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Ann Arbor SPARK

By Laura Berarducci

DEVELOPING AN ENTREPRENEURIAL TECH HUB IN THE MIDWEST

Since its inception in 2006, Ann Arbor SPARK has supported the growth of a vibrant
entrepreneurial ecosystem through the creation and management of services, tools, and
resources. With funds earmarked by the Michigan Economic Development Corporation

and budget oversight provided by the Ann Arbor/Ypsilanti SmartZone Local Development
Finance Authority (LDFA), Ann Arbor SPARK'’s entrepreneurial programs are available to
bootstrapped entrepreneurs. Reporting a measurable impact on the region, Ann Arbor
SPARK's entrepreneurial services program received IEDC's 2019 Gold Award for
Entrepreneurship.
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ann arbor SPARK

By Laura Berarducci

Ann Arbor SPARK’s entrepreneurial services
provide resources for startup companies, spur-
ring jobs and business growth in southeast
Michigan.

nn Arbor, home to the University

of Michigan, is earning its repu-

tation as a thriving hub of en-
trepreneurial innovation. In the past five
years, startup successes based in the area have
garnered national headlines — most notably the
acquisition of Ann Arbor-based startup Duo Se-
curity by Cisco for $2.35 billion in 2018.

While the Ann Arbor region is currently a thriv-
ing destination for entrepreneurship, this was not
always the case. In the early 2000s, leaders at the
University of Michigan were concerned that Ann
Arbor was not fostering the caliber of entrepreneur-
ial community expected around a major research
university. When the Michigan Economic Devel-
opment Corporation (MEDC) earmarked funding
through the statewide SmartZone program to help
drive regional economic development, Ann Arbor’s
community, business, and university leaders saw
an opportunity to unify and strengthen economic
development efforts, resulting in a new regional
economic development organization — Ann Arbor
SPARK.

Ann Arbor SPARK has a dedicated 12-person
team implementing the various entrepreneurial-
focused programs at two locations — one in
downtown Ann Arbor and the other in the
neighboring city of Ypsilanti. Referred to as the
Ann Arbor SPARK Regional Incubator Network,
the two locations serve as startup incubators,
business accelerators, co-working spaces, and
event venues.

ABOUT ANN ARBOR SPARK

Ann Arbor SPARK, a ANN ARBUH

non-profit organiza-

tion, is advancing the 2,

Ann Arbor region Q

by encouragingand S EEEE——
supporting business

acceleration, attraction, and retention. The organization identifies and
meets the needs of business at every stage, from startups to large organi-
zations. Ann Arbor SPARK collaborates with business, academic, govern-
ment, and community investor partners to achieve its mission. SPARK
Entrepreneurial Services are financially supported by the Ann Arbor/
Ypsilanti SmartZone Local Development Finance Authority (LDFA) which
receives funds from the state of Michigan designated for local company
and product development.

Since its inception in 2006, Ann Arbor SPARK  Laura Berarducci is
has fulfilled the founders” vision to support the Director of Marketing
growth of a vibrant entrepreneurial ecosystem for Ann Arbor SPARK.
neighboring the University of Michigan, which in (aura@annarborusa.org)
2018 was the top public research university in the
country with a $1.55 billion fiscal year research
budget. Ann Arbor SPARK’ entrepreneurial servic-
es program received IEDCs 2019 Gold Award for
Entrepreneurship.

Ann Arbor SPARK focuses its efforts on the four
innovation-driving industries identified by the
state’s SmartZone program: automotive and mobil-
ity; life sciences and healthcare; data and informa-
tion; and technology.

CENTERS OF INNOVATION

Ann Arbor SPARK has a dedicated 12-person
team implementing the various entrepreneurial-
focused programs at two locations — one in down-
town Ann Arbor and the other in the neighbor-
ing city of Ypsilanti. Referred to as the Ann Arbor
SPARK Regional Incubator Network, the two loca-

DEVELOPING AN ENTREPRENEURIAL TECH HUB IN THE MIDWEST

Since its inception in 2006, Ann Arbor SPARK has supported the growth of a vibrant entrepreneurial ecosys-
tem through the creation and management of services, tools, and resources. With funds earmarked by the Michi-
gan Economic Development Corporation and budget oversight provided by the Ann Arbor/Ypsilanti SmartZone
Local Development Finance Authority (LDFA), Ann Arbor SPARK’ entrepreneurial programs are available to
bootstrapped entrepreneurs. Reporting a measurable impact on the region, Ann Arbor SPARKS entrepreneurial
services program received IEDC’s 2019 Gold Award for Entrepreneurship.
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In addition to hosting events, Ann Arbor SPARK lis-
tened to the entrepreneurial community and identified
a need to provide for more in-depth training opportuni-
ties. Designed to both inspire and inform, SPARK entre-
preneurial educational programs present best practices,
targeted skills training, and opportunities to check-in
with knowledgeable business leaders.

