelerators 

The rise of the business Accelerator is a consequence of parallel changes in technology and 

business philosophy.  There are greatly reduced startup and infrastructure costs for new 

businesses, especially for cheap, scalable IT-based startups.  The Internet and the Cloud make 

a range of business tools available free or for very little charge.  Online services are flexible 

and scalable and obviate the need for large capital investment, and Eric Ries’s (2011) Lean 

Startup approach makes rapid iteration an expectation, not an exception. 
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The world's first Accelerator, Y Combinator, started in Cambridge Massachusetts in March 

2005. Over the following two years two more Accelerators (Techstars and Seedcamp) were 

formed.  To give an idea of the rate of growth, there were 3 Accelerators worldwide in 2007, 

100 in all of Europe in 2013 and more than 65 initiatives calling themselves Accelerators or 

Incubators in London alone in 2016 (Tech London).  Economically, Accelerators may be highly 

effective.  Telefonica's 2013 report "The Rise of the UK Accelerator and Incubator Ecosystem" 

claims a low 8% failure rate for Accelerator graduates and Y Combinator claims that the market 

valuation of its graduate companies exceeds $30b.  

 

Hallen et al (2016) cite Seedcamp as opening in London in 2007 but Seedcamp is not, and has 

never called itself, a true Accelerator.  [Explain]  In 2009 the first true Accelerator opened 

outside the US, when the publicly-funded Difference Engine was started by Jon Bradford in 

Newcastle upon Tyne in the heart of England’s North East. Since then Newcastle has seen 

Ignite100 (2011), SPARKTANK (2015), and, in 2016, The Launch Factory and 

Entrepreneurial Spark.  SPARKTANK is unusual as it was founded as a stand-alone free 

Accelerator and is now embedded within a post-graduate degree in entrepreneurship.  

Entrepreneurial Spark, the world’s largest Accelerator by participant numbers, stands out by 

virtue of its size and the fact that it neither charges, nor takes an equity stake nor offers startup 

capital. 

 
The promise of the Accelerator approach to business generation has been recognised by 

corporations (Barclays, O2, Google), universities (Stanford, MIT, Cambridge) and regional 

government (Barcelona Activa, Startup Chile) as well as by individual investors such as Paul 

Graham, Brad Feld and David Cohen.  The focus, aims and structures of Accelerators vary 

widely and there is no universal definition that adequately brings all together.  This is a problem 

when government, industrial and venture capital backing are becoming widely available for 

Accelerator projects. 

 

ACCELERATOR CRITICAL SUCCESS FACTORS 

Y Combinator

•2005

TechStars

•2007

The 
Difference 

Engine

•2009

Startup 
Sauna

•2012

SPARKTANK

•2015
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Jed Christianson was the first to specifically research the emerging world of Accelerators (in 

his Cambridge University MBA thesis, 2009).  He surveyed 100 Accelerator graduates and 

created a short list of the five aspects of Accelerator provision they valued most highly.  They 

are shown here in order of importance. 

 

1. Links to sources of funding  

2. Brand  

3. Business  

4. Product  

5. Startup financial support  

 

Miller and Bound (2011) add two valuable additional factors: 

 

6. Urgency created by time-limited programme  

7. Quality of the programme  

 

A final factor, perhaps harder to define, is the contribution of internal networking 

(Huijegevoort, 2014).  Miller & Bound (2011) suggest that the value derives largely from social 

learning, especially for the less-experienced entrepreneurs; but peer-pressure, mutual support, 

expectation and motivation are also significant components. 

 

8. Internal networking  

 

Radojevich-Kelley & Hoffman find that mentorship, its inclusion and quality in an Accelerator, 

is the key success factor for Accelerator graduates.  Good mentorship increases the chances of 

finding onward investment, particularly from VCs and angels. 

 

9. Mentorship 

 

Jukka Karimaa (2012) describes the factors to which he attributes the success of Helsinki’s 

Startup Sauna.  They are Acceleration, Networking and Brand Associations.  All three of these 

refer to the quality of intervention, be it mentoring, coaching or the formal aspects of the 

programme, and they reinforce and confirm the findings of the other researchers. 

