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Becoming a top entrepreneurial
metro area is no longer a goal; it is
now an achievement that needs to
be nourished and built upon.

Summary of
Key Findings

• Louisville achieved Top 10 status
in the final Cognetics Hot Spots
ranking, taking the #9 overall ranking.
Louisville has improved its ranking
more than any U.S. city since 1994.
• Entrepreneur Magazine’s latest
Hot Cities ranking places Louisville
#15 overall—highest among all
competitor cities, and second-highest
among all mid-U.S. cities.
Local venture capital pools are
increasing, but sources of prerevenue funding are decreasing.
Venture capital funds under
management in Louisville are up from
$9 million in 1996 to $368 million in
2004. However, funding sources for
pre-revenue companies are drying up
fast. Of the twelve sources listed in the
2000 Report, only one Louisville-based
entity—the Vogt Awards—actively
invests in pre-revenue companies today.
Kentucky’s commitment to
University of Louisville as a
research institution has made
it #1 in R&D growth among
competitors. While Louisville lacks
the overall R&D vitality of competitor
cities like Nashville and Raleigh,
U of L’s growth rate has exceeded all
competitor cities, growing from $19.7
million in 1996 to $58 million in 2002—
a 194 percent increase.
Talent attraction and retention
remains a critical challenge.
Louisville lags nearly all competitor
cities in net population growth (13th
out of 16th), and trails all but one city
(Dayton) in attracting and retaining
25- to 39-year-olds. However, negative
trends explained in previous reports
have been reversed.

Louisville has made
steady improvement in its
entrepreneurial culture.
The commitments made to
commercialization by public and private
sector leaders are at all-time highs.
Media coverage of entrepreneurship is
stellar. And educational institutions at
all levels are validating entrepreneurship
as a mainstream career opportunity.
All of this is improving in spite of the
dramatic downturn in the economy,
which occurred shortly after the
publication of the 2000 Report.
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Continue the commitment to
entrepreneurship as an economic
development strategy. Specifically,
we must continue funding key initiatives
identified in Greater Louisville Inc.’s
strategic plan, which include Enterprise
Corp, Inc.tank, Small Business
Development Center, and MetaCyte
Business Labs—all of which are making
an impact. At a minimum, we must
maintain existing levels of funding, and
we should strive to increase public
and private financial support for these
programs each year.
Facilitate formation of at least two
new sources of early-stage capital.
Sources of capital are drying up for prerevenue companies. Louisville needs
at least two new, accessible sources
of capital—one for general fastgrowth startups and another for life
science companies. The new sources
can take the form of awards, angel
groups, venture debt, etc., but must be
accessible to companies that are ‘too
early’ for venture funds.
Continue an aggressive pursuit
of high growth headquarter
operations. Along with continuing
efforts to build and grow our own
gazelle companies, Louisville should
continue its efforts to “re-pot” startups from other cities as well as headquarter operations.
Continue efforts to increase R&D
activity at U of L. While U of L’s
R&D expenditures have increased
dramatically since 1996, gaps between
us and our competitors are significant.
We must continue closing the R&D
gap by recruiting world-class research
teams and funding the infrastructure
those teams require.

Continue efforts to attract and
retain talented, young educated
people. We must continue to raise
levels of education via initiatives such
as Every 1 Reads at the K-12 level and
Project Crew at the post-secondary
level. Additionally, we must continue
efforts to make Louisville attractive
to skilled talent. Examples include
developing a Quality of Life Index,
increasing internship programs, and
tactically reaching out to former
Louisvillians.
Improve Louisville and Kentucky’s
success in attracting SBIR and
other grant financing. While SBIR
application data is difficult to gather
for Louisville and its competitor cities,
it’s clear that Kentucky is not getting
its fair share of these grants. Louisville
needs a formal, sustained effort to track
SBIR activity and facilitate more SBIR
applications and awards.
Develop a comprehensive
branding strategy for Greater
Louisville that emphasizes our
entrepreneurial vitality. Formally
develop and fund a plan to market
Louisville as one of America’s
‘entrepreneurial hot spots.’
Encourage tax reform that is
more favorable to new economy
companies. Kentucky has been a
national trendsetter in developing tax
incentives to encourage companies
to locate and expand here. However,
Kentucky stands at a competitive
disadvantage relative to other states—
our relatively high income tax hurts
new economy companies rich with
intellectual capital.
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Summary of
Recommendations
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Cognetics Entrepreneurial Hot
Spots Ranking

Key Benchmarks
and Output
Measures

Cognetics Entrepreneurial Hot
Spots, 2001 Rankings
Selected Top 50 Large Metro Areas
Change
Rank Metro Area
Index
in rank
1 Phoenix
100
0
2 Atlanta
86
1
3 Raleigh-Durham
82
1
4 Salt Lake City
72
-2
5 Charlotte
71
2
6 Washington, DC
71
3
7 Indianapolis
67
-2
8 Birmingham
64
4
9 Louisville
62
7
10 Memphis
61
-2
Source: Entrepreneurial Hot Spots, Cognetics Inc.

Table 1

For a number of years now, we have
considered the Entrepreneurial Hot
Spots list developed by Cognetics, Inc.
an important indicator of Louisville’s
entrepreneurial health. This refined
and highly regarded assessment,
published by Inc. Magazine, was used
as a benchmark in the 1996 Growing
Success report and has been closely
followed since.
The Entrepreneurial Hot Spots ranking
is the result of two measures of
entrepreneurial vitality: the number
of “Significant Starts” in a metro
area, and the percentage of “Young
Growers”.
Significant Starts measures, as a
percentage of all firms in the area,
the firms that started in the last 10
years and currently employ at least
five people. Young Growers measures
the percentage of firms that were 10
years old or younger four years ago,
and have grown significantly since then.
Taken together, these measures yield
an index assessment of a community’s
success at creating and growing
companies.
In recent Hot Spots rankings, Louisville
has come along well – very well – from
decidedly mediocre beginnings. In the
1994 rankings cited in our first report,
the city placed 74th among the nation’s
top 100 metro areas, with an index
number of 46.
This was better than some neighboring
cities such as Cincinnati and Dayton,
but hardly cause for bragging. We badly
trailed Indianapolis (ranked 4th with
an index of 75), Nashville (12th, with
an index of 65) and our near neighbor
Lexington (31st, with index of 56).

In the years since, Louisville has made
an impressive march up through the
rankings. By 1999 it was ranked 16th, and
over the previous five years had become
the most improved city in the U.S.
In Cognetics’ 2001 Hot Spots list
(Table 1) this positive trend has
continued. Louisville was 9th among the
top 50 metro areas, with an index of
62. This was an upward move of seven
places from the previous year, making
Louisville one of the five most improved
cities in the group. It had surpassed
Nashville and was closing in on 7thranked Indianapolis.

Inc. 500 companies
Each year, Inc. Magazine publishes a
list of the 500 fastest growing private
companies in the U.S., and this “honor
roll” of up and coming companies
is widely followed. The list ranks
companies by sales growth, under
criteria that establish that growth as
a significant trend over several years.
Not every successful growth company
makes the list, but over time the
number of companies a community
places on it is a good indicator of
entrepreneurial success.
Louisville placed six companies on the
2004 list. The highest-ranking was
Genscape Inc., (Table 2 on Page 5) a
provider of real-time power supply and
transmissions, which placed 47th.
The other companies to make the list
were Xodiax Data Centers, ranked No.
85; HealthEssentials Solutions Inc., No.
129; Trilogy Health Services, No. 298;
Risk Management Services, No. 370 and
High Power Technical services, No. 463.
Six companies in a year is a healthy
showing, but a more representative
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measure is perhaps the number of
companies a city places on the list over
a period of years. By that measure,
Louisville has improved greatly.

that over the years, Louisville has done
well against comparable cities.

To measure that improvement, note that
in 1996, when compared against three
other cites in the region – Indianapolis,
Nashville and Cincinnati – Louisville
fared poorly. In the previous three years,
it had produced five Inc. 500 companies;
Cincinnati had produced 13, and
Indianapolis and Nashville 15 each.

Initial Public Offerings

Consider this expanded comparison of
Louisville and other cities from 2000
through 2003. (Table 3)

Few growth companies reach the stage
of an initial public offering. Most never
grow large enough, and even the most
successful companies may choose
to remain private or are bought by
another company. But up and coming,
publicly traded companies that still
have considerable growth potential
are powerful drivers of economic
growth. A community’s ability to
generate companies that reach the level
of an IPO is an useful indicator of its
entrepreneurial climate.

