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What does it take to become a successful startup community?
Dr. Sean Wise, BA LLB MBA PhD
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What is a Startup?




What is a Startup?

A startup is a new organization
formed to search for a

repeatable and scalable
business model.
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What is driving the boom in Startups?

1.

4.
5.
6.

TED
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Startups can now be built for thousands, rather than millions of dollars (1998:

S5M =» 2008: S500k =» 2015: S5k)

A more accessible transparent venture finance industry (e.g. The funded; Angel

list & Kickstarter)

Entrepreneurship developing its own management science
1. Customer Development by Steve Blank

2. Lean Startup by Eric Reis

3. Disciplined Entrepreneurship by Bill Aulet

Number of people on the Internet is now $3.17 Billion
Speed of consumer adoption of new technology

Global Markets are geoagnostic

entrepreneurship




What is a Startup Community?

L
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What is a Startup Community?

 Start-up communities exist on different levels, as
entrepreneurs interact with each other within
coworking spaces (Spinuzzi, 2012), incubators
(Hughes et al., 2007), science parks (Bakouros et al.,
2002), cities (Feld, 2012), or geographic regions
(Saxenian, 1996).

* An ecosystem based on a geographic region (e.q.
Tel Aviv) or subdomain (e.g. bitcoin ventures)

e For our discussion we will focus on the
former not the latter. |
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Characteristics of Startup Communities

* SCs are more than informal networks

* They are tightly knit and self-emergent groups (Brown
and Duguid, 1991)

* Held together by the passion and commitment of its
members (Wenger and Snyder, 2000)

* There is little to no hierarchy and news, knowledge and
information diffuses quite rapidly

* Within the community shared practices emerge and are
replicated (Brown and Duguid, 1991)
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ST Domains of the Entrepreneurship Ecosystem

= Uneguivocal support = [Institutions + Researchinstitutes
=Social legitimacy e.g. Investment, support + Venture-friendly legislation
= Open door for advocate = Financial support * e.g. Bankruptey, contract
EaflyCustoméfs = Entrepreneurship strategy e.2.for R&D, jump start funds enforcement, property rights,
« Eably Sdopreis for prootof: Urgency, crisis and challenge v . I::Er\::iavt:srv framework and labor
concept. o y , €.5. Tax benefits
= Reference customer
= Firstreviews = Micro-loans Venture capital funds
= Angel investors, = Private eguity

= Distribution channels
friends and family = Public capital markets

= Zero-stage = Debt
venture capital

Networks
= Entreprepeur’s networks

= Diaspora networks
= Multinational corporations

Entrepreneursh.p o ‘ * \Wisible success=s

- ® Waeazlth z=nerztion for founders
Labor 3 = Internztionzl reputstion
= Skilled and unskilled

= Serialentrepreneurs

= Latergeneration family

Tolerance of risk, mistakes, failure
= Innovation, creativity, experimentation
= Social status of entrepreneur
= Wealthcreation
= Ambition, drive, hunger

Non-Government Institutions

Educational Institutions

= General degrees (professional and
academic)
= Specific entrepreneurship training

= Telecommunications .
. . = Entrepreneurship = Conferences
= Transportation & logistics ion i fi H
- Energy pfot_nonon n non-profits . Entrepre_neur—frlelwlv
i Fohes, inoubation. cantérs, clissters = Lezal ) Business plan contests associations
= Accounting
= Investment bankers o
5/19/2011 « Fachnical Experes Savisor @ 2009, 2010, 2011 Daniellsenberg
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What is a Startup
Community?

Support Big

Organizations Companies

Startup Ecosystem

ideas, inventions and research
startups at various stages
entrepreneurs

startup team members

investors

mentors

advisors

other entrepreneurial people
people from related organizations

Research
Organizations

Service Funding

Providers Organizations
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What is a Startup
Community?
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The Global
Startup Ecosystem
Ranking 2015 =

THE SILICON VALLEY EFFECT | Cree v themast %
presvtzucly Ived in »
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Why care about building a Startup Community?
What are the benefits of a Startup Community?
Why Economic Development Officers should want
to create a Startup Community?
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Why care about building a Startup Community?

