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Executive Summary 
 
 

To accelerate the growth of technology-based enterprises in Cedar Park, the Cedar 

Park Development Corporation (CPDC) asked the IC2 Institute at The University of 

Texas at Austin to make (A) an entrepreneurial assessment of options to increase the 

number of entrepreneurs who choose Cedar Park for business and home; and to conduct 

(B) an incubator feasibility assessment for a technology-oriented incubator in Cedar Park.  

 

 

Entrepreneurial Assessment 

 
The entrepreneurial assessment looked at current support for entrepreneurs and 

actions that would create a stronger entrepreneurial climate in Cedar Park in coming 

years. The focus was on small primary industrial employers who provide their services 

and products to customers outside of Cedar Park. Key findings about Cedar Park and its 

business climate identified a significant number of positive features and advantages such 

as lower compensation costs than in Austin; adequate land for future expansion and 

growth, particularly commercial and industrial expansion; good school system; can-do 

attitudes by residents; locational advantages; property costs lower than Austin and some 

surrounding communities; high quality trainable employees, comparable to any in the 

region; well-educated population; an improving transportation system; and a very good 

quality of life, overall. Perceived disadvantages and negatives included: A lack of 

consensus among community members; an inability to attract volunteers for community 

efforts because of the large number of commuters; a past history of mediocre service by 

some city departments; turnover in city elected and appointed officials which has led to 

policy changes and precluded sustained, multi-year activities; and economic development 

activities emphasizing recruitment of large companies that were considered “confidential 

and secret,” and were poorly communicated to many in the local business community.    
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Cedar Park has a number of intriguing emerging companies. Case study profiles 

are provided on five companies: 

 

e-MDs (Electronic Medical Document Systems)—e-MDs provides software to 

physician practices that automates the primary areas of a medical practice: 

charting, document management, practice management, and scheduling. They 

concentrate on practices with fewer than 10 physicians.    

 

ETS Lindgren--ETS is a leading supplier of electromagnetic energy test, 

measurement and shielding systems and components. It is a division of ESCO 

Technologies, headquartered in St. Louis. 

 

Big Sesh Studios and Gemini School of Visual Arts and Communication—Big 

Sesh offers design and illustration services including advertising artwork, 

packaging, key art, digital photo manipulation, 3D modeling, and corporate 

identity. Gemini trains students to be professional illustrators, through a 

combination of classical training and digital media software. 

 

SLParkhurst Corporation has developed and patented Novexium™, a new 

chemical biotechnology for the elimination of malodorous gases emitted 

from volatile organic sources. Novexium is a breakthrough technology 

with potentially wide market applications spanning consumer, commercial 

and industrial markets.  

 

Flame Technologies Inc is a manufacturer of industrial-grade gas cutting 

tips and tools. Their global customer base includes the steel industry and 

major industrial product manufacturers who have their own foundry 

operations. Perhaps the most interesting aspect of Flame Tech in this 

context is their successful track record of incubating other companies.    
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CPDC can increase its focus on entrepreneurs, without a large investment and 

without abandoning its traditional focus on recruitment, and more recent concerns with 

retention. A new entrepreneurial strategy should place priority on (1) existing start-up 

companies in Cedar Park; (2) potential new start-up companies in the target industries of 

Nanotechnology, Clean Energy, Biotechnology, Game development and software, 

Wireless, and Instrumentation; and (3) sources which may produce multiple new 

companies, such as the Austin Technology Incubator, Clean Energy Incubator, promising 

UT-Austin spinouts, and potential spinouts of the Texas State University’s Nanoparticles 

Applications Center.  

 

Entrepreneurship would be enhanced by creating an entrepreneur advisory council 

and by developing a coordinated entrepreneurship program. This program would be 

comprised of: (1) marketing to entrepreneurs in the Austin region; (2) defraying a portion 

of the costs of a consulting service for start-up companies; (3) supporting training 

sessions; (4) developing a new product development fund; (4) creating a small grant fund 

for several discrete activities; and (5) collaborating on various activities to enhance 

interaction with UT-Austin and local educational institutions. Additional beneficial 

activities would be to communicate more effectively with entrepreneurs about CPDC 

priorities and criteria, which will be used for triggering incentives in the performance 

agreements. Finally the CPDC board should address a number of strategic issues for 

future entrepreneurial actions. These steps will be a good start for Cedar Park to become 

the Entrepreneurial Capital of the Austin Metro area. 

 

 

Incubator Feasibility 
 

There is no doubt that Cedar Park has the capability of creating an incubator. 

Communities smaller and less technologically sophisticated than Cedar Park have 

incubators. However, it is essential to look beyond the capability and desirability of an 

incubator to whether an incubator is technically and economically feasible in Cedar Park, 
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and whether the community should allocate additional resources to ensure that start-up 

companies will succeed and prosper in Cedar Park.  

 

Evidence about the experiences and benefits of incubators was reviewed. Among 

the findings are: (1) The survival rate of incubator graduate firms is significantly higher 

than the general population of new ventures; (2) Costs per job from public-sector 

technology incubators ranges from $3,000-$11,000, with many falling around the $5,000 

level; and (3) Upon graduation from an incubator, 87% of the companies remain in the 

local community. Generally, the conclusion is that public sector–supported technology 

incubators have been a cost-effective economic development tool, particularly where job 

creation is concerned. 

 

 There is currently a market need for a new type of incubator in the Austin region. 

The premier incubator, the Austin Technology Incubator, is limited by its facility to 

housing information technology companies. A Cedar Park Incubator facility could be 

designed for companies whose needs go beyond office space and Internet connectivity: 

light manufacturing and non-IT laboratory facilities. A   mixed-use facility combining 

office space with features oriented toward light manufacturing, prototype development 

and testing, and laboratory space, would provide Cedar Park with a competitive 

advantage. A facility with these features would attract start-up companies in: 

Nanotechnology, Clean energy (fuel cells, wind, energy conservation), Biotechnology, 

Instrumentation, and Wireless. The facility should be open, however, to entrepreneurs of 

any industry, provided their products and services are sold to markets outside of Cedar 

Park and they are admitted to the incubator.    

 

Cedar Park can develop an incubator on its own or consider the benefits of 

collaboration with the IC² Institute and Austin Technology Incubator. A complementary 

relationship would provide an-ongoing series of referrals to companies seeking 

specialized incubation facilities; enhanced credibility and legitimacy for the Cedar Park 

incubator in the eyes of entrepreneurs, investors, and university-affiliated individuals 

with potential commercial products; established personal relationships from 14 years of 
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incubator experience; a set of operational services, comprising a know-how network, 

which is an essential feature of a successful incubator; links to outstanding pipelines of 

business plans, entrepreneurs, and students from two UT-Austin entrepreneurship 

programs; and potential on-the-job training of the Cedar Park incubator director by 

current, experienced directors, in a functioning incubator. Even if a complementary 

relationship were not developed with the Austin Technology Incubator, the design of the 

proposed Cedar Park facility would ensure there was minimal competition between the 

two incubators.  

 

Because of the features needed for the proposed Cedar Park incubator and the 

limited availability of existing office space in Cedar Park, it is recommended that a new 

building be developed. While much more detailed facility planning would be required, 

for planning purposes at this stage, we recommend that the incubator’s office space 

comprise no less than 15,000 sq. ft.. with additional space for light manufacturing, 

product testing, and laboratories. Depending on the timing for the Cedar Park incubator, 

lab space and manufacturing area might be rented on the open market, and Cedar Park 

incubator staff, and possibly the first companies, could be housed at the Austin 

Technology Incubator, while Cedar Park facility is being built. 

 

A series of design principles are given for the Cedar Park incubator on positioning 

the incubator within Cedar Park, marketing issues, and funding strategy. Also 

recommendations are made on key operating parameters such as selection of companies, 

types of services, staff and Board of Directors’ roles and responsibilities, and 

performance evaluation. Three years of projected operational budgets are provided. 

Based on a host of assumptions, annual operating deficits are projected to range from 

$187,000 in the first year to about $125,000 in the third year. While the annual operating 

deficits decline over the three years, it is unlikely the incubator will ever produce a profit 

per se on its operations if it provides a full array of services, and if its true costs are 

captured. If the CPDC board adopted a requirement for no subsidy, or a nominal subsidy, 

at some future point, that should be addressed early in the incubator planning process.      

 



                                                                                                                                                             
                                                                                                                                                                       
 

 ix

 

Community Vision  
 

It is imperative that community leaders understand the longer-term aspect of an 

incubator. Sustainability of a Cedar Park incubator will require a multi-year commitment, 

and there must be widespread agreement in creating and sustaining the incubator with 

public resources, before key decisions are made to proceed.   

 

Creating an incubator will not be easy. A successful incubator will require careful 

planning, adequate resources, continuing commitment, and competent execution over 

time. It must be emphasized, also, that expectations should be realistic and that an 

incubator cannot be viewed as a quick fix. The very nature of the expansion process for 

emerging companies ensures that short-term successes will be few.   

 

 Regardless of whether Cedar Park chooses to establish an incubator, we believe it 

can adopt a series of actions which will make the community more entrepreneurially 

friendly. An incubator could be the centerpiece of that strategy. Without that incubator, 

the community can still become the Entrepreneurial Capital of the Austin region and 

perhaps eventually, the Entrepreneurial Capital of Texas. With the incubator, that vision 

can be achieved faster.  
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I.  Introduction 
 
 
Purposes of Entrepreneurial Assessment and Incubator Feasibility Study 
 

To accelerate the growth of technology-based enterprises in Cedar Park, the Cedar 
Park Development Corporation (CPDC) asked the IC2 Institute at The University of 
Texas at Austin to examine (A) options for enhancing the number of entrepreneurs who 
choose Cedar Park for business and home; and (B) the feasibility of establishing a Cedar 
Park technology-based incubator.  
 

The entrepreneur study component was designed to look at current support for 
entrepreneurs and provide recommendations for creating a stronger entrepreneurial 
climate in Cedar Park in coming years. Besides reviewing demographic, educational, and 
economic data, and various plans and reports for Cedar Park, the project staff were 
charged with:  
 

• Interviewing private and public sector executives and stakeholders about the 
city’s business climate;      

 
• Interviewing entrepreneurs located in Cedar Park; and 

 
• Developing a series of case profiles that highlighted entrepreneurial success 

stories and challenges. Each case was to cover the history of the firm, why it is in 
Cedar Park, and its key product(s), projected plans for expansion in Cedar Park.  

 
 

The entrepreneurial assessment also was designed to explore near- and longer-
term entrepreneurship and science and technology-based relationships with the 
University of Texas at Austin as an institution, the IC² Institute, and with UT-Austin 
faculty, staff, and students. The goal of the new relationships will be to enhance Cedar 
Park as a city for technology commercialization and entrepreneurship. 1  A written report 
of key findings, the case profiles, and detailed recommendations was to be submitted at 
the conclusion of the assessment. Specific recommendations were sought on such topics 
as financing, mentoring, and other ways for making Cedar Park even more 
“entrepreneurial friendly.” 

 

                                                 
1  Technology is broadly defined to include knowledge-based companies, medical technologies and 
products, instrumentation, software, biosciences, digital entertainment and multimedia, alternative energies, 
telecommunications, earth sciences, advanced building technologies, electronic components, and 
manufacturing processing and controls. For the purposes of this study, it also included other small 
companies that are primary industrial employers and sell their products and services outside of Cedar Park.  
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 In the incubator feasibility assessment, a number of key questions were to be 
answered. Among those questions were:  
 

• Can applicants be attracted from elsewhere in the Austin Metro region or 
from UT graduates staying in Austin? 

 
• Will a Cedar Park incubator serve a useful purpose for attracting 

entrepreneurs moving to the Austin region?  
 

• What will be the relationships, if any, to the Austin Technology 
Incubator?  

 
• What specialization, if any, should be considered for a Cedar Park 

incubator? 
 

Besides answering these questions, a general plan for creating an incubator was to 
be prepared if an incubator were deemed to be feasible. The general plan was to address 
key design options such as legal and organizational structure; funding strategy and 
sources; positioning the incubator within Cedar Park and the Austin Metro region, and 
marketing issues.  

 
In addition, the incubator feasibility was to provide suggestions and 

recommendations on key operating parameters such as selection of companies, types of 
services, staff and Board of Directors’ roles and responsibilities, and facility options. 
Finally, the report was supposed to contain a timetable for implementing the incubator 
and measures for tracking its performance.    
 
 
Methodology  
 

Staff of IC² Institute conducted both phases over a three-month period from May 
through early August 2003. 2  CPDC materials and prior studies made for the CPDC and 
the City of Cedar Park were reviewed.  Numerous interviews were conducted with key 
economic development professionals, executives of existing companies, entrepreneurs of 
potential incubator companies, CEOs of companies which are beyond the stage at which 
an incubator would help them, potential financial investors, and others knowledgeable 
about the economic climate of Cedar Park. Interviews also were conducted with the 
director of the Austin Technology Incubator and a limited number of entrepreneurs 
currently located in Austin.  

 

                                                 
2  IC2 Institute is part of the University of Texas at Austin.  IC2 stands for Innovation, Creativity, and 
Capital. A description of IC² Institute is given in Appendix VII.  Key personnel were Dr. James Jarrett and 
Mr. Rob Smithson.    
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Limited primary research also was conducted with alumni of the Master’s Degree 
Program in Science for Science and Technology Commercialization at the University of 
Texas at Austin. From the approximately 300 alumni located throughout the world, 20 
alumni, three of whom live in or near Cedar Park, identified themselves as having an 
interest in suburban Austin economic development policies. These individuals were 
signed up to a Yahoo!® Group for the purposes of conducting discussions and collecting 
information. As a group, the alumni are all entrepreneurially oriented, and many have 
firsthand experience with the Austin Technology Incubator as client companies. 
Information obtained during the discussions with the group has been incorporated at 
various points in this report. In addition, several specific questions on issues related to 
entrepreneurial recruitment were asked. The responses to those questions and additional 
detail about the group are presented in Appendix VIII.  
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II.  Entrepreneurial Assessment 
 
 
 
Introduction 
 

This component was designed to assess the current support structure for 
entrepreneurs and provide recommendations for creating a stronger entrepreneurial 
climate in Cedar Park in coming years. The focus also was on small primary industrial 
employers who provide most, if not all, their services and products to customers outside 
of Cedar Park.  
 
 
 
Key Findings About Cedar Park’s Business Climate 

 
 
 The interviews identified a significant number of positive features and advantages 
about Cedar Park. Among the most frequent or insightful comments were the following. 
 

 
• Property costs of all kinds are lower than Austin and some surrounding 

communities; 
 

• High quality trainable employees, comparable to any in the region;  
 

• A large pool of available part-time workers and a substantial number of senior 
personnel from technology companies who could be a resource for new 
entrepreneurs; 
 

• Lower compensation costs than in Austin;    
 

• Locational proximity to Austin provides numerous advantages and benefits, 
without severe disadvantages, except distance to the airport and current 
commuting problems.  

 
• Locational advantage by being centrally located in a fast growing corridor, a 

growing metro region, and near the lake and hill country; 
 

• Development policies, procedures, and ordinances, which are no different than in 
surrounding communities and are less restrictive and less onerous than in Austin. 
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• Adequate land for future expansion and growth, particularly commercial and 
industrial expansion; 
 

• Community size is not too small and not too large or impersonal. It is 
diverse, yet small enough that one can feel a part of the community and 
make an impact in local activities, if one chooses to do so.  

 
• Can-do attitudes by residents; 

 
• Well-educated population and more balanced demographics than in Austin; 

 
• Good school system; 

 
• An improving transportation system;  

 
• The plans for building a new downtown are unique. The new downtown 

offers a chance to be a part of a growing community that is creating its 
own future.  

 
• A very good quality of life, overall.   

 
  

Interviews also identified a number of negatives and perceived disadvantages 
about Cedar Park’s business climate. These included:   
 

• No strong sense of community because of the large number of residents who 
commute--this has resulted in a lack of consensus among community members 
and an inability to attract volunteers for community efforts; 
 

• Locational disadvantages due to transportation distance and transportation 
congestion; 

.  
• A past history of mediocre service by some city departments;  

 
• Excessive turnover in city elected and appointed officials which has led to policy 

changes and a short-term outlook, rather than sustained, multi-year activities; 
 

• Past economic development activities, which emphasized recruitment of large 
companies, were considered “confidential and secret,” and which were poorly 
communicated to many in the local business community.    

 
As can be seen from the comments, the large majority of individuals are quite 

positive about the community, and no one we interviewed was excessively negative. 
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Financing and Capital 

 
There are no widely used methods to measure the available capital for start-up 

companies in a region the size of Cedar Park. The quantitative data simply does not exist 
to answer definitively the question of whether there is sufficient capital available to fund 
new companies. From interviews, the IC² Institute team has concluded tentatively that: 

 
• Debt financing is widely available currently in Cedar Park to credit-worthy 

companies. The banking community is seeking to make good loans. However, 
no Cedar Park banks are interested in providing financing for start-ups as the 
risks are too great. 

