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Every city has the right to participate in the global startup rev-
olution and reap the benefits of job creation, innovation, and
economic growth. As this Report documents, however, too many
places are currently excluded from this revolution. We invite more
people and organizations to join this growing global community
that seeks to identify the code of how startup ecosystems function,
evolve, and generate successful startups.

We provide a way for entrepreneurs everywhere to tell us about
their journeys and their ecosystems. The survey data, supple-
mented with secondary research and data from global and local
partners, helps create the world's most comprehensive primary
research on startups.

For startup leaders, investors, and other ecosystem stakeholders,
we provide data-driven insights to inform strategic decisions as
to locations and guide actions to mitigate ecosystem weakness-

es. We work with city leaders and members to capture and
assess the efficacy of policies and practices, and help them
learn from each other about what does and doesn't work.

Ecosystems develop along a lifecycle, and in each phase of the
lifecycle ecosystems have different strengths and weakness-
es. Scarce resources must be focused on the right actions at
the right time for maximum impact in increasing ecosystem
performance.

That requires clarity, objectivity, and local consensus, and
that's why we are building the first precisely evidence-based
policymaking engine to guide these efforts. We look forward
to working with more places and learning more about your
startup ecosystems.
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Global Entrepreneurship Network (GEN): Operates

programs in 170 countries that foster cross border

collaboration between entrepreneurs, investors, re-
searchers, policymakers, and entrepreneurial support organiza-
tions to fuel healthier start and scale ecosystems.

Crunchbase: Everyday investors,
crunc h bq Se journalists, founders, and the global
business community turn to Crunchbase for information on start-
ups and the people behind them.

b Orb Intelligence: Database of firmograph-
(> Of ics that provides company information on 50

Intelligence - , .
million companies worldwide and powerful

data matching capabilities to marketing software vendors and
B2B marketing agencies.

Dealroom: Helps corporations, in-
vestment firms and governments
to track innovative companies and identify strategic opportunities,
through data-driven software.

Bl dealroom.co
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Our Global
Network

Thank you!

Thank you to the startups, the global revolutionaries, the 10,000
founders across more than 100 cities and 50 countries who used
their valuable time to take our survey.

Thank you to the 300 organizations that support startups in
these cities. Thank you to our 40 city members who support this
research financially, indicated on the map right next to this text.

A special Thank you to GEN, our publication partner, and
Crunchbase and Orb Intelligence, our global data partners. And
thank you to everyone who has supported us since the first
Startup Genome reportin 2011.

The Global Startup Ecosystem Report is yours, and and we could
not produce it without your continued support.

Copyright © 2017 Startup Genome LLC. All Rights Reserved.
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Networks and connections have long been assumed to be import-
ant in determining the strength of startup ecosystems. Attempts
to quantify this have been good but limited by data availability.

Here, based on rigorous analysis, we definitively find that global-
ly-connected startup ecosystems grow faster and perform better
than less-connected places.

“My theory is that inequality comes from differential
connectedness.”

Ricardo Hausmann'

These ecosystems tap into a worldwide circulation of ideas, knowl-
edge, talent, and capital. Through global networks that are rooted
in relationships between entrepreneurs, startups in these eco-
systems can access global customers at a very early stage and
develop globally-leading products and business models. This is
the foundation of unicorns and, as seen in the Lifecycle model, the
trigger of ecosystem evolution and accelerated growth through
attraction of international resources—and more global connec-
tions. Conversely, ecosystems that are not well-connected do not
experience fast growth.

1 Quoted in, Philip E. Auerswald, The Code Economy: A Forty-Thousand Year History
(Oxford, 2017).
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Global Markets of Innovation

As Steve Blank emphasizes, startups must focus on global custom-
ers from the outset. In the Waterloo Startup Ecosystem report,
we established that startups which focused on foreign customers
grow 2.1 times faster than others. Startups in many large North
American cities with numerous Fortune 1000 companies fail to
achieve this faster growth. Domestic customer access is good but
can limit foreign customer reach.

So who are these global customers? More importantly, where
are they? Contrary to what might be assumed, multinational
companies are very rarely global customers of innovation. They
are global sellers of whatever products or services they market.
Customers worthy of the focus of tech startups may be individual
consumers or businesses with only 50 employees (or multina-
tionals), but if startups from all over the world try to sell to them,
they will become knowledgeable of the latest global innovations
satisfying their needs and which needs are still unmet—and in
this way, become Global Customers of innovations.