* 48.3 percent of Canada's total workforce work for
SMEs, less than 1% work for Startups

* Yet Startups (less than 1%) create the lion’s share of
new jobs, new business models and new innovation

* In 2014, nearly 55 % of American organizations witnessed
candidates changing jobs to work in startups

* Research shows that for close to three decades, companies
less than five years old have created almost all net new jobs
in America — averaging about three million jobs each year

 Startups generated 15x more patents than SMEs and 3x than
o LMES

ROGERS
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Benefits of a Startup Community?

* Benefits accrue to founders, their startups and the general
population

* Economies of scale over economic benefits such as lower
costs and lower barriers to entry

* SCs attract new entrepreneurs and other actors as network
partners, for example investors, lawyers, accountants, etc.

* SCs thereby lower the costs of doing business, making the
system more efficient |
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Benefits of a Startup Community?

* SCs can offer legitimacy for start-ups participating in that
community, and a halo effect can even develop

* SCs give founders a sense of belonging, and communities can
give comfort when entrepreneurs realize that their peers
cope with similar challenges (McAdam and McAdam, 2008)

* SCs pool the resources of all start-ups (Hughes et al., 2007)

* SCs create a shared identity, this leads to a shared culture in
which members feel a strong commitment, or willingness to
help each other |
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Benefits of a Startup Community?

* SCs help minimize founders’ feelings of isolation

* SCs attract greater pools of resources (e.g. strategic
partnerships, venture capital, etc.)

* As SCs grow so does their political influence which can lead
to more

* SCs can help entrepreneurs to set their ambitions higher by
being inspired by the positive results of close peers (Van
Weele et al., 2013) |
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Traits of a powerful Startup Community?
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Traits of a powerful Startup Community

* There is a ‘recruiting’ effort put on by locals to bring new people into the
community and an incredibly warm welcome when those new people arrive.

e The community starts movements that are so awesome, they are adopted and
adapted by other communities.

* e.g Startup Weekend started in Boulder with just a few folks and is now in 135+ countries

* Everyone genuinely cares. Egoless, motiveless, selfless help happens. This is most
evident in times of crisis.

* The jerks have a hard time living in the community and eventually evolve or
leave. The community has strength in density, not numbers. A tight network is
created in which the members support and elevate each other.

* Businesses support each other. Buying—and selling—local matters.
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How to create a Startup Community?

L

TED
ROGERS
SCHOOL OF RYERSON

MANAGEMENT UNIVERSITY entreureneurshm




How to create a Startup Community?

TED
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10. Bring in Resources. Draw capital locally and from abroad.

Commit to it. It is a long term effort.

Map the current state, find an unmet market need. Make that your mission.
Build community around the mission.

Create a platform for communication and collaboration.

Create Awareness. Educate students and the community.

kl\\/lak((e]I each member of the community feel special, feel engaged and feel
eard.

Repatriate homegrown successes. Engage them to inspire but also to
mentor

Attract Critical Mass. Create a startup environment.

Open innovation instead of internal R&D. Lure corporations to set up locally
and to work with startups.

entrepreneurship




What is most important element necessary for
creating a nurturing entrepreneurial environment?

Kauffman Foundation found it to be the connections and
relationships that pull support organizations, new entrepreneurs
and experienced entrepreneurs together in a way that helps
founders get the mentoring and information that most benefits

the company at its particular stage of development.

* connections between entrepreneurs;
* connections between support organizations;
* connections between entrepreneurs and support organizations; and

* miscellaneous support connections, such as the availability of entrepreneurship-
oriented events
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Strategies to Enable Entrepreneurial Ecosystems

* Favor incumbents less. Lower barriers to entry.
* Listen to entrepreneurs. Engage local entrepreneurs in person

* Mlap the ecosystem. Note who the participants in the ecosystem are
and how they are connected.

