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To Len Fassler, who has taught me more about entrepreneurship than anyone else on this planet.


FOREWORD

During the past three decades, startups in the United States have created nearly 40 million American jobs, all the net job creation in the country over that period. As we recover from a deep recession, our ability to innovate, build iconic companies, put people back to work, and inspire the world will once again be determined by whether entrepreneurs continue taking chances on a dream to start a business. After all, the story of America has always been the story of entrepreneurs going against the grain to imagine a better tomorrow.

On January 31, 2010, President Obama announced the creation of the Startup America initiative, telling the American people, “Entrepreneurs embody the promise of America: the idea that if you have a good idea and are willing to work hard and see it through, you can succeed in this country. And in fulfilling this promise, entrepreneurs also play a critical role in expanding our economy and creating jobs.”

On that same day we launched the Startup America Partnership, the privately funded component of the Startup America initiative, based on a simple premise: the leading source of job creation in this country comes from young companies starting up, growing, and innovating. One of our goals through the Startup America Partnership is to support regional startup ecosystems throughout the country where entrepreneurs, investors, local leaders, universities, and other partners foster an environment ripe for startup activity.

Brad Feld has been a pioneer in developing regional ecosystems, first with TechStars, and more recently as one of the leaders on the Startup Colorado regional initiative. He has taken what he has learned and created this book to help shape the thinking about best practices for developing startup communities.

At America Online (AOL), Zipcar, and LivingSocial, I’ve experienced firsthand the significant contribution that a strong entrepreneurial ecosystem has to a business. While Silicon Valley is the iconic example, we are seeing success and potential in other places as well, like Washington, D.C.; Chicago; Denver; Boston; Seattle; Portland; Austin; Raleigh; and Nashville.

But the startup revolution isn’t limited to these cities—any locality in the United States can build a vibrant startup community if it strategically brings together the key partners who support growth. In fact, the barriers to entry have never been lower for many sectors across the economy. That’s why we launched the Startup America initiative, and that’s why this book is such an important contribution: Brad does a great job using the Boulder, Colorado, regional ecosystem as a blueprint for creating and developing a sustainable startup community in any city. If you want to know how to usher in a new wave of job creation, innovation, and growth in your city, I recommend reading this book.

As we emerge from a difficult period in our economic history, we once again turn to entrepreneurs to lead the way to a brighter tomorrow. These startups, the brave men and women behind them, and the many mentors who complement their efforts form the backbone of the startup ecosystem. Brad’s book will help you understand how that process works, and will provide you with the tools you need to achieve results anywhere in the United States.

Come join us on this startup revolution.

Steve Case

Chairman, Startup America Partnership

Chairman and CEO, Revolution LLC

August 2012


PREFACE

In the fall of 2008 the world financial markets were rocked in an unprecedented way. The global financial crisis that ensued created massive uncertainty across our society and resulted in extraordinary actions by governments and companies throughout the world.

In a parallel universe, something else was happening. Entrepreneurial companies such as Facebook, Twitter, LinkedIn, and Zynga were growing at an equally unprecedented rate. While these companies, and many others, were emerging from Silicon Valley, communities across the country were brimming with startup activity. My hometown of Boulder had become known throughout the world as a great startup community, but cities like New York, Boston, Seattle, Portland, Chicago, and Austin were also seen as nexuses of startup activity.

As the macroeconomic impact of the financial crisis was felt throughout 2009 and 2010 and society tried to readjust to the new economic reality and constraints generated by the collapse of many traditional and well-established institutions, the startups kept being born, growing, and adding jobs.

In early 2011 the world started to notice. On January 31, President Obama acknowledged the importance of entrepreneurship to our global economy through the launch of Startup America. He stated:





Entrepreneurs embody the promise of America: the idea that if you have a good idea and are willing to work hard and see it through, you can succeed in this country. And in fulfilling this promise, entrepreneurs also play a critical role in expanding our economy and creating jobs.

—President Barack Obama, @BarackObama






Suddenly entrepreneurship was at the forefront of the discussion. While entrepreneurs continued to toil away building their companies from scratch, it became clear that entrepreneurship was a global theme—one that impacted every geography, industry, market, and demographic throughout the world. Overnight everyone started talking about entrepreneurship as the way to revitalize our global economy.

No longer was entrepreneurship limited to a small set of risk takers located in a few specific cities. State and local government became interested. Universities dusted off their entrepreneurship initiatives. Angel groups visibly reemerged, VCs became popular again, and large companies created new startup programs.