 
• Equity funding is very limited and a small fraction of what it was several 

years ago.   
   

One approach to meeting the needs of new companies and the needs of private 
investors in other regions has been creation of an angel network. While the operational 
details differ across communities, essentially an angel network is a vehicle for potential 
investors (“angels”) to review investment opportunities submitted by entrepreneurs. An 
angel network formalizes what may already be occurring informally within a community. 
Frequently it enables more investors to become involved and also provides a discernible 
entry point for entrepreneurs beyond more traditional “word-of-mouth” methods.   
 

An angel network may be particularly 
appropriate for Cedar Park at this time as it 
could be started simultaneously with the 
incubator, even if it was formally independent 
of the incubator. From interviewing 
entrepreneurs and those CEOs who now have 
more mature companies, it is clear that 
entrepreneurs would find a network appealing.  

 
Austin has had an active angel network for many years: Texas Capital Network 

(TCN) model. This is a “dating service” and functions as a “matchmaker” only. Investors 
designate the industries and types of investments they are interested in reviewing, and the 
entrepreneurs who fit that profile are then put together for a meeting. The network does 
not become involved in any other way beyond arranging for the introduction.3 

 
A variation used in some other communities focuses more on a regular series of 

presentations by entrepreneurs to a group of potential investors. With a need for quality 
control over the number and type of presentations, a screening committee often is needed. 
                                                 
3  There is also a new angel network in Austin similar to that of the TCN. Their web site offers application 
and background materials for both entrepreneurs and investors at 
http://www.shermanventures.com/austinxlangelnetwork/index.html . 
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Once the presentation occurs, the network function ceases for that possibility and turns to 
another meeting.  

 
A third alternative is simply to assemble and share a list of wealthy individuals in 

Cedar Park region who would be willing to entertain investment proposals.  
 
Because of the current TCN, and because of the size of Cedar Park, we think 

either the presentation option or the “list” option make the most sense at this time.  
 
A second recommendation to improve financing is that CPDC work in 

conjunction with appropriate lenders to provide more information about SBA-backed 
loans. This would be an educational function for CPDC.  

 
At some future time, we believe CPDC should support one or more educational 

sessions to inform local banks about the special needs of emerging companies which 
posses fewer hard assets and collateral than they normally require. The purpose of these 
information sessions would be to bring the banking community along in terms of how 
start-ups differ from many of their traditional clients, not to pressure them to change their 
lending practices.    
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Cases 
 

In this section, case study profiles are provided on five companies in Cedar Park. 

They vary considerably by industry, length of operation, current employment, and other 

dimensions. A description is provided for each company about its business focus, 

ownership, staffing, and financing, and how its location in Cedar Park affects its 

operations. Some companies also provided comments and suggestions to improve current 

policies and business conditions that would help them in the future.  

 
 
 
 
 

CASE STUDY PROFILE:   
 
 

e-MDs 
(Electronic Medical Document Systems) 

 
 
Overview 
 

e-MDs provides software to physician practices that automates the primary 
areas of a medical practice: charting, document management, practice 
management, and scheduling. They concentrate on practices with fewer than 10 
physicians.    
 
 
Business Focus 

 
e-MDs began in 1996 when the CEO, who was a family practice physician in 

Cedar Park at the time, couldn’t find an acceptable electronic medical records software 
product for his small practice and decided to design his own. After having developed his 
own software, the CEO, a self-described computer nut, decided to commercialize his 
product after he decided that nothing on the market matched his in terms of overall 
performance.   
 

The primary product, topsSuite, provides better patient tracking, reduces the 
possibility of improper medical treatment, improves scheduling, and has a number of 
other beneficial outcomes related to scheduling, room management, billing, and record-
keeping. The product improves internal office productivity and reduces the likelihood of   
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malpractice incidence. Because of quality control 
feature, insurance companies also benefit from 
installation of e-MDs’ software.   
 

Additional revenue capture for physicians is 
a primary attraction as well. The average price for 
the software is $15,000, but because of the 
enhanced revenue recapture, payback of software 
purchase costs occurs within 60-90 days. In some 
cases the company is so sure of this that they will 
actually receive their revenue from the increased 
revenue capture of the physician in a “proof of 

profit” arrangement. The average financial benefit for a physician practice is $75,000 to 
$100,000 annually.   
 
 Most current sales are to 3-4 person physician offices, with others for practices 
with fewer than 10 physicians. A limited number of sales are made to practices with 10-
20 physicians and even some to practices with as many as 60 physicians. However, they 
do not compete in larger markets or hospital software that is dominated by Cerner and 
similar companies.  
 

The current product line has strong market dynamics. Market penetration is still 
less than 10%, numerous medical business and industry journals are emphasizing the 
need for physicians to become more automated and business oriented, and the company 
does not need to do much product advertising—the large majority of their sales are from 
fielding inquiries which come to them.  
 
 The company has 60 employees currently in Cedar Park: 9 programmers, 6 
managers, and the remainder in support, sales, and quality assurance. They also have a 
handful of direct sales people in the field, and they use 20 resellers. Some specialized 
programmers live elsewhere and work for the company under contract.  
 

Growth has been financed internally since inception. General Electric recently 
bought a distant competitor at a multiple of five times their annual revenues, and the CEO 
said a buyout is one longer-term possibility, as is an initial public offering (IPO). The 
CEO holds the bulk of shares in e-MDs.  
 
 
 
Expansion in Cedar Park 
 
 The CEO, who is a graduate of UT-Austin and Baylor Medical School, and his 
wife live on Lake Travis, and plan on being there for many years. From a business 
perspective, Cedar Park has had both advantages and disadvantages.  
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Advantages: 
 

Talent--e-MDs believes Cedar Park’s location provides access to a good 
employees and a ready supply of top notch programming talent. In 
addition to the local labor pool, e-MDs works virtually with several 
programmers who have highly specialized backgrounds in medical 
application software. At one time, the company had difficulty locating an 
affordable patent attorney in the region with whom they felt comfortable 
but that problem has been solved during the past six months.    
 
Land—Several years ago the CEO purchased 6.5 acres and built the e-
MDs building. They have 5,000 sq. ft. for expansion and adjacent land for 
another building when they need it. If a new product launch occurs as 
scheduled and revenues approach the target levels, a significant number of 
employees would need to be hired in the next two years. Under this 
scenario, the new building may be needed in 18-24 months.   
 

   
Disadvantages:  

 
Shopping and higher end amenities (restaurants)—Because of Cedar Park’s size, 
the choices are still limited, although improved from what they were five years 
ago.  

 
Building regulations--According to the CEO, they used an experienced contractor 
from Houston who said he had never had such difficulty with a community in 
constructing a two-story building. According to the CEO, the contractor told him 
that an additional $70,000 in construction costs were directly caused by 
regulations that were unanticipated or changed during the building process.  

 
Transportation--West Whitestone has been a four-lane undivided highway with 
many accidents, including some involving e-MDs employees, caused by not 
having a turning lane. The current resurfacing and road improvements on West 
Whitestone include a turning lane; hence that problem should be eliminated.    
 
 
 

Incubator and University Interaction 
 
e-MDs is beyond the stage of needing an incubator. However it provide an 

impetus for a future Cedar Park incubator in several ways: (1) key senior executives of e-
MDs could provide advice to incubator tenant companies; (2) current employees may 
want to spin out and start their own companies in the future; and (3) the CEO might be a 
source of investment funds for a start-up company in the future; (4) the unused space of 
5,000 sq. ft in e-MDs’ building may be a possible location for an incubator, should the 
company decide not to keep it in reserve for their own growth.     
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e-MDs would like more interaction with UT-Austin. The CEO would be 

interested in interns from UT.  He also feels both himself and the senior executives 
should do more networking in Austin, but they have not gone out of their way to access 
information about upcoming events. (The Cedar Park networking events the CEO 
attended in the past were dominated by service professionals.)  
 
 
 
Comments/Lessons Learned/Outlook 
 

Although the CEO will not leave the lake environs, it is conceivable that he would 
leave Cedar Park if he became dissatisfied. While the CEO is unlikely to want constant 
attention, he does need to be contacted regularly to determine if CPDC and the City of 
Cedar Park can assist his company in any way. This is a premiere software company, 
with the potential for significant growth in employment, sales, and capital investment in 
Cedar Park.  
 
 
For More Information  
 
www.e-MDs.com 
e-MDs, Inc. 
500 West Whitestone Blvd.  
Cedar Park, TX 78613 
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CASE STUDY PROFILE:   
 

ETS Lindgren 
 
Overview 
 

ETS is a leading supplier of electromagnetic energy test, measurement and 
shielding systems and components. It is a division of ESCO Technologies, headquartered 
in St. Louis. 

 
 

Business Focus 
 

In the early 1990’s, ESCO Technologies purchased the Electro-Mechanics Co., 
started in 1952 in Austin, and merged it with other similar businesses to create EMC Test 
Systems. Over the next several years, the business made additional acquisitions and 
through that process became ETS-Lindgren. The business currently employees over 600 
employees and generates revenues of about $100 million. The business is a leading 
supplier of magnetic and RF shielding as well as products used to contain and measure 
acoustic, magnetic, RF and microwave energy. Approximately 130 of the division’s 
employees are located at their Cedar Park facility, which is also their headquarters. This 
location handles the bulk of the division’s R&D, engineering, and the more complex 
manufacturing tasks. 4  Examples of ETS products are shown in a picture excerpted from 
the company literature below.  

 
 

 
                                                 
4  The company that became TKD RF Solutions was spun off from the Electro-Mechanics Company prior 
to its purchase by ESCO Technologies. The owner of this business was Joe Sivaswamy. 
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In the late 1990’s, ETS developed a need both for room to grow and for a more 

electrically quiet location. They started looking in Austin, but quickly found high real 
estate prices, more electrical noise, and perhaps most importantly, a building permitting 
process that took 11 months at minimum. This was unacceptable for their business needs, 
and prompted them to start looking at outlying areas.  
 

Cedar Park quickly became the leading candidate among the sites that ETS looked 
at. Bruce estimated that 80% of their professionals already lived in Round Rock, N. 
Austin, or Cedar Park prior to their move.  There was some initial give-and-take in terms 
of tax generation issues, but once this point was passed, the agreement proceeded 
smoothly. Major positive aspects of dealing with Cedar Park were: 
 

• Single point of contact for handling everything that made the transition user 
friendly from their perspective;  

 
• Rapid permitting process, and the city’s ability to take action in a timely manner 

in general;  
• Flexibility of the process – Cedar Park allowed ETS to occupy a portion of their 

building before the final occupancy permit was issued. This was a very big cost 
saver for ETS, who had to relocate an acquired business from Florida. 

 
• An innovative incentives package was tailored by Cedar Park to meet ETS’ 

needs, rather than trying to make ETS’ requirements fit a standard package. 
Incentives included: 

 
o $270,000 toward facilities construction 
 
o Giving ETS some say in who located near them, which is very important 

to maintaining the quiet electrical environment critical to their business. 
 

 
 
Incubator and University Interaction 
 

Bruce Butler, CEO of ETS Lindgren, likes the idea of an incubator associated in 
some way with UT-Austin. The company already maintains ties to UT’s research in its 
areas of interest. They might have an interest in participating in the incubator in some 
way. Whether this comes in the form of employee participation in business coaching, etc, 
as a form of community service, or more formally through spinout and/or licensing 
activities is an open issue. Their own industry is growing, but at a relatively slow rate, at 
least until the global economy picks up. Bruce also noted that one key missing element in 
the Cedar Park business environment is the lack of a nice place to take clients to for lunch 
or dinner.  
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Comments/Lessons Learned/Outlook 
 

It is IC²’s assessment that ETS is the kind of employer that Cedar Park needs to 
recruit in many respects. The facility that is located in Cedar Park handles their R&D and 
their most difficult manufacturing jobs, both of which would be difficult to impossible to 
move offshore. This should be a concern with any employer recruited in this era of 
globalization. Furthermore, retention of the jobs at the top of the innovation chain in 
R&D have been shown to be critical to long-term success of a region’s economic 
development. As a result, we believe that there are key lessons from this effort that Cedar 
Park should seek to repeat in future recruitment efforts.  
 

• “User friendliness” of the entire process of relocating to Cedar Park should be an 
overriding theme in future efforts. The ETS recruitment had the following user 
friendly aspects, of which the first is probably the most critical: 

 
o Single point of contact on the Cedar Park side for handling both standard 

operations (permitting, for example) and exceptions. 
o Fast permitting process for new construction. 
o Individually tailored incentives, such as the location in an electrically 

quiet area and giving ETS some input into who their neighbors are and the 
park building standards.  

 
• The rate of employment growth for ETS required by Cedar Park was reasonable, 

but only after serious negotiations took place. The initial requirement, according 
to ETS, was unreasonable and unacceptable. This is similar to several other 
interviews in which individuals said job growth requirements were a major 
sticking point.   

 
• Cedar Park branding and image in the general tech sector will be important for 

future recruitment efforts. ETS saw an Austin location as part of their high tech 
image and branding. To get around this, they kept an Austin PO box to send 
literature from and for customer interactions for some time after their move. A 
marketing campaign aimed at getting that same image for Cedar Park among the 
tech community could be a very cost-effective tool in helping to recruit new 
employers and in drawing in prospects.  

 
• A “destination” for tech professionals, clients and customers is missing from 

Cedar Park. The new town center development is an opportunity to remedy this 
situation.  

 
For More Information  
 
www.ets-lindgren.com 
1301 Arrow Point Drive 
Cedar Park, Texas 78613  
Phone: 531-6400 



                                                                                                                                                           ENTREPRENEURIAL ASSESSMENT                                              
                                                                                                                                                                       
 

 15

CASE STUDY PROFILE:   
 

Big Sesh Studios 
Gemini School of Visual Arts & Communication 

 
 
Overview 
 
 Big Sesh Studios offers design and illustration services including 
advertising artwork, packaging, key art, digital photo manipulation, 3D modeling, 
and corporate identity. Gemini School of Visual Arts & Communication trains 
students to be professional illustrators, through a combination of classical training 
and digital media software.  
 
 
 
Business Focus 

 
There are two businesses: a professional illustration group whose primary market 

has been videogame publishers and a professional illustration school. One of the two co-
founders takes the lead with the studio (games) clients while the second is the artistic and 
inspirational leader of the school. Both are classically trained and are professional 
illustrators. The two other key individuals provide administration and marketing 
expertise.    

  
 The two co-founders have a combined 75 years of commercial art experience. 

Their unique backgrounds and why they are located in Cedar Park is described in detail 
on the Big Sesh website. The condensed version is that one co-founder was a student of 
the other co-founder at an art school in England, came to the US after graduation where 
he and his partners began a small videogame development company (Iguana 
Entertainment) in Silicon Valley. In 1995, they relocated to Austin and sold the company 
to Acclaim Entertainment. One of the founders continued with Acclaim after the sale and 
asked his former teacher and mentor to join him in the US. In 2000 they began Big Sesh 
Studios and the State of Texas approval process to open the Gemini School.  
 

 
      



                                                                                                                                                           ENTREPRENEURIAL ASSESSMENT                                              
                                                                                                                                                                       
 

 16

 
 
Big Sesh has been working with a variety of clients in the games industry: 
  
  Acclaim Entertainment/RDAI 
  Bd Fox/Infogrames   
             Namco 
  Activision/Ignited Minds 
  Vivendi Universal Games and Universal Interactive Studios 
  Imagewerks/Activision 
  Microsoft 
  Atari 
  
 
For these clients, Big Sesh designs and executes artwork and illustrations 

for videogame covers, although they are doing more "in-game" artwork, which actually 
appears in the games. Besides game clients, they develop magazine covers, point of sale 
artwork, toy packaging, and CD packaging designs for top US ad agencies. According to 
one co-founder, the mission is simple: 

  
"To create the most stunning and commercially 

viable artwork on the market today." 
 
  Big Sesh Studios has between 5-8 full-time employees, all located in Cedar Park, 

except for one virtual employee. While the contractor model and virtual employees are 
likely to be increasingly used in the games industry, Big Sesh will be performing most 
work in house because of quality control concerns.  
 

One of the distinguishing features of Big Sesh is the co-founders' belief in 
classical art training being a prerequisite to, and foundation for, all subsequent illustration 
and artistic endeavors. In practice that means 
requiring students with a desire to become 
professional illustrators and digital media artists 
to "learn how to walk first" before they run-they 
must master drawing and different levels of 
painting before they start creating digital output. 
Once classical principles are learned and manual 
skills developed, students are taught how to apply 
them to a digital medium.This is more than a 
theory: Big Sesh hires only the highest quality 
traditional artists and then teaches them how to 
create and manipulate graphic images, using the 
latest and most robust software programs.   