 

I add a tenth factor, Action-orientation, because it is the essence of acceleration, is at the heart 

of Lean Startup philosophy and is assumed by most of the authors from whose writing these 

factors are drawn.  The table below matches individual factors to authors. 
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Table 1: List of Identified Critical Success Factors by Source 

 

 

 

 
Table 2: Critical Success Factors by Theme 

 

Table 2 groups the 10 CSFs into five wider thematic groups.  They are discussed in the 

following section. 
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Accelerators flourish where entrepreneurship flourishes.  Hence Silicon Valley (Y Combinator, 

500 Startups), New York (Techstars, Angelpad), London (TechStars, Seedcamp), Helsinki 

(Startup Sauna), Berlin (Axel Springer Plug and Play, Microsoft Ventures) and Amsterdam 

(Rockstart, Startupbootcamp) each have several Accelerators.   This clustering may be a 

symptom of local demand, or the Accelerators themselves may be a contributory factor in 

regional growth.  Certainly David Cohen and Brad Feld’s Techstars appears to have been a 

factor in creating an entrepreneurial boom in Boulder, Colorado (Feld, 2012). 

 

Richard Florida (2014a) identifies three elements that contribute to a city’s ability to attract the 

“creative class”: Talent, Tolerance and Technology.  He looks specifically at quality of life 

citing (1) social offerings such as entertainment and culture, (2) openness, which is effectively 

tolerance of new arrivals and their lifestyles, and (3) aesthetics which includes architecture, 

landmarks, geography and the streets of a city.  “What makes an enduring difference in a city’s 

quality of life are small, lowcost, community-initiated, and bottom-up improvements like 

parks, bike paths, neighborhood improvements, and so on” (Florida, 2014a, p203). 

 

A successful Accelerator must either tap a local entrepreneurship resource or draw founders to 

it.  It is not surprising that the top “city brands” overlap closely with the world’s most successful 

Accelerators, whether ranked for “buzz” and “assets” (Guardian, 2014) or for Presence, Place, 

Prerequisites, People, Pulse and Potential (Anholt, 2016 and 2006). 

 

Clearly, the business environment will affect outcomes so a review of PESTEL factors will 

give an indication of economic health.  Michael Porter’s Diamond model is much criticised, 

especially by Rugman (1991 and 1992), and is flawed as a predictor of national growth. It is, 

however, a helpful starting place for an examination of the context for Accelerators and their 

founders and particularly striking to note how Porter’s Advanced Factors are weighted 

differently for entrepreneurial businesses.  The model identifies Competition, Factor 

Conditions, Demand and Support Industries as key contributors to regional growth.  Of these, 

Competition is less important for IP-based startup companies.  Factor Conditions are also 

different for information-based startups where the availability of appropriate technical skills 

matters far more than geographical or geological resources.  Support industries are essential, 

as the “Lean” approach encourages outsourcing. Virtual teams remove the need for co-location 

in many areas but financing, legal support, marketing and advisors all benefit from face-to-face 

interaction (Kenney and Paton, 2005).  

 

The third of Porter’s four factors, Demand, is key.  Most Accelerators adopt Eric Ries’s (2011) 

Lean Startup approach with a focus on a Minimum Viable Product (MVP). Y Combinator 

avoids Ries’s terminology but advises its founders to “launch fast and iterate”.  This iteration 

is a cycle of customer validation and requires close contact with customers.  While this can be 

done well using a variety of communication channels, it is done best when the interaction is 

personal and direct.  “Until you launch you’re designing for hypothetical or at best tame users, 

instead of actual ones” (Y Combinator, 2016).  The conclusion is that the best location for an 

Accelerator is as close as possible to the customers its founders need to reach.  
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Content 

This section includes the two Critical Success Factors, Business expertise (CSF 3) and Product 

expertise (CSF 4) and, specifically, the manner in which this learning is acquired by the 

founders.  It covers the structure of an Accelerator programme as well as the specific 

information content of the workshops, presentations and required outputs.  Location, funding, 

mentors and culture are all addressed in other sections.   