All this activity has created an enormous amount of noise that runs the risk of drowning out the powerful signal that is entrepreneurship. It won’t matter in the long run, as entrepreneurs are going to do what they do, which is create new things (products, companies, jobs, and industries) out of nothing, but it occurred to me that there were powerful lessons that we could learn from the experience I’ve had in Boulder over the past 16 years.

From this came the Boulder Thesis, a new framework for creating and building a startup community in your city. I have a deeply held belief that you can create a long-term, vibrant, sustainable startup community in any city in the world, but it’s hard and takes the right kind of philosophy, approach, leadership, and dedication over a long period of time. Hence, this book, whose goal is to help you understand how to do this and give you the tools to create an amazing startup community in your city.

AUDIENCE

This book is aimed at anyone who wants to be involved in creating, building, and sustaining a startup community in their city. Because entrepreneurs are at the heart of every startup and every startup community, this book is for every entrepreneur.

Startup communities consist of many more participants than just entrepreneurs. Government, universities, investors, mentors, service providers, and large companies play key roles in the development of a startup community. This book is for anyone in those organizations interested in entrepreneurs and startup communities.

Startups have employees who are critical participants in the startup community. Some of these employees will go on to be entrepreneurs and start their own companies; others will work for a range of startups over their careers. They, too, can benefit from many of the ideas in this book.

There are many people studying entrepreneurship, economic development, and innovation, both in government and university settings. Whether you are doing research, creating policy, or just trying to understand what is going on, this book is for you.

Recently, the media has once again become infatuated with entrepreneurship. Unlike the late 1990s when there was relatively little critical thinking in the mix, this time around many journalists and writers are trying to really understand what is going on below the pretty, glossy surface of rich, famous, and successful entrepreneurs. I hope this book will help.

I’ve been talking about the ideas of a startup community for a number of years and have lived them as an entrepreneur, one of the leaders of the Boulder startup community, and a participant in many other startup communities. By codifying my thoughts and ideas in this book, it forced me to think deeply about them. I hope you benefit from this effort as you explore your own startup community.

OVERVIEW OF THE CONTENTS

After a brief introduction, I’ll spend some time exploring the Boulder startup community. I’ll go through a brief history, dating back to the 1970s, and include several perspectives besides my own.

I’ll then go deep into the principles of a vibrant startup community. I will explore several historical frameworks, describe the Boulder Thesis, and explain the various components of it.

I’ll then explore the different participants in a startup community. I separate the participants into two categories—leaders and feeders—and I’ll describe in depth both the characteristics of each as well as what they can do to help, as well as hinder, the startup community.

Given an understanding of the participants, I’ll discuss the attributes of leadership in a startup community. I’ll follow this with a thorough exploration of a set of classical problems that startup communities encounter.

I’ll then give a bunch of examples of activities and events that drive the startup community. Many of these examples will come from the people in the Boulder startup community who actually created the activities in the first place. My hope is that these examples will help create a better understanding of the leadership dynamics around startup communities. I’ll wrap this up with a detailed look at the power of accelerators to a startup community, using our experience with TechStars as an example.

I’ll shift gears and explore the involvement of the university in a startup community. Again I’ll use a set of examples from Boulder to help create a better understanding of what’s actually going on and how a university can participate effectively. We’ll then spend some time on the contrast between entrepreneurs and government and how this often plays out in the development of a startup community.

Near the end of the book, I’ll describe a set of clear approaches that generate real power throughout the startup community over a long period of time. I’ll use some of Boulder’s weaknesses to explore how a successful startup community can continue to improve and grow. Finally, with the help of Paul Kedrosky of the Kauffman Foundation, I’ll explore some common myths about startup communities.

I’ll finish with a few examples of how to get started, from Iceland, Omaha, and the Startup America Partnership, leaving you with the belief that you can create a vibrant startup community anywhere in the world.

ADDITIONAL MATERIALS

Startup Communities is the first of several books in the Startup Revolution series. The Startup Revolution website (http://startuprev.com) has links to numerous additional resources, including the Startup Communities website (http://communities.startuprev.com). This site includes a blog that we regularly update with stories about startup communities around the world, a discussion board for those interested in startup communities, events that I’ll be participating in around startup communities, and resources for anyone interested in creating a startup community.
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CHAPTER ONE

INTRODUCTION

Startups are at the core of everything we do. An individual’s life is a startup that begins at birth. Every city was once a startup, as was every company, every institution, and every project. As humans, we are wired to start things.

Today, we are in the midst of a massive shift from the hierarchical society that has dominated the industrial era to a networked society that has been emergent throughout the information era. The Internet is ushering in a postinformation era, one in which the machines have already taken over and are waiting patiently for us to catch up with them. This postinformation era is one in which man and machine are interwoven.