 
The Gemini School is the source of 

classically trained students. The second co-
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founder created and operated successfully the Gemini School in England from 1984 to 
1999. During that time, 85% of its students obtained commercial art positions. (Prior to 
that time, this co-founder spent decades working for major advertising agencies as an in- 
house illustrator and then as a freelancer to large publishing companies and international 
advertising agencies in Europe.)  In fall 2003, Gemini's first class will enroll. (Obtaining 
the necessary certification from the Texas Workforce Commission required 
approximately two years, much longer than anticipated.)  The admissions process is 
underway currently for the first class, and it is likely that between 5 and 10 students will 
be enrolled for the four-year program. Tuition per year averages about $15,000. This is 
lower than most fine arts schools, and also more likely to be a better investment as noted 
in the Gemini brochure:  

  
  "Turning Talent Into A Profession"  
   
Growth at Big Sesh has been financed internally since inception. At Gemini, 

which has yet to generate revenues, costs have been covered by profits from Big Sesh and 
from personal savings.  
 
                                                                           

 
Expansion in Cedar Park 

  
The co-founders located in Cedar Park primarily because of an available facility-- 

a single family dwelling, with a configuration that permits separation of the Gemini 
studio, the faculty studio, and space for possible expansion. Gemini's class enrollment is 
limited to 25 students, both because of the desired teacher-pupil ratio and because of the 
facility. If more than 25 students are enrolled at some point in the future, say in 2005, 
then a new facility will be required.  

  
During the past eight months, there have been discussions and activities related to 

Big Sesh being a key element in a new Cedar Park "digital village." The Torpedo Factory 
in Alexandria, Virginia was cited as one possible example of a digital village although 
there are others in Chicago and elsewhere. (See www.torpedofactory.com) The digital 
village possibility has great appeal to Big Sesh: 

  
• They think that in a digital village setting, business and financial management 

resources might be shared amongst various creative groups, much like in an 
incubator;  
 

• To them personally and for their businesses, it is important to have 
opportunities to interact with many bright, creative people in both business 
and the arts.  
 

• They believe creating a high quality destination, such as a digital village 
would make marketing of Cedar Park far easier; 
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• A digital village would distinguish Cedar Park from Austin, which some 
perceive as being too geared toward younger people and young married 
couples without children; and  
 

• They think a digital village could serve as one incentive for luring game 
developers from Austin. Other incentives may be high-class facilities, a 
creative funky environment, and financial arrangements.  

 
  

                                
Incubator and University Interaction 

  
To expand significantly, Big Sesh will need to secure additional financing and as 

a prerequisite, will need to complete a detailed business plan. Although the founders and 
other key employees have business and administrative experience, they lack training and  

expertise in expanding a technology-based business.   
  
Because of the physical requirements of the art studio 

and expansion potential at their current location, it is unlikely 
Big Sesh would be a candidate during the next two years for 
relocating to a physical incubator. However the company 
would be a candidate to receive other incubator services 
virtually that may be developed at a Cedar Park incubator.  
Business plan assistance, financing advice and assistance, and 
most other services in a know-how network, except for 
marketing, may prove beneficial to the growth and operations 

of both Big Sesh and Gemini. The founders' contacts with Austin-area gaming companies 
also could prove valuable in helping recruit other entrepreneurs and emerging game 
companies to Cedar Park.  

  
Additional involvement with UT-Austin also could prove beneficial for the 

company, particularly links with IC²'s Digital Media Collaboration, networking options 
offered through the Austin Technology Incubator and Austin Technology Council, and 
ties with creative programs and individuals at UT. Unlike many firms, Big Sesh will train 
most of its own future employees and has little need for UT-Austin's graduates.  

  
  
  

Comments/Lessons Learned/Outlook 
 
 This type of company is not a traditional recruitment target. However, it is in 
Cedar Park now, has contacts with a range of game companies in the region that could 
develop into a larger critical mass, and also is in need of traditional business assistance 
and counseling to fulfill its potential for sales growth.  
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For More Information  
 
www.bigseshstudios.com  
Big Sesh Studios 
257-2211 (Marketing); 249-1223 (General Information) 
 
www.geminischool.com 
Gemini School of Visual Arts & Communication 
249-1237 
 
501 Prize Oaks Drive 
Cedar Park, TX 78613 
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CASE STUDY PROFILE:   
 
 

SLParkhurst Corporation 
 

 
Overview 
 

Cedar Park-based SLParkhurst Corporation has developed and patented 
Novexium™, a new chemical biotechnology for the elimination of malodorous 
gases emitted from volatile organic sources.    

 
 
Business Focus 

 
The impetus for SLParkhurst came about 4 and ½ years ago, because of 

malodorous gasses emanating from a lavatory near the location of the principal owner. 
That incident began his quest for a product that would eliminate the malodor problem 
plaguing him at his worksite. Originally the intent was to concentrate on a bathroom air 
filtration device, which utilizes disposable Novexium filters to eliminate bathroom odors 
with exceptional efficacy. While that product will be licensed as planned, Parkhurst’s 
business model is now targeting existing consumer markets and products in which their 
unique formulation, Novexium, can be incorporated. (Novexium™ is a trademark of 
SLParkhurst Corporation.) 
 

According to the company’s business plan, Novexium converts volatile organic 
based malodorous gases into a non-odorous, non-volatile solid (salt). Novexium also 
functions as a biocide, destroying potentially harmful airborne germs, viruses and 
bacteria. Because of its chemical conversion process, Novexium is capable of addressing 
various classes of volatile organic based malodorants through custom formulations and 
innovative design of the delivery system. Novexium can be manufactured in a bulk, 
powder stock and can be impregnated onto a wide variety of filter mediums including: 
reticulated polyester, woven and random web technology and air permeable paper. 
Novexium can be combined with existing filter technologies such as activated carbon or 
particulate filters for specialized applications. 
 

Novexium is a breakthrough technology with potentially wide market 
applications. SLParkhurst Corporation has identified more than a dozen potential product 
applications for Novexium formulations spanning consumer, commercial and industrial 
markets.  The company continues to research new market applications and believes there 
are dozens of viable product applications, to be developed over the long term. Some of 
the possible market applications are listed in the accompanying table.  
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CONSUMER MARKET COMMERCIAL MARKET INDUSTRIAL MARKET 

 
• Bathroom Odors (Flatus Gas and 

Urine) 
• Pet Odors 
• Body Odors 
• Cooking Odors (fish, onion, garlic) 
• Baby Diapers 
• Adult Incontinence Diapers 
• Diaper Pails 
• Vomit Odor 
• Soiled Laundry/Laundry Bags 
• Trash Containers 
• Carpet/Furniture Deodorizers 
• Refrigerators 
• Clothing & Shoes 
• HVAC Furnace Filters 
• Feminine Hygiene 
• Personal Care Products 
• Face Masks 
• Tobacco Smoke 

 
• Cabin Air Filtration (autos, 

aircraft, buses, trains, boats, 
RVs) 

• Odor elimination in commercial 
or retail establishments 
including office buildings, 
restaurants, hospitals, medical 
clinics, nursing homes, assisted 
living facilities 

• Commercial Laundry 
• Operating Rooms 
• Bedpans & Colostomy Bags 
• Organic Decay 
• Body Bags & Dead animal 

containment 
• Livestock Containment (dairy 

cows, chickens, turkeys, horses, 
swine) 

 

 
• Petroleum Refining 
• Welding Fumes 
• Electronics 

Manufacturing 
• Food Processing 
• Waste Processing and 

Landfills 

 
 

The chairman owns about two-thirds of the company, with another 20% owned by 
the CEO and the remainder by friends and family, who have invested approximately 
$150,000 to date.  

 
 
 

Expansion in Cedar Park 
 
Last year Parkhurst presented at an Austin regional angel investor session. The 

response was less than hoped for. Since then, the company has revised its executive team 
and significantly changed its business model. A detailed business plan should be issued 
momentarily. 
 
 As noted earlier, the company is focusing its initial business development 
activities within the consumer products market segment. They have targeted Fortune 500 
consumer products companies that have existing products, which require odor 
elimination technology, or are developing new products that could benefit from 
Novexium technology. SLParkhurst has targeted a specific subset of the product 
applications produced by these manufacturers including:  disposable diapers, room 
deodorizers (bathroom, cooking, body and pet odors), personal care products (feminine 
hygiene and hair colorants), HVAC furnace filters, carpet and furniture deodorizers and 
several specialized niche product applications. The company is focusing on product 
applications with annual market revenues of $300M to $16B for each product 
application.  
 

The Company began business development efforts with its targeted customer 
segment in Q2 2003.  Presently, several Fortune 500 manufacturers are evaluating 
Novexium formulations. These evaluations are expected to be completed in the third 
quarter of 2003. Preliminary results reported by the prospective customers have been 
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positive. Novexium enhanced products for aerosol, adult/baby diapers and hair colorant 
are projected to be released in November 2004. Feminine hygiene products with 
Novexium are projected to be released in January 2006. 
 
 The company’s business model is a combination of licensing and bulk supply of 
specific Novexium formulations. The company will license the use of specific formulations 
for specific product applications and markets in return for a combination of license fees and 
royalties. Company management anticipates that the revenue potential of each licensed 
product application for SLP (including license royalties and bulk supply revenues) over a 
five-year period will range from $50M to $250M depending upon the product application 
based upon conservative market penetration estimates ranging from 3% to 5%. The 
company’s bulk supply program provides licensees with formulations in bulk form (drums, 
totes, tanker truck and railcar quantities) for manufacturing Novexium enhanced products. 
 

SLParkhurst will outsource all manufacturing, packaging and shipping of Novexium 
formulations to third party contract manufacturers called Toll Houses, a well-established 
component of the chemical manufacturing industry. Because of this, manufacturing will 
occur outside of Cedar Park; within several years, however, 30-50 employees are expected 
for the company’s headquarters office, even without manufacturing. Most of these would be 
high-level positions in sales, marketing, and research and development in Cedar Park. 
Within five years (2008), employment is anticipated to reach approximately 100 positions.  
  
 Parkhurst is housed currently in Human Systems Technologies. The principal owner 
and chairman appears committed to growing the company in Cedar Park and has considered 
a range of ideas about assisting CP entrepreneurs in the future, based on his expected 
financial benefits from SLParkhurst. Currently the company is seeking bridge financing ($1 
million) to hire select personnel, to continue R&D, marketing, and negotiations with 
potential licensees, and to enhance its equipment, facilities, and product testing.     
 

  
 
Incubator and University Interaction 

  
Over the past two years, this company would have benefited from being in an 

incubator and receiving business assistance and counseling to fulfill its potential for sales 
growth. Lab space also would have proven very beneficial. Because of a new CEO, and 
the recent developments with the US consumer products companies, SLParkhurst’s need 
for an incubator has diminished. Key owners and senior executives could still benefit 
from participating in more networking and educational opportunities through the Austin 
Technology Incubator and the University of Texas at Austin. This company also has 
numerous critical decisions (financing, staffing, pricing etc.) before it during the next 18 
months, and additional expertise from a know-how network may prove useful.    
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Comments/Lessons Learned/Outlook 
 
 This company is in Cedar Park now and has strong ties to the community. It has 
been nearly invisible locally, and because of its licensing model, it will never employ 
hundreds of local employees. Yet, SLParkhurst does have substantial potential to 
generate a large number of high quality jobs and to produce substantial tax revenues 
without requiring significant infrastructure.  
 
 
 
For More Information  
 
SLParkhurst Corporation 
771-0457 
300 E. New Hope Road, Bldg. 201 
Cedar Park, TX 78613 
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CASE STUDY PROFILE:   
 

Flame Technologies, Inc. 
 

 
Overview 
 

Flame Technologies Inc is a manufacturer of industrial-grade gas cutting tips and 
tools. Their customers include the steel industry and major industrial product 
manufacturers who have their own foundry operations, as well as other heavy industrial 
users with a need to cut steel. They have a global customer base. 5  

 
 
Business Focus 
 

Flame Tech was originally founded as Tex Tip in Austin in 1979. Chuck Toops, 
who lived in Houston at the time, became a stockholder in 1980, and he moved to Austin 
a year later to take over active management. The name was changed to Flame 
Technologies in 1982. In 1987, Chuck and his wife Carol became the sole owners of 
Flame Tech. Flame Tech presently sits on approximately eight acres near the intersection 
of Cypress Creek and 183, where they have been for approximately 12 years. Most of the 
land is available for expansion.  
 
 
 

 
 
Flame Tech’s product lineup includes cutting torches.  
 
                                                 
5  This case may be modified after feedback is obtained from a company official.  
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Current Business Needs 
 

Flame Tech currently has about 40 employees, most of whom are hourly 
employees receiving approximately $10/hr. Their number one community concern is the 
lack of nearby affordable housing, which causes many of their employees to have a 
substantial commute. Until three years ago, they had considerable difficulty hiring people 
and actually had to bus people from Lampasas. At present, they have plenty of 
applications.  
 

On the business side, like many small businesses, health insurance costs are a 
major problem. They are not a workmen’s compensation subscriber, and there is a good 
possibility that the business would have experienced dire trouble in 2000 had they been a 
subscriber. It is their belief that there is little that can be done on a local level to alleviate 
this problem. In addition, they have had issues in the past with expansion. The permitting 
process was longer and more difficult than it should have been. They have seen some 
evidence recently that Cedar Park is working to bring cohesiveness to this process.  
 

Flame Technologies and Mr. Toops also have a history of private business 
incubation. Their first success story was TW Medical (www.twmedical.com), a 
veterinary medicine supply business founded in 1984. They are now a recognized leader 
in this sector, with over 1,500 worldwide customers and were named by Inc. Magazine as 
#82 on their list of the 500 fastest growing private companies in America in 2000. TW 
Medical has outgrown the space on Cypress Creek and is no longer located in the Flame 
Tech facility. It still has a Cedar Park mailing address.   
 

Ken Hays, Vice President of Operations for Flame Tech, presently serves as the 
CEO of another venture being incubated at the Flame Tech facility: Silicon Hillz 
(www.siliconhillz.com). Silicon Hillz is a rural ISP and virtual radio station with plans to 
become a billion dollar business within 60 months. They currently have about seven 
employees, and will expand to 12-19 if they get their next round of venture funding.  

 
 

For More Information  
Flame Technologies, Inc. 
P.O. Box 1776 
Cedar Park, TX 78630 
Phone: 219-8481 
www.flametechnologies.com 
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Vision and Key Elements To Achieve The Vision   
 

Cedar Park can become the Entrepreneurial Capital of the Austin Metro area. In 
five years, it should strive to be known as the Entrepreneurial Capital of Texas. These 
visions are within the grasp of economic development officials. Recommendations to 
achieve that vision and enhance the number of entrepreneurs who choose Cedar Park for 
business and home are presented below. 
 

A Know-How Network For Emerging Companies--While financing is 
essential, it is by no means the only element needed for a strong entrepreneurial climate 
to exist in Cedar Park. Most start-up companies will have CEOs with strong technical 
backgrounds, but needing further development of some type of business acumen. 
Marketing planning is invariably required, and strategic planning and financial operations 
are frequently needed. In addition, emerging technology companies often require 
specialized legal counsel (intellectual property law).    
 
 The Austin Technology Incubator (ATI) of the University of Texas at Austin has 
bundled providers of these services (and others) into a Know-How Network. (An 
incubator, however, is not needed to develop this type of service.)  The network consists 
of professionals in 13 different categories (legal, accounting, payroll, human resources, 
insurance, advertising and marketing, etc.) There are several hundred individuals and 
companies in the know-how network presently. For each, the directory includes contact 
information, services offered, rates and types of discounts, and client references. Service 
providers frequently offer services at discounted rates to ATI companies. 6 
 

ATI staff meet once a year with the CEOs of resident companies to determine 
which service providers they have used and to obtain their evaluations of the service 
providers on a 1 to 5 scale. ATI staff also make referrals to those persons or companies 
the staff believe are among the best in Austin, whether or not they are listed on the know-
how network. In almost all cases, ATI staff usually provides at least 2 or 3 names to a 
company that seeks a referral so that it is the company’s decision, not a staff decision. 

 
The Austin Technology Incubator approach is a reasonable one in our view. A 

similar approach could be used in Cedar Park, and certainly should be established if an 
incubator moves forward. However, because the Austin region has most of the requisite 
services for supporting the development of a stream of new companies, developing a 
separate, comprehensive know-how network should not be a high priority for the near 
term.   

 
We view the know-how network as complementing existing services from the 

Small Business Development Center.  SBDC counseling is a valuable source of expertise 

                                                 
6   Additional information about services to incubator companies can be seen at: 
http://ati.ic2.org/main.php?a=5&s=0&x=5   
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for some start-up companies in Cedar Park. Because of the intensity of work required 
with some companies, because some assistance may need to be highly specialized, and 
because of the SBDC’s own budget constraints and its mission to serve multiple counties 
and all types of interested parties, however, it is unlikely that SBDC can handle the full 
range of needs for start-up companies.   
 