In a brief time period, the Inc. 500
results for a city obviously can be highly
variable, and are no doubt influenced
by the headwinds and tailwinds of the
national economy. However, it is clear

Louisville’s performance by this
measure has been quite variable.
Table 4 (on Page 6) depicts Louisville’s
record compared with other cities over
successive periods.

Over the years since, Louisville has
done much better.

2000-2003
Indianapolis
Pittsburgh
Columbus
Louisville
Birmingham
Cincinnati
Raleigh
St. Louis
Richmond
Memphis
Nashville
Charlotte
Oklahoma City
Source: Inc. Magazine

Rank
47
85
129
298
370
463

Company
Genscape
Xodiax Data Centers
HealthEssentials Solutions Inc.
Trilogy Health Services
Risk Management Services
High Power Technical
Table 2

Inc. 500 companies
2000
4
5
2
3
1
3
3
3
1
0
1
2
2

Inc. 500 Fastest Growing
Private Companies

2001
3
5
4
6
2
2
3
4
2
2
1
2
1
Table 3

2002
5
3
5
2
5
3
3
1
3
2
2
0
0

2003
5
3
3
1
2
2
1
0
1
2
2
1
2

Total
17
16
14
12
10
10
10
8
8
6
6
5
5

5
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Benchmarks and Measures

It seems likely that the tougher national
economic environment of the last three
years has had a chilling effect on IPO
offerings generally, and that the IPO
scene may improve as the economy
improves. Louisville’s only significant
offering (Texas Roadhouse) occurred
in 2004, after three years of no IPO
activity. Other cities in the comparison
experienced the same level of activity.

Gazelle Companies

Initial Public Offerings
1993-2004
1993-1995 1996-1999 2000-2004
Nashville
12
16
5
Indianapolis
11
10
5
Cincinnati
4
5
0
Louisville
3
11
2*
*Includes one IPO filing for which trading was
postponed
Source: Hilliard Lyons, Hoover’s IPO Central
Table 4

A useful if somewhat elusive
entrepreneurial measure is the number
of “gazelles” – fast-growing companies
– headquartered in metro Louisville.
The High Impact Program, a new,
Louisville Metro government-supported
initiative to aid established (later-staged)
companies, defines gazelles:
•
•

•

At least four years old
An annual compounded growth
over the last four years of at least
20 percent, starting from a base of
$100,000.
At least $1 million in revenue for
the last three years, with a positive
operating profit.

Using this criteria, the High Impact
Program identified 108 gazelles in the
Louisville area in February 2004. This
provides us with a useful benchmark for
evaluating Louisville’s progress in future
reports.

Conclusion
By the measures considered in this
section, four years ago Louisville
had made impressive progress. Since
then, it has continued to improve,
taking dramatic steps ahead of

most competitor cities by some
key measures. Becoming a top
entrepreneurial metro area is no longer
a goal; it is now an achievement that
needs to be nourished and built upon.
In Section 2, we will examine some
of the key factors that made this
achievement possible, and look at
what Louisville needs to do to keep
pressing into the foremost rank of
entrepreneurial communities.
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Our first report on Greater Louisville’s
entrepreneurial scene identified five key
factors that make some communities
more entrepreneurial than others:
Talent, Capital, Know-How, Technology
and Culture.
Here we revisit those factors and see
how they have fared in Louisville since
the 2000 report.

Success Factor No. 1: Talent.
An assessment of a community’s pool of
entrepreneurial talent should take into
account three things:
•
•
•

Entrepreneurs tend to start
businesses in the communities in
which they live.
Entrepreneurs tend to start
businesses while they are young
– between 25 and 40 years old.
Entrepreneurs have an average of
13 years of education.

From these factors, it is a reasonable
and obvious conclusion that a
key indicator of a city’s supply of
entrepreneurial talent is what is
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happening to its population, especially
its population of well-educated 25- to
40-year-olds.
By these measures, the last time this
report was issued, Louisville was off the
pace set by competitor cities, although
there were signs that some key trends
were shifting in the city’s favor. More
recent data confirm this picture. The
metropolitan area is not developing
entrepreneurial talent at the same pace
as competitor cities, but it is improving.
As a look at the population trends in
Table 5 shows, Louisville’s population
has not grown as fast as the populations
of other cities in the region.
If this table was expanded to a set
of 16 comparable cities, Louisville’s
population growth from 1990 to 2002
would rank 13th, well down in the pack.
Its 11.5 percent growth rate for that
period was also below the national rate
of 15.4 percent.
Behind these numbers, however, are
reasons for optimism. From 1980 to
1990, while competitor cities were
experiencing significant growth,
Louisville’s population hardly budged, up

Change in Population for Selected Metropolitan Statistical Areas
1980 to 2002 (in thousands)
Using current metro definitions as revised June 2003
1980
1990
Charlotte
859.6
1,031
Nashville
915.2
1,053.2
Indianapolis
1,209.9
1300.3
Cincinnati
1,755.8
1,849.8
Lexington
318.2
350.2
Louisville
1,054.3
1,058.4
Source: U.S. Bureau of Economic Analysis
Table 5

2002
1,405.9
1,352.6
1,574.9
2,036.5
416.5
1,180.3

Growth, 1990-2002
36.4 percent
28.4 percent
21.1 percent
10.1 percent
18.9 percent
11.5 percent

Five
Entrepreneurial
Success Factors
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or down. That the city has since grown
at a rate of 11.5 percent is not only a
strong turnaround, it is turnaround that
has occurred at an accelerating rate.
Louisville’s population growth is picking
up speed.

Number of Residents
Aged 25 to 39
Louisville

1990
243,577

2000
228,650

Change
-14,927

Source: 1990 and 2000 Censuses, data adjusted to
2000 MSA boundaries
Table 7

The 2000 entrepreneurship report noted
a discouraging exodus from Louisville of
young people – a key source of future
entrepreneurial talent – but also noted
evidence that this trend might be abating.
Tracking the city’s 1960s generation from
its childhood (0-9 years old in 1970)
to its early maturity (20-29 years old
in 1990) the report found the city lost
28,600 of these young people, or almost
17 percent, as they approached the age of
entrepreneurial activity.
This picture was necessarily dated. The
2000 census now gives us much more
recent data, and offers more grounds
for encouragement. In Table 5 (on Page
7), note what has happened to that
generation since 1990.
While Louisville still lost population in
this group, between 1990 and 2000 the
losing trend was markedly reversed. In
that decade, the city made up half the

“The city’s ability to attract and
retain young talent has taken a
pronounced turn for the better.”

loss it had experienced in the previous
20 years, a hopeful sign that Louisville
has begun attracting people entering
their prime entrepreneurial years.
If we track a follow-up group of young
people, the people born in the 1970s
who were in the 20-29 group in 2000,
there is still a loss over a 20-year period
of 7.1 percent – not good, but much
less than the 16.7 percent loss rate the
1960s group experienced over 20 years.
These trends, while heading in the
right direction, should be considered
in perspective. Louisville’s competitor
cities are not standing still, and by one
measure, Louisville is at the tail of the
pack. Table 6 is a look at the change in
the metro area’s number of residents
aged 25 to 39 – in other words, in the
sweet spot for entrepreneurial activity
- over 10 years.
In a comparison of 16 cities, Louisville’s
percentage of loss in that age group
was greater than all but one other city,
Dayton. While Louisville was losing 25to 39-year-olds, their numbers in eight
comparison cities, including Lexington,
were growing. In keeping and attracting

Tracking the 60s Babies
Age group
Population size
Change in size

1970
0-9
171,791

1980
10-19
163,944
-7,847

1990
20-29
143,107
-28,684

2000
30-39
157,585
-14,206

1990
10-19
135,560
-9,374

2000
20-29
134,011
-949

Tracking the 70s Babies
Age group
Population size
Change in size
Source: U.S. Bureau of the Census

1980
0-9
144,934

Table 6
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young talent, Louisville still faces a
challenge. (Table 7)

Education
When the Growing Success report
appeared eight years ago, the educational
attainment of metro Louisville’s residents
was a major concern. It remains so.
Tables 8 and 9 tell much of the story.