In this world, the network dominates in both the online and the physical world. Throughout the network are nodes, each of which began as a startup. Nodes are continually emerging, and a rigid, top-down hierarchy no longer dominates. The energy, activity, and innovation in society is diffused across the network and concentrated in unexpected places that often didn’t exist before.

In the physical world, much of this energy, activity, and innovation occur in small geographic regions, which I call “startup communities.” Academics call them “clusters,” and there are several theories about how they were created, what caused them to grow and evolve, and what happened as they matured.

These startup communities are appearing everywhere. They are no longer limited to historically well-known entrepreneurial regions and large cities such as Silicon Valley, Boston, New York, and Seattle. Startup communities in cities around the United States, both large and small, such as Boulder; Los Angeles; Chicago; Washington, DC; Portland; and Austin are seeing incredible activity and growth. Although many of these cities have a history of entrepreneurial activity, their growth, development, and importance in this economic cycle is unique.

The way startup communities are created and evolve has changed profoundly as a result of our networked society. It is critically important to understand this shift as it relates to economics and innovation because it’s not slowing down anytime soon.

In this book, I’ll discuss a new approach to building a startup community, which I call the Boulder Thesis. I strongly believe that startup communities can be built in any city and the future economic progress of cities, regions, countries, and society at large is dependent on creating, building, and sustaining startup communities over a long period of time. This book will show you how, both in theory and in practice.

THE EXAMPLE OF BOULDER

Through this book, I use the Boulder startup community as an example. Since I’ve only lived here since 1995, this is not intended to be a comprehensive history of the Boulder startup community. I don’t mean any disrespect to all of the other people who have helped make the Boulder startup community amazing, or who were involved before I moved to town. However, by not trying to create a history, I can cover enough ground to give you a feeling for how things evolved, while I focus on the underlying principles that you can apply to building your startup community.

As I’ll discuss in a later chapter, Boulder actually has five startup communities: tech (software/Internet), biotech, clean tech, natural foods, and lifestyles of health and sustainability (LOHAS). These five startup communities exist in parallel universes. My time and expertise have been focused on the tech segment. I periodically have intersection points with the other startup communities through friends, events, and an occasional personal investment in a company outside of tech, but my understanding, experience, and engagement with these other segments are limited.

Throughout this book I’ve asked others to give their perspective on the key events and activities around the startup community. It will be clear whenever the example is in someone else’s voice. I’ve also brought in several examples from other startup communities when there were activities in Boulder that touched them in a meaningful way, such as TechStars.

My hope is that you do not view the use of Boulder here as “Boulder tooting its own horn.” I use Boulder as an example of a lasting and vibrant startup community because I know it extremely well (at least one segment). This approach is called synecdoche, where the part stands for the whole. There are many things the Boulder startup community can do better and many more for it to discover as we continue on our journey; my hope is that by exploring it in depth it helps you with your journey in your startup community.

HOW THIS BOOK WORKS

I’ll start with some storytelling, and then I’ll get to the principles of a sustainable startup community. I’ll break it down into small pieces and I’ll give you a full set of tools to work with. I’ll try to keep it light along the way with plenty of examples. Although this book is not a textbook, nor is it an academic treatise laden with footnotes and references, it is a serious book. My goal is to give you a framework and tools to create and enhance a startup community in your city.


CHAPTER TWO

THE BOULDER STARTUP COMMUNITY

In November 1995, I left Boston and moved to Boulder. I’d gone to college at MIT and had lived in Boston for 12 years. However, Boston wasn’t my home; I’d grown up in Dallas and my wife, Amy, had grown up in Alaska. When I sold my first company at age 28, I promised Amy that we’d leave Boston by the time I was 30. Two months before I turned 30, Amy told me she was moving to Boulder and I was welcome to join her if I wanted to.

We’d both been to Boulder and loved Colorado. Neither of us wanted to live in the Bay Area, which was a logical choice given the work I do, but we wanted either ocean or mountains wherever we lived. Because we were both attracted to the western United States and the Rocky Mountains, we figured we’d give Boulder a try and if it didn’t work out, we’d just keep heading west.

After six months, we loved Boulder and never looked back. When we moved here, we knew only one person, and he and his wife moved away a few months later. However, within a year we had already found a community of friends and entrepreneurs and were quickly learning our way around town. Sixteen years later I can’t imagine a better place to live.

BOULDER AS A LABORATORY

Boulder is a small city; as of 2012, there are less than 100,000 actual residents with 250,000 people in the extended metro area, which includes the neighboring towns of Superior, Broomfield, Lafayette, Longmont, and Lyons. Boulder is small enough that you can get your mind around the whole place but big enough to be interesting. As a result, I’ve come to think of Boulder as my laboratory for thinking about startup communities.

