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¢ It is a good thing to learn caution from »
the misfortunes of others.

Publilius Syrus (85-43 BC)

Writer

Business incubators and accelerators are often hailed as essential tools for fostering
growth in startups. However, not only do entrepreneurs often face the question of which
incubator or accelerator to join, we suggest that they should also question whether or not
to join one at all. Is joining a business incubator or accelerator always a good thing? In
this article, we investigate some of the negative outcomes entrepreneurs can experience
when engaging with an incubator or accelerator. We apply a cross-case analysis of empir-
ical observations from qualitative interviews with Danish and Canadian entrepreneurs to
arrive at a set of recommendations that entrepreneurs should keep in mind when consid-
ering such an engagement. These points are further qualified based on informal inter-

views with four serial entrepreneurs.

Introduction

The concept of business incubation remains topical
and yet it is now more than fifty years old (Al-
Mubaraki & Busler, 2010). The spread of business in-
cubation practices across the world has opened a new
dimension in management theory and practice. In-
deed, over time, the need to manage incubation pro-
grams in a way that helps the formation and growth of
startups has become increasingly important (ECA,
2014).

Today’s typical entrepreneurial ecosystems accom-
modate multiple incubators, which usually comple-
ment each other in terms of the services they offer.
Such multiplicity provides an opportunity for early-
stage startups to maximize their chances for success
by shaping specific incubation strategies that combine
multiple complementary incubation environments
(Jakobsen et al., 2017). According to Al-Mubaraki &
Busler (2010), the most frequently provided services
are marketing assistance, help with everyday business
operations, linkages to strategic partners, networking
activities, Internet access, help with accounting, and
linkages to angel or venture capital investors.
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Understandably, existing research focusing on business
incubation emphasizes the potential benefits for star-
tups, the characteristics of successful incubators, and
the factors that could enhance the chances for success
of both startups and incubation environments. There is,
however, another side of the coin because, “while gener-
ally beneficial to new entrepreneurial start-ups, there
are some disadvantages associated with incubator units
but these are rarely recognized or discussed within the
extant literature” (Barrow, 2001: 362; Mcadam & Mar-
low, 2007). Unfortunately, there is little research focus-
ing on some of the potential drawbacks or
disadvantages of participating in incubation programs.
The objective of the present article is to suggest an al-
ternative exploratory perspective by summarizing the
results of a preliminary empirical study focusing on
identifying some of the potential disadvantages of join-
ing and completing incubation or acceleration pro-
grams.

The content of the article is organized as follows. The
next section summarizes the key insights from the liter-
ature. It reviews some of the definitions of incubators
and accelerators and discusses the sometimes-confus-
ing overlaps between them. In addition, some of the key
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risks of joining an incubator are discussed. The Re-
search methodology section describes the research
steps, the sources of empirical data, and the type of
data analysis to be performed. The Results section
summarizes some of the negative experiences of entre-
preneurs who have been part of business incubation
programs and provides some reflections about the dif-
ferences in these experiences in incubator-like and ac-
celerator-like environments. Finally, the Conclusion
provides some final reflections and summarizes some
of the most typical downsides of being part of an in-
cubator or accelerator.

Key Insights from the Literature

According to Gunter (2012), startups tend to be the
most rapid job creators. Either startups move up by
rapidly expanding their innovation to become econom-
ically successful, or they rapidly go out of business.
Very often, startups develop radically innovative
products and, eventually, disrupt existing markets.
However, startups who seek to do things differently
face several challenges and uncertainties associated
with the shaping of a viable business model, reaching
out to early buyers, setting up durable partnerships
and sustainable operations, etc. To deal with these
challenges and uncertainties, startups usually benefit
from all available resources including existing regional
and national business incubation programs.

Incubation vs accelerators

In order to establish a successful business, entrepren-
eurs are often looking for business programs that
could help the growth of their business. In fact, incub-
ators and accelerators are meant to boost the success-
ful development of newly created firms by increasing
the likelihood of their survival and growth. Incubators
and accelerators should enable a smooth start and fu-
ture growth for startups. However, many concepts of
incubators and accelerators have been put forward,
which sometimes confuses both scholars and practi-
tioners.