* Think big, start small, move fast. Launch early, iterate often.
* Avoid artificially segmenting your community or your strategies.

* Prepare to capitalize on crises. economic disruption creates
entrepreneurial opportunites

TED From Enabling Entrepreneurial Ecosystems: Insights from Ecology to Inform
ROGERS Effective Entrepreneurship Policy by Philip P. Auerswald, Oct 2015
SCHOOL OF

MANAGEMENT entrepreneurship




Kauffman’s “Think Locally, Act Locally:
Building a Robust Entrepreneurial Ecosystem”

The 2014 study found:

* Entrepreneurship is a local phenomenon.

* Entrepreneurs follow local entrepreneurs.
cocnioniit s e Local networks thicken over time.

i * Entrepreneurial demand is high for peer-based learning
- . and networking.

* Different programs reach different entrepreneurs.
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Learning from the Best (SWIPE)

-

Technology, IT etc.

SWIPE

means

Steal with Integrity and Pride
from Everywhere

by acron ymsandslang.com
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Communities worth Examining

* Boulder =» home of my co author Brad Feld
* Tel Aviv = where I'm spending by sabbatical next year
* Ryerson =2 where I've spent 7 years building the community

A Boulder va: N Ryerson
= o, 6 PEN
v/ StartupWeek MSTARTUP University




The Boulder Story

* Population is 103,000

e 548 Startups (1 per 188 people) STARTUP @
* 9882 Investors (1 per 10) g()\\j\ NINTIED| ~ BULDING AN ENTREPRENERUIAL
* 46,164 followers on ANGEList ( 1 per 2 | ECOSYSTEM IN-YOUR 1Y

* The Boulder Thesis P_BRADFHD
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The Boulder Thesis

Brad Feld’s 4 Tenants of Startup Communities

* Entrepreneurial-ed

* Inclusive ~
* Rallying Points STAMUP
. EOM N TES
* Long term perspective
BRAD FELD
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Entrepenerial-ed

* Bottom up, not top down

* Entrepreneurs are the leaders; gov, NFP, orgs, lawyers,
accountants, etc. are the feeders

* Do entrepreneurs know what the need? Or just what they
want?

* Two types of people: leaders (entrepreneurs) and feeders
(investors, service providers, etc.)
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Inclusive

* A rising tide floats all boats

* Have something for everyone in the community:
e Startups vs Scale ups
* SMEs vs Startups
* Big and Small
* Lifestyle vs Disruptive

* Inclusiveness of newcomers to the tech community

TED
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Rallying Points

* Entrepreneurs need common things to rally around:
e Startup Weekends
* Mentorship
* Regulations

* Substantive events and programs that engage the entire
entrepreneurial community
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Long Term View

* Overnight successes take years to make

* 20 year minimum

* Focus on infrastructure, events, and problems that
only the group can solve (e.g. Startup Week,
Startup Nation)

e Commitment must be greater than any one term of
office
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What can we learn from Boulder?
C-'- Boulder

* Let Entrepreneurs Lead

* The Long View Pays off

* Have a Strong Anchor

* Size doesn’t matter, Density does
http://boulder.startupweek.co/

IS FOR STARTUPS
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http://boulder.startupweek.co/

The Tel Aviv Story
* Population 411,800
e 1127 Startups (1 per 365 people) S
e 14,196 investors (1 per 29)
» 82,818 followers on ANGEList (1 per 5) START-UP NATION

The Story of Israel’s Eco

 Start-up Nation thesis, the Israeli tech ecosystem benefits DAN SENOR 0 SHUL SINGER
from compulsory service in the Israel Defense Forces,
imparting a range of skills training for potential
entrepreneurs and providing leadership experience and the
appetite for risk-taking that comes from being an immigrant
nation in a hostile environment. |
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What can we learn from Tel Aviv?