 

In practice, the quality of office space seems to matter less than the location, although Fowle 

and Jussila (2016), co-founders of SPARKTANK, emphasise that culture and expectation are 

key and claim, “The moderating effects of community require physical interaction and a 

geographical centre”.  Y Combinator does not house its founders and, indeed, no longer 

describes itself as an Accelerator, but it does insist that at least one member of each startup 

team is resident in the San Francisco Bay area for the three-month duration.  Most Accelerators 

do offer a working environment and this is a definitive requirement in this paper and for many 

authorities (Aulet quoted in Feld, 2012; van Huijgevoort, 2012; Miller & Bound, 2011) 

although not all (Ruohonen & Oy, 2007; Nolan, 2003; von Zedtwitz, 2003). 

 

There are two identified areas of learned content: market expertise and product expertise.  It is 

self-evident that knowledge and experience in both areas will contribute to business success.  

Product/market issues are the most important in Bruno and Leidecker’s (1988) review of the 

causes of business failure, followed by ineffective teams.  Strong expertise may help with 

issues of design, timing and sales strategies, but when delivered in an experiential setting they 

also contribute knowledge and know-how to the entrepreneurial team. 

 

Jaffee (2007) identifies sources of improved learning for students, including interaction with 

peers, active engagement and problem-solving, and richer relationships with faculty.  All of 

these apply to the working and learning environment of an Accelerator offering co-location.  

Schein (1993) says “dialogue is necessary as a vehicle for understanding cultures and 

subcultures, and that organizational learning will ultimately depend upon such cultural 

understanding. Dialogue thus becomes a central element of any model of organizational 

transformation” and if dialogue makes learning faster, improves problem solving and is the key 

to the Learning Organisation, then the practice of dialogue in Accelerator cohorts also creates 

a culture of dialogue that founders are more likely to take into their startups. 

 

Double loop learning (Argyris and Schon, 1974) involves a cycle of monitoring and adjustment 

that focuses on purpose, conceptual understanding and strategy – closer in principle to 

Schumpeter’s (1942) creative destruction.  The evolution of an entrepreneurial business 

necessarily requires double loop learning. In an Accelerator the reflective mechanism, the 

external viewpoint and the challenge (Schon, 1983), come from internal cohorts and team 

coaching as well as external contacts with mentors, potential investors and the alumni network. 

 

A sense of urgency is a crucial element in new venture creation, project management and 

change management.  “Within a Lean implementation the need to create a sense of urgency is 
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vital since this reinforces the Lean competitive philosophy of speed to market” (Bhasin, 2012).  

Kotter (2008) identifies a number of ways to create a sense of urgency, including establishing 

a clear vision, fostering commitment, communicating urgency and setting short-term goals, and 

celebrating wins.  These are all characteristic of the Accelerator approach where founders are 

completely committed, and the structure of the Accelerator creates a clearly articulated 

purpose, artificial urgent deadlines and peer pressure (and assistance) to perform. 

 

Action-orientation is its own field of research, grounded in emotional regulation and linked 

with resilience, a key entrepreneurial trait.  Those who are action-oriented choose their own 

goals, engage intellectually and emotionally with their work and are able to discard projects 

that cease to be viable (Moss, 2016). The Longman Business English Dictionary gives a simple 

definition: “Using practical methods which involve doing things to deal with problems, not just 

talking about ideas, plans, or theories.”  It is easy to manipulate temporary changes in action-

orientation, and repeated temporary changes become habitual.  Van Putten, Zeelenberg, and 

Van Dijk (2009) show that, following a disappointment, a reflective exercise based on thought 

and emotion tended to promote “state-orientation”, while reflection focused on ways to 

improve or capitalise on the setback increased “action-orientation”.  This is a key finding for 

Accelerators (and an instructive finding for academic courses). 