The original concept of an incubator has changed
since the first private incubator was established in New
York in 1959 (Hausberg & Korreck, 2018). Since then,
many different forms of entrepreneurship support
have emerged, one of which is the accelerator. The first
seed accelerator was Y Combinator in 2005, which was
followed by TechStars in 2006. Many others have fol-
lowed their lead, but Y Combinator and TechStars re-
main two of the top accelerators in the world today.
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Such programs are now commonplace, but there is still
confusion regarding the terms incubator and accelerat-
or. For example, many startup programs that describe
themselves using the same term do not share common
characteristics (Dee et al., 2015).

Thus, in order to make a distinction between these two
terms, it is necessary to answer the following questions:

* What does an incubator or accelerator offer?
* Who is an incubator or accelerator targeting?

Characteristics of an incubator

The goal of incubators can differ depending on the type.
Hausberg and Korreck (2018) define business incubat-
ors as “organizations that support the establishment
and growth of new businesses with tangible (e.g. space,
shared equipment and administrative services) and in-
tangible (e.g. knowledge, network access) resources dur-
ing a flexible period and are funded by a sponsor (e.g.
government or corporation) and/or fund themselves
taking rent (or less frequently equity) from incubatees.”
Certainly, the most typical goal of an incubator is to
foster entrepreneurship and develop new firms, but dif-
ferent incubators can have different priorities. They tar-
get ventures that are in their early development stages,
so the term incubator should not be used interchange-
ably with the terms science park or technology park,
which are generally designed to support more mature
firms (Hausberg & Korreck, 2018). According to Irshad
(2014), incubators can be classified based on objectives,
formation, types, industry, source of finance, location,
and the specific combination of all of these. For in-
stance, the objective of a non-profit incubator is to cre-
ate new jobs and increase tax bases. Typically,
non-profit incubators are operated by government insti-
tutions. For-profit incubators are focusing on return on
investment and profitability. University-based incubat-
ors can be situated somewhere between non-profit and
for-profit (Hausberg & Korreck, 2018).

Characteristics of an accelerator

As described above, in 2005, a new institutional form of
business incubation emerged: the accelerator. Acceler-
ators incorporate some of the characteristics of incubat-
ors and business angels (Bueren, 2016). They adopt a
distinctive incubation model with a unique way of struc-
turing incubation, growth, and investment initiatives.
Interestingly, the founder of the Y Combinator, Paul
Graham, called the organization a “seed-stage invest-
ment firm” instead of accelerator (Bliemel et al., 2016).
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There is, therefore, a distinction between the classic
business incubator and a typical accelerator. “Accelerat-
ors usually are fixed-term, cohort-based programs
providing education, monitoring, and mentoring to
start-up teams (usually not single entrepreneurs) and
connecting them with experienced entrepreneurs, ven-
ture capitalists, angel investors and corporate execut-
ives and preparing them for public pitch events in
which graduates pitch to potential investors” (Haus-
berg & Korreck, 2018).

The risks associated with selecting and joining an incub-
ator or accelerator

A critical assessment of the effectiveness of an incubat-
or or accelerator can guide entrepreneurs to make the
right decisions about engaging with specific business
support programs. Many entrepreneurs are novices
who lack competencies, working capital, and potential
for funding. Entrepreneurs make decisions based on
what they perceive, and startups often want to be ac-
cepted into a well-established program without consid-
ering if it is the right program to be in. According to
Bliemel and co-authors (2016), entrepreneurs usually
apply to join an accelerator because they need seed
funding, incubation services, and partnership net-
works. They emphasized that, for example, when entre-
preneurs are only seeking mentorship, an accelerator
program could be detrimental to them since there are
many risks associated with an accelerator. Miller &
Bound (2011) articulated several criticisms of accelerat-
or models:

e After graduating an accelerator, startups are still fra-
gile and in need of support.

* The equity taken by accelerators becomes problemat-
ic for further funding. Startups fear “Rich guys launch-
ing ‘startup accelerators’ so they can rip off new
start-up founders” (Miller & Bound, 2011).

* Because of the increasing number of accelerators and
their tendency to invest in early-stage firms, B-grade
companies will not receive investment.

* “If accelerators continue to grow and start producing
thousands of small companies, we can expect to see a
bottleneck developing and in the event of a crash in
confidence in the sector” (Miller & Bound, 2011).