http://www.telavivstartupcity.com/#!start-tel-aviv/cd0d

]\

Sta rtTl'fF',pa’t';(’ THIS IS WHAT THE ISRAELI STARTUP ECO-SYSTEM DID LAST WEEK

$140 Million + $770 Million =
in startup funding in ocquisiﬁog
P amazonoom
Lo HRREEEL, 2 53700 BB
oo g | — wec: | MILLION
S e e | SREMBOE | | DOLLARS
P  ASSOMMSS SN S
Lo e isomde — | IN ONE WEEK
e B Microsoft —=p equivic | JANUARY, 2015
~S50M ¢ |
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http://www.telavivstartupcity.com/#!start-tel-aviv/cd0d

The Fire Approach to Building a SC

FIRE

* Foster deep entrepreneurial thinking across the
entire community

* Inspire next generation of ideas and founders

* Regularly revitalize organizations in community
and the role they play

Train Hard
* Empower the connectors Fiﬂht EHEH

TED
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The Ryerson Story

e Started in 2010 as a way to differentiate
* Now ranked #3 in the world

* Population 41,324 (38,394 students + 780
Faculty + 1700 Admin + 450 founders),
2,615,000 GTA

e Startups 81, 2571 (1in 510) (1 in 1017)
* Investors 207, 4316 (1 in 199) (1 in 606)
* Followers 109, 29,503 (1in 379) (1 in 89)

TED
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TOP UNIVERSITY
BUSINESS INCUBATORS

o
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What we can learn from Rverson?

1. Not all communities are 7 @
geographic
Eat our own Dogfood

Launch Early

N
lterate Often e
PRODUCT
Fail Faster - @

A
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Comparing the Hotspots

-m

Population
1 Startup per
1 Investor per

1 Follower per

TED

ROGERS
SCHOOL OF RYERSON
MANAGEMENT UNIVERSITY

103,000 411,800 41,328 2,615,000 210,890
188 people 365 people 510 people 1017 people 42,100
people

10 people 29 people 199 people 606 people 57 people

2 people 5 people 89 people 379 people 5 people

Notes:
* Boulder has the highest density of startups

* Ryerson has 1/10 the population of Tel Aviv but only 1 / 20 the number of investors

e Toronto is not as well followed as other hubs
* Windsor’s numbers may include influx of Investors from Detroit

L
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Homework

* Startup Ecosystem Canvas

* http://fi.co/canvas

1. The Stages

There is no one right way to build a technology company, but for the sake of simplicity we have outlined a basic, common framework.

IDEA-STAGE /'
This is where new entrepreneurs get inspired,
learn best practices, develop skills, validate
ideas, and begin to build their team and product.

LAUNCH-STAGE ;Ej)

In this stage, entrepreneurs establish and
formalize the company, develop the product, get
feedback from customers, and prepare for the
next step.

2. The Supporters

To facilitate the steps, every ecosystem needs strong supporters.

GOVERNMENT Aib

Public organizations can play an important role by
facilitating and supporting the community in the
Launch-Stage.

EVANGELISTS ¥

Successful entrepreneurs must be the guiding
forces of any startup ecosystem, especially in the
Idea-Stage.

3. The End Product: Success Stories

GROWTH-STAGE 11l

Here, a startup proves their utility, receives
recognition, and scales up. This usually requires
funding, angels, VCs, and ways fo connect them
to startups.

TALENT !

You can't grow without talent, and both
universities and large technical employers aftract
and cultivate the local talent pool.

It takes time, but the product of a strong ecosystem is startup success. The leaders of these companies should be startup evangelists, as well.
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STARTUP ECOSYSTEM CANVAS petd v

It takes a city to raise a startup. Plot out your local ecosystem below to help newcomers.