Boulder is a smart city. The University of Colorado Boulder is located right in the middle of town, and students, faculty, and staff comprise about 30 percent of the population of Boulder. The presence of several national research labs, including the National Oceanic and Atmospheric Administration (NOAA), the National Center for Atmospheric Research (NCAR), and the National Institute of Standards and Technology (NIST) add nicely to the number of PhDs around. Other alternative education centers, such as Naropa, call Boulder their home.

Although I don’t have data to support it, Boulder may have the highest entrepreneurial density in the world. I define entrepreneurial density as follows:

entrepreneurial density = (number of entrepreneurs + number of people working for startups or high growth companies)/adult population.

Boulder’s entrepreneurial density, combined with the geographic concentration of entrepreneurial activity around the Boulder downtown core, makes downtown Boulder a hotbed of startup activity.

In 2011, Colorado ranked fourth in the country behind California, Massachusetts, and New York for seed/early-stage dollars invested into startup companies in the state. Although there are not a lot of local venture capital (VC) investors active in Colorado, there are plenty of VCs from around the United States who view companies in Colorado as attractive to invest in, with many of these companies located in Boulder.

Finally, Boulder is an incredibly inclusive community. Although there is some competition between companies, especially over talent, the community is defined by a strong sense of collaboration and philosophy of “giving before you get.” If you contribute, you are rewarded, often in unexpected ways. At the same time, especially since it’s a small community, it’s particularly intolerant of bad actors. If you aren’t sincere, constructive, and collaborative, the community behaves accordingly.

Before we dig into the principles of a sustainable startup community, let’s spend a little time on the history of Boulder so we can understand how the community evolved.

BEFORE THE INTERNET (1970–1994)

I moved to Boulder in 1995. This, however, was not the beginning of the rise of the startup community in Boulder; the seeds were planted a long time ago and there was a significant amount of entrepreneurial success in and around Boulder between 1970 and 1994. I’ve asked Kyle Lefkoff, a Boulder resident and venture capitalist since the mid-1970s, to describe what he saw happen during this time frame.





It was not by accident that a university town nestled at the base of the Flatirons would emerge as the densest cluster of technology startups in the world—it was the result of a generation of entrepreneurs drawn to the region first by business necessity, who stayed by choice. Were it not for the foundational success stories in data-storage, pharmaceuticals, and natural-foods brands, Boulder’s thriving ecosystem would not exist today. But the success of these anchor tenants presaged the growth and success of today’s Boulder startup community.

The data storage landscape was shaped first by IBM’s decision to locate its tape-drive division in Boulder in the 1960s, and then, by the success of its first spin off, StorageTek, in 1975. Led by its visionary founders, Jesse Aweida and Juan Rodriguez, StorageTek was Boulder’s first big VC-backed high-tech success story, and it spawned a storage and networking industry that grew to dozens of companies by the early 1990s, including billion-dollar success stories such as McData, Exabyte, and Connor Peripherals.

The pharmaceutical industry had its roots in the science laboratories of the University of Colorado’s Boulder campus, where a biotech cluster was born from the labs of Marv Caruthers, who founded Amgen and Applied Biosciences, and Larry Gold, who founded Synergen. Together, these successful companies spawned an industry of home-grown biotech companies to compete with Syntex, which based its manufacturing in Boulder, and Ciba-Geigy, which had acquired Geneva Generics, a local generic pill manufacturer. Based on the work of these entrepreneurs, additional pharma successes in this period included Hauser Chemical Research, Somatagen, and Nexstar Pharmaceuticals.

The natural-foods industry began in Boulder with Celestial Seasonings, an herbal tea brand that sprang to national prominence under the leadership of Mo Siegel and Barney Feinblum, who would each go on to play an important role in nearly every other major brand success in the 1980s and early 1990s with Boulder roots, including Alfalfa’s, Wild Oats, Whole Foods, Earth’s Best Baby Food, Horizon Organic Dairy, and Silk.

A small but devoted group of venture capitalists stood behind these early entrepreneurs and helped put Boulder on the national map of startups. John Hill, a former StorageTek investor, and Carl Carman, a longtime IBM executive, teamed up in the 1980s to form Hill Carman ventures, which backed many of the technology successes in the region. Merc Mercure, the founder of Ball Aerospace, and Bill Coleman, who ran the Syntex facility in Boulder, together formed Colorado Venture Management, the city’s first seed fund. Finally, Jim Roser, a renowned East Coast investment banker, moved to Boulder in the 1970s and provided a critical link to capital for a number of local companies. Together, these five individuals pioneered the venture capital industry in Boulder.