Population and education trends are
not quickly reversed. The substantial
advances the city has made in both
areas are signs that something right is
happening here. The task is to keep it
going. We must continue to attract and
keep young people; and we must keep
promoting better education for our
residents.

The educational attainment level of
Louisville area residents has improved.
In the 1990 census, the metro area was
below the U.S. average for high school
graduates; it has now pulled ahead. In
the same census, it was 3.1 percent
below the national average for college
graduates, and it has narrowed that gap
to 2.2 percent. In fact, the effort the
community has put into preparing its
high school students for the workplace
of the future was cited approvingly in
Cognetics Inc.’s 2001 Entrepreneurial
Hot Spots report.

Success Factor No. 2: Capital

But as Louisville has improved, so have
other cities. Comparatively our metro
area has hardly budged in the overall
rankings since 1990.

When we first surveyed Louisville’s
venture capital scene in 1996, it proved
to be a very quick survey. Leaving aside
some private equity firms that were
possible funding sources, there was
only one declared venture capital fund,
Chrysalis Ventures, with $9 million
in committed capital. There was also
an angel network, the Venture Club
of Louisville, that had recently been
founded and was reviewing investment
opportunities. There were also some
government-supported networking and
loan programs.

Conclusion
By and large, the conclusions of the
1996 and 2000 reports still apply today.
Louisville’s talent pool of young, welleducated people is not growing as fast
as–and remains less educated than–
many of our competitor cities.
While there may be a certain dismal
familiarity in this assessment, there
are hopeful trends. The city’s ability
to attract and retain young talent
has taken a pronounced turn for the
better, and the education levels of its
population are advancing at a healthy
pace.

To develop into prosperous businesses,
promising young companies and
innovative new commercial ideas
need venture capital, usually put up
by sophisticated investors willing to
take on the higher risks and rewards
of entrepreneurship. Because
entrepreneurs tend to go where money
is available, the amount of venture
capital available in a community is vital
to its ability to sustain entrepreneurial
development.

And that was about all. Compared
to other cities, Louisville’s supply of
venture capital was meager at best, as
local entrepreneurs were quick to note.
The situation is now markedly
improved, although it is not entirely
comforting. There are two major
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Percentage of Adult Population
(aged 25 and older) With
Degrees in 2000
City
Charlotte
Nashville
Indianapolis
Cincinnati
Lexington
Louisville
U.S. Average

High School
80.5
81.4
84.0
82.4
82.1
81.3
80.4

College
26.5
26.9
25.8
25.3
28.7
22.2
24.4

Source: 1990 and 2000 Censuses, data adjusted to
2000 MSA boundaries
Table 8

2000 Educational
Attainment Rank Among 16
Competitor Cities
City
Charlotte
Nashville
Indianapolis
Cincinnati
Lexington
Louisville

High School
14
11
5
9
10
12

College
8
7
9
10
4
15

Source: 1990 and 2000 Censuses, data adjusted to
2000 MSA boundaries
Table 9
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trends apparent in the local venture
capital community. One of them is
positive; the other is not.

Venture capital funding sources
Firm

Investments locally (in
millions)
211
66

Chrysalis Ventures
Humana Ventures
Prosperitas Investment
32
Partners
Pattco Fund
30
Triathlon Fund
15*
Futurity Investment
5
Group
Evermore Fund
4
Yearling Fund
5
Total
368
*Total fund size is $100 million; Louisville is
credited with providing $15 million of that total.

Sources: Venture Source/Enterprise Corp
Table 10

“[Louisville] must develop
more sources of seed
capital for promising young
companies in the earliest and
most vulnerable stages of
development.”

The good news is that Louisville-based
venture capital funds have become
increasingly active investors in young
companies that have begun generating
revenues. As Table 10 shows, there are
now eight such funds, with $368 million
invested.
The amount of capital available locally
is not limited to these funds. Chrysalis
Ventures often leads syndicated rounds
of financing that involve funds in
Cincinnati, Nashville and Indianapolis.
A recently announced partnership
between local investors and Triathlon
Fund, a $100 million life sciences firm
with offices in Cincinnati, Indianapolis,
St. Louis and Louisville, has created a
connection that could potentially bring
in more venture capital from outside
sources. Triathlon secured $5 million
in private investments from Louisville
investors, leveraged that into an
additional $10 million from the federal
Small Business Investment Corp., and
has established an office in Louisville.
Four years ago, this report also
identified another encouraging
development. There were six local seed
funds in operation, and another six or
more that were being formed. These
were funds willing to invest in ventures
that were at such an early stage they
were not yet generating revenues.
The abundance of such funds was a
promising sign for local entrepreneurs,
who could envision shopping around
proposals to a number of potential
investors.

stock market correction, private
investors lost a lot of the money they
had put into seed investments. As a
result, they have also lost much of their
appetite for risk and are now looking
for less dicey investment opportunities.
The other reason is that seed investors
have seen their stakes in fledgling
companies watered down by the
accommodations made to attract
more investors at a later stage of
development, and have learned a lesson.
Many have decided that they, too,
would rather invest later, when the
risks are smaller and the rewards more
certain.
Louisville entrepreneurs looking for
investors willing to come in at an early
stage of development now have only
three organized sources of pre-revenue
funding–one indirect, two direct–to
which they can turn.
The Venture Club of Louisville–an
indirect source of funding–is celebrating
its 10th year. The club holds a monthly
luncheon devoted to matching
investors with companies looking for
private equity investments. At each
luncheon, three companies make fiveminute presentations that include a
pitch to investors. In addition, other
entrepreneurs attending can make brief,
impromptu pitches.

Now the bad news. Louisville’s sources
of seed money are drying up. There
appear to be two primary reasons.

The club is a non-profit association and
does not itself operate a fund, but its
members are accredited angel investors
looking for early-stage investment
opportunities. The club’s board has
many active investors. Average
attendance at the club’s luncheons
exceeds 125, and several local
companies have attracted investments
as a result of their Venture Club
presentations.

One is that in the wake of the 2001

One of Louisville’s direct pre-revenue
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funding sources is the Vogt Awards,
a program run by the Community
Foundation of Louisville and Enterprise
Corp. Established in 1999 with a $5
million endowment from Henry Vogt
Heuser Sr., the program provides
roughly $200,000 annually to investors
and innovators in the Greater Louisville
region. To date, the fund has awarded
$750,000 to seven companies.
The Vogt Awards award program
has proven popular and could have
even greater impact by making two
modifications. First, it could increase
the amount of money it awards every
year. Second, it could change its awards
process from an annual program with a
June deadline to a year-round program
with quarterly deadlines. Processing
applications and granting awards on this
much shorter cycle would allow the
fund to make awards to high-potential
ventures throughout the year.
Commercialization Investment Funds,
a program established in 2001 by
the state’s then-Office for the New
Economy, invests in new technology
ventures throughout the Kentucky. The
fund invests $1 million annually. The
largest investment available to a single
applicant is $200,000 over two years,
51 percent of which must be spent
by the recipient at a state university.
This has been a significant program
for Louisville. At least a third of CIF
investments have been in Louisville
companies.
The CIF investments, like the Vogt
Awards, could be more effective if
modified. Two changes would help
greatly. One, shorten the application
process. Applicants may go through
nine months of paperwork, interviews
and waiting before they are approved
for an investment. Additionally, redirect
the fund to help companies with growth
potential, whether or not they have

a technology-based product. Some
applicants with solid management teams
and high growth potential have been
turned down because their businesses
did not involve a strong element of
technology or intellectual property.

Conclusion
We will end this section with a bit of
sobering perspective. The inaugural,
1996 Growing Success report
compared Louisville’s private venture
capital resources with the resources of
some competitor cities. Let us reprise
that comparison: Table 11.

Private Venture Capital
Resources, 1994
City

Particularly, it must develop more
sources of seed capital for promising
young companies in the earliest and
most vulnerable stages of development.
It also needs to develop more sources
of capital for health-related enterprises,
which are vital to one of the city’s key
long-term development strategies.