* Accelerators will become “startup schools” who will

encourage learning through educational returns
rather than building real businesses.
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e Accelerators build small companies that do not have
quite global ambitions. These are companies that are
building something that will become a feature of a lar-
ger service, rather than aiming to become a large com-
pany in its own right.

* Accelerators are making entrepreneurship so access-
ible that they start draining talent from larger techno-
logy firms.

Yu (2015) argues that founders with promising ideas
avoid joining accelerators and instead choose different
ways of progressing. For most of them, an accelerator
without a well-established value ecosystem and net-
work is worthless. On the other hand, the best startup
exit for an accelerator or for-profit incubator comes
when the startup is acquired. In this sense, an accelerat-
or is just another type of incubator, whose goal is to in-
crease the startups’ survival chances (Hausberg &
Korreck, 2018). But there remains a lot of definitional
uncertainty. As Mian and co-authors (2016) emphas-
ized, the definition of accelerators cannot be general-
ized due to idiosyncrasies in their relations to political,
economic, social, and geographic conditions.

The summary of the risks associated with the possibility
of startups joining business incubation programs
demonstrates the need for more systematic studies fo-
cusing on the potential downsides of business incuba-
tion practices. The next section describes the
methodology adopted to answer our initial research
question, starting with the hypothesis that it is not al-
ways beneficial for new ventures to join business incub-
ation programs.

Research Methodology

For this study, we adopted an explorative qualitative re-
search approach using multiple semi-structured inter-
views with startup founders, complemented by
informal discussions with serial entrepreneurs. We de-
signed the questions around issues related to some of
the negative experiences of going through specific in-
cubation/acceleration programs and how such experi-
ences affected the future of specific ventures. The
interviewees were the founders of eight startups: four in
Denmark (two active and two partly active) and four in
Canada (three active and one inactive). We believe that
the mixture of active (still operating), partly active (still
operating but with declining activities) and inactive
(non-operating) companies would provide a broader
spectrum of opinions and experiences relevant to our
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study. Table 1 provides an overview of the eight star-
tups featured in the in-depth interviews with their
founders. Each interview was recorded, transcribed,
and coded to help identify key observations. The obser-
vations were then cross-analyzed to identify and priorit-
ize the emerging common issues that could be used as
a basis for the formulation of practical insights.

The in-depth interviews with the startups’ founders
were complemented with insights from informal discus-
sions with additional four serial entrepreneurs (SEI,
SE2, SE3, and SE4). SE1, SE2, and SE3 are Canadian seri-
al entrepreneurs working within the digital market-
ing/cryptocurrency, SaaS, and computer science
industries, respectively. SE4 is a Lithuanian serial entre-
preneur working within the IT sector.

Results

As Eisenhardt (1989) has emphasized, there are many
divergent ways to look at qualitative data. In this study,
we chose to examine the similarities between codified
key insights. Then similar codified key insights were as-
signed to a single coding category. The codes were cre-
ated by using both pre-set codes and emergent codes.
Pre-set codes derived from existing research articles fo-
cusing on various aspects of business incubation pro-
grams and were incorporated into the interview guides,
while emergent codes emerged from analyzing the
data. The analysis identified seven categories, and

based on insights from the interviews, a cross-case ana-
lysis was performed. The categories and key insights of
the cross-case analysis can be found in Table 2, and
they are discussed in greater detail in the subsections
that follow.

In our analysis, we do not explicitly distinguish
between incubators and accelerators and used the
more general term “business incubation program”. We
did this for two main reasons. First, the existing defini-
tions sometimes overlap in some of the characteristics
of the incubation programs, which makes it difficult to
apply the terms in practice in a clear-cut fashion.
Second, the incubation program managers themselves
sometimes use the terms incubator and accelerator in a
relatively loose sense based on personal preferences,
previous experience, and the established language in
their communities. We will focus therefore on the neg-
ative experiences of entrepreneurs who have been part
of business incubation programs and provide some re-
flections at the end about the differences between in-
cubator-like and accelerator-like environments.