Kyle Lefkoff, Boulder Ventures





PRE-INTERNET BUBBLE (1995–2000)

When I first arrived in Boulder, I had no work expectations. At the time I was investing my own money, which I made from the sale of my first company, in startups around the country, and I was spending my time in Boston, New York, San Francisco, and Seattle. Because I was already crisscrossing the country, I figured that having a home base in the middle of the country would make my life easier. Amy and I found Boulder to be beautiful, and, within six months of moving there from Boston, we bought a house just outside of Boulder behind Eldorado Springs State Park, where we still live today.

As I got to know Boulder better, I realized it was perfectly configured for the entrepreneurial revolution that took place around the first wave of the commercial Internet. It was a college town, full of smart, independently minded, and intellectually curious people. As I sat in a bar talking to the one person I knew in town, waiting for Amy to join us for dinner, the guy sitting next to me overheard our conversation and said, “I have a friend who is starting an Internet company. Would you like to meet him?” I did! That person ended up being Andrew Currie, a local entrepreneur who was starting a business with Brian Makare that became Email Publishing, my first Boulder investment. Andrew introduced me to a few of his entrepreneurial friends, and before long I was getting to know the local scene.

I discovered that there was a big divide in Boulder between the entrepreneurs and the investors. Many of the entrepreneurs I met didn’t have a lot of respect for the local investors, and as a result, there were a large number of bootstrapped companies. The local investor options for these entrepreneurs were thin as there were only a few small VC firms and these investors tended to be highly selective about who they worked with, often preferring to work with entrepreneurs they’d worked with previously. The newest generation of entrepreneurs who emerged in the mid-1990s had a fierce bias to just do things themselves.

In 1996, I co-founded the Young Entrepreneurs Organization’s (YEO) Boulder chapter. I got introductions to a local lawyer, Mike Platt (Cooley), who I still work with today, and a local accountant. I asked each to send out a letter with me to Boulder entrepreneurs they knew to invite them to an inaugural meeting of YEO Boulder. About a dozen people showed up, including Terry Gold (Gold Systems), Paul Berberian (LinkVTC), and Tim Enwall (Solista). Suddenly I was part of a group of a dozen entrepreneurs who were meeting monthly.

In 1997, I co-founded the Colorado Internet Keiretsu. By this point, entrepreneurship around the Internet was growing rapidly, and I was investing aggressively with my new partners at Softbank Technology Ventures in Internet companies across the United States. I put a stake in the ground to organize the Boulder Internet companies and gathered as many founders as I could find at a restaurant in Boulder to discuss building a loose confederation of companies. We repeated this in Denver and then had a large meeting at my house in Eldorado Canyon where everyone discussed a long-term view of putting the region on the map. To this day I’m still working with many of the people who showed up at my house that day.

By 1998 there were several new VC funds in Boulder. Email Publishing was acquired by a public company and became Message Media, which has spawned several other companies over the years. Two of the LinkVTC founders, Paul Berberian and Jim Lejeal, founded Raindance Communications with a third founder, Todd Vernon, each of whom has gone on to start several other companies. Niel Robertson and Rajat Bhargava, both Boston transplants who I had worked with previously at NetGenesis, and Tom Higley, who I had met through his previous company NetDelivery, started Service Metrics, and Exodus acquired it for $280 million 18 months later. Matchlogic, founded by Pete Essler and Ben Addoms and funded by Sequel Ventures, was acquired by Excite. Jared Polis created BlueMountainArts.com, which he sold to Excite for $800 million. Raindance went public. BEA (a large public software company) acquired Avitek, a company started by Tim Miller and Ryan Martens and operated out of the same office as Email Publishing.

Capital was flowing, companies were getting started at a rapid pace, and the energy around startups in Boulder was off the charts. Five years earlier I arrived in Boulder with no expectations about work. Those expectations had changed—I loved Boulder and the entrepreneurial energy. Even though I continued to invest around the country, I increasingly found myself helping build companies close to home.

THE COLLAPSE OF THE INTERNET BUBBLE (2001–2002)

The Internet bubble burst in Boulder, just like it did everywhere else in the world. Suddenly, nothing worked, every company was having layoffs, stock prices of newly public companies were declining precipitously, and capital was nowhere to be found.

Because I invested all around the United States, 2001 was a particularly intense year for me. I was on planes from Monday to Thursday trying to help salvage some of the companies for which I was on the boards. I’d get home Thursday night and spend all day Friday running around Boulder working with my local companies. I’d crash on the weekends and repeat the cycle the following week. At the time, I was on about 25 boards, which, in hindsight, was an insane amount to be trying to handle. I saw Boulder occasionally, and when I did, it was always through the tired eyes of a person simply trying to survive.