 Based on our interviews, we are suggesting that the following elements also be 
considered for the entrepreneurial strategy.  
 

Entrepreneur Advisory Council—Existing Cedar Park firms, particularly 
smaller ones whose markets are outside the city, have received inadequate attention in the 
past. An advisory council could serve a pipeline for entrepreneur concerns and 
suggestions. If the CPDC board had one session each year and the CPDC executive 
director met with the group several times a year, entrepreneurs will feel more identity 
with the community. Besides serving as a sounding board and providing input, the 
Advisory Council could establish a Meet The Entrepreneurs Series, at which local 
entrepreneurs would tell their story. The Council could also could determine if there was 
merit in creating one or more recognition awards such as:  
 
    Technology Company of the Year 

Spirit of Entrepreneurship Award of the Year (Individual or Company) 
 

A special committee could be established for the technology award(s) and 
represent multiple entities in Cedar Park, even if the awards are presented by a single 
organization.     

 
Coordinated, One-Stop Entrepreneurship Program--Cedar Park should 

implement a coordinated program through the CPDC. The program could include many 
discrete elements and be phased in as resources permit. We believe some of the elements 
and services will serve existing and future entrepreneurs, and others will be aimed 
primarily at existing or future companies.  
 
 

1. Increase visibility with entrepreneurs within the Austin region--Blabbermouth 
Inc., a local company providing advertising, branding, promotions and strategic 
communications services, is owned by a Cedar Park resident and has many ideas 
for this. 7  
 
 
2. Develop a cost-sharing consulting mechanism to help existing companies--
CPDC could pay some portion of the fees for services provided to small 
companies for: 

 
 Business plan development;    

                                                 
7  See http://www.blabbermouthpr.com 
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 Mentoring on marketing, advertisings, customer relations 
management, strategy, and human resource management;   

 Market research on behalf of existing small companies that do not 
have the staffs or expertise to do it themselves; 

 Evaluation of technologies; 
 Website design and information technology.  

 
Individuals interviewed for this project identified all of the above services.  

  
 
 3. Sponsor training sessions both independently and in conjunction with other 

organizations: 
    

 Quality certification training; 
 Training and seminars aimed at specific Cedar Park clusters, for 

instance, sessions for building and construction companies 
delivered by personnel from the Construction Industry Institute at 
UT-Austin;   

 Financing needs of emerging companies. 
    
 

4. Create a new product development fund to help existing small businesses 
develop new products and services for sale outside Cedar Park boundaries. CPDC 
could establish specific criteria in performance agreements. Another option would 
be to examine if CPDC could work with existing Cedar Park lenders to provide 
capital at below market rates for new product development. This fund would be 
directed at businesses already selling mostly outside of Cedar Park.  

 
  
 5. Provide incentives for existing small businesses through a Small Grant Fund. 

This grant fund would partially offset costs on a matching basis (50% from CPDC 
and 50% matched by the companies) for activities that:  

 
 Improve participation by Cedar Park’s start-up companies in 

industry networking and marketing events by allowing companies 
to charge a portion of their registration fees to CPDC.  

 
 Assist small private companies to apply for Small Business 

Innovation Research Program (SBIR) grant opportunities issued by 
federal government departments. The cost of a grant development 
effort would be fairly inconsequential and could be initiated 
independently of, or in conjunction with, the incubator.  

 
 Encourage existing small Cedar Park businesses to expand beyond 

Cedar Park. Most existing small businesses are not primary 
industrial employers and do not sell products and services outside 
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Cedar Park and its immediate environs. Some businesses, however, 
may have ideas to expand their markets. Small grants of limited 
financial assistance could be given to small companies to offset a 
portion of their costs. These grants would be for companies which 
currently sell mostly to local customers, in contrast to the product 
development fund described above.   

 
The small grant fund should provide assistance only to a small 
number of companies each year.    

 
 
 6. Expand near- and longer-term entrepreneurship and science and technology- 

based relationships with the University of Texas at Austin as an 
institution, the IC² Institute, and with UT faculty, staff, and students. The 
most reasonable short-term alternatives are in marketing and in a variety 
of educational interactions.  
 
Marketing— 
 

To raise Cedar Park’s visibility among entrepreneurs and 
especially with entrepreneurs who may be relocating their 
companies in the next several years, sponsor events and receptions 
at the Austin Technology Incubator and Clean Energy Incubator. 
This might include several open houses or tours of Cedar Park 
(proposed downtown, Hur Industrial Park and other buildings with 
available space now, overview of CPDC incentives etc.) and 
wrapping up with a golf game or other type of social event for 
interested parties.  
  
To raise Cedar Park’s visibility among graduating masters 
students, sponsor events and graduation awards for MBA 
graduates of UT and particularly, graduates of the Master of 
Science in Science and Technology Commercialization. This could 
also include awards for strong business plans in internal program 
competitions. Also, UT-Austin each year hosts the Moot Corps 
competition for business plans by teams of undergraduate students 
from universities in the US and select foreign countries. 
Sponsorship of an award or event would raise visibility among 
both students and local residents who participate.   
 
Meet with University of Texas licensing officials regarding 
incentives for companies being commercialized with UT 
intellectual property.  

 
   
  Additional Programmatic and Educational Interaction-- 
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CPDC could provide funding for a number of entrepreneurs to 
attend seminars in the Austin region, for instance the highly rated 
seminar on obtaining Small Business Innovation Research 
Program (SBIR) funding. Or if demand were sufficient, CPDC 
could sponsor that seminar in Cedar Park.  

 
CPDC could inform interested Cedar Park entrepreneurs about 
upcoming UT events through a monthly electronic newsletter.  

 
CPDC could serve as a broker mechanism for small companies in 
Cedar Park who may want to employ UT students for select tasks 
(website design) or actually create an internship program for 
summer 2004 with UT-Austin and other nearby educational 
institutions such as Texas State University. Several Cedar Park 
entrepreneurs mentioned that they have lost touch with UT-Austin 
as they have focused on their own issues, but would like to have 
more interaction, if they could easily access UT’s resources.  
 
IC² could provide a range of non-degree courses and session on a 
variety of topics.  
 

  
   
Entrepreneurial Targets and Strategy  
 
 
 Target Industries 
 
 Our recommendation is that your first priority be placed on assisting those small 
primary industrial employers already located in Cedar Park to expand. The cases 
provided earlier in this section identify some of the companies.   
  
 Our recommendation is that CPDC focus its attention on new companies in the 
following key industries: 
 

• Nanotechnology 
• Clean energy 
• Biotechnology 
• Game development and software 
• Wireless 
• Instrumentation  

 
Special attention should be given also to several sources, which may produce multiple 
new companies: 
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• Companies graduating from the Austin Technology Incubator 
• Companies graduating from the Clean Energy Incubator 
• Incubation-type companies (Head Start Sciences/Applied 

Nanotechnologies) 
• Texas State University’s Nanoparticles Applications Center 

 
Also, Austin-based companies needing more space, such as Nanotechnologies Inc. and 
companies with manufacturing plans would be particularly good matches for Cedar Park. 
Also, in connection with Big Sesh Studios, and the past work on a Digital Village for 
Cedar Park, we think now would be an opportune time to conduct some type of census of 
Austin game development companies and also clean energy companies. Those could 
provide information on needs and desires of those companies, which may prove useful 
later for recruitment.   

 
 
Communicating With Entrepreneurs 
 
As part of CPDC’s entrepreneurship activities, we believe a general statement and 

handout should be developed for entrepreneurs on what CPDC is emphasizing and what 
the CPDC will NOT consider. Much as foundations provide guidance to prospective 
requestors, we believe it would prove useful for potential applicants and possibly other 
publics to have more specificity. Innovative financing arrangements should not be 
foreclosed, nor should the Board’s ability to respond to unique proposals. However, the 
situation with start-up companies is different in many respects than dealing with mature 
companies being recruited. 

 
Most start-up companies have never sought state or local government financing.8   

They are unaware of what exists and also must be educated about the differences between 
investments made by public sector economic development entities and those entered into 
than private investors. If entrepreneurs know that CPDC prefers to enter into performance 
agreements of certain kinds, key criteria and measures, timing of incentives, and other 
important guidelines, that should prevent misunderstandings and also result in self-
screening.  

 
We also believe that any material developed should emphasize there are multiple 

criteria which will be used to evaluate proposals. Start-up companies in particular, see job 
target requirements as being especially problematic because of the uncertainties 
surrounding the timing of their growth. Several current Cedar Park entrepreneurs noted 
that they shied away from CPDC negotiations because of what they felt were unrealistic 
employment targets. Also half of the entrepreneurs in an online session conducted by IC² 
reacted negatively to employment targets, for a variety of reasons, including that 
personnel costs are usually the major cost for a start-up company. More emphasis on 
sales tax generation may be in order. However, whatever decisions are made by the 
CPDC board, should be communicated.  
                                                 
8  Most small companies experiences with federal financing are limited to SBIR or STTR programs and a 
vague notion about SBA funding. 
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As a practical matter, we believe this information can be provided through one or 

more examples shown on the CPDC website. A link off of the current site, which is 
developed for entrepreneurs would signal the CPDC’s interest in them as potential 
recruits and also will enable information to be tailored to their interests. Combined with 
the other material already on the CPDC website, entrepreneurs would leave with a very 
positive impression.  

 
  
 Strategic Issues for the Board 
 

Other board issues related to entrepreneurship strategy, which will need to be 
addressed, if they have not been already, are: 
 

Preferences for second stage companies—It may be CPDC will want to 
test the waters somewhat by putting emphasis on companies 
graduating from incubators.  

  
  Developing internal decision criteria—Will CPDC decision criteria be the 

same if you have five prospects as when you have 10-15 
prospects? We raise that issue because we believe that the response 
to a concerted marketing campaign on entrepreneurs would 
produce a large number of inquiries.    

 
Importance of Entrepreneurs--Where do entrepreneurial prospects rank 

compared to traditional prospects? This needs to be decided, as it 
will affect how much prospecting is performed. Many local 
companies are seeking funds and CPDC and staff should be 
prepared for numerous inquiries from companies who are seeking 
money, lower cost structures, and fewer regulations than those 
imposed by Austin.   

 
 
 
Summary Comments 
 

CPDC can increase its focus on entrepreneurs, without a large investment and 
without abandoning its traditional focus on recruitment, and more recent concern with 
retention.  
 
 To recapitulate the recommendations made earlier, entrepreneurship would be 
enhanced by the following actions: 
 

• Enhance financing options available to entrepreneurs 
through activities to promote more angel investing and 
greater usage of SBA-backed loans;  
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• Consider developing longer-term a “know-how network” of 

professional service providers to offer services at 
discounted rates to companies in the incubator; 

 
• Create an Entrepreneur Advisory Council; 

 
• Develop a Coordinated Program on Entrepreneurship 

comprised of: 
 

o Marketing to Entrepreneurs in the Region 
o A Consulting Service for Start-Up Companies 
o Training Sessions 
o New Product Development Fund 
o Small Grant Fund 
o Variety of Activities to Enhance Interaction with 

UT-Austin and Local Educational Institutions  
 

• Adopt An Entrepreneurial Strategy, Placing Priority on: 
 

o Existing Start-up Companies in Cedar Park 
o Potential New Start-Up Companies in 

Nanotechnology, Clean Energy, Biotechnology, 
Game development and software, Wireless, and 
Instrumentation  

o Sources which may produce multiple new 
companies, such as the Austin Technology 
Incubator, Clean Energy Incubator, and incubation-
type companies, and Texas State University’s NAC. 

 
o Communicating through a general statement and 

handout for entrepreneurs on what CPDC is 
emphasizing, what the CPDC will NOT consider, 
and the various criteria that will be used for the 
performance agreements.  

 
 

The most important priorities, in our view, are the creation of the Entrepreneur 
Council, establishment of the coordinated program, especially the marketing, consulting, 
and university interaction components, and undertaking a concerted effort to meet in 
coming months with entrepreneurs in the targeted industries and sources. These steps will 
be a good start for Cedar Park to become the Entrepreneurial Capital of the Austin Metro 
area. 
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II.  Incubator Feasibility 
 
 
 
Incubators In Brief 
 
  

“Incubators help entrepreneurs succeed by providing a supportive environment 
that does not squash the entrepreneurial drive.  Entrepreneurs can focus on 
business development without having to deal with facility and infrastructure 
hassles. They also have access to the business expertise of incubator executives 
and benefit from peer interaction, shared services, and an extensive network of 
resources.  Incubation programs catalyze the process of starting and growing 
companies by providing entrepreneurs with the expertise, networks and tools they 
need to make their ventures successful. These programs help emerging businesses 
survive the risky start-up phase by providing them with an array of business 
support services, such as flexible leases and on-site business counseling, with a 
goal of graduating successful firms that create jobs and build wealth in their 
communities.” 

Bonnie Herron, Intelsys.com, President of the National 
Business Incubator Association 

 
 
 

A recent survey by the National Business Incubator Association identified 950 
incubators, an increase of more than 60 percent since 1998. 9  The most common goals of 
incubation programs are: 

 
• Creating jobs 
• Enhancing a community’s entrepreneurial climate 
• Retaining businesses 
• Building or accelerating growth in a local industry 
• Diversifying the local economy 

 
Incubators are very diverse in their services, industry specialization, location, and 

sponsorship. The most common services provided are shown at the top of Table I.  
 
As can be seen, the most common services are help with business basics, 

marketing assistance, networking activities, Internet access, shared administrative and 
office services, help with accessing commercial bank loans, a link to a higher education 
institution, accounting and financial management, help with noncommercial loan funds.  
Other common services provided in approximately two-thirds half of the incubators are: 

                                                 
9  National Business Incubator Association, 2002 State of the Business Incubation Industry, Sally Linder,  
   NBIA, Athens, Ohio. 
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links to strategic partners, help with presentation skills, shadow advisory boards and 
mentors, human resource and personnel assistance, and links to angel and venture 
investors.   

 
Industry Specialization—As shown in Table II, the majority of US incubators are 

mixed use—slightly under half in the 2002 NBIA survey. Slightly more than one in three 
incubators are oriented to technology companies. Only one in ten incubators specializes 
in manufacturing or is targeted on a specific technology such as biomedicine, food 
products, or the arts.   

 
 
Table I.  Percent of Incubators Offering Various Services 
 

 
Business Assistance Services that offer % of responding 

incubators 
Help with Business Basics 94 
Marketing Assistance 80 
Networking Activities   80 
Internet Access  79 
Shared Administrative Services 77 
Help with Access to Commercial Loans/ 
Loan Funds/Loan Guarantee Programs 

77 

Links to Higher Education Institute 76 
Accounting/Financial Management 74 
Investor/Strategic Partner Linkages 69 
Help with Presentation Skills 65 
Shadow Boards/Mentoring Programs 63 
Human Resources/Personnel Training   61 
Links to Angel Investors or Venture Capitalists  61 
Help with Regulatory Compliance 59 
Help with Business Etiquette  59 
Comprehensive Business Training Program  58 
Assistance with E-Commerce  58 
Specialized Equipment/Facilities    58 
Federal Procurement Assistance 56 
Technology Commercialization 55 
Management Team Identification  53 
Manufacturing Practices Assistance 50 
General Legal Services 49 
International Trade Assistance 49 
Intellectual Property Management 45 
Product Design Assistance 42 
Economic Literacy Training 34 
In-House Investment Funds  33 
Loaned Executive To Act In Management Capacity 32 

 

 Source: NBIA, 2002.  
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Table II.  Incubators By Industry Specialization  
 

 
 
47% - Mixed Use  
37% - Technology (general)  
10% - Manufacturing  
  6% - Service  
10% - Community Revitalization/Niche Markets/Other  
 

Source: NBIA, 2002 
 
 
 
Incubator Location—The majority of incubators are located in urban (44%) and rural 
(31%) locations, with about one in six incubators located in suburban areas.  
 
 
Incubator Sponsorship—Eighty-four percent of all incubators in North America are 
sponsored by non-profit entities. This includes governments as well as private non-profit 
organizations that have an economic development mission. About 25 percent of 
incubators are affiliated with universities and colleges, with about one of every six 
incubators sponsored by governments and a similar proportion sponsored by economic 
development organizations. Private, for profit entities operate one in six incubators.   
 
 
 
Incubators: Are They An Effective Use of Public Resources? 
 
 The National Business Incubator Association states that North American 
incubators have assisted more than 35,000 start-up companies. According to NBIA 
figures, these companies are providing full-time employment for 82,000 individuals. The 
industry group also provides the following information as an indication of the value of 
incubators: 
 

• For every $1 of estimated annual public operating subsidy provided the incubator, 
clients and graduates of NBIA member incubators generate approximately $45 in 
local tax revenue alone.  