Admission criteria: Incubation programs did not perform
due diligence and assessment to ensure startup quality
Business incubation programs have different ap-
proaches to the selection of startup clients. The success
or failure of a startup in a business incubation program
depends on how qualified the program managers are in
selecting the right startups at the right stage. Four out

Table 1. Overview of the eight startups selected for in-depth interviews with their founders

Case Description of Startup / Key Product Status Country
A Student-founded startup focusing on designing furniture Active Denmark
B Premium-priced product to reduce stress and anxiety Partly active  Denmark
C Business consultancy in creativity and innovation Active Denmark
D Product to make automated production line more efficient Partly active  Denmark
E A platform for students to find and apply for scholarships Active Canada
F Synthetic cannabidiols for the treatment of pediatric epilepsy Active Canada
G Engineering service provider working towards building a portfolio of intellectual Active Canada

property related to the control and operation of robotic assets in space
H Online booking platform that simplifies access to workspace and recreation facilities Inactive Canada
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Table 2. Summary of insights from the cross-case analysis related to the negative aspects of incubation/acceleration,
as perceived by the founders of startups interviewed in this study

Category Insight Code Frequency

Admission criteria Incubation programs did not perform due diligence and assessment to AB,C,D 4/8
ensure startup quality

Services and offerings  General workshops, courses, and lectures about entrepreneurship were B 1/8
not found to be valuable
Startups received low commitment from program mentors and advisors D, E, F, H 4/8
The incubation program did not meet the company’s initial B,D 2/8
expectations
Tangible services such as access to manufacturing capabilities werenot A, C, F, G 4/8
provided or were limited

Network Startups did not efficiently use the office space provided by the B,EH 3/8
incubation program
The incubation program’s network was not aligned to the startup’s ADF 3/8
product
Startups were unaware of the business incubation program’s ecosystem E, F 2/8

Financial resources Business incubation programs did not provide direct or indirect access B,D 2/8
to investment

Equity Equity taken by the business incubation program made startups D 1/8
unattractive to potential investors

IP protection Participation in a business incubation program put intellectual property F 1/8
atrisk

Post-incubation Following incubation, startups looked to join another business A B, E 3/8

incubation program or sought business angels

of the eight startups mentioned that their business in-
cubation programs did not perform formal due dili-
gence because of two main reasons: 1) they were newly
established or 2) the program managers simply be-
lieved that the product was in line with the program’s
focus and competencies. None of those four startups re-
ceived feedback or were evaluated by the program. It
could be assumed, therefore, that incubation programs
acted in their own self-interest when attracting new ten-
ants and raising public awareness of their programs.
This is especially applicable to university-based busi-
ness incubation programs, which are more supportive
and more inclusive in nature. SE4, who was co-founder
of an incubation program, pointed out that demo days
are only for community, to show that the program is
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still operating. Overall, entrepreneurs should be con-
scious that incubation programs are not always neces-
sarily acting in the best interest of startups. Moreover,
an incubation program’s admission process should be
seen as an indicator of how seriously managers are tak-
ing a startup into consideration. Without due diligence
on by both the programs and the startups, startups are
at risk of becoming part of a program that is not neces-
sarily valuable to them.

Services and offerings: General workshops, courses, and
lectures about entrepreneurship were not found to be
valuable

One out of the eight startups mentioned that general
workshops and lectures about entrepreneurship were
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not found to be valuable. Startup B emphasized that it
was a waste of time to participate in general workshops
when the company needed financial resources to devel-
op a minimum viable product (MVP). Without a func-
tional prototype, startup B was unable to demonstrate
their proof-of-concept. Despite spending one year in a
university-based incubation program, startup B has not
succeeded in developing a functional prototype. Thus,
startups who are involved in the program can spend a
lot of time working on secondary tasks, instead of focus-
ing on primary ones. According to SE3, business incuba-
tion programs “keep startups busy with stuff which they
don’t really need to do like presentations, instead of
helping them with securing first customers.”

Services and offerings: Startups received low commit-
ment from program mentors and advisors

Four out of the eight startups emphasized that they re-
ceived low commitment from program mentors and ad-
visors. Startup F gave an example in which the lawyer of
their incubation program suggested not to file a patent
application in China despite the company’s plans to ex-
pand globally and build a pilot plant in Hong Kong.
Startup E has not received any support from mentors
and advisors and wished there was someone to keep
them accountable. Startup D, as with start-up E, has
been left on its own. Startup H failed to leverage a
sound marketing strategy and expected advisors to help
them earlier in the process. SE2, who has also passed
through a university-based business incubation pro-
gram, indicated that some of the mentors were profess-
ors and a variety of mentors would have been more
appropriate. SE4 mentioned that some entrepreneurs
do not get appropriate help from incubation programs
because that help is untargeted, as service providers are
not interested in startup results.

