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Can we fix theCan we fix the

New England startup engine?New England startup engine?



Highland Capital PartnersHighland Capital Partners

•• Founded in 1987Founded in 1987

•• Offices in Lexington, Menlo Park, Geneva, ShanghaiOffices in Lexington, Menlo Park, Geneva, Shanghai

•• $3B Under Management$3B Under Management

•• 35 investment professionals35 investment professionals

•• 175 portfolio companies175 portfolio companies

•• Over 50 seed stage investmentsOver 50 seed stage investments

•• Highland Consumer Fund, Highland Entrepreneur CenterHighland Consumer Fund, Highland Entrepreneur Center



How do we fix theHow do we fix the

New England startup engine?New England startup engine?

3 Problems3 Problems

3 Solutions3 Solutions



““California alwaysCalifornia always

outperforms Massachusettsoutperforms Massachusetts””

Problem #1Problem #1



CA Dominates Tech SuccessesCA Dominates Tech Successes

Tech companies with >$1B in salesTech companies with >$1B in sales

Source: Thompson

Rest of U.S.

Silicon
Valley

New
England

52%

39%

9%



But Why?But Why?



Above Average PeopleAbove Average People

Nobel LaureatesNobel Laureates

per  million  pop.   2.0  8.8

PatentsPatents

per million pop.  688 683

CA MA

  74   56

  25,039   4,368



Entrepreneurial ActivityEntrepreneurial Activity

NIH GrantsNIH Grants

per million people  143         1,166

Small CompaniesSmall Companies

per thousand people   39           46

CA         MA

5,1925,192         7,464        7,464

   1,425,897    1,425,897  296,082 296,082



Venture Deal VolumeVenture Deal Volume

Seed & EarlySeed & Early

per million people  3.1  5.8

Later & ExpansionLater & Expansion

per million people  4.0  9.2

CA MA

 113          37

      147        59



Better WeatherBetter Weather

Sunshine

Average Temperature

SFO

  66%

53ºF

BOS

 58%

 52ºF



2007 Tech IPOs by Region2007 Tech IPOs by Region

Cap Value <$400 MCap Value <$400 M

CA          NE

  11   8

      5            6Cap Value >$400 MCap Value >$400 M



Better ReturnsBetter Returns

 1 Year 1 Year 11.4%11.4%

 5 Years 5 Years 6.1%6.1%

10 Years10 Years 85.6%85.6%

15 Years15 Years 44.4%44.4%

CA

Net Venture Capital IRRs

Source: Cambridge Associates LLC, Non-Marketable Alternative Assets database

 NE

11.5%

(4.4)%

148.9%

57.8%



So WhatSo What’’s Really Going On?s Really Going On?



But who made those CA companies so big?But who made those CA companies so big?

WinphoriaProfitLogicLiveVaultCenterLine

WellfleetPlanetAllLanguage TechnologyCayman Systems

WeblinePictureTelLANcityCascade

WaterCoveOpen MarketiPhrase TechnologiesCADKEY

VermeerOkenaIndividualCadia Networks

VerbindOcularIMlogicBrooktrout Inc.

TerraLogicsNew OakHighGround SystemsBowstreet

TeloquentnetNuminaGuardentBeyond

TelicaNetlinkFutureTense Inc.Avaki

TelebitMitek SurgicalFunk SoftwareAuthentica

SQAMicrocomDragon SystemsAtria Software

SpringtideMercury ComputerDataPowerArrowPoint

SpeechWorksMediSenseCritical Care AmericaArris Networks

SightPathMarcamCoral NetworkAptis

ShivaMainspringConcentraAppIQ

RevivioM/A ComComputervisionAndover.Net

RelicoreLycosChipcomAltiga

Raptor SystemsLotusCentra Software Inc.Allaire



Me?Me?

WinphoriaProfitLogicLiveVaultCenterLine

WellfleetPlanetAllLanguage TechnologyCayman Systems

WeblinePictureTelLANcityCascade

WaterCoveOpen MarketiPhrase TechnologiesCADKEY

VermeerOkenaIndividualCadia Networks

VerbindOcularIMlogicBrooktrout Inc.

TerraLogicsNew OakHighGround SystemsBowstreet

TeloquentnetNuminaGuardentBeyond

TelicaNetlinkFutureTense Inc.Avaki

TelebitMitek SurgicalFunk SoftwareAuthentica

SQAMicrocomDragon SystemsAtria Software

SpringtideMercury ComputerDataPowerArrowPoint

SpeechWorksMediSenseCritical Care AmericaArris Networks

SightPathMarcamCoral NetworkAptis

ShivaMainspringConcentraAppIQ

RevivioM/A ComComputervisionAndover.Net

RelicoreLycosChipcomAltiga

Raptor SystemsLotusCentra Software Inc.Allaire





Solution #1Solution #1

Dream Bigger!Dream Bigger!

Hold Longer!Hold Longer!



Is Everyone inIs Everyone in

the Game?the Game?