 
• NBIA members report that 84 percent of incubator graduates stay in their 

communities and continue to provide a return to their investors.  
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• Every 50 jobs created by an incubator client generate another 25 jobs in the 
community 

 
• Publicly supported incubators create jobs at a cost of about $1,100 each, whereas 

other publicly supported job creation mechanisms commonly cost more than 
$10,000 per job created. 10 

 
Various other sources were examined to provide additional information about the 

value of incubators. Information is presented below from two individual incubators: the 
Austin Technology Incubator, and one academic case study, and then from two 
comprehensive reviews of incubators by third parties, who are not associated with an 
incubator industry group.   

 
There are plans for a detailed economic impact study of the Austin Technology 

Incubator (ATI). Unfortunately, that has yet to occur and the data currently available is 
estimated only. Since its creation in 1989, the Technology Incubator is estimated to have 
generated 2800 direct jobs, at a per job cost of $4642. The other estimated impacts are 
noted in Table III.  In addition, ATI has assisted over 120 companies. Four ATI 
companies have been involved with initial public offerings, and 13 have merged or been 
acquired. Graduates of the ATI are projected to occupy 400,000+ ft2 of commercial real 
estate in the region.  
 
 
 
Table III.  Estimated Impacts of Austin Technology Incubator  
(From 1989 Through End of 2000) 
 

 
 
 
 
 
 
 
 
 
 
 

 
Note: The total costs since inception are estimated at approximately $13 million. About forty percent of 
that is estimated to be annual operational costs and the remainder capital costs and subsidies from the 
University of Texas at Austin.  

 
 
 

                                                 
10  No evidence was cited in the most recent NBIA report for these figures.  

Total Results Results Per Dollar Spent
New Direct Jobs 2800 $4642 per direct job 
New Indirect Jobs 7200 $1805 per indirect job
Total New Jobs 10,000 $1300 per new job 
Revenue $1.4 billion $108 per dollar spent 
New Investment $600 million $46 per dollar spent 
Acquisitions $403 million $31 per dollars spent 
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Of course few incubators have generated the impacts ATI has. ATI was in a 

rapidly expanding region during a rapidly expanding time period for technology, and also 
was selected as the best incubator nationally in 1994. ATI’s experience will not be a good 
indicator of what a Cedar Park incubator is likely to generate.   
 
 One of the best and most detailed analysis of an incubator’s impacts was a case 
study reported in the August 1995 edition of the Economic Development Quarterly.11  
The exact location of that incubator was not revealed although it appeared to be a small 
community in the Midwest. The incubator started with 17 employees in 1987 and by 
1993 had 319 employees. Markley and McNamara figure that using the multiplier effect, 
the 319 new jobs at the incubator added an additional 152 indirect jobs within the county. 
The authors calculate that the incubator cost the community $6,580 per job, not counting 
the jobs resulting from the multiplier effect. The authors compared that to the cost of 
luring an automobile assembler, which they calculated at $11,000 per job for the Nissan 
plant at Smyrna, Tenn., to $50,588 for each job at the Subaru-Isuzu plant in Lafayette, 
Indiana. 
 

Two studies, one in the United States and one in the European Union, have 
examined the experiences of a large number of incubators.  
  
 A recent analysis for the Economic Development Administration of the US 
Department of Commerce reviewed all published studies about incubators.12  It provides 
extensive information about many different aspects of incubators. Among the key 
findings: 
 

• New enterprises that receive the benefits of a business incubator have low failure 
rates (13.9%),  

 
• The survival rate of incubator graduate firms is significantly higher than the 

general population of new ventures. 
 

• Upon graduation from an incubator, 87% of the companies remain in the local 
community. 

 
One of the studies reviewed, DiGiovanna and Lewis (1998) calculated that the average 
public sector cost per direct job created by six technology incubators in New Jersey was 
approximately $3,000, significantly less than “traditional industrial recruitment 
programs,” which had an average public sector cost per job of over $40,000.  Other 
evidence of the costs per job created by technology incubators, in the period from 1990 to 

                                                 
11  “Economic and Fiscal Impacts of a Business Incubator,” Economic Development Quarterly, 9(3): 273- 
   278, Deborah Markley and Kevin McNamara. 
 
12  Does Technology Incubation Work? A Critical Review, David A. Lewis, Rutgers University, 2001. 
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1994, indicates that the costs ranged from a low of $3,000 to a high of $11,353 (see Table 
IV). 
 
 
 
Table IV.  Public Sector Cost Per Direct Job Created By Technology 
Incubators 
 

 
Author      Year  State       Cost per Job 
 
Maryland Department of Economic and 
Employment Development    1990  Maryland  $3,000 
DiGivonna and Lewis     1998  New Jersey $3,000 
Culp       1996  Georgia  $3,785 
Roberts at. el.      1990  Iowa  $5,916 
Human Resource Investments   1994  Ohio   $6,609 
Human Resource Investments    1994  random            $11,353 
 
 
Sources: Culp (1996), Robets et al. (1990), Human Resource Investments (1994), DiGiovanna and 
Lewis (1998), and Maryland Department of Economic and Employment Development (1990). 13 
 

 
 
 
 The second major review was conducted by the European Commission and was 
entitled, Benchmarking of Business Incubators.14  Key findings include: 
 

• About 900 business incubators exist in the European Union; 
• Current incubators are generating around 30,000 gross new jobs annually; 
• An additional 10,000 new indirect jobs are created in local supply chains each 

year; 
• The average gross cost per job to public authorities is around 4,400 euros (net).15 

 
 

The European Union review was extensive and also yielded information that can 
be used both in the design and performance evaluation of an incubator. (Table V.)  The 
European Union report concluded: 
 

"Overall, this report suggests that business incubators are a very cost-
effective instrument for the promotion of public policy objectives. The 

                                                 
13  These were noted in the David Lewis review.  
 
14  European Commission Enterprise Directorate General, Final Report, Benchmarking of Business 
    Incubators, February 2002. 
 
15  In today’s dollars, after conversion, the cost would be $5060.  
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relatively low cost per job (4000 EUROs) and other less easily 
quantifiable benefits demonstrated by business incubators covered by this 
research suggest that they are a very effective method of promoting 
knowledge intensive, new technology-based activities. Direct comparisons 
with other types of schemes are difficult to make, one reason being that 
incubators usually combine many features of other schemes (e.g. the 
provision of advisory services) and/or are closely linked to them.” 

 
 
 
Table V.  European Union Data 
 
 

 
        Source: European Commission, 2002 
 
 

This conclusion mirrored that of the EDA sponsored review, which concluded 
that the large bulk of the research on public sector–supported technology incubators 
indicates they have been a cost-effective economic development tool. There are 
differences across jurisdictions in the costs per job created, which reflects differences in 
performance, types of incubators, time periods, data collection methods, and other 
factors. Yet it seems clear that the preponderance of evidence shows incubators can 
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produce economic benefits for communities, if the incubators are properly designed and 
effectively implemented.  

   
 
 
The Austin Region 
 

There is no doubt that Cedar Park can create an incubator. Early, Texas, a small 
community near Brownwood, has an incubator, and communities smaller and less 
technologically sophisticated than Cedar Park have incubators. However, it is essential to 
look beyond the capability and desirability of an incubator. 

 
An incubator requires three things to be successful initially in its mission of job 

creation: 
 

1. Entrepreneurs 
2. Intellectual deal flow (ideas, intellectual property, ties to research, etc) 
3. Capital (Angel, Venture, government)  

 
We believe that Cedar Park can access all three, with proper planning and 

execution.  
 
At least two additional questions must be asked about a potential Cedar Park 

Incubator:  
 

• Is there a market need for a new incubator in the Austin region?  
 

• Does it fit with the community’s long-term economic strategy? Is there a 
consensus within the community about the need for an incubator? Are there 
resources that can be committed over the next decade to ensure its success? 

 
 We believe the first question can be answered, “yes.”  We are unsure about the 
second question.    
 
 

Sources of Entrepreneurs and Intellectual Deal Flow--The key sources of 
entrepreneurs and deal flow in our estimation are: 
 

 
Existing entrepreneurs in Cedar Park and the region who would benefit 
from being in an incubator; 

 
Spin-outs from existing major employers and smaller companies—
Individuals who are currently working in larger companies within the 
region who leave to start their own company; 
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Graduates of UT-Austin, Texas State University, and graduates from 
elsewhere who wish to start their companies in the Austin metropolitan 
area—All types of graduating students (for example, MBAs and those 
with Associates degrees and significant experience) in many different 
fields; 
 
Entrepreneurial Recruits—Cedar Park has an opportunity to attract small 
companies from Austin, and perhaps from outside the region. Some 
entrepreneurs may find quite attractive a shorter commute, more 
responsive local government, and a smaller community with its best years 
ahead of it.      
 
Personnel in Transition—While this segment of the population is normally 
not considered a large source of entrepreneurs, there are early retirees in 
Cedar Park as well as those separated from technology companies who 
may have the skills and desire to start new enterprises.   

 
 

Market Demand—There is a clear market opportunity in meeting needs that 
cannot be met currently by the Austin Technology Incubator (ATI). Although ATI is a 
premier incubator on both the local and national level, its facility-induced limitations 
have made it a de facto information technology (IT) -focused incubator. The Cedar Park 
facility could be designed to support companies whose needs go beyond office space and 
Internet connectivity: light manufacturing and non-IT laboratory facilities. This approach 
would also provide a competitive advantage over San Antonio’s virtual incubator 
approach and the information technology-focused incubation facilities of local venture 
capital firms.16  This type of facility would be mixed-use, with a traditional office 
component that will serve entrepreneurs in diversified fields and those not wishing to 
locate their businesses in Austin.  

 
The Clean Energy Incubator, a program of ATI and IC² Institute, in particular 

attracts companies that need lab and experimental space to prototype, test, store, and 
display their equipment. Two examples of CEI companies that are facility-limited by CEI 
are Windkraft (www.windkraftusa.com) and Forbis Energy Solutions Inc. Windkraft has 
a demonstration version of its wind turbine that is small enough to fit into a high bay or 
which could reside in an open exterior area no larger than a typical backyard, but the CEI 
offices in the MCC facility cannot accommodate either location other than on a 
temporary basis. Inability to demonstrate and display their product is a major limitation 
for a small company seeking investment. Forbis Energy Solutions has an energy saving 
commercial roof product that will require loading dock, storage space, and kit fabrication 

                                                 
16 The Houston Technology Center (http://www.houstontechcenter.org/home/index.asp) is similar in its 
approach, as is the incubator at the Ohio State University (http://southcenters.osu.edu/bicenter/). These 
facilities are both larger and better equipped than the present market need in Austin, but should still serve 
as examples of what can be done.     
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facilities for their beta site projects, which again cannot be accommodated by the MCC 
facility.  

 
Beyond Clean Energy Incubator companies, our interviews in Cedar Park 

uncovered two companies presently in incubation (SL Parkhurst, Silicon Hillz), and 
another one that has outgrown the need for an incubator (TW Medical). Of these three, 
Parkhurst and TW Medical both require facilities beyond those available at ATI, while 
only Silicon Hillz fits the IT orientation of the MCC facility. TW Medical is already 
beyond the need for an incubator, and SL Parkhurst may well be also by the time one is 
available, but the point remains valid with respect to the needs of companies that have 
grown up or are in the process of doing so in Cedar Park. 

 
In our view, the market need for a different type of Austin-regional incubation 

facility is not only very strong, but there is an opportunity to adopt a complementary 
relationship, rather than a competitive stance vis-à-vis ATI. Companies seeking 
specialized facilities regularly contact ATI, and ATI is unable to accommodate their 
needs. If a complementary arrangement could be worked out between the Cedar Park 
Incubator and ATI, ATI itself could serve as a referral source of companies seeking 
specialized incubation facilities which it cannot provide. This type of complementary 
relationship will resonate with market needs for a different type of facility and provide 
Cedar Park with a mixed use facility that will utilize several segments of its local 
workforce.   

 
 

Fit With Current Economic Development Strategy--As with most other 
communities, Cedar Park’s past economic development strategy has been oriented toward 
recruitment of companies, with some focus on retention and expansion of existing 
employers. An incubator puts emphasis on emerging companies which are less mature 
and whose futures are less assured. An incubator is a longer-term investment whose 
paybacks are primarily in the future, and whose costs are in the present. An incubator 
requires more upfront planning and much more work than traditional recruitment. 
Because of this unfavorable set of circumstances, an incubator will need to be 
championed by one or more individuals, if it is to be created.   

 
We considered the incubator feasibility primarily from a technical perspective. 

However, the community context, political, personal, and inter-organizational 
environment are important as well. Establishing an incubator will require building a 
consensus within Cedar Park. There are many individuals with whom we spoke who 
support the concept of an incubator. In fact, the research team was hard pressed to find 
anyone who didn’t believe an incubator would be beneficial, if there were a sufficient 
number of entrepreneurs to fill an incubator and sustain it over time. These feelings could 
serve as a foundation for building further support, which will be needed when there is 
increasing criticism of potential incubator costs and investment risks. We could not 
determine during this feasibility phase, however, if economic development priorities of 
elected community leaders would be supportive of an incubator.   
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There are many reasons to support an incubator, the primary one being the 
information provided earlier in this section about the economic benefits of incubators in 
other regions and countries. In our estimation, an incubator in Cedar Park is feasible 
under the appropriate conditions, and would be the focus and catalyst for emerging 
companies in Cedar Park and the entire northern area of the Austin region. We believe a 
Cedar Park incubator also would provide indirect benefits: 

 
• An incubator may be beneficial to in the plan for downtown development 

efforts. 
 

• It would ensure that Cedar Park is considered when companies are 
shopping for potential sites outside of Austin;  

 
• It may attract entrepreneurs from adjacent communities; 

 
• It may attract entrepreneurs migrating to the Austin region;     

 
• It would serve existing and future entrepreneurs in Cedar Park. (Several 

entrepreneurs said an incubator would help them now and several said the 
incubator would have helped them when they were at a less mature stage 
of operations.) And in one instance, the research team heard of a company 
which left Cedar Park and may have stayed had an incubator been 
available. That company has expanded its employment several fold since 
leaving.  

 
• An incubator will demonstrate to current residents and entrepreneurs 

within Cedar Park that expansion of current businesses, recruitment of 
small businesses, and assisting existing businesses and entrepreneurs are 
important in addition to recruitment of medium- and large-businesses from 
outside the region.  

 
Whether an incubator is economically justifiable, given the risks involved with 

emerging companies, current budget conditions, other economic development prospects, 
and the economic development priorities of elected community leaders, can only be 
determined by Cedar Park officials. The remainder of this incubator feasibility report 
assumes that an incubator would move forward. It addresses a series of strategic, design, 
and operational issues which can serve as a blueprint for future action.  
 
 
Positioning The Incubator—Facility and Location 
 
 The incubator should combine traditional office-based incubator services with 
unique capabilities desired by entrepreneurs in the Austin region. According to the 
National Business Incubator Association, the median size of incubator facilities is 26,000 
sq. ft., and the median number of firms served in an incubator was 13.  
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The Cedar Park Incubator, for want of a better term, should have traditional office 
and commons area capabilities: 
 

• Secure access to all areas 
• General use computer room with high speed access (at least 10 PC’s for 

companies to use for internet access, email, so that the companies are not 
required to buy computers for every employee as they ramp up. 

• Product display area leading into conference rooms 
• Multiple conference rooms  
• High speed everywhere (wireless or hardwired--needs further 

investigation) 
• Attention to soundproofing 
• Basic office furniture (used)  
• Easily reconfigurable space, which will allow not only rapid changes but 

also many different sizes of offices and needs—full-time companies with 
multiple employees as well as small offices for individuals who are 
currently employed and are starting their company on a part-time basis, 
and who are there only on weekends.  

 
 

What would provide Cedar Park with a competitive advantage would be its other 
non-office facility features oriented toward light manufacturing (or more accurately, 
prototype development and test) and laboratory needs. The capabilities listed below 
should be considered a starting point for planning. There are a number of incubators 
around the nation that can serve as examples and reservoirs of lessons learned in this 
context. Along those lines, we recommend visits to the new Houston facility, to the Ohio 
State University incubator, to Richmond, Virginia’s mixed-use incubator, and to Atlanta 
to visit both the Georgia Tech and Intelsys incubators to gather additional facility 
information.17  A very important principle to remember when reading this list is that 
many of these features are not very expensive when designed in from the start, but can be 
prohibitively expensive to add later.  
 