Community 

The internal and external community for an Accelerator give access to resources, direct 

support, confidence, and improved learning.  This section will focus only on learning which 

has been proposed as the decisive factor in organisational performance (Lopez et al, 2005).  

 

Accelerators differ from incubators because, among other things, they focus on the 

development of their alumni.  Even the use of the word “alumni” suggests parallels with the 

academic world.  Because Accelerators are active, the content is necessarily practical with 

constant testing, experimentation and problem solving.  David Kolb’s Learning Cycle of action, 

reflection, conception and application (Kolb, 2014) draws heavily on the work of Dewey, 

Piaget and Lewin, and more recently acknowledges the influence of William James.  There is 

an almost Cartesian underlying theme that everything, including the examination of experience, 

is itself simply experience.   

 

There is increasing recognition of the importance of reflection as an essential part of learning.  

Graham Gibbs’s (1988) reflective cycle is widely adopted in classrooms and is an integral part 

of many training programmes, including medicine, because, as Boyd and Fales (1983) say in 

their title, “Reflective learning key to learning from experience”. 

 

Accelerators are built on experience and the structure of the programmes implicitly involve 

reflection -from Y Combinator’s dinners, to Springboard’s mentors and SPARKTANK’s team 

coaching.  “Funding startups in batches works better for everyone than the usual approach. It’s 

more efficient for us, but also better for the startups, who probably end up helping one another 

at least as much as we help them” (Y Combinator, 2016). 
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Local industry, the entrepreneurial eco-system and universities are all important components 

of the community surrounding an Accelerator.  Large companies like Apple, Google and Intel, 

create silos of expertise, attract specialists, spin-off new ideas and themselves become 

customers to specialist startups.  Universities perform most of these functions, and are often 

leading or significant partners in science parks and incubators. There is room for discussion 

about whether universities are effective in teaching entrepreneurship (Carrier, 2007; Sanchez, 

2103; Küttim et al, 2014), and some evidence that university incubators, university VC funding 

and their commercial orientation all have less impact on the spin-out rate than internal 

technology-transfer policies and the research eminence of the university (Di Gregorio and 

Shane, 2003).  There is, however, no doubt that universities contribute to the flow of research, 

ideas and innovations.  They make good neighbours for Accelerators. 

Cash 

Cash is the oxygen of business.  It links to Sources of funding (CSF 1) and Startup funding 

(CSF 5). 

 

Davila et al (2003) identify access to venture capital as a success factor for young companies.  

As with other factors, there is a debate about the causal relationship: do venture capitalists 

(VCs) cluster in areas where there is demand for startup funding, or does the presence of VCs 

create startups?  Hellmand and Puri (2001) suggest that VCs are part of a self-reinforcing cycle 

that stimulates economic growth.  They also suggest that the presence of VCs affects the 

choices, strategy, aspirations and trajectory of new ventures, specifying HR practices including 

reward schemes and stock options. 

 

Pfeffer and Salancik (1978) describe how investors open doors to networks and improve access 

to a range of support resources.  Zaheer et al (2000) also focus on the value of networking and 

partnership opportunities, while Shleifer and Vishny (1997) point out that the VCs themselves 

are a resource beyond funding as they contribute directly to the company’s decision-making, 

management strength and experience. 

 

Participation in an Accelerator, of itself, may significantly mitigate the principal-agent problem 

in agreeing funding (Kaplan and Stromberg, 2001).  An Accelerator gives mentors, angels and 

venture capitalists months to develop a relationship with founders and assess their suitability.  

Funding can be highly competitive and the challenge of presenting a convincing case to 

investors, though potentially distracting (Castrogiovanni, 1996), creates another target for 

founders and increases the acceleration bonus. 

 

Occasionally the lure of funding and the competition to win investment distracts the founders 

from the core purpose of the company (Van Dyke, 2012).  It might just as easily be argued that 

a lack of funding can become a fatal distraction for a startup.  Either way the opportunity to 

find financial backing is a positive contribution, but the Accelerator must not allow its funders 

to deviate from the prime purpose of engaging with their target market. 
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Cachet 

The final category is cachet, the special recognition or prestige that comes from the 

Accelerator’s brand and reputation (CSF 2). 