Silicon Valley, for example, emerges as the global startup hub
in our Global Connectedness metrics. One out of every three



startups located outside the United States report having multiple
connections to Silicon Valley. When we include U.S. startups, that
figure rises to 47 percent. This means that even small compa-
nies located in Silicon Valley are global customers, because they
become knowledgeable of what the latest and greatest technol-
ogies are by drawing on global startups competing locally. And, it
means that more easily than anywhere else, Silicon Valley found-
ers, investors, and advisors can also become knowledgeable of
the latest global customer needs and the latest innovations pretty
much anywhere in the world.

Silicon Valley, together with London and New York City, forms the
top tier of startup ecosystems. One-quarter of startups around
the world have multiple connections to London; for New York City,
it's one in five (but 30% when including U.S. startups). No other
startup ecosystem comes close to these three in terms of what
we call “inbound” global connections.

Inbound Entrepreneur Connections

Bubble size indicates the percentage of foreign entrepreneurs
reporting 2+ connections to entrepreneurs in a given ecosystem.

Top 20
Other

Figure 12 Inbound connections. Percentage of startups around the world (ex-
cluding the United States) saying they have 2+ connections to other
ecosystems.

These three ecosystems cast the widest net of Global Connect-
edness: these are the places that startups everywhere want to
connect to for access to advice, money, and ideas.

Connectedness creates two-way exchanges, and we can also look
at the level of “outbound” connections that places have to leading
startup ecosystems. To do this, we measure the ecosystems where
startups report having the highest average number of significant
connections to seven of our top ecosystems: Silicon Valley, New
York City, London, Tel Aviv, Singapore, Berlin, and Shanghai.

Here, Tel Aviv stands out as not only a high-performing ecosystem
but also one that is well-connected to others. Singapore, Silicon
Valley, and London are also well-connected to their peers at the
top, yet Berlin, New York City, and Shanghai are not as connect-
ed. Outside of those six, Stockholm, Toronto-Waterloo, Sydney,
and Mexico City are the most connected to the top-performing
ecosystems.

Outbound Entrepreneur Connections

Bubble size indicates the average number of connections reported by local
entrepreneurs with foreign entrepreneurs in 7 ecosystems
(SV, NYC, London, Berlin, Tel Aviv, Singapore, and Shanghai).
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Figure 13 Average number of connections startups have to top

ecosystems.
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Global Market Reach

In the context of the customer development framework, reaching
foreign customers allows startups to identify problems and solu-
tions that are relevant to broad parts of the world.? Additionally,
productivity and innovation increases as startups go global—in
any given economy, companies with more exposure to foreign
markets are the “frontier” firms that drive growth.? A focus on
foreign customers should therefore mean faster growth for start-
ups and ecosystems.

When we look at where startups report having the highest shares
of customers elsewhere, we see a mix of top-performing ecosys-
tems and smaller places. Tel Aviv ranks first, where one-third of
startups sell to customers outside of the immediate region.

What we are seeing with many of these ecosystems is a function
of the small size of their national economies or their geographic
locations. Startups in New Zealand have a few options beyond
Australia, so most of them must go global quickly. In Stockholm,
Berlin, and Helsinki startups have an incentive to go global—
beyond Europe—if they want to grow faster. The best examples
of this are Tel Aviv and Jerusalem. Because of its small economy
and thanks to their global community, Israeli startups have suc-
cessfully executed go-global strategies for years.

This metric captures startups with customers outside their imme-
diate region. For example, Berlin startups have access to a large

2 See Steve Blank's methodology at https://steveblank.com/category/customer-de-
velopment/
3 Dan Andrews, Chiara Criscuolo, and Peter N. Gal, “Frontier Firms, Technology

Diffusion and Public Policy: Micro Evidence from OECD Countries,” OECD, Future of
Productivity Series, 2015.
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domestic market and the European Union, but these are not taken
into account here. Instead, the high score of Stockholm, Berlin,
and Helsinki reflects the global orientation of startups in these
cities and their ability to expand globally, outside of the European
Union, at a higher rate than other ecosystems.