Many companies that I was involved in shut their doors in 2001. My failure was a very visible one as layoffs occurred everywhere in my world. I remember working tirelessly to try to help companies get to a sustainable place, but although I was occasionally successful, I failed more often than I succeeded.

Typically, when I have a crappy day, I’ll go home, chill out with Amy and my dogs, and resolve to have a better day the next day. By June I realized that every day had been worse than the previous day. So I changed my perspective and decided to simply see what the world had to throw at me. This didn’t make things any easier, but my attitude was better, as I continued to grind through the entrepreneurial mess I had made for myself.

I was asleep in the Benjamin Hotel in midtown Manhattan on 9/11/2001 when the first World Trade Center building fell. I had taken a redeye from California the night before, which was pretty typical at that time. I’d get up at 4 a.m. on Monday; take the 6 a.m. flight from Denver to San Francisco to start the week, and then the redeye from San Francisco to New York on Monday or Tuesday night for the rest of the week. I didn’t have any meetings until 11 a.m. so I set the clock radio alarm for 9:15 a.m. I woke up to a frantic discussion about a building falling; I thought it was one of the joke NYC drive-time radio stations. As I shook off the cobwebs, I realized it was something serious, turned on the TV, and saw the second tower fall.

My first instinct was to find Amy. She was on her way to the airport in Denver to fly to New York to meet me for a few days, after which we were going to go to Paris for a week of vacation for her birthday. I had turned off my cell phone when I was sleeping so I turned it on and tried to call her but couldn’t get through. I dialed directly from the hotel phone and somehow we connected—she was pulled over on the side of the road frantically trying to reach me. Her brain had gone to the horrible thought that I was on one of the planes that had crashed since no one really knew anything yet. After a tearful few minutes, we agreed she should go home and stay put while we sorted out what was going on.

Even though I was 50 blocks away from the World Trade Center, I was terrified. I took a shower and ate some food out of the minibar, but didn’t really know what to do. I tried to call Amy again after I got out of the shower, but by now the phones weren’t working. I remember looking out the window, on a beautiful Manhattan day, wondering if I should go outside. I decided not to so I fired up my laptop just to see if I could get online. By now the TV was looped on the same information because no one really knew what was happening. Miraculously I got an Internet connection. The West Coast was now awake, so Yahoo! IM and AIM popped up with messages from my partners, entrepreneurs, and friends who knew I was in New York asking if I was okay. My laptop became command central for me for the day since the phones didn’t work, marking the first time I can remember the Internet dominating my communication for the day.

At some point, all I wanted to do was get home to Boulder. There were no flights, no cars to rent, and no obvious way to get from New York to Boulder. Eventually I connected with Paul Berberian, the CEO of Raindance, and his CFO, Nick Cuccaro, who also were in New York pitching investors on 9/11. I called my friend Jenny Lawton, who lived in Greenwich, Connecticut, and asked if we could borrow her car. We walked down Park to Grand Central Station, got on an empty train, went to Greenwich, had spaghetti at Jenny’s house, and drove the next 28 hours straight until we got home to Boulder.

I then canceled all my travel for the next three months. I marked the fall of 2001 as the end of the Internet bubble for me. I still had a bunch of stuff to clean up, but I made a huge emotional shift at that point and started looking forward instead of looking back. I was happy to be alive and realized that it was unlikely, no matter how messy my world got, that the work I was doing every day would kill me.

This was analogous to the state of the startup community in Boulder post 9/11. Everyone took a giant step back and reevaluated how they were spending their time, what they were spending it on, and why they were spending it that way. Financings came to a halt, along with the creation of new startups. Entrepreneurs and the startup community turned inward and paused.

THE BEGINNING OF THE NEXT WAVE (2003–2011)

By 2003, the seeds of new companies were starting to be planted in Boulder. Experienced entrepreneurs who had made some money pre-Internet bubble weren’t done with startups, so many of them started, or started talking about, new businesses. New first-time entrepreneurs started emerging. These entrepreneurs searched out many of the experienced entrepreneurs from the 1990s.

The revolution known as Web 2.0 and the resurgence of the commercial Internet didn’t really become visible until 2005, but there were a healthy set of companies being created in Boulder during this time. Although I was still traveling a lot, I’d made a conscious effort to be in Boulder more so I was spending time with Boulder-based companies, such as Rally Software and Return Path. There were plenty of others in which I wasn’t invested, like @Last (which was acquired by Google), Tendril, and Webroot that were all growing quickly. The energy in Boulder picked up where it left off, but with a real appreciation for the value of creating substantive companies this time around.