Services and offerings: The incubation program did not

meet the company’s initial expectations

Business incubation programs promise startups a vari-
ety of services. However, according to SE1, the quality
of these services, and even their availability, might be in
doubt. Such a situation happened to startup D and star-
tup B. Startup D complained that the program man-
agers promised to help with further product
development, but their company never subsequently re-
ceived such help. Startup B was totally disappointed
with their program, as it provided only physical space
and general workshops while the company expected to
get help with acceleration, mentoring, legal advice, in-
vestors, and networking. Startup B was even willing to
pay for services if the program was able to provide what
they needed. Accordingly, startups should make sure in
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advance that business incubation programs will provide
what they promised and what was expected from them
based on the initial formal or informal agreements.

Services and offerings: Tangible services such as access

to manufacturing capabilities were not provided or were
limited

One of the reasons why startups join a business incuba-
tion program is access to office space. However, other
tangible services such as manufacturing and prototyp-
ing capabilities are no less important. Startup F joined a
program because of the potential access to prototyping
labs. They emphasized that renting a lab can cost a for-
tune. Startup F developed a kit to test marijuana oils,
but because they did not have access to a workshop, it
became impossible to produce the kits. Startup A em-
phasized that existing manufacturing firms require a
continuous production supply and are not interested in
signing contracts with startups. In addition, startup A
was not allowed to use the resources of the university in-
cubation program for commercial purposes. Thus, it
could not achieve a competitive advantage based on
early prototyping. Startup C also noticed that startups
who have physical products face difficulties in getting in-
to contact with potential manufacturers. Startup G
wished that the program facilities had a workshop,
where they could test their product.

Network: Startups did not efficiently use the office space
provided by the incubation program

The purpose of startups sharing the same office space is
the opportunity to build relationships with peers. Star-
tup H emphasized that sharing an environment with
people who are going through the same challenges is
very valuable. In fact, startup H established a partner-
ship with another startup that was part of their incuba-
tion space — something that would not have been
possible if they were not using the same physical space.
In addition, startup H mentioned that, at a certain mo-
ment of time, the attendance of startup teams in the of-
fice space dropped down significantly, which reduced
opportunities for collaboration. Startup B felt frustrated
that only 2 or 3 startups out of 15 used the office space
on a regular basis. Startup E also noticed that attend-
ance of the startup teams diminished over time. After
all, the entrepreneurs themselves started to question if
there was a difference between using the incubation of-
fice space and working at home.

Network: The incubation program’s network was not
aligned to the startup’s product

As was emphasized in the literature review, incubation
programs provide more generic network resources and
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offer less idiosyncratic network resources, because it is
not practical for a program to even try to address each
potential startup’s every need. Accordingly, three out
of the eight startups who joined a more general incuba-
tion program (i.e., with no specific sector of focus)
stated that the program cannot help them with connec-
tions to strategic partners. Startup F needed access to
pharmaceutical and chemical manufacturing indus-
tries in order to secure access to a valuable supply
chain. Since the program network was not in line with
their product, the startup had to build its own network.
Startup A needed access to manufacturers and distrib-
utors in order to start commercial production. Since
the incubation program did not provide the necessary
connections, startup A considered finding a business
angel with the right competencies and knowledge in
the field. Startup D needed access to the automation
industry in order to test a product and meet potential
customers. However, the incubation program was
more focused on the healthcare industry than automa-
tion. Startup D spent 10 months in an incubation
space without any luck establishing the necessary part-
nerships in order to commercialize the product or
even test it at a customer’s site. According to Mas-Ver-
di and co-authors (2015), business incubation envir-
onments are insufficient on their own and have to be
aligned with other businesses characteristics such as
technology, size (number of employees), and sector. In
general, generic network resources are valuable only
for those startups that do not know how to pursue
their business idea. Startups who are looking for stra-
tegic partners in order to commercialize their product
should join sector-based incubation programs.