ENTREPRENEUR {}{}

BOOT CAMP

One of the benefits of engaging with Ann Arbor
SPARK is access to the numerous public and invite-
only events designed to inform and encourage
entrepreneurship. From casual networking events
to strategic workshops, these events help entre-
preneurs engage with like-minded individuals and
develop everything from their soft skills to their
business acumen while cultivating camaraderie
and collaboration across the ecosystem.

Entrepreneur Boot
Camp

Twice a year, Ann Arbor
SPARK invites a dozen de-
velopment stage, pre-reve-

tions serve as startup incubators, business accelerators,
co-working spaces, and event venues.

The SPARK Central Innovation Center is based in Ann
Arbor and is the heart of the entrepreneurial ecosystem
for the region, occupying three floors of a building on a
major downtown corridor. The SPARK East Central In-
novation Center is located in downtown Ypsilanti and
recently underwent a major renovation, updating many
of the amenities and modernizing the space.

Throughout both centers, there are open desks for vir-
tual tenants to use when they drop in, seated tenants at
dedicated desks, larger startups working in clusters and
suites, and spacious event spaces where SPARK and com-
munity partners host curated workshops and network-
ing events. There is a number of amenities as well, from
access to Wi-Fi to all the freshly brewed, locally roasted
coffee an enterprising founder may need to fuel his or her
work throughout the day. In 2018, 68 startups identified
the SPARK Innovation Centers as their headquarters.

WHAT'S IN THE ANN ARBOR SPARK
ENTREPRENEURIAL TOOLBOX

While providing a physical space for early stage start-
ups to establish themselves, the real advantage to par-
ticipating in the Regional Incubator Network is access to
the services, tools, and resources curated by Ann Arbor
SPARK. Investors considering potential companies for
investment have greater confidence financially backing
startups being supported by a world-class startup incu-
bator and business accelerator.

Events Designed to Inform and Grow Networks

One of the benefits of engaging with Ann Arbor SPARK
is access to the numerous public and invite-only events
designed to inform and encourage entrepreneurship.
From casual networking events to strategic workshops,
these events help entrepreneurs engage with like-minded
individuals and develop everything from their soft skills
to their business acumen while cultivating camaraderie
and collaboration across the ecosystem.

On average, SPARK hosts 70 events per year including
Meetups that fulfill a very specific need for networking.
By sponsoring partner and club events in its spaces, com-
munity stakeholders and potential clients gain valuable
exposure to SPARK available resources.

nue startups to participate

in Entrepreneur Boot Camp. This eight-week program
based on The Lean Startup methodology is designed
to guide entrepreneurs through market evaluation and
validation. Seasoned entrepreneurs, angel investors, and
business executives are paired with each startup, provid-
ing guidance and support while asking the tough ques-
tions and pushing the entrepreneurs out of their comfort
zones. Over the eight weeks, participants will either con-
firm their ideas or pivot to viable paths.

While it is not uncommon for businesses to “fail” dur-
ing Boot Camp, it is more common for those entrepre-
neurs to reformulate their ideas and try again. Ultimately,
Boot Camp participants experience a shortened time to
attract capital, customers, and are more assured of their
path to commercialization and confident in the ability to
scale in the future.

SPARK Entrepreneur Bootcamp participants and mentors participate in Mentoring
Days, two intensive days of Lean Startup methodology presentations and one-on-

one feedback sessions.

