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1960

• 1.7 million people

• World’s largest center 

of manufacturing

• Highest per-capita 

income in USAincome in USA

• 200,000 people

• Fruit growing & packing

• “Valley of Heart’s 

Delight”

http://freakonomics.com/2011/03/23/detroit-is-dying-quickly/



Today

• 700,000 people

• Poorest city in USA

• 1,000,000 people

• USA’s highest median 

household income

• “Capital of Silicon Valley”

http://finance.yahoo.com/news/america-richest-cities-152241126.html



“The Detroit Moment”

So somewhere in the past 45-50 years, Detroit 

went – imperceptibly – from an upward 

trajectory to a downward trajectory

Economic 

Vitality

1960 2010

The Detroit Moment

The bad news: 

somewhere 

around here 

you figure out 

that you’re 

going 

downwards



Remember 1990?



Avoiding the Detroit Moment

• Jobs are lost due to:

– Globalization

– Technology

• So job creation needs to 

leverage:

– Globalization

– Technology



Some Data from Silicon Valley

http://www.best-cities.org/2015/best-performing-cities-report-2015.pdf

US job 

creation: 

Silicon Valley 

tops the 

charts



Silicon Valley Job Creation: Average Wages

US County Average Weekly Wage

Santa Clara, CA $2,109

San Mateo, CA $1,863

New York, NY $1,842

Jan 5, 2016 download: http://www.bls.gov/news.release/pdf/cewqtr.pdf

San Francisco, CA $1,730

Of the 4 richest large counties in America, 3 

comprise Silicon Valley

(Nationwide average is $968/week)



Impact of Start-ups on US Economy

The Economic Impact of Venture Capital: Evidence from Public Companies, Nov 2015, Gornall & Strebulaev



Impact of Start-ups on US Economy

The Economic Impact of Venture Capital: Evidence from Public Companies, Nov 2015, Gornall & Strebulaev



Impact of Start-ups on US Economy

Since 1979…

As a percentage 

of all US public of all US public 

companies…



And Young Companies Drive Job 

Growth

http://www.kauffman.org/~/media/kauffman_org/resources/2014/entrepreneurship%20policy%20digest/september%202014/entrepreneur

ship_policy_digest_september2014.pdf



Job Creation: Venture-Backed 

Company Examples

Company Employees at IPO Employees Now # Change

Microsoft 1,153 128,000 126,847

Intel 460 106,700 106,240

eBay 138 31,500 31,362eBay 138 31,500 31,362

Google 3,021 53,600 50,579

Apple 1,015 92,600 91,585

NVCA Yearbook 2015, 2014



Insights Given Today

• Four (unappreciated) people factors behind 

Silicon Valley’s success

• Four key technology factors that will drive the 

futurefuture



Four (Unappreciated) People Factors 

Behind Silicon Valley’s Success

1. Educated
- Innovation-driven economy that constantly draws 

more innovators

- Also known as: “The World is Not Flat”

2. Diverse2. Diverse
- Steady stream of entrepreneurial, technically 

educated immigrants to help drive innovation

3. Networked
- Lateral professional networks

4. Experienced
- Entrepreneurially experienced investors



Globalization: “The World is Flat”

• The world is flat???

• No!

– Innovation-based economies like 
Silicon Valley keep the world from 
being flatbeing flat

Denmark: definitely 

not flat



Innovation Economies: Not Flat!
• The reason 

why there are 

so many 

educated 

people in 

Silicon Valley 

is…

• … that there 

Data from: The New Geography of Jobs, Enrico Moretti, 2012

• If the world were truly flat, these two lines would be getting closer together 

as cities from the lower graph retain their home-grown talent

• Instead, highly educated cities are getting ever more educated

• … that there 

are so many 

educated 

people in 

Silicon Valley!



Innovation Economies: Not Flat!
• The reason 

why there are 

so many 

highly paid 

people in 

Silicon Valley 

is…

• … that there 

Data from: The New Geography of Jobs, Enrico Moretti, 2012

• If the world were truly flat, these two lines would be getting closer together 

as low cost cities pull jobs from high cost cities

• Instead, highly educated, high income cities are getting ever richer

• … that there 

are so many 

highly paid 

people in 

Silicon Valley!



Why Drive Innovation Jobs?