 

Light Manufacturing Needs 
 

• High bay area large enough to accommodate a medium size truck 
• Loading dock 
• Abundant electrical power outlets and the capacity to support high current 

demands and 3 phase power (exact specification needs further work) 
o 110 
o 220 
o 480 (possibly optional--needs further investigation) 

                                                 
17  Participation at NBIA events can be very educational as well. There is an October training session this 
year on Long Island and there are annual conferences each spring. The 2004 conference will be April 18-21 
in Atlanta.   
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• Ready availability of compressed air (manifold built into building) 
• Ability to accommodate high density lighting 
• High speed networking outlets or possibly Bluetooth 
• Floor tie downs and floor capacity to support heavy machine tools  
• Small shop area with lathe, Bridgeport mill, drill press, band saw, arc 

welder, and large arbor press. Used/rebuilt machine tools can be acquired 
very cost effectively, and donations are also a possibility.  

• Readily reconfigurable from office to manufacturing space and back 
• Water and drainage 

 
 

Laboratory Needs 
 

• Vibration-isolated slab from manufacturing space (may be critical for 
some MEMs/nanotechnology tenants--needs further investigation) 

• Electrical shielding of the manufacturing spaces (can be specified as part 
of the reconfigurable partitions) 

• Vent hood connections/infrastructure  
• Compressed air and nitrogen availability 
• Water and drainage 
• Electrical 

o 110 
o 220 
o 480 (possibly optional--needs further investigation) 

 
As a general recommendation for both lab and manufacturing facilities, there should be 
some heavy-duty worktables available. These should be both metal top and wood (or 
non-conductive) top tables.   
 
 A facility with these features would attract start-up companies in: 
 
  Nanotechnology 

Clean energy (fuel cells, wind, energy conservation, etc) 
Biotechnology 
Instrumentation  

 
Other candidates would be game development and software, wireless, and 

companies in other fields outside of information technology, along with entrepreneurs 
who wished to reside outside of Austin for whatever reasons.  
  

Because of the facility’s features and because the supply of office space currently 
appears limited in Cedar Park, it appears likely a new facility would be needed.18 The 

                                                 
18  Refurbishing an older historical site would provide a far more telling story and be a much more inviting 
entrepreneurial center than setting up cubes in a strip mall storefront. However the availability of such 
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size of the facility will require much more detailed planning. Two rules of thumb are that 
common areas (non-revenue producing areas such as bathrooms, hallways, kitchen, 
conference rooms, incubator staff area) can often use 20% or more of the space, and early 
stage companies generally require about 100-150 sq. ft per employee. An incubator of 
15,000 sq. ft. could therefore house approximately 80-120 employees. Because of the 
facility’s light manufacturing and laboratory facilities, the 15,000 sq. ft. estimate may 
need to be readjusted: (1) the overall facility could be expanded beyond the 15,000 sq. ft. 
of office area; or (2) the manufacturing and lab facilities would comprise a portion of the 
15,000 sq. ft., thereby reducing the incubator office capacity to 10,000 or 12,000 sq. ft 
and housing fewer employees in the facility.  

 
Mixed-use facilities tend to be about 25% larger than the average for all 

incubators. Therefore, because the proposed size of 15,000 sq. ft. is already smaller than 
the median incubator, which is 26,000 sq. ft., for planning purposes at this stage, we 
recommend that incubator office space comprise no less than 15,000 sq. ft..  Another 
option that could be examined would be for the incubator to contract for the lab space and 
light manufacturing area at the outset.  Regardless of the approach, this space should be 
developed at the very beginning, as it is an essential part of the incubator. 

 
During the research team interviews, various individuals mentioned at least three 

different potential Cedar Park sites:   
 

Town Center 
Flame Tech adjacent lot 
Hur Industrial Park 

 
 We think each has advantages and disadvantages as noted below in Table VI.  A 
more detailed site location study, with additional criteria, would be needed. There are 
probably other potential sites to be evaluated.  Note that a persistent want that came up 
both in our interview of Cedar Park entrepreneurs and in our informal poll of interested 
MSSTC alumni was for the facility to be near a selection of mid-range restaurants. This 
reflects both a need to have a convenient place to take clients, customers and investors 
and the fact that the entrepreneurs themselves tend to eat out a lot.  

                                                                                                                                                 
facilities seems limited in Cedar Park and the costs of developing the specialized facility we have described 
would be prohibitive.  
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Table VI.  Several Potential Incubator Sites 
 
 
                                               Hur Industrial    Flame Tech     Town Center 
 
Minimizes public investment       Yes                       Yes                    No  
Convenient location         No                       Yes            Yes 
Industrial infrastructure       Yes                    Limited         Limited 
Room to expand        Yes                      Some             No 

 

 
 
 
Positioning the Incubator—Services and Administrative Options 
 
 To explore the full range of alternatives, several different types of incubators were 
considered. The main types are shown below. 
 
 
 
     Services  No Services 
 
 Facility        X   Real Estate 
 
 No Facility   Virtual           Current Situation 
 
 

  
The current situation in Cedar Park is shown in the cell: No Services/No Facility.  

The cell above that, No Services/Facility, is exemplified by incubators that provide low-
rents. While useful in some areas (rural) where no facilities are available and where some 
minimal shared office arrangement serves an organization’s purpose, this type of 
incubator offers little for Cedar Park. We do not see a strong rationale for entrepreneurs 
to populate that type of facility in Cedar Park without a set of services. Real estate 
incubators also have a checkered history across the country, and it is not an approach we 
would recommend.   
 The cell, Services/No Facility, describes a virtual incubator. The track record of 
virtual incubators is still being determined. Where distance is a big factor or when the 
companies require extraordinarily specialized counseling, then virtual incubators may 
prove useful. Barring those situations, which do not hold for Cedar Park, a virtual 
incubator would seem to offer little. However, there are two other ways of looking at the 
current situation where a virtual incubator may prove somewhat useful. First, some of the 
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proposed activities for entrepreneurs offered elsewhere in this report, would constitute 
services. So if an incubator was not created, but some of the proposed services were 
started, then, in some senses, a virtual incubator will have been created. Second, if 
services at the Austin Technology Incubator (ATI) could be provided to Cedar Park 
entrepreneurs not housed at ATI, then a virtual incubator may be worth exploring. Note 
however that ATI’s past experiences with providing services virtually have not been 
entirely satisfactory, and current ATI staff limitations would preclude much of an 
increase in their workload.  
 
 We believe the preferred option is the cell, Services/Facility.   
 
 

Administrative Options—There are basically two realistic administrative options 
for the development and operation of the Cedar Park Incubator. First, the Cedar Park 
Development Corporation can independently create and develop the incubator. There is 
certainly sufficient talent and expertise to do that. Second, a collaborative arrangement 
can be developed with IC² Institute/Austin Technology Incubator. (This option is being 
suggested despite the potential appearance of being self-serving.)  A collaborative 
arrangement could take a number of different forms, such as incubator employees being  
UT employees located in Cedar Park, to a long-term contractual relationship, or a short-
term (2-3 years) relationship until the incubator is fully functioning. One option, which is 
not realistic, however, is a short-term, part-time consulting arrangement with ATI 
incubator personnel. As mentioned earlier the current staffing limitations of ATI would 
preclude that.  ATI receives numerous requests for such assistance each year, which must 
be declined.  
 

The possibility of collaboration with the University of Texas was suggested by a 
number of interviewees. The ATI clearly can add value as a management organization 
and can also bring credibility within some circles to the Cedar Park incubator. Specific 
potential benefits for Cedar Park and CPDC include:  

 
• Enhanced credibility and legitimacy for the Cedar Park incubator (and the 

Cedar Park “brand” more generally) in the eyes of entrepreneurs, 
investors, and university-affiliated individuals with potential commercial 
products;  
 

• Established personal relationships from 14 years of incubator experience 
which will be valuable for many tasks, for example, shortening the 
learning curve in identifying which incubators are worth visiting, and 
lessons learned; 
 

• A set of operational services, comprising a know-how network, which is 
an essential feature of a successful incubator; 
 

• Links to outstanding pipelines of business plans, entrepreneurs, and 
students from two premier educational entrepreneurship programs: IC²’s 
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MS in Science and Technology Commercialization and the Business 
School’s MBA and entrepreneurship program;  
 

• Training programs for existing Cedar Park entrepreneurs, select small 
businesses, and technology-businesses;  
 

• Seminars unrivaled in the region by outstanding business leaders and 
entrepreneurs; 
 

• An on-going relationship with Austin Technology Incubator companies 
which could facilitate recruitment of graduating companies to Cedar Park;  
 

• On-the-job training of the Cedar Park incubator director by current, 
experienced directors, in a functioning incubator; and 
 

• An-ongoing series of referrals to companies unsuitable for ATI. 
 

 
Depending on the timing for the Cedar Park incubator, ATI also could house the Cedar 
Park incubator staff during an initial phase-in and while Cedar Park facility is being built. 
 
 
 
Design Principles and Strategy  
 

Each incubator’s experiences will be different. The Austin Technology Incubator 
believes its success has been due to the following:  

 
• Need a champion who constantly advocates for the incubator 
• Stellar first director  
• Widespread support 
• A viable business model 
• A strong service delivery system 
• An entrepreneurial eco-system 

 
For Cedar Park, IC² Institute recommends a series of principles to guide the 

incubator.  
 

1. Positioning the incubator within the context of the community is very 
important. The incubator must become a part of the existing economic 
development network within Cedar Park, Williamson County, and the region, 
and must establish beneficial links with all existing economic development 
entities. The incubator cannot be created as an independent, freestanding 
entity without significant ties to other economic development groups.  
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2. Multiple funding sources for the incubator should be established, if at all 
possible. We recognize that the preponderance of operational support would 
come from the CPDC in all likelihood. Yet we suggest that other entities be 
solicited for some financial contributions, as that will promote ownership, 
involvement, and longer-term commitment. At an appropriate time, we 
suggest that Williamson County be approached for financial support and that 
other sources be explored such as Capital Area Planning and Coordinating 
Organization (CAPCO), regional office of the Economic Development 
Administration, and private individuals.   

 
3. Inclusiveness must extend to the general community and go beyond economic 

development groups. All parts of the Cedar Park business community must be 
given an opportunity to participate in appropriate ways. For instance, 
mentoring is likely to be one service provided at the incubator and potential 
mentors should be identified from ALL sectors of the community.   

 
4. Marketing must be continuous and must be conducted to multiple groups and 

target audiences. It must inform the general community about what an 
incubator can do, what it should not be expected to do, and what length of 
time will be required for visible accomplishments to appear. Individuals in 
business (banking, real estate, private investors) must be clear about what 
incubator services will be provided, what will not be provided, and why. 
There will need to be sessions for individuals and groups who are likely to 
refer potential entrepreneurs to the incubator. And there will need to be 
sessions for entrepreneurs, the general business community, and entrepreneurs 
of the future—students at all levels.  

 
5. Relationships with existing and future business and technology programs at 

area institutions are critical to the long-term success of the incubator. Texas 
State University (both in San Marcos and Round Rock), particularly its 
Nanoparticles Applications Center, UT, and ACC-Cedar Park are all key 
potential partners. Relationships with UT-Austin are explored in more depth 
in the entrepreneurship section of this report. 

 
6. The incubator plan should be carefully developed and the incubator’s 

performance should be closely monitored. There must be close oversight the 
progress in reaching pre-established goals about the number and quality of 
companies in the incubator and companies that “graduate” from the incubator. 
Specific data gathering should be incorporated into the incubator plan to track 
all economic impacts, both direct and indirect, from the outset. Specific data 
elements are identified later in this section.  
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Key Operational Issues 
 
 Careful attention must be given to numerous operational issues. Many of the 
following issues will need to be addressed in further detail by those charged with 
responsibility for moving forward with an incubator. Our recommendations are provided 
to help in that process.  
  
   

Selection of Companies By Industry—The research team believes that few 
restrictions should be placed on the selection of companies for the incubator, with 
one primary exception—the incubator should be restricted to companies which 
will export their products and services to customers outside the Cedar Park 
region, rather than serving only a local clientele. To some extent, the 
recommendations regarding the specific facility specifications will determine 
candidate companies. However, we do not believe the incubator should 
necessarily exclude any type of company. At least at the outset, there should be no 
requirement that only companies needing lab space or light manufacturing 
capacity be considered, for instance.  
  
  
Selectivity of Companies—The incubator will be known by the quality of the 
companies it selects and it graduates. That suggests that admission should be 
restrictive. Yet, the purpose of the incubator is to facilitate emerging new 
companies, increase their likelihood for success, and assist them in adding high 
quality jobs within Cedar Park. Being overly restrictive could lead to an empty 
incubator. There is no one-policy-fits-all on this as the number of applicants, 
occupancy rates, incubator funding strategy, and overall economic conditions are 
involved.  
 
The Board should discuss their general orientation regarding risk tolerance and 
types of risk they wish to assume. Some incubators tend to be overly selective at 
the beginning in order to ensure successes. In other communities, more priority is 
placed on filling the incubator. It is imperative that there be an educational 
process for the community (and news media) and interested parties regarding 
failures. Some proportion of incubator companies will fail, and the community 
must accept those results, rather than using failures as examples of poor incubator 
performance or letting the “fear of failure” cripple the selection process. The 
Board can be conservative and still tolerate a reasonable number of failures.  
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One way to add to the robustness of the admission procedure is to recruit local 
investors and technical experts as volunteers in the admissions process. The Clean 
Energy Incubator has been very successful in soliciting this sort of volunteer 
assistance. However, it can be a challenge to keep a very diverse admissions 
board focused on the long-term mission of creating jobs. 
   
Categories of selection criteria include but are not limited to: 

 
• Geographic (how regional to make the incubator) 
• Product (how technology-focused, time to market, manufacturing 

process) 
• Business (management team, business plan, job creation potential, 

capitalization potential) 
 

All selection decisions should be based on business and technical considerations. 
The selection process should be laid out for all applicants and consist of a series 
of steps leading to a decision to admit, defer, or reject. No bending of the 
selection rules should be tolerated due to personal friendships or administrative 
position. An external review panel should be a part of the admissions process to 
reduce the possibility of non-business criteria affecting the decision process.   
 
 
Program Activities—A full array of services should be considered by the 
incubator staff and the incubator’s Board of Directors (BOD).  The quality and 
types of services offered will be key recruiting tools. ).  These services generally 
fall into three basic areas: 
 

• Infrastructure: space, shared services, conference space, phones, 
Internet access, mail delivery, utilities, and the like 

• Operations: referral network for such things as banking, benefits, 
legal, marketing, payroll, and so forth  

• Strategy: mentors, technical advisors, advisory review panels, etc. 
 
The listing of services currently being provided by incubators shown in Table I is 
a good starting point for determining which services should be provided. There 
may also be recent surveys of what services entrepreneurs desire. The top three 
“wants” of entrepreneurs in a 1995 survey were:  
 

1. Reduced rent 
2. “Nurturing” environment 

• Business strategy, planning & marketing assistance and mentoring  
• Networking opportunities with other entrepreneurs 
• Funding acquisition support  
• Business infrastructure (mail, utilities, copier access, internet 

access, etc) 
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• Facilities that meet needs.19 
 

 
Resource Mix – As noted in the previous section on Design Principles, if possible, 
multiple funding sources for the incubator should be established. That will 
promote ownership, involvement, and longer-term commitment by different 
entities. The exact proportions are less important than that there is participation,   
commitment, and a degree of ownership.  
 
Entrepreneurs should be expected to pay for services they receive. Payment may 
be market-rate or subsidized. Some incubators use a sliding scale depending on 
the size of the company and the time they have spent in the incubator. For 
example, first-year companies could be charged 50%-60% of market rate for 
space, second-year companies could be charged 75%, and third-year companies 
could be charged 90%. Other incubators offer subsidies for rent at established 
rates, e.g. 20% less than market.  
 
In addition the incubator could require a small equity (up to 1%-2%) or royalty 
participation fee (e.g., 2% of sales after a certain minimum threshold of sales and 
up to a certain maximum level of sales for the company), from companies wishing 
to locate in the incubator. This is increasingly common and if the fee structure is 
reasonable, it is unlikely to inhibit deal flow or be counterproductive. Another 
option available to the CPDC would be to take an equity position in an incubator 
company as an investor. This is not being recommended, simply pointed out as an 
alternative worth exploring. If any of these fee and revenue options have appeal, 
they would need to be examined for their legality and feasibility before the 
incubator begins marketing to 
potential companies.  
 
 
Staffing and Skill Sets— We 
recommend that a full-time director 
be hired. In addition, the incubator 
will need administrative assistance 
and will benefit later on from 
utilizing student interns. We believe 
a full-time director is required to 
launch the incubator successfully, 
and selection of this person will be 
critical. The person needs to have the following strengths: 
 

• Able to build a coalition within the community 
• Versatile to meet many demands (add value to companies, elicit 

community support, good speaker, etc.) 

                                                 
19  This is from the Markley and McNamara article in Economic Development Quarterly.  
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• Able to make decisions and work with board to chart direction 
• Well organized 
• Able to create policies and procedures to set the incubator on the right 

course from the very beginning 
• Able to coach entrepreneurs 
 

The incubator director should have several additional attributes: 
 

• Business experience 
• Entrepreneurial skills 
• At least a bachelors degree, preferably a masters or Ph.D. 