SPARK.ed

After Boot Camp, entrepreneurs can look to Ann Ar-
bor SPARK to fill the gap for continuing education and
guidance by attending SPARK .ed. Twice a month, SPARK
invites business experts to present specific, actionable
strategies to a small group of attendees. Topics such as
hiring best practices, auditing sales functions, and series
fund raising are specifically tailored for a growing start-
up. The goal of these workshops is to provide focused
attention on answering questions in a small, safe group
environment. For anything that needs a deeper dive or a
more private discussion, attendees can schedule one-on-
one sessions with the expert during office hours.
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SUCCESS VIGNETTES
SkySpecs

In the fall of 2012, SkySpecs joined
the SPARK client roster as a Boot
Camp participant. Since then, it
was a tenant at the SPARK Central
Innovation Center, received funding
from the Michigan Angel Fund,
and was awarded grants for legal,
business development, and marketing services that were
critical to the company’s growth. In 2018, SkySpecs raised
an impressive $8 million Series B and moved into new,
expanded office space in downtown Ann Arbor to accom-
modate its growing team. The company also expanded
internationally, opening an office in Amsterdam.

Groundspeed

s

SKYSPECS

Groundspeed

From its start as a Boot
Camp participant in
2015 to its $2 million
Series Ain 2017 and its
$30 million Series B in 2018, insurance data automation
and analytics firm Groundspeed Analytics’ growth has
been meteoric. Prior to expanding from the SPARK Central
Innovation Center to its current office, Groundspeed
tapped into a range of SPARK services. From grants to
produce its brand identity to funding for intern support,
Groundspeed Analytics benefited from SPARK's programs
designed to help startups grow at an accelerated speed.
Groundspeed also received support from the Michigan
Angel Fund. In 2019, Groundspeed continues to grow its
team of 90 employees (and counting).

Spellbound

Spellbound is a %\ -
startup that uses SPELLBOUND
patented aug-

mented reality technology to reimagine patient experience
through pain management, patient education, and help-
ing patients engage with treatment. It graduated from
the SPARK Central Innovation Center in 2018, to an office
in downtown Ann Arbor that affords the opportunity to
grow. Prior to the move, Spellbound had been incubated
by SPARK since 2015. Spellbound has benefited from
numerous SPARK services, including grants to support
marketing, legal, and internship needs, and Entrepreneur-
in-Residence mentoring. Supporting the move was its
recently closed seed round, which was oversubscribed by
investors from the Midwest and Washington, DC.

While both Boot Camp and SPARK.ed provide valu-
able connections between entrepreneurs and the broader
business community, they also help showcase the tools,
services, and resources available at Ann Arbor SPARK
to influential business leaders. Many referrals to SPARK
come through these connections.

Business Accelerator Grants

For bootstrapped startups, founders often have to
make decisions based on limited financial resources ver-
sus what may be best to grow the business. Fortunately,
Ann Arbor SPARK can award business accelerator grants
to eligible companies to help pay for consultants, ven-
dors, and talent on a project- or time-based engagement
to overcome hurdles and achieve growth. The worth of
these grants often extends beyond the actual monetary
value. Between 2013-2018, SPARK awarded $4.62 mil-
lion in business accelerator grants as part of our contract
with the MEDC and the Ann Arbor/Ypsilanti SmartZone
Local Development Finance Authority (LDFA).

Professional Business Services

Some of the most frequent grant requests are to help
cover business services such as legal, accounting, and
marketing. For example, a SPARK client might apply for
a grant to help with the legal costs that come with pat-
ent applications or developing user agreements. Eligible
startups must apply for the grant specifying a specific
business need, work with a SPARK approved consultant,
and agree to the contractual obligations detailed in the
agreement.

Internships

Business accelerator grants also help fund the Ann Ar-
bor SPARK internship program which contributes to tal-
ent development and retention within the region. Com-
panies can apply for one-off grants and recruit their own
interns or participate in the Summer Digital Engagement
Clinic internship program, a partnership between SPARK
and the Eastern Michigan University’s Center for Digital
Engagement.

“The internship program is win-win,” said Bill May-
er, Ann Arbor SPARK vice president of entrepreneurial
services. “Cash-strapped startups are pulled in a lot of
different directions financially and often cant afford
to bring interns — who provide valuable support — on
board. Interns who want to work in a dynamic startup
environment are left without options as a result. Ann Ar-
bor SPARK is bridging that gap while showing soon-to-be
graduates there are dynamic and exciting career opportu-
nities available in our region.”

Students from the University of Michigan, Eastern Michigan University, and
Washtenaw Community College join local tech startups in a speed networking
event hosted at the SPARK Central Innovation Center.
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The Summer Digital Engagement Clinic Interns work
in teams of two for companies housed in Ann Arbor
SPARKS’ centers of innovation. Example projects include
digital advertising, social media, content creation, analyt-
ics, web design and development, SEO, video production
and graphic design, mobile app development, and proj-
ect management. The internships are for 10 hours per
week over a nine-week period, culminating in a gradua-
tion ceremony where students are awarded a Digital Me-
dia Certificate. For the students to earn their CDE/SPARK
Digital Media Certificate, they must complete the 90-
hour internship with their assigned local startup, attend
weekly panel discussions, and get certified in Google
Analytics or AdWords. In the past five years, more than
120 students have participated, many of whom remain
in the region post-graduation working within the tech
ecosystem.