While Silicon Valley and a few other top U.S. ecosystems fare well,
many American ecosystems don't. In Chicago and Los Angeles,
only eight and twelve percent of startups, respectively, report
having customers outside of North America. Evenin Los Angeles,
only 14 percent of startups say they sell to customers in the rest
of the world. However, because the U.S. is not only the largest
national market to scale in but also the leading global market for
innovation, U.S. startups can focus on addressing the U.S. market

Top Ten for Rest of the World Users

Average percentage of users based outside an ecosystem’s immediate region.
E.g. the number for Toronto excludes U.S. users.

Tel Aviv
New Zealand
Jerusalem
Silicon Valley
Stockholm
Berlin

Malta
Melbourne

Helsinki

Bangalore

>

0% 5% 10% 15% 20% 25% 30% 35%

Proportion of Users Reported in the Rest of the World

Figure 14  Average percentage of startups’' customer base that is outside an
ecosystem’s immediate region. This excludes the immediate region
or continent: the responses for Stockholm, Berlin, and Helsinki, for
example, exclude customers in European markets.

first and then go on to win over the world. Many Tel Aviv startups
have done this successfully by targeting the U.S. from the onset
and bypassing their local market entirely.

Interestingly, city size guarantees nothing. Large metropolises that
are otherwise well-connected within the global economy aren't
necessarily plugged into global startup networks. In fact, the size
of a metropolitan area’s economy may be a pitfall, misleading
startups to focus on the large local market rather than go global.
For this reason the ecosystems of Chicago and Los Angeles have
seen their growth plateau and ranking go down, while Seoul,
despite its global reach in other industries, is not achieving the
same success with its startup ecosystem.

Most Connected Ecosystems

Entrepreneur Connections and Global Market Reach
Bubble size indicates the percentage of Inbound Entrepreneur Connections.
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By Region

While there is a hierarchy of Global Connectedness within each
region of the world, Silicon Valley, London, and New York form
the Global Connectedness core. Analyzing these hubs can tell us
which ecosystems have the strongest gravitational pull for startup
ideas and resources and, thus, where startups are best positioned
to go global in terms of market reach. Silicon Valley dominates the
connections of nearly every single other startup ecosystem—some
sort of connection with a startup founder or executive in Silicon
Valley, it seems, is almost a prerequisite for startups elsewhere,
In each region of the world, the most connected ecosystems are
those with the most connections to Silicon Valley.

The exception, of course, is North America, where Silicon Valley is
the dominant startup ecosystem—it has the most connections to
New York City, followed by London and Tel Aviv. Likewise, London
and New York City dominate the “secondary” connections. After
Silicon Valley, the most connected ecosystems in each region have
the strongest connectedness with London and New York. The
lone exception is Singapore, which has Shanghai as its secondary
connection city.

Concluding Remarks

Greater Global Connectedness leads to higher performance for
startups and their ecosystems. Establishing more relationships
between founders and executives in other parts of the world
brings in more ideas and more innovation, resulting in faster



Global Connectedness

Line thickness indicates the degree of Outbound and Inbound Entrepreneur Connections.
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startup growth and more vibrant ecosystems. Startups thrive on
relationships and the exchange of ideas—with customers, inves-
tors, corporations, and, especially, other startups. These ideas
include “hard” knowledge such as technical ideas about product Ecosystem with :
_ e T _ ‘ . , Most Entrepreneurial
improvement, new scientific ideas, and how to sell into different Region Highest Global Connections To:
markets. But global connectedness also brings the benefits of a Connectedness:
global network to startups and their ecosystems, including giving Africa Johannesburg Silicon Valley
introductions and being exposed to a pay-it-forward mentality. Asia Pacific Singapore Silicon Valley
The exchange of this knowledge occurs through personal rela- Furope Tl A Silicon Valley
tionships, and more relationships leads to faster-growing start- . . o "
P P & & Latin America Mexico City Silicon Valley

ups. The broader those connections are, the better the growth
outcomes will be for startups and their ecosystems.

North America

Silicon Valley

New York City

The Need for Global Connectedness
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2017 Global Startup Ecosystem Ranking 39

Global Connectedness

® Top20
® Other
— Connections

Figure 33
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