Problem #2Problem #2



MilkenMilken’’s s ““Top TenTop Ten”” Ratings Ratings

UCLAUCLA1010

Univ of WashUniv of Wash99

Wash U, St. LouisWash U, St. Louis88

Johns HopkinsJohns Hopkins77

UCSDUCSD66

UPennUPenn55

UCSFUCSF44

University of LondonUniversity of London33

University of TokyoUniversity of Tokyo22

Harvard UniversityHarvard University11

UniversityUniversityRankRank

Penn State UniversityPenn State University1010

Harvard UniversityHarvard University99

Univ of MichiganUniv of Michigan88

Univ of ChicagoUniv of Chicago77

UCSFUCSF66

Univ of WisconsinUniv of Wisconsin55

Johns HopkinsJohns Hopkins44

StanfordStanford33

MITMIT22

CalTechCalTech11

UniversityUniversityRankRank

By Number of Publications By Number of Patents Issued

Univ of MinnesotaUniv of Minnesota1010

UPennUPenn99

USCUSC88

Univ of IllinoisUniv of Illinois77

Univ of MichiganUniv of Michigan66

Stanford UniversityStanford University55

Georgia TechGeorgia Tech44

CaltechCaltech33

Univ of CA SystemUniv of CA System22

MITMIT11

UniversityUniversityRankRank

By Number of Start-ups

Source: The Milken Institute Mind to Market: A Global Analysis of University

Biotechnology Transfer and Commercialization, September 2006



Tech Transfer & CommercializationTech Transfer & Commercialization

Source: The Milken Institute Mind to Market: A Global Analysis of University

Biotechnology Transfer and Commercialization, September 2006



““StartupStartup”” Search Results Search Results
on University Websiteson University Websites

Stanford MIT Harvard

 19,500 35,200 4,714

And on the West Coast?And on the West Coast?



Stanford  Has a Lot to Be Proud OfStanford  Has a Lot to Be Proud Of

Source: Stanford University Wellspring Website



And IsnAnd Isn’’t Afraid to Talk About Itt Afraid to Talk About It……

““In the last several decades, over 2,454 full-time companiesIn the last several decades, over 2,454 full-time companies

were founded by 2,325 members of the Stanford Universitywere founded by 2,325 members of the Stanford University

community.community.

““Companies such as Companies such as Cisco SystemsCisco Systems, , GoogleGoogle, , Hewlett-PackardHewlett-Packard,,

Sun MicrosystemsSun Microsystems and  and Yahoo!Yahoo! saw their technical saw their technical

beginnings here and their commercial prosperity in nearbybeginnings here and their commercial prosperity in nearby

Silicon Valley. Understanding these successes, codifying thatSilicon Valley. Understanding these successes, codifying that

knowledge and disseminating it to future generations ofknowledge and disseminating it to future generations of

entrepreneurs is an opportunity and an obligation that weentrepreneurs is an opportunity and an obligation that we

must seize.must seize.””

Source: Stanford University Wellspring Website



Solution #2Solution #2



Problem #3Problem #3

WhatWhat’’s Government Doing?s Government Doing?



In MassachusettsIn Massachusetts



““Ties that Truly Bind:Ties that Truly Bind:

Non-Competition AgreementsNon-Competition Agreements…”…”



Non-Compete AgreementsNon-Compete Agreements

44WyomingWyoming66OregonOregon44MississippiMississippi33HawaiiHawaii

33WisconsinWisconsin11OklahomaOklahoma55MinnesotaMinnesota55GeorgiaGeorgia

22West VirginiaWest Virginia55OhioOhio55MichiganMichigan99FloridaFlorida

55WashingtonWashington00North DakotaNorth Dakota66MassachusettsMassachusetts77FloridaFlorida

33VirginiaVirginia44North CarolinaNorth Carolina55MarylandMaryland77DCDC

55VermontVermont33New YorkNew York44MaineMaine66DelawareDelaware

66UtahUtah22New MexicoNew Mexico44LouisianaLouisiana33ConnecticutConnecticut

55TexasTexas44New JerseyNew Jersey66KentuckyKentucky22ColoradoColorado

77TennesseeTennessee22New HampshireNew Hampshire66KansasKansas00CaliforniaCalifornia

55South DakotaSouth Dakota55NevadaNevada66IowaIowa55ArkansasArkansas

55South CarolinaSouth Carolina44NebraskaNebraska55IndianaIndiana33ArizonaArizona

33Rhode IslandRhode Island22MontanaMontana55IllinoisIllinois33AlaskaAlaska

66PennsylvaniaPennsylvania77MissouriMissouri66IdahoIdaho55AlabamaAlabama

Source: Mark Garmaise

            UCLA Anderson



Solve the Non-Compete ProblemSolve the Non-Compete Problem

http://opencompetition.wordpress.com/http://opencompetition.wordpress.com/

Bijan SabetBijan Sabet

bijan@sparkcapital.combijan@sparkcapital.com



In the WorldIn the World



Where Can The Federal GovernmentWhere Can The Federal Government

Have an Effect?Have an Effect?

!"!"Corporate GovernanceCorporate Governance

#"#"LitigationLitigation

$"$"Tax PolicyTax Policy



Corporate GovernanceCorporate Governance
In which countries is the cost of complying with corporate

governance regulations too high?





LitigationLitigation
In which markets does the litigation environment create

significant additional financial risk?





Tax PolicyTax Policy
In which markets is the tax environment
unfavorable to new business creation?





Solution #3Solution #3

DonDon’’t Vote for Ralph Nadert Vote for Ralph Nader



How Massachusetts Gets HerHow Massachusetts Gets Her

Groove BackGroove Back

1.1. Dream big and hold on.Dream big and hold on.

2.2. Encourage our great institutionsEncourage our great institutions

to act for the common good.to act for the common good.

3.3. Promote smarter government.Promote smarter government.



Thank you.Thank you.

Mass Technology Leadership Council

Annual Meeting

February 27, 2008