Entrepreneur-in-Residence

Business accelerator grants are also available to con-
nect executive leaders who have a proven record of suc-
cess in early-stage companies with up-and-coming start-
ups. The Entrepreneur-in-Residence (EIR) program can
help first-time founders overcome specific challenges
or develop meaningful deliverables. The program also
helps retain experienced leaders in the region who may

ANNUAL EVENT: a2Tech360

An Ann Arbor TECH

SPARK initiative,

a2Tech360 dedicates

itself to promoting the Ann Arbor region as an area of in-
novation during a week of tech-related events. Each event
is designed to connect key stakeholders — innovators,
researchers, investors, businesses, educational institutions,
non-profits, job seekers and the general public — to gener-
ate discussion, ideas, and new opportunities.

The series of events launched in
2014 with the premier of A2 Tech
Trek. A self-guided open house tour
of leading technology companies,
businesses open their doors to the
public and showcase their latest in-
novations. Over the years, more events were added to the
program including Tech Talk, Ann Arbor Mobility Summit,
and the Women in IT Leadership Conference, presented
by DaySmart Software.

"a2Tech360’s growth demonstrates that there is a
strong desire for collaboration and cohesion between the
organizations and businesses looking to promote the re-
gion as a desirable place to grow a business and a career,”
said Paul Krutko, Ann Arbor SPARK president and CEO.
“It's a labor of love for these organizations, including Ann
Arbor SPARK, to put our collective best foot forward in an
impactful way that leaves no doubt that the tech-related
activity taking place here year-round is worthy of attention
and excitement.”

Local startup Backyard Brains shows 2019 A2 Tech Trek attendees
some of its cutting-edge tech being built in Ann Arbor.

be transitioning from other positions, or it provides a soft
landing for C-level talent interested in relocating to Ann
Arbor.

In 2018, Kinetica Labs — a University of Michigan
spin out that develops technology for occupational safety
and health — applied for and received an EIR business
accelerator grant. As Kinetica’s EIR, Brenda Jones helped
the company’s founder, Professor SangHyun Lee, create a
business plan, finalize a license agreement with the Uni-
versity of Michigan, and negotiate the company’s first dis-
tribution agreement. “While working together during the
EIR program, Dr. Lee and I found that we had comple-
mentary skills and a great working chemistry. T was able
to assess the market potential of the technology, and Dr.
Lee was able to assess my abilities to launch a successful
company. This led to Dr. Lee asking me to become the
CEO of the company.”

Marketing and Communications Strategist

Marketing support is one of the most requested ser-
vices from our entrepreneurial services clients. One of
the newest resources — two dedicated marketing and
communications professionals, a strategist and an associ-
ate — addresses this need. Working in tandem, these two
can help early stage startups with one-off requests, like a
press release announcing a product release or a success-
ful funding round, or be available to advise on higher
level strategy development, like ramping up a social me-
dia presence. This differs from the SPARK business accel-
erator grants that are ideal to hire an outside vendor for
more robust projects, especially those involving graphic
design. Now, startups that need a marketing advocate to
help guide strategy have access to one.
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Attendees of A2 Tech Trek get first-hand experience with the technology
being developed in the region.

Capital Programs

Ann Arbor SPARK also administers capital programs
with support from state and local stakeholders. These
programs fill an important funding gap by investing in
very early stage companies across the state that are not
yet primed for venture and other sources of capital. The
Pre-Seed Capital Fund made investments between 2007
and 2014 and continues to reinvest returns. The Michi-
gan Angel Fund (MAF) is a for-profit, pooled, and pro-
fessionally managed equity fund which focuses on near-
or at-revenue, Michigan-based tech companies with the
ability to acquire customers, expand markets, and grow
the company. MAF is the largest angel organization in
Michigan with 120 members and 16 companies in its
portfolio.