1. IDEA Q

1. Inspire

Startup Media:
Centrafized local info, ¥atngs, rews

Inspirational Events:
Open, Inclusive begimer events

Taam Formation:

2. Educate 3. Validate
Best Practices:
Bogrmer 3 0 events

Training & Feecback:
SHill & idea davelopment programs

& evarts for taaming up

Build First Product:
Hackathons & resources 10 build

=

EVANGELISTS T

Successtul local fourdens
who laad the ecosystem &
frocuently mentar newbies

Public oganizations that
2.LAUNCH 37 Pl o oo
» devalopment
1. Start 2. Develop 3. Launch Aj:A
Establish: Formalize: Seed Accelerators: o
Law finrs & banks for startups. Accounting, Dev & HA Sead 1MENG MaNtor PIOgrams -
=
=
[~
w
>
(=]
Workspace: Prapare tor Seed: Pitch & Demo: (L]
Ci rkiryg and flexile & advanoed Show startups for seed imvestrment
Local Universities:
Mapor businass or
techinical universitios
3.GROWTH ]}
1. Recognition 2. Funding 3. Growth
Investor Networking: Angels / Micro-VCs: Infrastructure:

Connect foundars & prof. nvestors

Major Madia:

Manstream ocal DUSNess prass

Sood-stage nvestors

Venture Capitakists:
Senes A and bayond

Office space, HR, msurance & mom

Expansion:
Growth accelerators/consultants

TALENT H@

Local Employers:
Major lechnical erployers
with a large warkforos

SUCCESS STORIES W

Successdid homegrown companies that have raised sigreticant institutional furkding, amploy a targe workioma, or hawe achiaved liquidsy.

Learn more about the Startup Ecosystem Canvas at http://fi.co/canvas

ok workztes I iefarsdnd for f Frig 0n egal paser, o work wars temlopad e 3 Croestn

oo At Btk NonGammas sl A7 Irtwesstiorsd Lownse

entrepreneurship
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http://fi.co/canvas

Startup

ECOSVSte m E:f: gu;:: 2 :;5:;: :;;:z: :rli‘:: Don’t play favorites! List all
Canvas

competitive resources in alphabetical order.

|
R . * Bruce Kim
1. IDEA -C). *Burt Lum
z * Danielle Scherman
1. Inspire 2. Educate 3. Validate * Evan Leong
. . E‘:}::D * Henk Rogers —
Startup Media: Best Practices: Team: « Jessica Ching
* Aloha Startups * Hawaii Tech * CoFoundersLab Matchup ¢ | *Russel Cheng
+ Pacific Business News Events FB Honolulu = | +Ryan Ozawa
« Startup Digest * Oahu Online Business * Oahu Online Business Meetup | @
« Startup Hawaii Meetup « Innovate Hawaii Meetup =
« TechHui + Startup Founder 101 L
* Think Tech * Windward Entrepreneurs S Needs :
. ment!
Inspirational Events: Meotup Build: E improve
+ Innovate Hawaii Meetup « Dev League LJ
* Maker Faire « Founder Institute _ ment!
» Startup Weekend + Kapi'olani Continuing Needs improve
» Unconferenz Education
Resources come and go. Resources should only be A short or empty category
The best canvases list reliable listed in one category for the indicates a weakness in the
assets with strong local support. sake of clarity. community that can be improved.
TED
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Exercise 1

* Make a list of A players in your community
* Who would be great to lead?

* Flag anyone is not:
« Committed
* Competent
* Collegial
* Collaborative

* Who do you already know? Who would you like to know? Which
power players failed the test. |
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Exercise 2:

e Consider your community’s current state
* What is missing in your community?

 What would you want to add?

* What'’s the one piece that if added would have greatest impact (e.g.
brining home a famous entrepreneur who know lives in the valley).

TED
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Exercise 3:

* Make a quick list of the major startup events in your city? E.g. startup
weekend, Startup Festival, etc.

* Ask yourself if each event listed is:
* Arallying point
* Brings attention to the community from outside the community
* Has a common theme or identity

* Consider how current events might be changed?
e Consider which global events could be brought to your community?