In 2006, David Cohen approached me. He was a successful entrepreneur who had bootstrapped a company called PinPoint Technologies with his partner, David Brown. They sold it to a public company called Zoll Medical. Like many entrepreneurs in Boulder, David had made some money, but he wasn’t flashy, was still hungry to do more, and very determined to do it in Boulder. He presented me with an idea he called TechStars that resulted from his frustration as a nascent angel investor. He’d invested in a few companies, written his $25,000 or $50,000 check, and then felt very disconnected from the company he had just invested in. He’d try to help the entrepreneurs, and sometimes he was able to, but often the entrepreneurs didn’t want help, didn’t know how to ask for help, or were just too busy to focus on engaging David.

This wasn’t fulfilling to David, and he assumed there were lots of other angel investors, especially entrepreneurs who had made some money, who also found the “toss some angel money in a company and see what happens” dynamic unsatisfying. So David came up with the idea of helping start a lot more companies by investing a small amount of money in 10 of them at a time, putting them through an intense 90-day program during which they worked closely with mentors and other angel investors to get their businesses to the next stage, at which point they’d be ready to raise a full angel round. This was the core idea at the inception of TechStars.

I immediately loved it. I’d invested much more money in less compelling ideas and figured that the worst case was that we would end up attracting about 30 smart new entrepreneurs to Boulder. In the best case, some new startups would emerge. Either way, we’d have a chance to get a variety of people in the startup community, including experienced entrepreneurs, angels, lawyers, accountants, VCs, and senior members of startup teams, involved in helping these new companies get started.

We ran the first TechStars program in 2007, about the time the Boulder New Tech Meetup got started. Between the two, the summer of 2007 was nonstop software and Internet entrepreneurship in downtown Boulder. The city was alive with startups, and if there was any question that Boulder had entered a new phase, this confirmed it.

On a national basis, startups around Web 2.0 and social networks began to be visible again. The early success of Facebook, Twitter, LinkedIn, and Zynga generated a renewed interest in web entrepreneurship. Angel investors starting investing their own money into startups, and soon after, VCs started making investments again. Boulder entrepreneurs were the recipients of some of this, and even though there was still a relatively small amount of local VC money in the system, the angels came out in force, especially around TechStars companies. This attracted investors from other parts of the country, which was helped by a steady stream of acquisitions of Boulder-based companies in 2008 and 2009, including SocialThing (by AOL), Filtrbox (by Jive), and RegOnline (by Active).

Today, the Boulder startup scene is one of the best in the United States, certainly for its relatively small size as a city. In addition, Boulder regularly tops many of the best-of lists for a wide variety of topics, including most creative, happiest, healthiest, smartest, and best quality of life (http://startuprev.com/g1). We’ll spend a lot of time in this book discussing what drives this, not just in terms of the raw material in the startup community, but the interactions between all the participants, the “give before you get” mentality that leads to strong collaboration, and the broader dynamics at play.

AN OUTSIDER’S VIEW OF BOULDER

Although you’ve heard my story of how Boulder evolved as a startup community, I thought it would be useful to have an outsider’s view of the Boulder startup community. I asked Mark Solon, a general partner at Highway 12 Ventures, a Boise, Idaho–based VC firm to weigh in. Many of Highway 12 Ventures’ investments are in Boulder, and Mark has been an active mentor for TechStars since the beginning. Following is his perspective of what’s going on in Boulder today.





Since 2000, my partner, Phil Reed, and I have been focused on investing in the most promising startup companies in the Intermountain West. We’ve invested in terrific companies in Salt Lake City, Tucson, Missoula, Boise, Portland, Seattle, Denver, Albuquerque, Phoenix, and Boise—and spent time in a handful of other cities in the region trying to capitalize on the supply-demand imbalance of good ideas versus capital in all of these terrific startup towns that get largely overlooked by the vast majority of venture capitalists.

All of these communities have both advantages and disadvantages for startups to thrive—and each have fostered important and lasting companies that grew from their respective startup ecosystems. None, however, has come close to producing anywhere near the volume of successful startups, especially on a per-capita basis, as Boulder. For the last decade, Boulder has produced successful startups at an astonishing rate. Why is that?

Many will point to TechStars as the primary reason, but that’s the easy answer. TechStars has indeed become a global phenomenon, and the impact on Boulder has been significant. However, we started investing in Boulder companies before anyone had ever heard of David Cohen or TechStars.

