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Daves book is a master class in building transformational ecosystems. His ability to identify key principles allows the reader to position any community or company for tech commercialization success. This book provides a practical roadmap for leaders to implement these key principles. His own investing success gives us confidence to act on these important insights!

ERIK J ANDERSON

Founder, Westriver Group

CEO, Singularity University

For any economic development professional outside of Silicon Valley, Crossing the Cactus is a must read. In corporate venture we support disruptive innovation worldwideoften outside the traditional innovation centers. Hard technologies are inherently hardbut with the right leadership, ecosystems can be built to provide early support for innovation that will ultimately change the world. As the Managing Partner of Cottonwood Technology Funds, Dave Blivin has first-hand experience in supporting these communities and knowledge of building them, finding and curating innovation, pulling together funding, and ultimately providing the best environment for them to be successful. I would highly recommend all stakeholders in these ecosystems read Crossing the Cactus.

MICHAEL YOUNG

Former Director, Caterpillar Ventures

Crossing the Cactus is a great read on what can happen when communities create the programs and ecosystem needed to support their inherent Great Ideas with the necessary capital and management. As the managing partner of Cottonwood Technology Funds, Dave Blivin speaks from experience founding venture firms in three regions rich in innovation but light in money and management. His blueprint for success is insightful and supported by numerous case studies. Read this book!

BRETT KINGSTONE

Founder, SuperVision Intl. and Max King Realty.

Author, The Dynamos, The Real War Against America, and The Student Entrepreneurs Guide

As an innovation ecosystem builder in the Netherlands over the last twenty-five years, most recently with Qutech, I was struck by Daves vision on investment and its role in developing ecosystems. Cottonwood Technology Fund is a rare example of a fund that helps create ecosystems and value, rather than just use them. This book highlights how this can be applied as a model to anyone around the globe trying to create innovation ecosystems. Great read!

KEES EIJKEL

General Director, Qutech, the Quantum institute at TU Delft
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INTRODUCTION



For those in the venture and start-up community, Crossing the Chasm by Geoffrey Moore is a must-read to learn how to address the challenges of going from a first customer to mass market success. But how do you get to a first customer, or even a first product, particularly in parts of the world that are not blessed with an abundance of resources such as Silicon Valleythe proverbial desert regions?

Answering this questionhow to commercialize innovation in resource-limited regionsis the mission of Crossing the Cactus, because great ideas, I have discovered, are everywhere.
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After thirty-five years investing in hard sciencebased technologies, Ive discovered countless innovations emerging from research scientists worldwide, creating opportunities for valuable commercialization. While elite institutions such as Stanford and MIT fuel Silicon Valley and Bostons tech corridors, similarly valuable innovations emerge from research facilities across every state and country.

Yet if great ideas are everywhere, why arent we seeing a similar abundance of large, successful companies springing up in remote places? Why are tech-focused ideas supported and built up so easily in places such as Silicon Valley and Bostonand not in others?

For those involved in economic development, finding the answers to these questions can bring great advantages. If youre trying to create jobs and grow a country, state, or community, it can be highly beneficial to have a resident technology company positioned for rapid expansion. If early-stage start-ups stay localrather than pick up and move to a tech hubthey can support a workforce, contribute to the local economy, and help the community become known as a center of innovation. Suppose a small company scales and becomes highly valued, eventually growing to become a global leader in its industry. The benefits can snowball, and the company could ultimately be a driving force that fuels the community for decades to come. Consider historical examples such as Ford Motor Company (Detroit), Caterpillar Corporation (Peoria, Illinois), Microsoft (Seattle), and Cisco (San Francisco).

If youre an investor in companies outside of the venture centers or a company trying to grow and compete outside of the regions of abundance, learning the keys to success in the desert can be instrumental in crafting a strategy designed to win.

This is all possible, and it can happen through the commercialization of technology at a local level. Ive observed what it takes to create this level of success, even in cities and states that are often overlooked when it comes to resources and venture funding. Moreover, Ive developed strategies you can use to source, support, and succeed with early-stage tech companies, helping you build the ecosystem they need to thrive.

