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If you want to know how someone is doing in business without directly asking, ask this question:
“What are the conditions like to build a business in your city?” Inevitably, those who are doing
well will answer the question optimistically, and those who are not will answer pessimistically—
and may already be in another market. Birmingham would do well to listen to both sides of the
discussion.

From the optimistic side, with the release of our annual Funded Startup List, we continue to see
growth and success in Birmingham. Indeed, First Avenue Ventures is re-evaluating our criteria
because the ability to get funding at the startup level has dramatically increased in efficiency.
We now have several more accelerators operating in the state, and we have more government
programs at the local, state, and federal levels. Birmingham is becoming more comfortable with
providing small amounts of capital to let young startups begin to grow and work on ideas. This
provides fertile ground to grow and build businesses, and some are finding success in this
landscape.

From the pessimistic side, however, the capital desert has proven too harsh for many founders,
who have left for “allegedly” more fertile ground. I use quotation marks around “allegedly”
because, with some exceptions, I am not sure that those who left have found more success. Thus,
a working hypothesis is that the problem isn’t with Birmingham—in other words, it’s not us but
them. These are startups that failed to find a market or did not have the expertise to capture the
market. Birmingham companies sometimes do not know what they don’t know, and so they think
small. An outsider’s perspective, provided it is competent and intelligent, is critical here, and yet
sometimes companies do not look beyond their local perspective. They are therefore doomed to
smallness.

Still, I do believe that there are problems specific to developing a startup in Birmingham. In
Birmingham and in Alabama, we’re doing a lot of things to get companies started but nothing in
terms of supporting them as they mature. Plus, a startup’s early customers are usually found
outside of Birmingham. The availability of local talent is also an issue. However, a full diagnosis is
difficult. Though often celebrated in startup culture, failure rarely results in an authentic analysis. It
is easier to blame a city than a founder.



And, of course, capital is an issue. If you look at the Series A list we are publishing today, you will
see that the lead funders for the following companies are from outside the state:

Acclinate: Cencora Ventures, Latimer Ventures, LabCorp

HData: Buoyant Ventures, Victorum Capital, Hyde Park Venture Partners, Frontier Venture
Capital, Firebrand Ventures

QuantHUB: Gray Ventures and Florida Funders

Rise: Polymorphic Capital, Draper Associates, Ryze Labs, Paradigm Shift Capital, JAM Fund,
Digital Currency Group

This is not an aberration. The fact of the matter is that there is not an institutional funder in the
state of Alabama that could give these startups the amount of capital they require, and so, by
necessity, they must go out of state. While it is great news that so many reputable firms are willing
to invest in Birmingham companies, without a hometown option, we are left to the whims of out-
of-market funders. This is suboptimal.

Beyond the issue of available capital, we are also watching three things germane to the
development of the Birmingham ecosystem: Innovate Alabama, changes in federal regulations,
and the new digital world. 

Innovate Alabama: Though still young, they are now a strong force in the ecosystem. The Fund of
Funds and the direct equity investment program through the SSBCI bring a large amount of
capital flowing into the ecosystem, which has a significant impact on seed funding. Innovate
Alabama is not the only government program putting money into startups. SBIRs, STTRs, DARPA,
and other federal programs, coupled with state matches, provide vital resources necessary for
growth. A couple of years ago, the thought process in the life sciences was that a startup had to
either be backed by venture capital or Small Business Innovation Research (SBIR) funding. That
presumption, however, is changing, particularly outside of Boston and San Francisco, where
government support is necessary to advance the needed science in conjunction with tech- and
science-heavy companies.

Federal Regulation: At the federal level, I think we are fundamentally rethinking how we regulate
businesses. What is the role of the government in this regulation? Those in charge are questioning
every aspect of government—though, of course, not in a thoughtful manner. How and where this
lands will have a material impact on business, but we do not have an idea yet about exactly how.

Technology: In previous assessments, we compared the current digital revolution to the Industrial
Revolution. In both revolutions, we see a lot of disruption in the economy with some destructive
outcomes on a personal level; however, these changes ultimately benefit society as a whole. That
is still playing out.

How will AI affect Birmingham? We are still unsure. Given our history of building strong traditional
businesses as new technology comes along (yes, steel was once high-tech), Birmingham’s ability 



to adopt new technologies will create opportunities. On the other hand, unless unknown forces
emerge or intervene, Birmingham is not going to be a part of the backbone of AI technology or a
major participant in this sector of the economy (in other words, NVIDIA is not locating an office
here any time soon).

How will remote work and Zoom affect Birmingham? Again, we are unsure. On one hand, the
ability to obtain high-quality talent for flexible teams on a full- or part-time basis, regardless of
geographic location, has never been easier. On the other, it’s also never been easier to poach
local talent.
 
We continue to watch and think through the implications of these trends. Ultimately, in order for
Birmingham to thrive and grow, three things are key: thinking bigger, making funding available,
and creating billion-dollar companies. We do a lot of things right and we have some things to
build on, but we cannot get lulled into complacency.