MAF added only four early stage companies to its port-
folio in 2018 — all of them with women at the helm. “We
didn't intentionally seek out only women entrepreneurs
in 2018,” acknowledged Skip Simms, managing partner
of the Michigan Angel Fund and senior vice president of
Ann Arbor SPARK. “However, I do believe it’s indicative
of a larger trend that we've seen over the past few years
throughout the state. Its noteworthy — and perhaps a tip-
ping point — for one fund to have 100 percent of new
investments go to women-led organizations in a single
year.”

In 2018, MAF invested $13.8 million into 24 Michi-
gan-based companies with 259 employees. These com-
panies attracted $156 million in funding to the state.

THE SUM OF SUCCESS

Ann Arbor SPARK tracks multiple parameters to mea-
sure the effectiveness of its entrepreneurial services pro-
gram, including the total number of companies served,
full-time equivalent employees (FTEs), FTE jobs created,
and companies graduating from the incubator to estab-
lish their own office. SPARK staff reports these metrics
on a one-year and a five-year basis, with the fiscal year
running from July — June. (See chart.)

One of the most telling metrics is the survival rate for
companies that receive SPARK entrepreneurial services:
97 percent have a one-year survival rate and 82 percent
have a five-year survival rate. Comparatively, according
to the Small Business Administration (SBA) Office of
Advocacy, roughly 80 percent of U.S. small businesses
survive the first year and only half of all establishments
survive five years or longer (https://www.sba.gov/sites/
default/files/advocacy/Frequently-Asked-Questions-
Small-Business-2018.pdf).

Supporting the survival of early-stage companies is
the ultimate goal. By joining the Ann Arbor SPARK Re-
gional Incubator Network, startups have access to more
resources to grow and eventually transition from a sus-
tainable company to a profitable one. It is when compa-
nies benefiting from SPARK3 entrepreneurial programs
reach this milestone that they graduate to their own of-
fices. From 2013-2018, 135 startups graduated from the
Regional Incubator Network.

INSIGHTS AND LESSONS

Ann Arbor SPARKS success is anchored by three key
principles which other communities can apply when
building their own entrepreneurship services programs:
industry specificity, private-public partnerships, and tar-
geted service-based solutions.

Industry Specificity

Critical to creating a program that is meaningful for
entrepreneurship and growth is first identifying the in-
dustries that will have the most impact within a commu-
nity. Look to amplify what is already present versus cre-

Ann Arbor SPARK EntrepreneurialServices Results

1-Year Results 5-Year Results
Unique Companies Served 175 419
Companies Served FTEs 695 2,954
Incubator Tenants Nurtured 68 186
Incubator Graduates 4 135
Job Creation 152 913

Data for 2017/18 FY. Cumulative data 2013 - 2018 FY

One of the most telling metrics is the survival rate for
companies that receive SPARK entrepreneurial services:
97 percent have a one-year survival rate and 82 percent
have a five-year survival rate. Comparatively, according

to the Small Business Administration (SBA) Office of

Advocacy, roughly 80 percent of U.S. small businesses
survive the first year and only half of all establishments

survive five years or longer.
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ating from scrap. This will also focus the program goals
that produce measurable results. Casting a net too wide
will dilute results. There will always be an opportunity to
grow and expand once the program is established.

Private-Public Partnerships

Michigan’s SmartZone program, which financially
supports SPARK3S entrepreneurial services, specifically
sought to promote resource collaborations between uni-
versities, industry, research organizations, government
and other community institutions. With all of these enti-
ties working toward a common goal — to grow technolo-
gy-based businesses and jobs — there’s a sense of owner-
ship across all stakeholders.

Targeted Service-Based Solutions

Small efforts add up and help businesses take off in a
number of significant ways. Business accelerator grants
are awarded to help achieve specific milestones that will
help further advance a company’s path to commercializa-
tion and profitability. Keep a well-vetted list of mentors
and seasoned entrepreneurs who can help founders de-
velop their own leadership skills. Cultivate a community
of business professionals who have a shared appreciation
of entrepreneurship.

CONCLUSION

For more than a decade, the Ann Arbor area has flour-
ished as an entrepreneurial tech hub with guidance from
Ann Arbor SPARK, the region’s economic development
organization. The organization’s entrepreneurial services
program fosters startup incubation and business accelera-
tion through its tools and resources while working close-
ly with the University of Michigan. Ann Arbor SPARK
also manages capital programs such as the Michigan An-
gel Fund which provides an important funding gap by
investing in very early stage companies across the state
that are not yet primed for venture and other sources of
capital. ©
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