Network: Startups were unaware of the business incub-
ation program’s ecosystem

Sa and co-authors (2012) stressed that entrepreneurs
cannot fully benefit from an incubator’s resources
when those resources are not well coordinated. Two
out of the eight startups mentioned that they were un-
aware of the ecosystem of the business incubation pro-
gram. Both startups were part of a university-based
program. Startup F found out about some of the exist-
ing resources, but only by accident. Meanwhile, star-
tup E mentioned that the services provided by the
program were not very well advertised. Startups who
were unaware of the existing program resources star-
ted looking for resources outside of the incubation en-
vironment, which is a time-consuming process.
Therefore, business incubation programs must make
sure that their startups are informed about available re-
sources.
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Financial resources: Business incubation programs did
not provide direct or indirect access to investment

To cross the valley of death, startups can use the re-
sources of the business incubation environment to se-
cure initial funding. Startup D had a proof-of-concept
and was ready for investors. However, none of the in-
vestors from the incubation program’s network were
willing to invest in it. After a few unsuccessful attempts
to find investors, the incubation program stopped try-
ing to help with investment search despite earlier assur-
ances from the incubation program managers that
startup D would receive funding from their investor net-
work. Startup B was not ready for initial funding but
needed seed money in order to finalize their prototype.
The rest of the interviewed startups either were not
ready for investors or they succeeded in attracting in-
vestors by themselves. According to Rijnsoever and co-
authors (2016), non-incubated startups who have ac-
cess to the same investors raise as much funding as in-
cubated startups. Accordingly, being part of a business
incubation space does not necessarily mean that a star-
tup will receive funding or be connected to potential in-
vestors.

Equity: Equity taken by the business incubation program
made startups unattractive to potential investors
Different business incubation spaces operate under dif-
ferent business models. Most of them are looking to pro-
mote regional growth, while others are focusing on
generating financial returns from equity. Startup D
joined an incubation space with high hopes of securing
investors, potential customers, and product develop-
ment in exchange for 38% equity. The incubation pro-
gram did not help with product development and
customers, but it was ready to charge the startup for oth-
er services. Startup D did not use any of the services, be-
cause the services were not good enough and were not
worth paying for. As it appears, the incubation program
adopted a for-profit property development model to
charge a fee for services offered. However, the startup
did not receive any investment through the program.
The program only provided office space and connec-
tions to investors. In fact, most of the startups in this
program received an investment from other institutions
operating in the region and the program managers only
advised startup D to approach them directly. On the
other hand, the funding institutions were running gov-
ernment-initiated incubation programs that filled the
gap of financing when nobody wants to invest in early-
stage startups. Those government-initiated programs
seemed to provide better, free, or much cheaper, ment-
oring and consultancy for startups.
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On the other hand, SE3, who was involved in a govern-
ment-led incubation program, mentioned that the pro-
gram focused on taking startups at the point where they
are ready for investment. SE3’s company never needed
an investment because they used bootstrapping. Accord-
ing to SE3, the best exit strategy for incubation pro-
grams is when their client startups are acquired.

IP Protection: Participation in a business incubation
program puts intellectual property at risk

Participating in an incubation program can put a star-
tup’s intellectual property (IP) at risk because multiple
entrepreneurs share office space, workshops, laborator-
ies, and mentors. Startup F emphasized that their
product and IP can be very easily exposed to third
parties as everyone can access the incubation program
lab and office facility. Since most incubation programs
do not provide legal services and obtaining a patent is
expensive, startups bear the risk of IP exposure. On the
other hand, it is typically not the responsibility of the in-
cubation program to protect their startup’s intellectual

property.

Post-incubation: Following incubation, startups looked
to join another business incubation program or sought
business angels

Usually, startups go through several incubation pro-
grams to build or acquire necessary resources for their
businesses. After spending some time at a university-
based early stage incubation program in Ontario,
Canada, startup E applied to join another one, because
they were looking for more dedicated hands-on mentor-
ing and business support focusing on growth. Startup B,
in Denmark, applied to join a university-based incubat-
or but the application was rejected because the program
was for students only. As a result, startup B applied to a
regional investment agency in order to receive funding.
Startup A is considering finding a business angel who
will help with distributors and manufacturers. Accord-
ingly, when an incubation program provides idiosyn-
cratic resources or limits access to complementary
assets, startups start to look for those resources in other
programs or try to find business angels. Therefore, star-
tups should understand that graduation from an incuba-
tion program does not necessarily mean that they will
be ready for the market or able to grow and scale-up.