TED
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Take Aways (Macro)

* Entrepreneurs /ead a startup community while everyone
else feeds the community

* Feeders include the government, universities, investors, mentors,
service providers and large companies

* Continual activities and events are essential to engage all
participants
* Top-down government-driven clusters are an oxymoron
* Building a regional entrepreneurial culture is critical
TED
ROGERS
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Take Aways (Micro)

* Focus on connecting entrepreneurs to enhance learning between entrepreneurs.
This can be done by injecting catalytic events.

« Communicate and collaborate with other entrepreneurial support organizations for
constant readjustment of the local ecosystem.

Cultivate a list of experienced local entrepreneurs to connect them to nascent
entrepreneurs.

Support organizations should recruit staff with entrepreneurial experience.

If incubators already exist, reorganize them to connect founders and facilitate peer
on peer learning .

TED
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The 8 Rules to follow when Building
Entrepreneurship ECOSYStemS (according to Peter Vogul)

e Each ecosystem is unique. Find the USP!

* Developing an ecosystem requires a multi-stakeholder approach
* Self-employment # entrepreneurship

* Bureaucracy blocks innovation

* Holistic implementation

* Coordination and supervision

* Focus on heroes and make them role models

* An entrepreneurial culture is the key

TED
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Questions / Discussion

. Economic
Developers
= Council
( C,) of Ontario
A
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For more

JIARILP

L0
\]0\\1\ NN ES' BUILDING AN ENTREPRENERUIAL
EGOSYSTEM N YOUR CITY

BRAD il

START P
CANADA,

Cort
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THE NEW YORK TIMES BESTSELLER

START-UP NATION

The Story of Israel’s Economic Miracle

DAN SENI]II N0 SAUL SINGER




For more

* Acs, Z.J. and C. Armington. 2006. Entrepreneurship, geography, and American economic growth. Cambridge: Cambridge University Press.
* Feld, B. 2012. Startup communities: Building an entrepreneurial ecosystem in your city. Hoboken, NJ: John Wiley & Sons.

* Feldman, M.P. 2003. Entrepreneurship and American Research Universities: Evolution in Technology Transfer. In The Emergence of Entrepreneurship
Policy; Governance, Start-ups, and Growth in the U.S. Knowledge Economy, ed. D.M. Hart, 92-112. Cambridge: Cambridge University Press.

* Hathaway, |. 2013. Tech starts: High-technology business formation and job creation in the United States. In Kauffman Foundation Research Series.
Kansas City, MO: Ewing Marion Kauffman Foundation.

* Hoang, H. and B. Antoncic. 2003. Network-based research in entrepreneurship: A critical review. Journal of Business Venturing 18:165-187.

* Konczal, J. 2013. The most entrepreneurial metropolitan area? In Kauffman Foundation Research Series. Kansas City, MO: Ewing Marion Kauffman
Foundation.

* Malecki, E.J. 2007. Cities and regions competing in the global economy: Knowledge and local development policies. Environment and Planning C 25:638-
654.

* Motoyama, Y. and B. Danley. 2012. The ascent of America’s high-growth companies: An analysis of the geography of entrepreneurship. In Kauffman
Foundation Research Series. Kansas City, MO: Ewing Marion Kauffman Foundation. Quan, X. and Y.

* Motoyama. 2010. Empirical disaggregation of social networks: A study of ethnic professional associations and entrepreneurship in Silicon Valley. Journal
of Small Business and Entrepreneurship 23:509-526.

» Stangler, D. 2013. Path-dependent startup hubs: Comparing metropolitan performance. In Kauffman Foundation Research Series. Kansas City, MO: Ewin
Marion Kauffman Foundation. i

TED
ROGERS
MA?\ICAI-(IJCIQSIEI%IE entrepreneurship

SCHOOL OF BUSINESS MANAGEMENT



Thank-you

Questions email me:
sean.wise@ryerson.ca

ROG-IE-'FE{E an Wise, 2014

SCHOOL OF RYERSON

MANAGEMENT UNIVERSITY entrepreneurship




