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Government Shouldn’t Be In The Accelerator Business	  
This article originally appeared online at Inc.com in an article 
titled Government Shouldn’t Be In The Accelerator Business. I talk 
more about this and lots of other topics in my recent book Startup 
Communities: Building an Entrepreneurial Ecosystem in Your City. 	  
As a co-founder of TechStars, I’m a huge believer in the mentor-driven 

accelerator model. But I don’t think government should be funding these 
accelerators, nor do I think they need to.	  

A good accelerator can be run in any city in the world for $500,000. 
Entrepreneurs with a compelling track record and approach should be 
able to easily raise, or even provide this capital. As evidence of this, 
there are already hundreds of accelerators in the U.S., without 
government funding, being run as entrepreneurial ventures for profit by 
entrepreneurs.	  
When we started TechStars in 2006, the idea of an accelerator was 
brand new. We funded the first TechStars program in Boulder in 2007 
with $230,000. There were four investors – me, TechStars CEO David 
Cohen, David Brown, and Jared Polis. All four of us had been successful 
entrepreneurs and we decided to try TechStars as an experiment to help 
create more early stage start-ups in Boulder. We figured out the 
downside case was that we’d spend $230,000 and end up attracting 20 
or so new, smart entrepreneurs to Boulder.	  
That first program went great and has already returned over two times 
our invested capital with several of the companies still having future 
value. We ran the second program in 2008, expanded to Boston in 
2009, and adopted a funding strategy for each local program which we 
continue to use to this day. TechStars surpassed our wildest 
expectations and now runs over 10 programs a year for over 100 start-
ups around the United States. We’ve begun expanding internationally 
with our first program running this summer in London. And there are 
many other accelerators around the world using the TechStars mentor-
driven model that are members of the Global Accelerator Network.	  
All of this is privately funded. We’ve never taken a dollar of government 

funding, nor do we plan to.	  
While the amount of money required to run a program has increased 
from the original $230,000, it’s still well under $1,000,000 per 
program cycle. As a result, the amount of capital we need to raise to run 
a TechStars program is modest, and since we run it to make a financial 
return, it is actually an investment, rather than an expense. And, by 
being focused first on the financial return as well as playing a long-term 
game (we expect to be running TechStars accelerators for a long time), 
we are very thoughtful about how we allocate capital.	  
If entrepreneurs can’t figure out how to fund it, why should the 

government do it? That just seems like a situation where capital is going to be 
allocated poorly and the incentives won’t be tightly aligned.	  