DEVELOPING THE RIGHT STRATEGIES

Perhaps one of the reasons I was able to find ways to help start-ups and encourage them to stay in their community of origin stems from the fact that I didnt take a typical approach to entering the venture business. I originally started working as a CPA and then a CFO, keeping track of what the companies I worked for had already done rather than looking ahead to what they could do. Specifically, with my MBA from Duke University, I worked for a merchant bank located in Durham, North Carolina. The institution focused on several areas, including real estate development and leveraged buyouts, but it didnt fund early-stage companies. As the CFO, I oversaw the financial aspects of the company, including investor reporting, bank negotiations, and cash flow forecasting.

The deals we invested in and managed as a merchant bank were fairly high profile in the area, drawing media attention and attracting other companies seeking financial support. There was substantial entrepreneurial activity in the area, especially stemming from the research efforts of the universities thereDuke University, North Carolina State University, and the University of North Carolinaand the many corporations located in the same area, including IBM, Nortel, Ericsson, and Glaxo. Thus, this region became known as the Research Triangle Park. The by-product of this development consisted of start-ups looking for venture capital.

Thus, entrepreneurs often approached the merchant bank where I worked as they searched for funding. They were typically involved in early-stage technology, and my boss directed them to me because of my financial role. I explained to these entrepreneurs that we werent involved in venture funding or the type of investments they were looking for. Wanting to help, I suggested several other options that might be able to offer them support.

After looking into the possibilities I recommended, these same entrepreneurs often returned to me because they hadnt been able to find the local funding they needed to get their company growing and take their product to market. Unable to access resources within their community, these entrepreneurs usually ended up reaching out to other investors, especially in places such as Boston or Silicon Valley. Sometimes they received an offer for capital, but it was often accompanied by a request to move closer to the source. Without a start-up ecosystem in the Research Triangle, these early-stage companies had to look elsewhereand often physically relocateto pursue their goals. Not everyone left, of course, especially if they wanted to stay in the area because of family or quality-of-life considerations. However, if they opted out of moving, they also often said no to the funds they needed to compete and succeed.

Over time, I recognized that the region lacked a proper support system for entrepreneurs. My interest in early-stage ventures grew after connecting with a serial entrepreneur who introduced me to companies and investment opportunities in the area. I sat in many meetings and listened, learning about the needs of these start-ups. I found many of the companies interesting and started thinking about what we could do to find a solution.

Eventually, the entrepreneur, my boss, and I decided we would try to raise money and help these start-ups. We found investors who were willing to invest in the Southeast region of the US and secured our first fund commitments. When the time came for the portfolio companies in our first fund to receive more funding, I decided to leave the merchant bank and focus full time on raising a second fund while managing the first. That led to a successful second fund raise and then a third, the three totaling over $175 million. I became the managing director for the fund, which was known as Southeast Interactive. It was the first and became the largest information technologyfocused fund based in the Southeast at that time.

While I was in this role, and partly because I was new to venture capital and learning on the job, I approached the work with fresh perspectives that often differed from conventional industry practices. Rather than just investing, I found that I also needed to find ways to help build an ecosystem that provided my companies with more resources and a better chance of success. Since the Southeast was not a resource-rich environment for tech start-ups, I was always looking for ways to bring more resources to the region so our companies could compete globally while remaining based in the region.

One example was launching an annual technology conference hosted at Duke University that, at its peak, drew over a thousand attendees from around the country. Speakers included Marc Andreessen, founder of Netscape and Andreessen Horowitz (a16z); Ted Leonsis, former senior executive at AOL; and Tom Siebel, founder and CEO of Siebel Systems, who ended up buying one of our portfolio companies. By bringing potential investors, customers, and partners for our portfolio companies from around the country to our region, the conference catalyzed significant activity for both our portfolio companies and others in the region. Several senior executives from outside the region who met with our companies ended up joining them as CEOs or in other executive roles. The conference also generated many next rounds of investment. Rather than each of our companies having to travel around the country to set up these hundreds of meetings, this conference brought them to the Southeast, providing an efficient and less costly opportunity to network. This ultimately had a significant impact on the regional entrepreneurial ecosystem.