Data from: The New Geography of Jobs, Enrico Moretti, 2012

• The more college educated people you have, the more money 

people without college educations make



San Jose, CA (Silicon Valley) Merced, CA (2 hour drive 

from Silicon Valley)
• College graduate salary: 

$87,033

• High school graduate 

salary: $68,009

• Percentage of adults 

with college degree: 

47%

Data from: The New Geography of Jobs, Enrico Moretti, 2012

from Silicon Valley)

• College graduate salary: 

$62,411

• Percentage of adults 

with college degree: 

11%
Is a high school graduate in 

San Jose smarter than a 

university graduate in 

Merced?



Why Innovation Jobs?

• For each new high-tech job in a city, 5 

additional non-high-tech jobs are created 

within the next 10 years

• The reason why creating innovation jobs is so • The reason why creating innovation jobs is so 

crucial to a region

– The reason why Silicon Valley leads the US in job 

creation

Data from: The New Geography of Jobs, Enrico Moretti, 2012



Innovation-Driven Jobs Increasing 

Steadily

Data from: The New Geography of Jobs, Enrico Moretti, 2012



The Immigrant Impact

• “American Made 2.0: How Immigrant Entrepreneurs 

Continue to Contribute to the U.S. Economy”

• Between 2006-2012, immigrants started 1/3 of US 

venture-backed companies that went IPOventure-backed companies that went IPO

• Today, the average immigrant-founded VC-backed 

public company employs 2,579 people

http://nvca.org/research/stats-studies/



The Immigrant Impact
• Technology world 

moves fast

• Fastest way to keep 

technology growing is 

to import technical 

talent from countries 

http://www.technologyreview.com/news/516546/silicon-valley-fights-for-immigrant-talent/

talent from countries 

with good universities

• Immigration to Silicon 

Valley: further 

evidence that the 

world isn’t flat



The Immigrant Impact

• Nations of origin – immigrant start-up founders in 

the U.S.:
• Public companies:

• #1: India (21%)

• #2: Taiwan (10%)

#3: Israel (10%)

• Private companies:

• #1: India (20%)

• #2: UK (15%)

#3: Canada (11%)

http://nvca.org/research/stats-studies/

• #3: Israel (10%)

• #4: UK (8%)

• #5: Germany (7%)

• #3: Canada (11%)

• #4: France, Israel, 

Germany

• 57% of companies located in California, 16% 

Massachusetts, 4% New Jersey

• 40% entered on employer-sponsored visas, 38% 

entered on educational visas



Lateral Networks: Silicon Valley vs. 

Massachusetts

• Silicon Valley:

– Educated population

– Great universities: 

Stanford, UC Berkeley

• Massachusetts:

– Educated population

– Great universities: 

MIT, HarvardStanford, UC Berkeley

– $24.2 Billion in VC 

investments in 2014

MIT, Harvard

– $4.9 Billion in VC 

investments in 2014

• But in the 1970s, there were more 

technology jobs in Boston than Silicon Valley

• Why did Silicon Valley win the start-up race?



Silicon Valley vs. Massachusetts

• Population with lateral networks (Silicon Valley)  
vs. population with vertical networks (Boston)
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Inside-Out: Regional Networks and Industrial Adaptation in Silicon Valley and Route 128, AnnaLee Saxenian, UC Berkeley

Boston: vertical networks 

within self-contained 

organizations

Silicon Valley: open, 

lateral networks across

organizations
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Some Data on Venture Capitalists

• High-performing VC funds:
– 60% of partners are former – 60% of partners are former 

entrepreneurs

• “Average” VC funds:
– 27% of partners are former 

entrepreneurs

– Rest were primarily bankers

• About half of US venture 
dollars invested in Silicon 
Valley



Four Key Technology Factors for the 

Future of Business

1. It’s all about the data

2. It’s all about the data

3. It’s all about the data

4. It’s all about the data4. It’s all about the data



Data: the “Third Platform”

30

40

50

4.4  zettabytes 44  zettabytes

Useful

Total

0

10

20

30

2013

2020

Useful

Total

< 1 zettabyte

> 16 zettabytes



What One Thing Do the Following 

Have in Common?

Sharing economy

Wearables
Video / audio / 

print content

Sharing economy

3-D printing

Cyber-security
Internet of Things

Healthcare



Everything is Data-Driven
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Supervised & 

unsupervised 

Unstructured 

data 

management, 

User interface for 

all of that data
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The Banking Industry: Disruption 

Through Data

Then:

Big, multi-

national bank

Small, regional 

banks

Now:

Student 

loansPersonal 

loans Small business loans

Investments

Auto insurance

Payroll

Remittances

Invoice factoring

Discovery

Home lending



Real-life Example: ZestCash

• “All data is credit data”

Online Loan Application

Name:  JOE SMITH

Online Loan Application

Name:  Joe Smith

The data says: greater credit risk! The data says: lesser credit risk!