Capital
(in millions)
$374
$160
$77
$9

Firms

Nashville
Indianapolis
Cincinnati
Louisville

6
5
2
1

Source: Pratt’s Guide to Venture Capital Sources,
1995 edition
Table 11

Now let us update the same
comparison: Table 12.
The message in these two tables is
clear. Although Louisville’s pool of
venture capital has increased by leaps
and bounds, so have the venture capital
reservoirs of competitor cities. To keep
its entrepreneurial edge, the city must
keep enlarging the amount of venture
capital available to its entrepreneurs.
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Private Venture Capital
Resources, 2004
City

Firms

Nashville
Indianapolis
Cincinnati
Louisville

8
5
5
8

Source: VentureSource
Table 12

Capital
(in millions)
$1,240
$673
$1,149
$368
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Success Factor No. 3:
Know-How
Know-how is the skill and experience
required to turn an idea and capital into
a successful business. A community’s
entrepreneurial know-how (or “body of
knowledge”) comes from:
•
•

•

“...improvement continues in
areas of traditional strength
like health, logistics, and food.”

•

•

Its pool of experienced
entrepreneurs.
Its firms of accountants,
lawyers, and other professionals
experienced in advising and
working with entrepreneurs.
Its educational institutions,
particularly its post-graduate
business schools.
Its support agencies, notably its
economic development agencies,
venture capital clubs, and small
business development centers.
Its ‘incubator’ organizations, which
offer start-up companies various
combinations of capital, knowhow and professional services in
exchange for cash and/or equity.

Louisville’s know-how resources are
diverse and have developed an increasing
range of services and programs devoted
to cultivating entrepreneurial activity.
Here is a brief review of them.

Entrepreneurs
The 2000 report depicted Louisville’s
community of entrepreneurs as
much improved over prior years
and listed the names of several new
leaders emerging in this sector. That
improvement continues in areas of
traditional strength like health, logistics,
and food, as well as in new growth
industries like biotechnology and
energy.
Two companies new to the Inc. 500
list, Genscape and Xodiax, are headed

by young, dynamic entrepreneurs who
weren’t known to many Louisvillians
in 2000. The founders of Advanced
Imaging Concepts have emerged on
the scene since selling their company
to Chicago-based Allscripts in 2003 for
$18 million. AIC continues to grow
its divisional headquarters in Louisville,
and members spend considerable time
mentoring young entrepreneurs.
Serial entrepreneurship continues to
flourish, as founders of companies
sell their prospering businesses
and plunge into new ventures.
Doug Cobb, founder of The Cobb
Group and cofounder of Chrysalis
Ventures, has settled in at Appriss.
Kent Taylor, founder of Buckhead
Mountain Grill, recently took public
his second restaurant chain, Texas
Roadhouse. Tom Cottingham, formerly
at TechRepublic, which was sold to
C/NET in 2001, now runs Narrowcast
Group, another publishing venture
with a unique search engine-sourcing
model.

Professional firms
The services law firms and accountants
provide are critical to entrepreneurs.
Fortunately, Louisville’s top law
firms and accounting firms (including
the local offices of national firms)
have significant experience working
with fast-growth entrepreneurial
companies. Other key service
providers are emerging as well.
Law firms
A good attorney often makes the
difference between success and
failure for a founding CEO. Louisville
is fortunate to have a number of law
firms equipped to handle the needs
of fast-growth start-ups, including, in
alphabetical order:
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Frost Brown Todd
Greenebaum Doll & McDonald
Middleton Reutlinger
Ogden Newell & Welch
Stites & Harbison
Wyatt Tarrant & Combs, LLP
Among them, these firms have a
great deal of experience representing
emerging companies and advising
entrepreneurs and investors on areas
ranging from patents to regulatory
requirements. They serve many of
the most active entrepreneurs in
the community, and represent only a
sampling of the legal professionals in
Louisville who are able to provide a
full range of legal services to fastgrowth companies and entrepreneurs.
Accounting firms
Like the local law firms, Louisville’s
largest accounting firms are well
positioned to offer seasoned advice to
local entrepreneurs. Prominent among
them are, in alphabetical order:
Carpenter Mountjoy & Bressler
Cotton & Allen
Crowe Chizek
Deloitte & Touche
Ernst & Young
PriceWaterhouseCoopers
They have an established history
of working well with local start-up
ventures.

Educational Institutions
Like all communities, Louisville’s
educational institutions are an
important source of entrepreneurial
know-how. In recent years, these
institutions have taken major steps
to provide effective entrepreneurial
programs for their students. Here are
the highlights:
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University of Louisville
The University of Louisville has received
numerous accolades from Success
magazine. Ranked “Top 10 Up-andComer” (1996), “Top 25” (1997), and
7th among the “25 Best” (1998), U
of L has cemented its reputation as a
national center in the entrepreneurship
scene. In 2003, Entrepreneurship
magazine named it a Top Tier
Entrepreneurship College.
The university has an on-campus
business incubator, Ideas to Action.
Since 1994, its students have launched
21 new businesses, 10 of them in the
last four years. Its MBA teams have
competed in various competitions at
all levels and earned “Best Written
Plan” recognition at a top-level,
international competition. Judges
at the U.S. Association for Small
Business and Entrepreneurship rated
U of L’s program No. 2 in competition
for the Model MBA Program in
Entrepreneurship, behind only the
University of Texas-Austin.
In the spring of 2004, the university
announced the creation of a doctorate
program in entrepreneurship, to be
taught by some of the world’s top
names in entrepreneurship. It is one of
fewer than 10 such doctorates in the
world.
Bellarmine College
The Bellarmine Business School
integrates entrepreneurship into
both the undergraduate Business
Administration and MBA curriculums.
Undergraduate Business Administration
majors are required to complete a
course on New Business Ventures that
exposes students to the challenges
of starting a business and integrates
the concepts of management,
marketing, finance and law as they
apply to entrepreneurial decisionmaking. In addition, students prepare

“A good attorney often makes
the difference between success
and failure...”
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a comprehensive three-year business
plan.

“...the market correction in 2001
ultimately doomed nearly all
for-profit business incubators.”

Two local businesses have been created
by recent business administration
graduates - Swan Factor/DaytradeTeam.
com and Café Emile. Entrepreneurship
is also a critical component of the MBA
curriculum. MBA students complete 12
credit hours relating to the development
process for creating and delivering goods
and services. Within these courses,
students complete the entire process
of developing a new business idea and
writing and presenting a comprehensive
business plan. Two businesses whose
business plans originated in the MBA
program, Snitch and ABC.com, have
received more than $1 million in
venture capital investments. In addition,
a team of MBA students prepared the
business plan for Louisville’s new Frazier
Historical Arms Museum.
Indiana University Southeast
Indiana University Southeast offers
classes in entrepreneurship in its
undergraduate and Masters of Business
Administration programs. There is not
a specific focus on entrepreneurship
but the classes offered give students an
opportunity to learn the theory behind
a business and apply this knowledge to
a real business. IUS’s entrepreneurship
classes require students to embark
upon an “EntreTour,” which includes a
tour and subsequent critique of a local
entrepreneurial company.
Students are also given the opportunity
to critique a bona fide business plan
supplied by a local investor. After the
critiques are written and reviewed by
the professor, the venture capitalist
speaks to the class and reveals what
actually occurred with the deal.
IUS recently received a $1.1 million
endowed chair in e-commerce, which
falls under the entrepreneurship
program as well.

Jefferson Community College
JCC does not have extensive
entrepreneurship instruction, but
offers classes at its Southwest location
that are designed specifically for
entrepreneurial women business
owners. The classes focus on how
women can get funding in a tight market
and on the particular obstacles that face
women in the marketplace today.

Business Incubators & Accelerators
Business incubators–places that
start and hatch new ventures–were
popping up all over the country,
including Louisville, at the time of the
2000 report. Historically, business
incubators have provided start-up
businesses affordable space and support
services, and in some cases have
provided mentoring and guidance from
an experienced entrepreneur.
While universities and other not-forprofits have operated incubators of
this sort for years, an emerging class
of for-profit business incubators—
including Louisville’s bCatalyst—became
major players on the entrepreneurial
landscape. Like not-for-profit
incubators, for-profit incubators
provide space, desks, computers,
support staff and the like. In addition,
however, they usually invest cash and
become joint-owners of the companies
hatching in their space, and usually
provide board oversight and/or interim
management of the company.
Unfortunately, the market correction
in 2001 ultimately doomed nearly all
for-profit business incubators. The
follow-on rounds of capital required to
sustain early-stage companies dried up,
leaving most companies in incubators
unable to sustain operations. bCatalyst
in Louisville, which avoided the term
‘incubator’ by branding itself an
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‘accelerator’, shifted gears and moved
out of this space entirely by 2003.
Today, bCatalyst is focusing its efforts
on its new mission of offering merger
and acquisition advisory services.
Despite the shake-out in the incubator
industry, a couple of key ‘business
accelerators’ are operating in Louisville
and provide critical services to some of
Louisville’s most promising early-stage
companies:
MetaCyte Business Lab
MetaCyte Business Lab is the business
development subsidiary of the
Louisville Medical Center Development
Corporation (LMCDC), which focuses
on growing the local life science and
information technology industries.
MetaCyte identifies promising life
science and health care technology,
then works to bring that promising
technology to the clinic and, ultimately,
to the marketplace. The MetaCyte
team typically joins the founders of
technology-based companies to provide
interim management expertise.
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information technology start-ups, U of
L contracted with MetaCyte Business
Lab–which is housed within the same
facility–to manage and oversee the
operations for both programs. As of
June 2004, the iTRC program was full.