 
 

The Board of Directors could find a person using some combination of the 
following: 
 

• Advertise on National Business Incubation Association web page 
• Advertise through networks of UT’s Masters of Science in Science and 

Technology Commercialization and MBA alumni  
• Advertise locally 
 
 

Board Members—The Board will make key hiring, funding, and policy decisions, 
and its membership is absolutely critical to the success of the incubator.  

 
• The Board will… 

 
o Develop the strategic plan for the incubator; 
o Determine policies regarding the board’s operation and the role of the 

incubator director; 
o Build and manage key community relationships (with government 

leaders, community experts, the general public, etc.); and 
o Support the incubator’s operations.  

 
• The Board should establish the following policies: 

o Annual audits by legal and accounting professionals; 
o Reporting requirements of the incubator director; 
o Duties of the incubator staff and the Board; 
o Employment terms and compensation plans for the incubator director; 
o Criteria and policies for admitting companies; 
o Standard agreements between the incubator and its companies, and the 

limit to which the incubator director can alter these agreements. 
o Performance evaluation of the incubator and its staff. 
o Plan for succession of the incubator director. 
o Risk management. 
o Conflict of interest for board members and incubator director. 
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Given the current obligations of CPDC board members, and past turnover 
of key elected and appointed officials in Cedar Park during the past decade, it 
would seem appropriate to have several CPDC board members serve on the 
incubator board, with the remaining board members being appointed by either the 
City Council or the CPDC. (Representatives also would come from any 
organizations providing a minimum level of financial resources.) We recommend 
a total board size of 6 to 9 community leaders committed to the principles of 
successful business incubation, with 2 or 3 rotating off the board each year. 
Additionally, it may be beneficial to include several volunteer members with 
broad technology backgrounds and/or angel investment experience..  
 

Members should be elected to 3-year terms and should expect to work 
diligently during the first two years of the incubator and then provide consistent 
support thereafter. Board members should champion the incubator, open doors to 
critical resources, and in some cases, help the director serve the companies.  
 
 
Marketing and Communications—In most communities, elected and appointed 
government officials, community, and business leaders need to be informed about 
what an incubator is, how it ties to on-going economic development efforts, how 
it will enhance on-going activities, and how it will be the catalyst for many 
entrepreneurial activities. The following ideas could prove helpful as the 
incubator director and Board of Directors develop its marketing plan: 
 

• Manage expectations—an incubator is one piece of the overall economic 
development strategy; be realistic in how many companies/jobs will be 
created; an incubator can only improve the poor odds of survival for client 
companies, not assure their survival.  

 
• Determine the incubator’s unique value proposition. We believe Cedar 

Park’s would be its unique facility specifications at the outset. It may also 
be preferential access to financial support from the CPDC. As the 
incubator matures, other value propositions may develop based on market 
demand and service offerings.  

 
• Make a special effort to open the incubator to existing businesses and 

service-oriented entrepreneurs such as the Cedar Park Breakfast Club. It is 
important also to offer services, programs, and educational seminars, 
which help many organizations and individuals beyond the companies in 
the incubator. The incubator should become the center of training and 
entrepreneurial activity in Cedar Park.  

 
• Constantly promote the incubator to economic development organizations 

and business firms that work with start-up companies (banks, attorneys, 
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accountants, etc.), individuals and organizations that promote community 
awareness of economic development (media, civic clubs, etc.), and local 
educational institutions.  

• Use promotional vehicles such as educational seminars, community 
presentations, media, and written materials for public distribution to 
spread the word. Make maximum use of the incubator launch.  Provide a 
“kickoff” reception and invite dignitaries and interested community 
individuals to see plans for the incubator, and the incubator when it is 
unveiled.  

 
Timetable--Elected officials, economic development officials, and community 
leaders should anticipate that the incubator might require 3-4 years to achieve its 
full capacity. Once a decision is made to proceed, reasonable performance targets 
would include: 
 

• By 3 months, working Board established that will determine incubator 
plan  

• By 6 months, incubator director hired 
• By 9 months, incubator facility begun 
• By 18 months, incubator facility ready for first incubator company 
 
 
 
 
 
 
 
 
 
 
 
 

To accelerate development of the incubator, the CPDC could examine the 
alternative of housing the incubator director and its initial companies at the Austin 
Technology Incubator while the new facility is built. That is explored further in the cost 
information later in this section.  

 
 
Budget Projections and Costs 
 

Capital Costs—A list of the desirable building specifications and features was 
presented earlier. Given the preliminary nature of facility planning, and our lack of 
expertise in developing facility cost estimates, we suggest that further detailed planning 
be undertaken before a qualified individual or firm provides even ballpark figures.   
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Operational Costs—There are several key assumptions underlying the annual 
budget projections: 
 

• The incubator would be in a new facility to be built in Cedar Park; 
• The incubator would have 15,000 square feet of office space and an 

unspecified amount of additional space for light manufacturing and laboratory 
tasks.  

• The building would have lab space and other features currently unavailable in 
a centralized regional location for emerging companies.20  

• The building would be completed no sooner than October 2004.    
• The CPDC would prefer that an incubator be started in the near future and not 

wait until the new building is completed. Therefore, the first year of 
operations would entail the virtual provision of services to companies and that 
Cedar Park companies would be housed in the Austin Technology Incubator 
until the new facility is ready.    

• Rent would be subsidized for tenant companies by a minimum of 20%.   
• Operational expenses, with one exception, are estimated irrespective of the 

eventual administrative structure for the incubator—whether administratively 
it will function through the CPDC or through another entity, such as the 
University of Texas at Austin. That one exception in the case of UT-Austin 
would be the annual management fee to be determined by each institution’s 
representatives.  

 
Budget Projections Timetable--Based on the above assumptions, budget 

projections have been developed for three years. Please note that these figures and dates 
are provided only for planning purposes and are unlikely to represent either the actual 
dates or the phase-in of expenditures. For example, the hiring of the incubator director is 
projected to occur six months into the first year of operations, although for budget 
purposes, that individual’s salary and benefits have been projected for a full year.   
 

Year One (January 2004-December 2004)—Planning and Training 
Year Two (January 2005-December 2005)—Initial Operations 
Year Three (January 2006-December 2006)—Full Scale Implementation 

 
No later than the fourth year, commencing January 2007, the incubator should produce its 
first graduates, assuming a three-year maximum residence is allowed.  
 

A summary of the operational budget projections appears below in Table VII. 21 
 
                                                 
20  As noted earlier, the incubator might contract for nearby lab space and the light manufacturing area at 
the outset. Because this space is an essential part of the incubator’s appeal, the quality of the facilities must 
be first-rate and the space must be available from the beginning.  
21  As a point of comparison, the NBIA study identified the average operating expenses for incubators in 
the year they began accepting tenants: $376,000. In Cedar Park, the second year expenses are projected to 
be $304,000.   
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Table VII. Preliminary Budget Projections 
 
 

Year One  Year Two  Year Three 
 
Projected Expenses*  $186,655  $304,182  $343,064 
 
Projected Income**     0    122,500    218,500 
 
Net              ($186,655)            ($181,682)              ($124,564)  
 
 
*     Direct costs only, exclusive of any management fee to be negotiated with UT-Austin.  
**   Projected income in future years could include some type of revenue stream from successful 
incubator companies. No amounts were included in these projections.   
 

 

 
 
Details behind these summary projections are provided in Appendix VI.  

 
While the annual operating deficits decline over the three years, it is unlikely the 

incubator will ever produce a profit per se on its operations if it provides the array of 
services similar to the ATI, and if its true costs are captured. Options to increase revenues 
for incubators are grants, fees from events and sponsorships, consulting arrangements 
with tenant companies, and investment income.22  Alternatively, services provided to the 
tenant companies could be reduced. We believe an incubator should provide an adequate 
level of services and a rental subsidy to tenant companies, and that securing other 
revenues, such as those from grants, should be approached very cautiously because of 
their time commitment. While there are many incubator directors who believe subsidies 
are unnecessary, we are skeptical of that.23  We feel also that a Cedar Park incubator 
could operate very efficiently with a subsidy, as long as board oversight was strong. If the 
CPDC board adopted a requirement for no subsidy, or a nominal subsidy, at some future 
point, that should be addressed early in the process.      

 
 
 
 
                                                 
22  It is conceivable that an annuity-like revenue stream could be developed based on equity stakes or sales 
fees, if the incubator adopted those policies. That should not be expected, however, and if it occurred, 
would be unlikely before the fifth or sixth year.  
 
23  The NBIA study reported that 29% of incubators received no subsidy and that another 30% believed 
they could continue unchanged if their current subsidy was unavailable.   
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Performance and Evaluation  
 

It is strongly recommended that appropriate performance measures or metrics be 
developed as part of the incubator plan. The data collection effort should be performed 
annually, rather than many years after the incubator has been established, which is what 
most incubators do. That approach to assessing an incubator’s economic impact is more 
costly, less accurate, and less useful for everyone.  

 
The most important sources and types of data are listed below.  
  

 
A. The Incubator as An Entity 

 
Capital Costs (annually) 

   Actual Outlays 
  Subsidies, if any, provided by other entities  

Operational Costs (annually) 
   Actual Outlays  

  Subsidies, if any, provided by other entities 
Cost recovery %  

Personnel  
   FTEs professional  
   FTEs students 
 
 

B. Tenant Companies and Eventually, Graduated Companies  
 
  Employment--Direct employment data by year 

Personal Income—Total of salaries and wages  
 
  Capital and Finances 
   Capital raised by companies (Austin region; Outside Texas) 

Company Revenues (point estimates or for ranges, if necessary)   
 

Demographics 
Survival Rates of Companies/ Jobs 
Geography of Graduated companies 

   % remaining in Cedar Park 
    % remaining in Central Texas Region  
    (to yield employment by geography)  

Real estate occupied by Graduated companies 
   Estimate of real estate costs 
 
 

Once the basic data is collected, a second step will be to compute for: 
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Indirect employment (calculate using an appropriate multiplier for the 
types of businesses and the Austin region, based on the direct 
employment data by year; 

Cost per direct job created: 
Cost per direct and indirect job created; 

   
 

Taxes Generated 
   City of Cedar Park 

 Williamson County 
  State of Texas 

Other (RRISD, other?) 
  
 

Other data that should be collected will be more qualitative in nature. A third 
party, not the incubator director or board members, should solicit tenant companies about 

their satisfaction with services. There should be 
annual interviews with company executives and 
stakeholders about the incubator in general and any 

suggestions for possible improvements. Data also should be collected from companies 
and individuals who participate in some way with the incubator but are not tenant 
companies—how many entrepreneurs were reached through seminars of various types 
and how were the seminars assessed. Such subjective data will provide a different 
dimension of the incubator’s impact on Cedar Park and another gauge of its long-term 
sustainability.  
 
 All data, particularly the quantitative figures, should be compared annually with 
key benchmark data from the NBIA and that shown earlier in Table V. from the 
European Union.  Finally, the data generated and computed from the annual data 
collection effort should be compared to non-incubator, economic development 
performance measures currently being used in Cedar Park.  
 
 
 
Summary and Final Comments  
 

This report contains many recommendations and suggestions for how to move 
forward with the Cedar Park-based incubator. The most fundamental recommendation is 
that from a technical perspective, we believe a Cedar Park incubator is feasible, given the 
current market conditions.  

 
Cedar Park can establish an incubator on its own, or in conjunction with the 

University of Texas at Austin, which we believe would accelerate the process and 
increase the likelihood of success and economic benefits for the community and the 
region. Yet, creating an incubator will not be easy. A successful incubator will require 
careful planning, adequate resources, continuing commitment, and competent execution 
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over time. It must be emphasized, also, that expectations should be realistic and that an 
incubator cannot be viewed as a quick fix. The very nature of the expansion process for 
emerging companies ensures that short-term successes will be few.   
 
 It is imperative that community leaders understand the longer-term aspect of an 
incubator. Sustainability of a Cedar Park incubator will require a multi-year commitment, 
and there must be widespread agreement in creating and sustaining the incubator with 
public resources, before key decisions are made to proceed.   
 

If a decision to move forward is made, we recommend that Cedar Park use as a 
starting point, the planning process outlined in this report, in Appendix I. The result will 
be an incubator that will be a center of entrepreneurial training and activity in Cedar Park.  
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IV. Appendices 
 
 Appendix I: Sample Planning Process 

Appendix II: Press Release At Start of Project 
 Appendix III: One-Page Handout Summarizing The Project  
 Appendix IV: Sample Interview Questions For Cedar Park Entrepreneurs 
 Appendix V: Sample Interview Questions For Cedar Park Leaders  
 Appendix VI: Detailed Budget Projections 
 Appendix VII: IC² Institute 
 Appendix VIII: MSSTC Online Discussion Group 
 



                                                                                                                                                           APPENDICES                                                  
                                                                                                                                                                       
 

 64

Sample Planning Process 
 
The table below assumes a starting date of January 2004.   

 
 
WHAT 

(contract management 
tasks) 

WHO 
(staff 

responsible) 

WHEN 
(due dates) 

STATUS/NOTES 
(including additional 
resources needed) 

Develop an incubator board of 6 or 9 individuals within 3 months 
Set criteria for board 
members 

Current steering 
committee 

January 12, 2004  

Identify list of potential 
board members: 

Current steering 
committee 

January 12, 2004  

 Govt leaders 
 Business leaders 
 Educational leaders 

   

Contact potential members Current steering 
committee 

January 26, 2004  

Convene first BOD meeting New board March 15, 2004  
• Develop strategic plan 
• Build community 

partnerships 
• Hire incubator manager 
• Identify facility 
• Establish operating policies 

   

(Other…)    
    
    
Establish the incubator as a legal entity 
    
    
    
Hire a fulltime incubator director 
    
    
    
Develop building plans for incubator facility 
    
    
    
Select first companies to enter the incubator 
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Cedar Park Announces New Initiative on 
Technology-Based Economic Development 

 
 
 
For Immediate Release 
 
 
The Cedar Park Development Corporation (4A) has begun a short-term project to accelerate the 

growth of technology-based enterprises within Cedar Park. The project will examine (A) options 

for enhancing the number of entrepreneurs who choose Cedar Park for business and home; and 

(B) the feasibility of establishing a Cedar Park technology-based incubator. Both components of 

the project are being conducted in a partnership with the IC2 Institute at The University of Texas 

at Austin.  IC2 stands for Innovation, Creativity, and Capital.  

 

This entrepreneur study component will look at the current support for entrepreneurs and provide 

recommendations for creating a stronger entrepreneurial climate in Cedar Park in coming years. 

Besides reviewing demographic, educational, and economic data, and various plans and reports 

for Cedar Park, the project staff will:  

 
• Interview private and public sector executives and stakeholders about the city’s business 

climate;      
 

• Interview entrepreneurs located in Cedar Park; and 
 

• Develop a series of case profiles that highlight entrepreneurial success stories and 
challenges. Each case will cover the history of the firm, why it is in Cedar Park, and its 
key product(s), projected plans for expansion in Cedar Park.  

 
-more- 
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The entrepreneurial assessment also will explore near- and longer-term entrepreneurship and 

science and technology-based relationships with the University of Texas at Austin as an 

institution, the IC² Institute, and with UT faculty, staff, and students. The goal of the new 

relationships will be to enhance Cedar Park as a city for technology commercialization and 

entrepreneurship.   

 

A written report of key findings, the case profiles, and detailed recommendations will be 

submitted at the conclusion of the assessment. Specific recommendations will be offered on such 

topics as financing, mentoring, and other ways for making Cedar Park even more 

“entrepreneurial friendly.”  

 

In the incubator feasibility assessment, a number of key questions are to be answered:  

 
• Can applicants be attracted from elsewhere in the Austin Metro region or from UT 

graduates staying in Austin? 
 

• Will a Cedar Park incubator serve a useful purpose for attracting entrepreneurs moving to 
the Austin region?  

 
• What will be the relationships, if any, to the Austin Technology Incubator?  

 
• What specialization, if any, should be considered for a Cedar Park incubator? 

 
 
Besides answering these questions, a general plan for creating an incubator will be prepared. It 

will address key design options such as legal and organizational structure; funding strategy and 

sources; positioning the incubator within Cedar Park and the Austin Metro region, and marketing 

issues.  

-more- 
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In addition, this report will provide suggestions and recommendations on key operating 

parameters such as selection of companies, types of services, staff and Board of Directors’ roles 

and responsibilities, and facility options. The report will contain a timetable for implementing 

the incubator and measures for tracking its performance, if an incubator is deemed feasible.   

 

The IC² Institute has completed successfully a number of recent projects in the United States 

with entrepreneurial assessment and incubator components. These include: Austin, Texas, 

Knoxville, Tennessee, Charleston, South Carolina, Orlando, Florida, and Waco and San Angelo, 

Texas. 