Another Example, Square: Mobile 

Point-of-Sale Transactions

• Is Square in the 

transaction enablement 

business or the data 

business?

• Data!• Data!

– E.g., Square offers loans to 

merchants even though the 

merchant doesn’t know 

they need a loan!

– Loan based on transaction 

volumes

– Repayment taken directly 

out of transaction streamIPO Nov 2015

~$4 billion market cap today



The Biggest, Most Expensive Computer 

You’ll Ever…

…Own … Or loan
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Fleet management

Real-time insurance

Auto service provider 

connectivity

Control via mobile

Driver safety

Driver assist

Driver tracking / 

performance

Connected car 

management
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Who Will Control the Automobile?
Does car need to buy gas?  Gas 

stations will want to know.

You can sell a new 

car once, but you 

can sell the data 

every minute of 

the day

The world’s two largest 

sources of data

• Google?  or Ford?
– Whoever has the better software and data science 

team

– Winner will get the vast (and incredibly valuable) 
streams of auto data

Who caused the accident?  

Insurance companies will 

want to know.



The Tricorder as a Data Mash-up

11010010100100011

01001010101010

DX & RX at population scale!!!

Non-intrusive & remote

Microbiome data?

See: http://venturebeat.com/2015/06/21/continuous-healthcare-big-data-and-the-future-of-medicine/



Where Will Europe’s Silicon Valley Be?

• Job creation

• Income creation

• Tax revenues

• Quality of life• Quality of life



Denmark Not Mentioned Anywhere in 

this Article!





Avoiding Denmark’s “Detroit Moment”



Summarizing: A Few Thoughts on 

Avoiding a “Detroit Moment”

1. Innovation clusters � enabling lateral 

networks

2. Providing entrepreneurial guidance

• “It’s not about the money”• “It’s not about the money”

3. The future of start-ups: an intense focus on 

data-driven business models



Avoiding the Detroit Moment: Enabling 

Lateral Networks

• Silicon Valley is geographically contiguous, but Denmark is geographically 

separated

• So clusters of innovation in Denmark that are specialized and localized to 

support lateral networks

– Large companies + start-ups + universities + local governments

• E.g.:• E.g.:

Fintech, 

pharmaceuticals?

Healthtech?

Software, 

cleantech?



THOUSANDS of Incubators Worldwide
Discounted 

legal/accounting 

from local 

providers

Maybe a little 

angel financing

Free office space

INCUBATOR

Free WiFi

and coffee

Guy with 

ponytail to 

run it all

Inexperienced & 

confused 

entrepreneurs

Inexperienced & 

confused 

entrepreneurs

Is this model 

working?



Alternative: A People-Driven Approach 

to Incubation

Whose sole goal is to 

“Incubator”

Inexperienced & 

confused 

entrepreneurs

Network of experienced 

entrepreneurs

Whose sole goal is to 

advise and guide the 

entrepreneurs to find 3 

paying, repeatable 

customers

• With 3 paying, repeatable 

customers you have a 

foundation for:

– A real business

– Venture investment



Future Business Models

Everything is data-driven

Precision agriculture
3-D manufacturing

Content

Everything is data-driven

Precision pharma

dosing

Next-generation 

financial services

“Internet of Things” 

(including large 

things like cars)

Real-time insurance 

or credit rating

Retail (real-

time) pricing



Some Other Considerations

• Smooth US corporate bankruptcy policy: Chapter 
7, Chapter 11

• IP rights: subtle!

• Non-competes (remember those lateral 
networks)networks)

• Immigration policy / visa regimes

• Regulations for new landscape of eHealth & 
fintech

• Entrepreneur-friendly VC practices & financing 
terms



There’s a Race Underway

But you have to race to 

win



Avoiding the “Detroit Moment”



Kan lille Danmark

vinde i start-up 

konkurrencen?

Danmark 2 – 0 Tyskland



It’s About the People!

Your Picture Here

Your Picture Here



Go Global (Again)

CEO

Company 

Danish Start-up, Year 816

Company 

on its 

way to 

get some 

revenue 

from 

England