Support Agencies
As in prior years, Louisville has an
impressive collection of not-for-profit
supporters of entrepreneurship. Here
is a partial list of significant entities
not covered in the “Educational
Institutions” or “Business Incubator”
sections of this report. (An up-to-date
listing of these organizations is available
on the web at www.greaterlouisville.
com/1stop.)
Enterprise Corporation
Louisville’s hub for fast-growth
entrepreneurship is the Enterprise
Corp–the entrepreneurial arm of
Greater Louisville Inc.–The Metro
Chamber of Commerce.
The Enterprise Corp focuses on two
critical goals:

iTRC (Information Technology
Resource Center)
Housed within the developing Louisville
Life Science Research Park, the
Information Technology Resource Center,
or iTRC, was created by the University of
Louisville more than a decade ago.

•

As it has done since inception, the
iTRC provides many business services
a lá carte, including offices, cubicles,
conference rooms, reception services,
and so forth. The iTRC’s computer
center provides IT companies
with computing resources that
would otherwise be inaccessible or
unaffordable for early-stage companies.

The Enterprise Corp identifies
weaknesses in Greater Louisville’s
infrastructure, and mobilizes people and
resources to fill those holes. It actively
promotes successes in Louisville’s
entrepreneurial community and aims
to continue raising national awareness
of Louisville as a “hot spot” for fastgrowth entrepreneurship.

In 2003, with the goal of fostering
collaboration between life science and

Finally, the Enterprise Corp assesses
specific ventures for high-growth

•

To create a “new culture” of
entrepreneurship in Greater
Louisville.
To increase the number and quality
of fast-growth, entrepreneurial
companies headquartered in our
region.

“Louisville has an impressive
collection of not-for-profit
supporters of entrepreneurship.”
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“Enterprise Corp has facilitated
funding for 25 client companies
who have raised over $27.2
million.”

potential, and provides hands-on
assistance to help its clients succeed.
Services offered include developing
a go-to-market strategy, building a
professional business plan, identifying
sources of capital, conducting valuation
workshops and making introductions to
private equity investors in its investor
database.

High Impact Program

At the time of publication, the
Enterprise Corp has facilitated funding
for 25 client companies who have raised
over $27.2 million in private equity
investments. Two clients, Genscape
and Advanced Imaging Concepts, sold
their companies in 2003 for over $38
million combined.

This program, funded by Metro
Government and run by GLI, was
started by Louisville Metro Mayor Jerry
Abramson early in 2004 to find young
companies and older companies with
the potential for fast growth, and help
provide them the services and advice to
realize their potential.

Greater Louisville Small Business
Development Center
The Greater Louisville SBDC is a notfor-profit organization that assists
entrepreneurs with the first critical
steps of starting a business - building
a business plan and preparing for the
fund-raising process. The Greater
Louisville SBDC provides a mix of
training seminars, direct consultation,
and referrals.

The program has identified more than
350 companies that have high growth
potential, or that can provide strategic
support to growth companies. It
also recently completed a survey to
determine the greatest needs of local
high-growth companies, and based on
the survey results, has begun organizing
events for 2005.

Since 2000, the Greater Louisville
SBDC has served 2,398 clients,
resulting in loans totaling $24.5 million.
GLI Inc.tank
The Inc.tank is a division of Greater
Louisville Inc. that offers fresh ideas for
small businesses, including networking,
education and cost-savings programs.
The Inc.tank’s members run the
spectrum from sole proprietors to
companies with nearly 100 employees.
The Inc.tank is supported by a Board
of Advisors who are all active small
business leaders in the Greater
Louisville community.
Specific programs and services offered
by the Inc.tank include:

CEO Roundtables
Business at Breakfast series
Small Business Breakfast Club
GLI Health Solutions
Business Transition Conference
Inc.credible Awards

Metro Development Authority Loan
Programs
Metro Development Authority,
a branch of Louisville’s Metro
Government, offers several
programs that facilitate small
business development, including the
Metropolitan Business Development
Corporation (METCO) Business Loan
Program and the Small & Disadvantaged
Business Loan Program.
The METCO Business Loan Program
helps restaurants, retail and commercial
establishments, and new technology
ventures find a home in Louisville. The
program provides up to $100,000 in
loans to small businesses at market
rates to provide the difference between
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available private sector monies and
the funding necessary to complete
a project. These loans are leveraged
with private sector financing and are
referred to as “gap-financing.”

minority business enterprises, and
provides assistance in developing
and implementing minority supplier
development programs.

Small & Disadvantaged Business
Loan Program

Kentucky World Trade Center

The Small & Disadvantaged Business
Loan Program provides up to $100,000
in market rate financing to ethnic,
minority or female-owned businesses.
Like the Business Loan Program, these
loans are leveraged with private sector
financing. The Small & Disadvantaged
Business Loans are made in conjunction
with METCO.

Venture Club of Louisville
The Venture Club of Louisville,
founded in 1996, meets the first
Wednesday of each month, providing
a networking opportunity for
entrepreneurs, investors and service
providers. The format of these
meetings accommodates growth
businesses that want to make a pitch
for seed capital. Attendance at the
meetings averages 125, exceeding the
average attendance in neighboring
cities like Cincinnati and Lexington.

Kentuckiana Minority Business
Council (KMBC)
The Kentuckiana Minority Business
Council serves minority-owned
businesses in Kentucky and Southern
Indiana by developing partnerships
between them and corporate America.
KMBC offers its members and clients
an extensive integrated network of
resources. For corporations, KMBC
serves as a source of contact and
information. In addition, KMBC helps
member corporations identify certified

With offices in Lexington and
Louisville, the Kentucky World Trade
Center helps Kentucky companies
import, export and establish overseas
operations by offering counseling,
market research services, translation
assistance, trade education seminars,
international events and programs,
cross-cultural training, trade missions,
and referrals to local international
service providers.
The Kentucky World Trade Center is
affiliated with the World Trade Centers
Association (www.wtca.org) in New
York, which administers nearly 300
World Trade Centers in approximately
100 countries around the world.

SCORE
SCORE, a resource partner with
the United States Small Business
Administration, aids in the formation,
growth, and success of small businesses.
SCORE offers client-driven counselor
services for new and established
small business owners by providing
managerial and operational support
through counseling, seminars and
workshops.

NAWBO Louisville
NAWBO, the National Association
for Women Business Owners, propels
women entrepreneurs into economic,
social and political spheres of power
worldwide. NAWBO Louisville
offers a steady mix of education and
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“The Greater Louisville SBDC has
served 2,398 clients, resulting in
loans totaling $24.5 million.”
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networking opportunities for its
members.

Business and Professional
Women (BPW)
BPW/River City advocates for working
women in the Greater Louisville
region. Its mission is to achieve
equity for all women in the workplace
through advocacy, education and
information. BPW includes among its
members women and men of every
age, race, religion, political party, and
socioeconomic background.

“...local entrepreneurial support
activities have flourished despite
a national recession.”

GLI Business Networks
GLI Business Networks, a series
of programs facilitated by Greater
Louisville Inc., in partnership with
Louisville Metro, offers a unique
forum for building collaborative
relationships within specific industries,
such as manufacturing, logistics,
health, agribusiness, arts, customer
care centers and technology. Each
network aims to build stronger
individual businesses within its industry
and to fortify that industry’s presence
and growth potential in the Greater
Louisville region.