Conclusion
This section summarizes the key insights gathered from

our research and analysis. In addition, it focuses on res-
ults that can be used to improve an entrepreneur’s
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understanding of incubation programs. The analysis of
the empirical observations resulted in the articulation
of the following downsides of being part of a specific in-
cubation program.

e Equity dilution can lead a startup to bankruptcy. Star-
tups who have diluted too much equity to an incubat-
or or accelerator will struggle to convince investors to
invest in them later. Every time a startup issues new
shares, the existing shareholder’s equity decreases.

e Startups can face low commitment from incubation
program stakeholders such as business mentors, ad-
visors, and external partners. External service pro-
viders are usually not interested in startups’ results.

e Putting IP at risk. Startups who join an incubation pro-
gram are risking exposing their product or idea to
third parties that have similar access to the incubation
facilities. Half of the interviewed incubation programs
do not provide legal advice nor IP consultancy.

* Young and inexperienced incubation programs do not
do enough due diligence since, most often, their main
goal is to fill spots and enhance their regional reputa-
tion.

e Startups can be unaware of the business and innova-
tion ecosystem of the incubation program. Some pro-
grams do not do a good job in advertising the
expertise and knowledge of their networks.

* General workshops, lectures, and courses provided by
incubation programs are time-consuming and not ne-
cessarily useful. Startups spend a lot of time working
on secondary tasks instead of focusing on primary
ones. For instance, an interviewed startup spent 12
months in an incubator and was not been able to
build a functional prototype during that time period.

* Incubation program networks may not align with a
startup’s product. The majority of the incubation pro-
grams provided only general network resources.

* Incubation programs do not usually provide seed
money, investment, or connections to investors. In
fact, being part of an incubation program does not
guarantee any investment.

* The collaboration opportunities significantly decrease

when an incubation space is underutilized and only a
few startups use the office facility.
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* Prior to joining an incubator or accelerator, startups
should consider whether or not they would need spe-
cialized facilities/equipment. Most of the interviewed
founders participated in incubation programs that did
not have specialized facilities/equipment.

e Startups may go through multiple incubation pro-
grams to acquire or build necessary resources. There-
fore, startups who have not received necessary help or
resources in a specific incubation program consider
joining other programs or finding business angels
with the right competencies for the startup’s context.

Finally, consider the differences between incubator-like
and accelerator-like programs in the way they refer to
startups that have used multiple incubation programs.
The general tendency for startups using multiple incub-
ation programs is to move from early-stage incubation
to more dedicated acceleration programs. As a rule, uni-
versity-based programs are focusing on early incuba-
tion offering young entrepreneurs the opportunity the
experience of being an entrepreneur. In this sense, we
should be careful when comparing the performance of
incubators because their missions could be quite differ-
ent. On the other hand, acceleration programs tend to
focus on growth objectives and stronger investment ex-
posure and opportunities. Even though early-stage in-
cubators also claim to offer funding-related networking
opportunities, their focus seems to be on the quality of

timreview.ca

the entrepreneurial experience and the validation of
the viability of the emerging business opportunities.

In conclusion, it is not always a good thing for a startup
to join an incubator or accelerator. Or, rather, there are
multiple aspects of business incubation practices that
could affect negatively early-stage companies, and
founders of new ventures should be very careful when
selecting a specific incubation program. The answer, of
course, cannot be considered in black and white terms
since the focus of the selection process should be on
the interference of the multiple factors that could po-
tentially affect the future of a startup in terms of opera-
tions, market potential, external funding, etc.

We believe that the analysis provided here will enhance
the awareness of both researchers and practitioners
about the potential negative impact of improperly se-
lected incubation programs. It should enable executive
managers of existing incubation programs to refine
their startup selection process and better articulate the
value propositions of their programs. At the same time,
we should point out that our study is based on a limited
number of cases. Future studies should build a broader
empirical base by selecting a larger number of startups
and more sophisticated methodologies, taking into ac-
count the distinction between the incubation pro-
grams, the stage, and the strategic goals of the new
ventures.
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