
2023 Annual Assessment Of The
Birmingham Entrepreneurial
Community: Winter Is Here

Today, we are releasing our 2023 Funded Startup List. As expected, Birmingham saw a material
dip in the number of funded startups this year. Here are the 2023 top-line numbers compared to
2022:

2023:
TOTAL FUNDED STARTUPS: 94
STARTUPS WITH A ROUND IN 2023: 30
2023 EXITS: 3 

2022: 
TOTAL FUNDED STARTUPS: 105
STARTUPS WITH A ROUND IN 2022: 38
2022 EXITS: 3

As has been our custom for the last four years, we have provided commentary on the market. This
year took a little longer than usual because I think that early-stage financing in Birmingham is
changing in a material way, but I’m not sure how it will completely change. It’s a tricky market.

So, first: does the number of funded startups really matter? Yes. In a nascent entrepreneurial
economy like Birmingham’s, the number of startups really matters: simply put, we need more shots
on goals. Failure is built into the growth startup system, and if you use the common metric that
only one out of ten startups actually succeed, having 94 funded startups (2023) instead of 105
(2024) translates into one fewer financially successful company for Birmingham — e.g., one less
Pack Health, INFLCR, Therapy Brands, etc.

More importantly, perhaps, is that I believe the decline in numbers indicates a retrenchment from
the investing side. Throughout 2023, we consistently heard that investors were expending capital
to shore up existing investments. Bridge rounds were the norm. This represented a loss for
investors not just because they expended additional capital but because less money got
recycled into the system. In other words, the amount of reinvested capital is dwindling, perhaps
because, in the last couple of years, cash exits have been less than pre-Covid exits.



I think that things will only get worse for startups. Nationwide, we’ve seen numbers indicating that
fewer startups are graduating to Series A. We’ve also seen seed investment valuations decline
and venture capital in general decrease. The adage that when Silicon Valley coughs,
Birmingham gets the flu seems apt. At some point during Covid, I had hoped that the new virtual
world would allow easier access to capital, but that has not happened. We should never
underestimate the pull of the home market for venture capital firms; since there is no venture
capital firm in Birmingham[1], founders should not underestimate this disadvantage. 

This is an investor’s market with dynamics starkly in their favor. Because capital is sparse,
valuations and terms will favor investors. Additionally, the market will cull the herd, and I suspect
that in 2024 we will see many of Birmingham’s growth startups pursuing non-venture capital
routes — or ceasing to exist altogether. My hunch is that this time next year, our list of startups will
shrink further. For investors, that is fine: this type of market leaves only the strongest and the
cockroaches. The rest will go away. I would indeed suggest that this is a great time to invest in
early-stage startups, but I am a contrarian. 

While this is an extremely tough market for founders, I think it’s not necessarily a bad time for
founders with the intestinal fortitude to start a business or stick it out. This is a market where only
the very best will succeed: startups that are just “good” are destroyed, and no participation
trophies are given. 

However, in this market, what does not kill you will make you better. The truth is that to be a great
startup, you always have to be the best. You have to have those essential business tenants that
make you successful: great market, great product-market fit, great team. I would suggest that the
flush capital markets of the 2020-2022 era allowed less-than-stellar companies to survive and
hide their flaws. That cover no longer exists.

If you are the best, then, this is a good market for you. The seed and Series A capital markets,
even in lowly Birmingham, should still reward high performance. Our infrastructure is strong, and if
we focus on helping the companies that are showing progress, we should continue to be a
successful ecosystem in the long run. We just need to remember that nothing substitutes for
market fundamentals.

My advice for founders is to closely examine what you are and what you can do to be the best
yet. That may mean redefining and even limiting your market, but I would suggest that being the
best in a smaller market is vastly superior to being a Friendster in a vast market. If you can own a
market in a relatively short time horizon, then you need to reevaluate your strategy to do so. 

It is going to be tough out there for a little while, and I also think the way startups are financed is
changing. When the markets thaw and spring comes, the way things work may shift but the
financial impact of innovating startups is too strong for the capital markets to ignore forever. It
will come back. I do not know when or how, but it will. However, until then, buckle up, buttercup,
because it may get bumpy.

[1] When I say there is no venture capital firm, I’m defining a venture capital firm as a firm with a minimum of fifty
million of assets under management with operations in Birmingham. By that definition, neither the First Avenue
Venture Life Science Fund nor any other fund that I know meets that criteria. 
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