Young Entrepreneurs’
Organization (YEO)
YEO is a global, non-profit educational
organization for today’s leading business
owners. Its sister organization, the
World Entrepreneurs’ Organization
(WEO), strives to help members
build upon their successes through
an array of learning and networking
opportunities. With more than 5,500
members in 120 chapters and 40
countries around the world, YEO/
WEO provides its members access
to a dynamic network of peers on an
international level.

Conclusion
Many of the key programs and services
reviewed in this section did not exist
in 1996 when the Growing Success
report was published. A number of
them did not exist when the 2000
report came out. Louisville continues
to develop and expand the agencies,
resources and services that contribute
to entrepreneurial success.
The progress in this area has not
come without setbacks. The decline
of for-profit incubator firms since
2000 has been unfortunate, although
perhaps not permanent. All economic
efforts, including entrepreneurial ones,
are influenced by larger economic
trends. As the national economy
improves, there is reason to expect
that local entrepreneurial activities will
correspondingly improve.
In the meantime, local entrepreneurial
support activities have flourished
despite a national recession, a
phenomenon that testifies to
Louisville’s determination to be a major
entrepreneurial player. The task ahead
will be to keep these support activities
growing.
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Success Factor No. 4:
Technology

compared favorably to those of other
universities.

As a success factor, we consider
technology, in its traditional sense, as an
idea for a new or improved product or
service. The idea might be an invention,
such as a new, patent-protected device
or method, or an innovation, such as a
better way of doing something.

This situation is improving. Consider
table 13.

In this sense, technology may originate
in the fertile imagination of an
entrepreneur, but is also traditionally
produced by universities, private and
public research institutions and large
corporations.
The University of Louisville is the
community’s only significant research
institution, and in the past its research
and development expenditures have not

Admittedly, U of L’s ranking of 124 is
not particularly noteworthy, and the
actual amount of its research dollars is
a fraction of the R&D expenditures of
some other regional universities. The
University of Kentucky, the University
of Cincinnati, Indiana University and
Vanderbilt are all much higher, in
ranking and actual expenditures.
But U of L has come far. Its 124th
place standing is a major improvement
from previous reports. Perhaps more
significantly, that improvement is the
result of an impressive growth in its R&D
spending, as shown below in Table 13.

Research and Development Expenditures and Rankings by
University for 2002 (dollars in millions)
Stanford
MIT
Duke
University of Texas, Austin
University of N. Carolina, Chapel Hill
North Carolina State
Indiana University, all campuses
Vanderbilt University
Purdue University, all campuses
University of Cincinnati
University of Kentucky
University of Louisville
University of Dayton
University of Memphis
Source: National Science Foundation

Expenditures
$506
$448
$404
$279
$276
$200
$187.6
$183
$182
$176
$162
$58
$45
$19.6
Table 13

Rank
5
10
13
28
29
45
50
54
55
58
64
124
138
192

“U of L’s R&D growth is No. 1
among all competitors, by a
significant margin.”
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Table 14 totals the R&D spending by
all universities in a metro area, and
some of the areas include two or three
universities. Even so, U of L’s R&D
growth is No. 1 among all competitors,
by a significant margin.
Much of this improvement is due to
Kentucky’s “Bucks for Brains” initiative,
started by former Gov. Paul Patton
in 1998 to increase R&D spending
at state universities. Supporting this
program and building upon its successes
will be key to the community’s future
entrepreneurial success.
By some other measures, Louisville’s
technology culture is seriously
lagging. A study conducted for GLI’s
Technology Network of Greater
Louisville (TeN), published in mid2003, looked at several indicators and
found little to cheer about. On a per
capita basis, Louisville ranked 11th
among 16 comparison metro areas

in its number of jobs in technology
occupations. Its overall growth in hightech industries from 1998 through
2001 was 7.1 percent, below the
national average of 12 percent.
When the number of postsecondary
degrees awarded in technical fields
was considered, Louisville was again
11th among 16 cities. A look at patents
issued in the metro area from 1995
through 1999 showed the same general
results: Louisville ranked well below its
competitor metros.
One feature of the patent comparison
deserves note: in the time period
studied, the University of Kentucky
Foundation was issued 74 patents, while
the University of Louisville accounted
for none. Given the increase in R&D
spending documented above, U of L
can be expected to become a source
of patents in the future. The school has
created a patent technology office, and

Growth in University Research and
Development Spending for Selected Cities
1996-2002 (by millions)
1996
1999
Louisville
$19.7
$28.9
Cincinnati
$70.4
$120
Lexington
$79.5
$95.2
Omaha
$27.9
$34
Memphis
$11.2
$14.2
Nashville
$105.8
$134.8
Greensboro
$72.2
$82.7
Birmingham
$156.7
$213.9
Raleigh
$580.5
$733
Richmond
$59.8
$63.5
Dayton
$54
$51.7
Source: National Science Foundation

2002
$58
$176
$162.4
$50.7
$19.6
$182.9
$111
$238
$880.6
$80.9
$67.8
Table 14

Growth Since 1996
194.6 percent
149.9 percent
104.3 percent
82 percent
74.6 percent
72.9 percent
53.8 percent
52 percent
51.7 percent
35.4 percent
25.5 percent

Growth Since 1999
100.7 percent
46.6 percent
70.6 percent
48.8 percent
37.5 percent
35.6 percent
34.3 percent
11.4 percent
20.1 percent
27.5 percent
31.1 percent
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now includes patent production in the
criteria it uses when making decisions
on pay raises and tenure.
The TeN study admitted that, due to the
limits of available data and the ubiquity
of technology in businesses generally,
it did not consider the potential impact
of prominent high-technology activities
in Louisville, among them United Parcel
Service’s state-of-the-art, automated
package handling system; LG&E’s
sophisticated electricity trading center;
and General Electric Co.’s large team
of programmers and e-commerce
specialists headquartered at Louisville’s
Appliance Park.

Conclusion
While the state of a city’s technology
culture is not easily assessed by statistical
data, it is clear that Louisville lacks the
institutional sources of entrepreneurial
technology available in competitor
cities. This lack has been acknowledged
before, and the city and state’s economic
leaders have established agencies and
launched programs to promote a better
technology culture.
The results of these initiatives will
take time to surface. As an example,
U of L’s increased R&D spending and
its emphasis on patent development
should begin producing patents, but
such results may appear only gradually
over several years even if U of L’s
efforts are highly successful.
If the Louisville community is presently
doing what it should to develop an
entrepreneurial technology culture,
four years from now another report
like this one should be able to cite
signs that we are gaining against our
competition. For now, the city must
recognize that what it is doing is not yet
enough; it must do better.

Success Factor No. 5: Culture
Culture is not objectively measurable,
yet it may be one of the most important
factors in shaping entrepreneurial
success. It is a matter of attitudes
and environment. It includes the
involvement of community leaders
in supporting entrepreneurship, the
presence of a civic system of support
services for growing companies, and
the absence of obstacles like high taxes
and excessive government regulation. It
determines how valued and accepted an
entrepreneur feels, what appreciation
the community gives her efforts, what
sympathy it has for his needs, what
recognition it awards his successes.
Measuring culture is inevitably a
subjective exercise. The previous two
reports on entrepreneurship used a
10-question test, devised by Cognetics,
Inc., as a baseline. Seven “yes” answers
supposedly gave a city a passing grade,
while six or fewer identified a city
closed to entrepreneurs and their
endeavors.
By this measure Louisville failed in 1996,
when a sample of entrepreneurs gave it
an average score of only two. In 2000,
the average result had improved to 4,
still a failing score. This year the task
force slightly modified the test to include
12 questions listed in Table 15. (Page 22)
These questions were considered by
the report’s sub-committee, which
included representatives from public
institutions and private companies,
who are familiar with Louisville’s
entrepreneurial scene. The highlights of
their responses are summarized below.