It’s my belief that Boulder is unique because the entrepreneurs and other participants in Boulder’s startup ecosystem have a greater sense of community than anywhere else in the country. The ethos of mentorship and support by the people who comprise Boulder’s startup community were firmly in place when TechStars arrived in 2007. David Cohen’s brilliant idea was merely the lightning rod that sparked one of the greatest job-creation engines our country has ever seen.

In Boulder, people are willing to work harder and devote a greater amount of time to help startups succeed with no expectations for reward. Notice that I didn’t say they care more than elsewhere, since most cities take pride and care about the success of their startups. However, I’ve never seen another community reach out and devote as much time, passion, and hard work at helping startups as in Boulder.

I’ll never forget one of my early visits to Boulder. After a full day of meeting with startups, I was asked by the entrepreneurs I was with if I’d like to join them and some peers for a “special dinner.” “Sure,” I replied. “What’s special about it?” “It’s a wake,” they deadpanned. That dinner showed me that the fabric of this small mountain town was different than anywhere else I’d been. Turns out that, earlier that week, a local startup had decided to shut down and the “wake” was the startup community’s way of showing these young, fragile entrepreneurs that it was okay to fail—that the honor was in trying. They made those founders feel good about themselves in a moment that was critical in their development as entrepreneurs. As an aside, in this case the founders didn’t run out of money. After giving it their best effort, they realized their business wasn’t going to be the great success they had envisioned, and they decided to return their remaining cash to their investors. The epilogue of that dinner is that the founders had roles at other local startups within a few weeks.

The biggest observation I can offer from having a front row seat to seeing Boulder becoming one of the hottest startup markets in the United States over the last decade is that there was no strategic plan. Government had little to do with it and there weren’t committees wading in bureaucratic quicksand wasting hundreds of hours of people’s time strategizing about how to create more startups. Boulder caught fire because a few dozen entrepreneurs believed in their hearts that a rising tide lifts all boats and they derived great pleasure from helping make that happen.

This can happen in any community in the country. All it takes is a small group of credible people to lead by example. People like Paul Berberian, Todd Vernon, Jim Franklin, Ari Newman, Tim Enwall, and Howard Diamond. These folks, despite having full-time jobs as founders of growing companies, regularly devote large chunks of their time to assist the next wave of startups, which help make Boulder the very special place it is.

Mark Solon, Highway 12 Ventures, @mark_solon






As you can see, the Boulder startup community has evolved over a long period of time, with the seeds being planted in the 1970s. Numerous entrepreneurs have been involved in its creation, growth, and ongoing development. By 2012, many of the entrepreneurs who are active as leaders today were involved in various phases of the Boulder startup community dating back 20 years. These entrepreneurs are still involved, and you can expect them to continue to lead for the foreseeable future. As Mark Solon asserts, the magic comes from a few dozen entrepreneurs deciding that the success of the greater startup community is worth their investment of time and energy.




End of sample




    To search for additional titles please go to 

    
    http://search.overdrive.com.   


OEBPS/images/f203-01.jpg
THE STARTUP REVOLUTION
SERIES BY BRAD FELD

For more information visit www.startuprev.com
€| Available wherever books and e-books are sold.

@WILEY Global Finance





OEBPS/images/back1.jpg
£ i

Stay in touch!





OEBPS/images/fm01a.jpg
winaileyglobalfinancecom (B WILEY Global Finance





OEBPS/images/back2.jpg
Subscribe to our free Finance and Accounting eNewsletters at
wwwiley.com/enewsletters





OEBPS/images/fm01.jpg
Wiley Global Finance is a market-isading provider of
over 400 annual books, moble applications, elearning
products, workflow trining tools, newsletters and web-
sites for both professionals and consumers in institutional
finance, trading, corporate accounting, exam preparation,
investing, and performance management





OEBPS/images/title.jpg
O IARTUY

SUILDING AN ENTREPRENEURIAL
ECOSYSTEM IN YOUR CITY

BRAD FELD

WILEY
John Wiley & Sons, Inc.





OEBPS/images/back5.jpg
“Like” us on Facebook
www.facebook com/wileyglobalfinance





OEBPS/images/back3.jpg
Visit our blog: www.capitalexchangeblog.com





OEBPS/images/back4.jpg
Follow us on Twitter
&= @wiley_finance





OEBPS/images/9781118483312.jpg
e

BUL o AN E /VTAJEP/?ENEUAJA[
EEOSYSTEMN 100R g7

BRAD FELD






OEBPS/images/back7.jpg
HWILEY Globel Fnance





OEBPS/images/back6.jpg
Find us on Linkedin
Wiley Global Finance Group