 

Michael Spence in his 2001 Nobel prize-winning “Job Market Signaling” argues that, for an 

employer, a candidate’s educational qualifications are a proxy for other forms of proof of 

ability and would have value even if the educational content were worthless.  The same 

argument applies to Accelerators.  A theoretical IT startup founded through Y Combinator, 

funded by Kleiner Perkins Caufield Byers and based in Mountain View is not an ordinary 

startup.  Its brand associations are so strong that it commands a level of respect even though 

the description says not a word about its product or market. 

 

George Akerlof’s “Market for Lemons” (2001) describes the information asymmetry between 

seller and purchaser of a used car.  Lack of evidence drives the purchaser to assume the worst 

about the car and to discount its value to offset the risk.  This uncertainty exists in startup 

companies, which are not only inherently risky, but their activity is not subject to the same 

levels of disclosure as more established or public companies.  The risk is reflected in the very 

high discount factors, typically 50-70%, used to value their project cash flows (Bhagat, 2014).  

The valuation penalty is reduced as the perceived risk is reduced, and that is a material benefit 

delivered by positive brand associations, such as those offered by a recognised Accelerator 

(Williamson, 1979). 

 

The effect is not limited to the raising of capital.  In any negotiation (for example, with 

landlords, suppliers or staff) the reputation of the startup, which has no track record, is 

disproportionately affected by association with an Accelerator. 

 

For the Accelerator itself, reputation allows it to attract more and better applicants, the 

increased quality creates better outcomes and a richer alumni network and those enhance the 

reputation still further in a virtuous cycle.  A second feedback loop is created when the 

Accelerator can signal its exclusivity.  Robert Cialdini (1993) lists Scarcity and Social Proof 

as two of his six principles of persuasion, and gives the example of a nightclub hiring bouncers 

to stimulate desire.  Stock and Balachander (2005) interpret the manipulation of waiting lists 

for cars and other new products as signalling.  This is the value in Techstars revealing their 1% 

acceptance rate and 500 Startups publishing their “thousands of applications” for 30 places. 

 

The Accelerator needs to demonstrate its quality and desirability through exclusivity and social 

proof.  It needs either to be remarkable or to innovate to keep itself in the public eye, and it 

needs to show that its alumni prosper.  

 

CONCLUSION 
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There is a short history and limited empirical evidence for the performance of Accelerators.  

This paper shows that their apparent success has strong theoretical backing and suggests that 

Accelerators work by, intentionally or fortuitously, combining the advantages observed in a 

wide range of business-related fields.  The structure of an Accelerator allows these separate 

sources of benefit to complement each other.  A drive towards action creates results that 

reinforce the brand and attract investors and mentors.  These improve the quality of the 

experience for founders and allows a more selective intake.  This paper does not take a systems 

dynamics approach, but there is a clear self-reinforcing, positive feedback loop: a spiral of 

success.  Context influences the Contents and structure of the Accelerator, the nature of the 

community, the available cash and is a significant part of the Cachet or brand value of the 

Accelerator.  The diagram below summarises the influence each theme has on the other.  

Reinforcing loops continue until one element reaches a limiting value.  The challenge for 

Accelerators is to nurture each of these five elements so each expands and contributes to the 

overall success. 

 

 
 

There are many types, approaches and measures of success for a Business Accelerator.  Each 

may have a slightly different purpose, aims and values and each may be accountable to its own 

unique set of stakeholders.  However, for general success an Accelerator should: 

 

1. Be located close to the customers for its companies 

2. Focus on the cohort and group learning 

3. Create strong internal and external networks 

4. Offer funding as a reward, not a guarantee 

5. Integrate with investor networks 

6. Build its brand through innovative features, positive associations and remarkable 

alumni stories  

7. Be selective, choose the best and signal exclusivity 

8. Have a high-quality programme with entrepreneurial coaches and time pressure to 

achieve goals. 
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