Question No. 1.
Mayor Jerry Abramson is credited
with having demonstrated a serious
interest in encouraging entrepreneurial
activity in the community. He has

“...results may appear only
gradually over several years
even if U of L’s efforts are
highly successful.“
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“Entertainment and other
cultural attractions are a need
the city must continue to
address.”

appointed one of the city’s leading
entrepreneurs to be a special liaison
with the entrepreneurial community.
He has created and provided public
funds for programs that encourage
entrepreneurial efforts and made
pitches for more venture capital
investment in the community. He
meets with the Greater Louisville Inc.
board, which includes representatives
of smaller, growing businesses, and
in general he receives good marks
for reaching out to entrepreneurs
and showing an appreciation of their
contributions.

to Louisville perceive it as lacking in
amenities – it does not attract many
top touring acts, for example – and is
not representative of a diverse group
of entrepreneurs. Some of this is a
problem of insufficient promotion. For
instance, the city’s parks system and
considerable arts offerings often come
as a surprise to people first entering
the community. As a whole, however,
Louisville lacks the entertainment
offerings in competitor cities. Recent
developments such as 4th Street Live!
are a help, but entertainment and other
cultural attractions are a need the city
must continue to address.

Question No. 2.

Question No. 3.

This is a problem area. Young
professionals considering moving

This question got the most affirmative

Entrepreneurial Climate Test
When the mayor of the city meets with business leaders, are there as many chief executives
officers of mid-size growth companies as bankers and corporate leaders?
Does the community offer a quality of life that attracts and supports an entrepreneurial
2.
culture?
Does the local newspaper follow the fortunes of start-ups and mid-size growth companies with
3.
the same intensity and sophistication as it does large corporations?
Are innovative companies able to recruit nearly all of their professional work force from the
4.
local area?
5. Is there a sizable, visible venture capital community?
Does the local university encourage its faculty and students to participate in entrepreneurial
6.
spin-offs, and do they?
Do growth company CEOs and venture capitalists hold at least a quarter of the seats on the
7.
boards of the three largest banks?
Does the city’s economic development department spend more time helping local companies
8.
grow than it does chasing after branch facilities of out-of-state corporations?
Is there decent, affordable office and industrial space available for new businesses in the
9.
central business district?
Can you think of 10 recent spin-offs or growth companies started by entrepreneurs who have
10.
left large companies?
11. How does the community celebrate entrepreneurs?
12. How is the state infrastructure supporting entrepreneurship?
1.

Table 15
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response it has received since we began
posing it. Both Business First and The
Courier-Journal are credited with giving
regular and supportive coverage to
small businesses and entrepreneurial
activities. For The Courier-Journal, this
marks a pronounced reversal of the
negative opinions of its coverage voiced
eight years ago.

Question No. 4.
This drew a mixed reaction. Most jobs
in non-technical fields can be filled with
local candidates. However, companies that require specialized technical
training—which is often the case with
early-stage technology firms—look for
candidates both locally and externally,
and often must hire from outside the
region. The local education system is
working with economic development
leaders to adapt to the needs of emerging industries, particularly in the health
and logistics sectors.

Question No. 5.
A more detailed look at the
community’s venture capital scene
appears earlier in this section under
Success Factor No. 2. The points to be
noted here are that the local pool of
venture capital has grown considerably
and that Louisville’s venture capital
scene is becoming known nationally and
is building a web of connections across
the country.

Question No. 6.
The University of Louisville received
praise for continuing to improve its
efforts to promote the commercialization
of ideas and technology developed under
its auspices. Its development of business
opportunities in the health sciences was
singled out for particular approval.

Question No. 7.
The role of the boards of local banks
has changed significantly since our
initial assessment in 1996. Many of the

large area banks are part of a much
larger asset base and do not rely on local advisory boards to influence finance
decisions. Instead, those decisions are
typically made in a bank’s out-of-town
headquarters. Still, an assessment
revealed that entrepreneurs have
meaningful representation on most
of the banks in our community, both
large and small. One may conclude
that the banking climate in Louisville
is not materially different from that in
the competitor cities, save maybe for
Charlotte, where many large banks are
headquartered.

Question No. 8.
Through a public-private partnership
with Louisville Metro government,
GLI manages the business expansion
and attraction programs and services
for the region. From 2000 through
September 2004, GLI assisted 267
businesses. These companies invested
nearly $1.4 billion in the community and
created more than 16,000 new jobs.
As Table 16 indicates, the majority of
businesses assisted were those already
established in the community.
In addition, local companies received a
greater percentage of local incentives.
In reviewing incentives approved during
the period 2000 through September
2004, existing businesses received
67.25%, while new businesses received
32.75%.
GLI’s financial resources are also more
heavily weighted towards assisting
local businesses. In its 2004 budget,
71.45% of GLI’s economic development
funding was focused on business
expansion and business creation
efforts. This includes funding for
the programs and services provided
by the following departments and
affiliates: Business Expansion, Business
Networks, Enterprise Corp, and High
Impact Program.
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“The local education system
is working with economic
development leaders to
adapt to the needs of
emerging industries.”

Companies
assisted
Investment
Jobs created

Expansion
182
(77.56%)
$1,073,824,577
11,107
Table 16

Attraction
85
(22.44%)
$310,715,076
5,322
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In addition, the City has created the
Metro Business Resource Center, which
provides a variety of programs to assist
start-up and existing businesses, and
established the Office of the Business
Ombudsman to assist new and existing
businesses with permitting issues.

Question No. 9.

“Louisville’s embrace of
entrepreneurship has begun
to reverberate beyond the
metro area.“

Yes. Louisville has an abundance of
space available in or near the Central
Business District, at rates and terms
attractive to entrepreneurs. More
than 1.5 million square feet of class
B and C office space is available at
lease rates ranging from $5 to $14,
with a mean rate around $10. There
is little industrial space available in the
CBD, but a significant amount nearby.
A recent survey show 32 properties
10,000 to 70,000 square feet in size
were available for sale or lease at rates
from $2 to $7 a square foot. Most of
this is older industrial space.
These inventories and rates make
Louisville very competitive with peer
cities. What the city lacks is space for
business incubator and accelerator
activities.

Question No. 10.
In the health sector alone, 3 large
organizations, Humana, Vencor and
the University of Louisville, have spun
off dozens of companies. Greater
Louisville’s Health Enterprises
Network tracks and publishes a list of
these spin-offs, and other industries
could do the same.

Question No. 11.
In addition to the number of support
programs reviewed elsewhere in this
report, the community hosts a number
of specific events that showcase and
promote entrepreneurial achievement.
The monthly Venture Club of Louisville
meetings include a moment devoted
to recognizing entrepreneurs and

companies that have raised capital for
their ventures.
Beyond this, several programs
annually honor particularly successful
businesses. Inc.tank has the Inc.
credible Awards, which recognize
companies for outstanding
entrepreneurial success in five
categories. Business First sponsors an
annual Fast 50 luncheon to celebrate
the 50 fastest growing companies in
the metro area, and publishes a special
section acknowledging them. The
Ernst & Young Entrepreneur of the
Year Award honors entrepreneurs
who have persevered and created
successful, growing companies.
Louisville’s embrace of entrepreneurship
has begun to reverberate beyond the
metro area. In 2001, the city attracted
the national Inc. 500 conference,
which celebrates young, fast-growing
companies. The success of that event
led to its hosting the 13th-annual Great
Midwest Venture Capital Conference in
2003, an event that attracted leaders of
some of the most promising companies
in the region, and representatives of
some of the largest venture capital funds
in the U.S.

Question No. 12.
The Commonwealth of Kentucky has
recognized entrepreneurial activity as a
major contributor to economic growth,
and in fiscal year 2000, created an agency,
the Office of the New Economy, to
identify and support entrepreneurship.
Under Governor Ernie Fletcher’s
administration, the agency has been
renamed the Department of Innovation
& Commercialization for a Knowledge
Based Economy.
Examples of the state’s support for
entrepreneurship in Louisville include:
• Enterprise Corp operational funds.
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The state has contributed $300,000
to the Enterprise Corp’s operating
budget for fiscal years 2003 and
2004. This funding ensures that
the Enterprise Corp has sufficient
resources to assist roughly 50
high-potential clients annually with
business planning, fund-raising and
other services key to successful
commercialization.
• Commercialization Investment Fund
awards. The state has awarded
over $1 million to Louisville-based
Enterprise Corp clients via its CIF
awards program.
• MetaCyte & iTRC operational
funding. The state has contributed
$700,000 to the MetaCyte
Business Lab and the Information
Technology Research Center, two
Louisville programs that collaborate
to develop successful businesses
from promising new ideas in life
science, health care and information
technologies.
• EMainUSA renovation. When
Louisville announced in 2000 an
ambitious program to remake its
old East Main Street whiskey district
into a center of new business
development, the state loaned $2.5
million toward outfitting Main Street’s
Clocktower Building as a cornerstone
of the program.