Another effort I led was recruiting sponsorship to start a direct flight to San Jose from the Research Triangle Park. I knew that to become a successful innovation hub, we had to be directly connected to the epicenter of innovation: Silicon Valley. Other innovation centers, such as Austin, Boston, and New York, all had direct flights to San Jose. Reducing the cost and simplifying access for customers and investors who want to do business in the Southeast could open up new opportunities for regional commerce. After negotiations with airline executives and business leaders in the region, this direct flight was successfully established, benefiting all parties involved.

Viewing my venture capital role beyond just investing and recognizing the need to enhance the ecosystem in which our companies would be trying to compete and grow is how I ultimately formed my insights into the three key ingredients that are needed for a successful company. I developed ways to bring these three ingredients together and provide the resources companies need to commercialize their products, even if they are located outside of a tech hub such as Silicon Valley. This book will reveal these ingredients and explain how to enhance their presence in any ecosystem.

After selling my interest in the Southeast Interactive Fund, I applied what I learned to another region of the US, starting in New Mexico, where my wife had family. I went on to found and manage Cottonwood Technology Fund, which has offices in the US and the Netherlands and actively invests in the Southwest region of the US and Northwest Europe. It focuses on hard sciencerelated companies that operate in areas such as materials, robotics, photonics, quantum, health sciences, and energy. In my role, Ive been directly involved in fundraising and exit transaction events that have totaled over $1 billion in enterprise value.

SHARING THE STRATEGIES

While working in venture capital in resource-limited regions over the years (first in the Southeast US, then in the Southwest US and Northwest Europe), Ive come to realize that it can be difficult for communities to know what companies needand to implement programs that can be effective in allowing them to stay and succeed in the region. Even when they focus on better enabling technology commercialization in their communities or region, they most often look to Silicon Valley as the gold standard to understand and emulate. This is almost always a mistake.

This book aims to serve as a guide for anyone involved in economic development who is interested in supporting and retaining tech start-ups. Even if youre not in economic development, the strategies discussed in this book can assist investors and start-ups in understanding winning strategies for successful technology commercialization outside the venture capital centers. It will help you see what works, what doesnt, and how to decide what to implement in your own region.

Throughout the chapters, well look at technology commercialization strategies that can be effective in locations outside of tech hubs such as Silicon Valley and Boston. Ill provide a blueprint, or recipe, for success, complete with foundational programs that can be used by any city or region to create resources that support idea creation and start-up success. Youll learn about the ingredients needed and how they can be brought together. Ill walk you through the steps to take to build an ecosystem, including ways to identify and grow a cluster and strategies that can help foster growth in new ideas, great people, and needed capital.

Ill explain that the key insight Ive stumbled upon is that if you have two out of three of these key ingredients, you can always find the third. But how do you apply this insight to create the repeatable technology commercialization success that you desire? Well also cover examples of companies and tech commercialization to see what can be learned from these experiences.

I invite you to read through the chapters and think about your own community. By the end of the book, you will have a better grasp of the struggles entrepreneurs and tech start-ups face if they are not in Silicon Valley or other resource-rich places. Youll also be aware of what you can do, starting now, to build ecosystems that support long-term success for companies in your community and help them grow, and, ultimately, have your community create an important economic impact that will benefit the future of your country, region, or city.
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CHAPTER 1

THREE KEY INGREDIENTS TO CROSSING THE CACTUS



What happens if you have a great idea and no local resources are available to develop it and take it to market?

This is the exact scenario that occurs in a majority of communities in the US and abroad. When we consider competitive technologies, we quickly find that research universities, centers of excellence, and entrepreneurs across the country (and throughout the world) readily produce them. Highly trained scientists might develop an incredible technology with great potential. But if there isnt a support system available to help the innovation grow and find a place in the market, the chance for success is greatly reduced.