Tax policy
In recent years, Kentucky’s state
government has become increasingly
alert to the importance of
entrepreneurial activity and has created
programs to encourage it.
Yet this is not enough. According to a
2004 analysis, Kentucky’s fundamental
tax policies still favor rural areas
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over the urban areas, and as a result
seriously compromises Kentucky’s
prospects for future prosperity.
The analysis was done by University of
Louisville economists Paul Coomes and
Barry Kornstein, who followed up two
previous analyses dating back to the
early 1990s, and confirmed the findings
of those earlier reports.
Coomes and Kornstein state that
although urban areas are where the
best jobs are likely to be created,
Kentucky’s formulas for spending tax
dollars subsidize rural areas at the
expense of the state’s urban areas,
and are handicapping economic
development. Although Kentucky is
now largely an urban state, they report,
its creation of high-paying jobs in the
fastest growing areas of the economy
places it 46th among the states, behind
even such largely rural states as Kansas
and South Dakota.
The state’s tax burden on Louisville
residents is high compared to the
largest cities in other states and yet,
Coomes and Kornstein estimate, of
every dollar Louisville pays the state’s
General Fund and Transportation
Fund, only 59 cents is returned in state
spending on the metro area.
To alleviate this disparity, the analysis
recommends a major restructuring
of the state’s tax policies, including
reducing or eliminating the individual
income tax and returning more money
to urban areas by modernizing the
formulas for spending gas tax revenues
and financing school districts.
Although such changes might not
directly affect the money spent on
entrepreneurial activities in Louisville
(and other Kentucky cities), they
would have a major beneficial impact
by directing more state money into

“To alleviate this disparity, the
analysis recommends a major
restructuring of the state’s
tax policies, including reducing
or eliminating the individual
income tax.”
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Success Factor 5

promoting urban economic growth.
“The ability of the cities in this state
to compete for talent, capital and
economic activity depends upon a
restructuring of Kentucky state fiscal
policies,” Coomes and Kornstein
conclude.

“Buzz”

“The city can be justifiably
pleased with its progress in
encouraging entrepreneurs–
as long as it recognizes that
it cannot for a moment cease
trying to do even better.”

Having a good entrepreneurial culture
is important; letting the rest of the
nation know about it is also important.
In 2001 GLI began a marketing project
designed to promote the metro area to
25- to 39-year olds as great place to live
and build a career. The program helped
generate more than 165 million national
media impressions in 2003.
Its latest focus is to market
the community as a center of
entrepreneurship and innovation, and to
involve all the community’s considerable
resources–from government to the
University of Louisville to the various
economic development agencies–in
presenting this message. The object
is to create a national awareness of
Louisville as an up-and-coming city with
world-class amenities and one of the
best entrepreneurial scenes in America.

Conclusion
In 1996, the inaugural edition of this
report reached a blunt conclusion:
“Louisville’s entrepreneurial climate is
not healthy.” The 2000 report found
indications of significant improvement,
but cautioned that there was still work
to be done and “we must inspire our
citizens not to adopt an attitude of
complacency and insularity.”
Today, the evidence is strong that
Louisville has come a long way. It

actively embraces entrepreneurial
activity, and is getting better at many of
the things needed to create a healthy
entrepreneurial climate.
It may seem overreaching to draw
this conclusion from anecdotal and
subjective observations, but the
observations come from knowledgeable
sources and are consistent with
an accumulating body of statistical
evidence. Much of that evidence is
elsewhere in this report.
Here is one more exhibit: In
Entrepreneur.com’s 2003 listing of the
best cities for entrepreneurs, a list
that incorporates several measures of
business activity, Louisville was ranked
15, a move upward of 18 places from
the previous year. This put Louisville
ahead of heralded boom spots such
as Austin, and well ahead of regional
cities like Indianapolis and Nashville that
have been persistently tough economic
competitors.
This is not a signal to break out
party hats. There is still plenty of
room for improvement in the local
entrepreneurial environment. And
while Louisville has been making
pronounced strides forward,
competitor cities have not been idle.
But the city can be justifiably pleased
with its progress in encouraging
entrepreneurs – as long as it recognizes
that it cannot for a moment cease
trying to do even better.
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Methodology
This report is an update to the
previous reports on the state of
entrepreneurship in Greater Louisville.
The original report was published in
1996 as an initiative of the Louisville
Chamber of Commerce. The 2000
update was issued by a committee
organized by GLI’s Enterprise Corp.

Paul Schulte, Horizon Research Intl.
Rebecca Brady, Enterprise Corp
Robert Brown, Greenebaum Doll
McDonald
Robert Taylor, U of L
Rod McNerney, Angel investor
Steven Ayers, SBA
Van Clouse, U of L

This 2005 update was commissioned
by GLI’s Enterprise Corp and created
by a task force chaired by Doug Cobb.
The initial meeting of the task force was
held on September 17, 2004, at 123 East
Main Street. The members of the task
force were:

The task force agreed on an outline and
organized subcommittees to compile
the information for each section of the
report. The Section Chairs selected
were:

Al Sullivan, Sullivan University System
Audwin Helton, Spatial Associates
Beth Howard, GLI
Bob Montgomery, Cotton & Allen
Bob Saunders, Chrysalis Ventures
Carmen Hickerson, GLI
Ceci Conway, Marketing Consultant
Chip Hancock, Republic Bank
Craig Greenburg, Frost Brown Todd
Curt Martin, GLI
Dan Bauer, Bellarmine College
David Jarnagin, Venture Club of Louisville
David Morris, Metro Development
Authority
Derwin Webb, KMBC
Doug Cobb, Enterprise Corp Chair
Franklin Jelsma, Wyatt Tarrant Combs
Jack Danehy, TeN Chairman
Jim Rives, Rives Development Assoc.
Jim Seiffert, Stites & Harbison
Kent Oyler, Metro Government
Kim Spalding, NarrowCast Partners
Lisa Bajorinas, GLI
Lisa Mills, GLI
Mark Brashers, GLI
Mark Crane, Enterprise Corp
Merrily Orsini, CoreCubed
Michael Ashcraft, SBDC
Mike Mountjoy, Carpenter, Mountjoy &
Bressler
Paul Coomes, U of L

Section 1 Benchmarks, Outputs
Mike Mountjoy, Carpenter Mountjoy
Bob Montgomery, Cotton & Allen

Section 2 Capital
David Jarnagin, Venture Club

Talent
Paul Coomes, University of Louisville

Technology
Jack Danehy, IBM & TeN Network

Know How
Steven Spalding, LMCDC

Culture
Robert Taylor, University of Louisville
The Section Chairs gathered
information for their section with help
from various groups in the community.
Most groups received tactical support
from GLI’s Research department
and Enterprise Corp staff. All the
information was compiled and sent to
freelance writer David McGinty, who
was hired to write the final report.
The Section Chairs reviewed the final
copy and provided feedback to David
McGinty, who submitted his script
and tables to GLI’s marketing services

Methodology and
Acknowledgements
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department for layout. Chair Doug
Cobb and GLI leadership reviewed the
final draft, suggested some edits and
created the Summary of Findings and
Recommendations. GLI’s staff provided
final proofreading and edits before
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The hub of entrepreneurial

activity in Greater Louisville.

Enriching the culture

Building companies

The Enterprise Corp cultivates Louisville’s
entrepreneurial vitality. With help from our
partners, we keep Louisville at the top of the
nation’s list of “entrepreneurial hot spots.”

Fortify your management team. Strengthen
your business plan. Finance your growth.
The Enterprise Corp connects you with the
resources you need to grow faster.

Results to date 25 clients funded. $27.2 million raised.

A public/private partnership including:
Greater Louisville Inc.
Louisville Metro Government
Kentucky State Government

enterprisecorp.com

Proud to be ranked 85th
on the 2004 Inc. 500 List.

7 X 24 Managed data center
Disaster recovery services
Managed security services
Metro Ethernet connectivity up to 1 Gbps

www.xodiax.com
www.peak10.com
(502) 315-6000

Offering data center locations in Charlotte,
Jacksonville, Louisville, Raleigh and Tampa

123 East Main St., Suite 203
Louisville, KY 40202
p. 502-625-0047
f. 502-625-0061
enterprisecorp.com