Certainly, there are some places where an ecosystem already exists and the new technology has a greater survival rate. Head to a tech hub, and youll find capital just waiting to be invested in great ideas. In fact, over 90 percent of the big venture capital firms are clustered in Silicon Valley, New York, Boston, and Los Angeles. In these epicenters, youll also come across a large pool of experienced and talented senior managers who are looking for their next business to build. These cities have plenty of money and management to help a new idea get validated, developed, and commercialized.

In The Rainforest: The Secret to Building the Next Silicon Valley, authors Victor W. Hwang and Greg Horowitt suggest rules to follow to create a robust ecosystem where ideas can thrive. Their theories are based on pattern recognition between how a rainforest grows and how Silicon Valley grew. By applying their insights to your community, you can duplicate the success of Silicon Valleyin theory. Enticing, but theres just one problem: This theory is implicitly based on the assumption that you already have an abundance of resources to get started. In reality, the super-majority of communities typically dont have extensive networks of capital and management. The closer analogy for most cities is the exact opposite of a rainforest. Were usually dealing with a desert. Only 3 percent of the Earths surface is covered by rainforests, while almost a third is covered by deserts. Venture capital is likewise concentrated.

So what do we do when 90 percent of venture capital, along with top management, sits in tech hubs and yet 90 percent of ideas come from other parts of the world? A tech start-up in an area with hardly any resources to help it grow faces a steep challenge. Many wont be able to get through the desertand cross the cactusto get to the capital and management they need.
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This challengehelping innovation survive and thrive in resource-limited environmentsforms the core focus of this book. This desert analogy serves as a good starting point for our discussion on how to practically create an ecosystem where companies can access the resources they need and get their products to market. When we consider the importance of fostering technology commercialization as a sustainable job creator and economic engine, there are three ingredients that are essential for success in any company: ideas, people, and capital. These ingredients form the basis for the models that can be used to gather the right strategies and give companies (and the cities and states where they are located) a chance to succeed. This challenge becomes even more significant when we examine how economic development strategies have shifted over time.

THE EVOLVING ECONOMIC DEVELOPMENT LANDSCAPE

Historically, a common approach to economic development consisted of recruiting new manufacturing facilities or inviting corporate headquarters to relocate. Authorities in a region worked with a company to help it get established. The local news station in a town might feature a ribbon-cutting event, during which local leaders visibly showed their support for the company (and took credit for its recruitment to the community). The new manufacturing plant or corporate headquarters provided jobs for the residents and was a catalyst for increased economic impact.

In recent decades, most companies have shifted away from relocating their corporate headquarters, and most new manufacturing facilities have been built overseas. The jobs they created were not close to homerather, they were often generated in a different country. Corporations also started opting to stay in one place rather than relocate. They might cite reasons such as cost savings to remain where they are and avoid the risk of losing personnel by asking them to move. COVID-19 has further eroded the idea that all employees must be physically located together in large offices.

Fast-forward to today, and we see a different scene unfolding. Some companies have determined that having manufacturing facilities abroad is not ideal for their objectives. It can be challenging to communicate with team members who live in different time zones. There can be a lag while waiting for products to be manufactured and shipped across the world. Language barriers and rising costs in countries where facilities are located are also undermining the original premise of lower-cost production overseas.

In the hard tech space in particular, companies need a manufacturing facility to build their products. This is different from software, which can often be created in a virtual manner. For hard tech, early-stage companies ideally can stay and grow in the place where the innovation was conceived. As they hire workers and build facilities, there are job opportunities for residents in the area. The local economy benefits. Understanding how these economic shifts affect local development brings us to examine the fundamental models that have traditionally supported the growth of technology companies.

THE TWO TRADITIONAL VENTURE MODELS

There are three key ingredients needed to support a company, especially an innovative one that has the potential for high growth, and these are ideas, people, and capital. This is the proverbial three-legged stool of technology commercialization. And the key insight that I discovered over time is that if you have any two of the three, you can usually find the third. This is the foundational insight that underpins a majority of the strategies recommended in this book.

For instance, say you have a compelling idea and the experienced management needed to develop it. You can typically find money to fund the company and support
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