 

The overall project is under the leadership of Kirk D. Clennan, Executive Director of the Cedar 

Park Development Corporation, in collaboration with the CPDC (4A) Board, Cedar Park City 

Council and Cedar Park Chamber of Commerce.  

 
Contact: Kirk D. Clennan, CED, Executive Director, Cedar Park Economic Development 
Corporation, 1490 East Whitestone Blvd, Building 2, Suite 180, Cedar Park TX  78630-0130, 
phone: 512.260.5959, facs: 512.260.5962, mobile: 512.576.8866 
email: kdclennan@cedarparktexas.org 
 
  

### 
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Technology-Based Economic Development In Cedar Park 
 
Overview:  The project will examine (A) the feasibility of establishing a Cedar Park technology-
based incubator; and (B) options for enhancing the number of entrepreneurs who choose Cedar Park 
for business and home.  
 
 
Specific Work Elements:  
 

1. Assess feasibility of a Cedar Park technology incubator.  
2. Consider realistic alternatives for collaborating with the Austin Technology Incubator 

and Clean Energy Incubator.   
3. Specify key design questions and a general operating plan for a Cedar Park Incubator.   
4. Examine current services and activities to support entrepreneurs.  
5.   Interview select private and public sector executives about the region’s business 

conditions and opportunities to enhance its competitive advantages.  
      6.   Develop case profiles that highlight entrepreneurial success stories and 

challenges;  
7.   Explore near- and longer-term entrepreneurship and science and technology-based 

relationships with the University of Texas at Austin as an institution, the IC² 
Institute, and with UT faculty, staff, and students. 

8.   Provide recommendations for creating a stronger entrepreneurial climate and for increasing 
the number of technology entrepreneurs in Cedar Park in coming years 

 
 
Sponsor:  The Cedar Park Development Corporation (CPDC).  
 
CPDC Board Members and Staff:  
Andrew Apple, HEB, Inc. (President) 
Bob Stephens, Texas Technologies (Vice President) 
Torsten Weirich, Acorn Systems 
Mike Hooper, ReMax PowerTeam! 
Harold Dean, Interim Director  
Shaune Haas, Operations Manager 
 
Team:  The IC² (Innovation, Creativity, and Capital) Institute, The University of Texas at Austin. 
Key participants from IC² Institute: James Jarrett and Rob Smithson.  
 
Products:  A final report on “Technology-Based Economic Development in Cedar Park” will be 
provided to the Cedar Park Development Corporation at the end of the project in late summer 2003.      
 
 
* Technology is broadly defined to include knowledge-based companies, medical technologies and products, 
instrumentation, software, biosciences, digital entertainment and multimedia, alternative energies, 
telecommunications, earth sciences, advanced building technologies, electronic components, manufacturing 
processing and controls, and companies that would sell their products and services outside of Cedar Park.  
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Questions for CP Entrepreneurs 

 
 
The purpose of this first set of questions is to obtain insights about the factors that 
affected your decision to locate and/or expand your businesses in Cedar Park. 
 
1.  What were some of the major factors that influenced your decision to start-up 
or relocate in Cedar Park? Probe/prompt for such items as: 
 

a. availability of financing  
b. family/school/personal ties 
c. availability or quality of labor force  
d. major customer(s) located here 
e. favorable tax structure 
f. other……………………………………………………………… 

 
 

1a. Which was the most important factor? 
 

1b. Where did you obtain most of your employees?  (Brought with you? 
Hired locally?)    

 
 
2.  If you were advising a start-up company in your industry, would you advise 
them to locate in CP or go elsewhere? 
 

2a.  Why? 
 

2b.  If Cedar Park was not where you would advise a new firm to locate, 
what could CP do to change your mind?   

 
 
3.  Do you plan NOT to expand your business here?    
 

Why not? 
 

If Cedar Park is not where you choose to expand, what could this region 
do, if anything, to change your mind?  

 
 
4. Other than reducing your firm's taxes, what single action could the local leaders 
do to encourage your firm to expand during the next five years? 
 
 
5. What would be examples of entrepreneurship activities (broadly defined) which 
would help your business grow IMMEDIATELY? 
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(examples might include incubators/technology centers; more networking 
opportunities for CEOs; regular forums where potential start-ups can present 
business plans to angel investors and venture capital firms; more interaction with 
the universities; creation of an Entrepreneurship Council; establishment of capital 
network for matching businesses seeking capital with angel investors seeking 
investments. 
 

 
6. What would be examples of entrepreneurship activities (broadly defined) which 
would help your business grow longer term, say over the next FIVE YEARS?  
 
 
7. If you could recommend one or two items which you would like to see the 
Cedar Park Development Corporation, CP Chamber, and City of Cedar Park, 
Williamson County) START in the next 12 months, what would that be?    
 
 
8. Do you need or are you going to need any type of financing soon for 
expansion?  If so, do you anticipate you’ll have any problems finding it locally?   
 

(Have you heard of the CP Banker Council which started recently?) 
 
 
9. Is there an adequate entrepreneurship infrastructure available in Cedar Park and 
the Austin region in terms of specialists involved in intellectual property, stock 
option/benefits, marketing, etc.? 
 
 
10.Incubator for CP—Are you familiar with incubators in general or have you ever had 
any contact with the Austin Technology Incubator?   

 
 
Would an incubator have helped you grow your firm (or if still in the start-up 
phase—might an incubator help your firm now?)  //Distinguish between physical 
space and set of services from the know-how network, networking and events etc.    

 
What would make the most sense—create a standalone new incubator? Establish 
an incubator as a satellite or in conjunction with ATI and CEI?  Or is no incubator 
necessary for the foreseeable future?   

 
If there is interest in an incubator, which organization(s) should be involved or 
responsible?  

 
 
11. What could the higher education institutions do in the near term which would 
most help your business? (Specifics for ACC, UT) Do you have much contact 
with the two institutions?    
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12. How would you evaluate the Cedar Park region in terms of its quality of life, 
physical infrastructure, and generally as a place to live and work? (Possible 
follow-up question:  
 
 
 
13. What most excites you about the Cedar Park region currently and in the 
future? 
 
 
14. If you could change one thing right now about doing business in Cedar Park, 
what would that be?  
 
 
15. Anyone in particular we should be sure to talk with? Who else (either 
entrepreneurs, those working with start-up companies, or generally knowledgeable 
individuals about the CP economic scene) should we talk with locally?   
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Questions for Cedar Park Leaders  
 
 

Main purposes: 
 

1. Obtain your views about Cedar Park’s assets and challenges 
2. Your thoughts about specific actions which would benefit your entrepreneurs  
3. Your feelings about the report and  
4.  Individuals with whom we should definitely talk  

 
 

CP As A Place to Do Business and Live 
 

The purpose of this set of questions is to obtain insights about the factors that 
affect decisions to locate and/or expand businesses in Cedar Park. 

 
1.  What are some of the major factors that influence decisions by smaller 
companies to choose CP as their home? Or for business owners to choose to live 
in CP? Probe/prompt for such items as: 

 
g. availability of financing  
h. family/school/personal ties 
i. availability or quality of labor force  
j. major customer(s) located here 
k. favorable tax structure 
l. other……………………………… 

 
 

1a. Which is the most important factor? 
 

2.  What are Cedar Park’s competitive advantages over Pflugerville, Bastrop, San 
Marcos, Georgetown, or even Round Rock and Austin? 

 
 

3. How would you evaluate the Cedar Park region in terms of its quality of life, 
physical infrastructure, and generally as a place to live and work? (Possible 
follow-up question: What most excites you about the Cedar Park region currently 
and in the future? 

 
 

4. Other than reducing taxes and improving local schools, what single action could 
the local leaders do to encourage entrepreneurs (or others) to expand during the 
next five years? (If you could change one thing right now about doing business in 
Cedar Park, what would that be?) 
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5. In terms of future CPDC priorities, how would you rank or prioritize (1) 
recruitment of medium –size or large companies; (2) retention and assistance to 
current businesses;  (3) development of new small businesses (technology and 
export-oriented)? 

 
 

6. What are some other things (entrepreneurship activities broadly defined) which 
would help smaller firms (again technology-based and export-oriented) to grow 
IMMEDIATELY? 

 
 
 
7. What would be examples of entrepreneurship activities (broadly defined) which 
would help your business (or technology-based and export-oriented smaller 
companies) grow longer term, say over the next FIVE YEARS?  

 
 

Biggest Needs of Your Entrepreneurs 
 

8. Financing—Is this a problem for your entrepreneurs and what, if anything, can 
or should CPDC do? Do you need or are you going to need any type of financing 
soon for expansion?  (Have you heard of the CP Banker Council which started 
recently?) 

 
 
 

9. Incubator for CP—Are you familiar with incubators in general or have you ever had 
any contact with the Austin Technology Incubator?   
 
 

Would an incubator help grow firms (or if still in the start-up phase—might an 
incubator help your firm now?)  //Distinguish between physical space and set of 
services from the know-how network, networking and events etc.    
 
 
What would make the most sense—create a standalone new incubator? Establish 
an incubator as a satellite or in conjunction with ATI and CEI?  Or is no incubator 
necessary for the foreseeable future?   
 
 

10.  If there is interest in an incubator, which organization(s) should be involved or 
responsible?  Is the CPDC ready to invest funds for an incubator?  
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11. Hypothetical—If CP didn’t have to stimulate demand for entrepreneurs but 
had say 5 or 10 entrepreneurs very interested in locating within the community, 
what would the community be ready to do to assist them to grow their businesses? 

 
 

 
12. What could the higher education institutions do in the near term which 
would most help CP’s smaller businesses? Do you have much contact with the 
two institutions?    

 
 

13. What specifically would you like to see in terms of enhanced collaboration 
between UT-Austin and Cedar Park businesses?  

 
 

Report and Findings 
 

14. Do you have anything specifically in mind that we should consider, 
investigate, or ask of entrepreneurs (or regarding a possible incubator)?  

 
 
 

Additional Interviews 
 

15. Anyone in particular we should be sure to talk with? Who else (either 
entrepreneurs, those working with start-up companies, or generally knowledgeable 
individuals about the CP economic scene) should we talk with locally?   
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Detailed Budget Projections 
 

 Year One   

    

 Projected Expenses   

    

 Salaries   
 Director's salary  $85,000.00  
 Secretary's salary  $24,000.00 Might be part-time during first year and 

ending at full-time. 
 Fringe Benefits  $29,430.00 At rate of 27%
 Salary Subtotal $138,430.00  

   
 Promotional   
 Venture Conference Sponsorships & 

Attendance Fees
 $3,000.00 Mostly within Texas + key technology 

areas outside Texas
 Travel  $12,000.00 ~15 trips for recruiting, conferences, etc 

Includes 7 trips for board members and 
CPDC staff to other incubators

 Marketing (Materials, ads)  $6,000.00 Includes printing
 Hosted promotional events  $4,000.00 2 events, costs shared, as well as 

receptions 
 Marketing Consultant  $10,000.00 For Austin region and statewide marketing

    
 Promotional Subtotal  $35,000.00  
    
 Other Costs   
 Computers and printer  $2,000.00  
 Phones and Intenet  $1,200.00  
 Equipment Rental & Supplies  $2,600.00  
 Miscellaneous  $3,600.00 Books, computer maintenance, 

membership dues, post office expenses, 
computer maintenance etc.

 *Rent Subsidy  $3,825.00 20% subsidies for CP companies, with an 
assumption of 3 CP companies, for six 

months, and 2550 sq. ft total
    
 Other Costs Subtotal  $13,225.00  
   
   
 Total Direct Costs $186,655.00  
    
 Management Fee--IC²  (To be negotiated)
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   * ATI rental costs are either $21 sq.ft. or 

$15 sq. ft. The subsidized rates to the 
companies would be: $16.8 sq.ft. and $12 
sq.ft. For purposes of estimate, all 2550 
sq. ft. are assumed to be rented at the 
lower rate. Therefore, the incubator would 
provide an annual subsidy of $3 per sq. ft. 
for six months or half that amount 
annualized.   

   
    
    
    
 Possible Supplemental Costs   
    
 Building and Facility Costs  Furniture and web and mail servers 

depending on CPDC capacity and when 
the CP incubator decides to go "live."

    
    
    
 

Projected Income
  

    

 None   
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 Year Two   

    

 Projected Expenses   

    
 Salaries   
 Director's salary  $87,550.00  
 Interns  $10,000.00 Assume 1 MBA or MSSTC level @ $10k 

over the course of a calendar year)
 IT Staff  $27,500.00 At half-time (Other half-time is paid for 

directly by companies through consulting 
on their specific IT tasks)

 Secretary's salary  $24,720.00  
 Fringe Benefits  $33,012.90 At rate of 27%
 Salary Subtotal $182,782.90  
   
 Promotional   
 Venture Conference Sponsorships & 

Attendance Fees
 $6,000.00 Mostly within Texas + key technology 

areas outside Texas
 Travel  $8,500.00 ~10 trips for recruiting, conferences, etc
 Marketing (Materials, ads)  $6,000.00 Includes printing
 Hosted promotional events  $6,000.00 3 major events, costs shared, as well as 

receptions 
 Marketing Consultant  $11,000.00 For Austin region and statewide marketing

    
 Promotional Subtotal  $37,500.00  
    
 Other Costs   
 Internet Usage  $21,600.00 Cost for two T-1's with Internet Service 

Provider (ISP)  Enough bandwidth to 
supply companies with adminstrative type 
email and web access. Probably sufficient 

to accommodate company run web and 
email servers during this year.

 *Phones--Local  $25,000.00 ATI is $108,000
 Equipment Rental  $4,200.00 Copier(s)
 Supplies  $6,000.00 ATI is $14,400
 Miscellaneous  $3,600.00 Books, computer maintenance, 

membership dues, post office expenses, 
computer maintenance etc.

 Building Maintenance  $6,000.00  
 Equipment Purchase  $17,500.00 See below for equipment detail on web 

and email servers, router and switches 
 Other Costs Subtotal  $83,900.00  
   
   
 Total Direct Costs $304,182.90  
 Management Fee--IC²  (To be negotiated)
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 * An incubator-based telephone 
system has three benefits:  1) 
companies save resources in the short-
term if they can rent phones instead of 
setting up their own proprietary phone 
system; 2) the incubator can charge a 
premium for its use and make a small 
surplus on phone service; and 3) 
incubator policies permitting, the 
incubator can provide a short-term 
loan for any company unable to pay its 
phone bill.   
 

 

    
    
   
    
    
 Projected Income   

    
 Tenant Rent  $90,000.00 Assumption of a 15,000 sq. ft. building, 

with 50% occupancy in year I  At average 
subsidized rate of $12 sq.ft., average of 

1000 sq.ft. per company, 7-8 companies 
the first year. 

 Phone chargebacks  $25,000.00 to companies 
 Other  $7,500.00 Supply chargebacks (coffee, copy fees) 

ATI is 19,500 annually for these items
    
   $122,500.00  
    
 Possible Supplemental Costs   

 Building and Facility Costs  Furniture, utilities, or rental costs if private 
facility (UT does not charge rent or utility 

costs to ATI)
    
    
 Equipment Breakdown   

Item Cost per item/Quantity  Total Cost notes
Cisco Router 2500 (1) $2,500 Typical price for a router with two 

interfaces for T1 connectivity
Port Switch 1000 (1) $1,000 This can be used to link about twenty 

companies when they provide their own 
gateway and switches or can accommodate 

about 10 offices assuming two 
connections per office.  Addional switches 

needed as number of companies and 
offices increase.
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Web server 3500 (2)  $7,000 Could house multiple company 
informational websites, one would be 

primary, the other one will would mirror 
the primary and would be available in case 
of primary web server failure. Not needed 

if companies co-locate their websites 
elsewhere.  Additional servers and high 

bandwidth likely to be required as 
complexity of websites increase.

Mail server 3500 (2) $7,000 Could accommodate multiple company 
email needs, one would be primary, the 
other one will would mirror the primary 

and would be available in case of primary
email server failure. Not needed if 
companies co-locate their websites 

elsewhere.  Outgoing mail services could 
be negotiated with Internet Service 

Provider (ISP)
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 Year Three   

    

 Projected Expenses   

    
 Salaries   
 Director's salary  $90,177.00  
 Interns  $15,750.00 Assume 1.5 MBA or MSSTC level @ 

$10,500k over the course of a calendar 
year)

 IT Staff  $28,000.00 At half-time (Other half-time is paid for 
directly by companies through consulting 

on their specific IT tasks)
 Secretary's salary  $25,462.00  
 Fringe Benefits  $35,475.03 At rate of 27%
 Salary Subtotal $194,864.03  
   
 Promotional   
 Venture Conference Sponsorships & 

Attendance Fees
 $6,000.00 Mostly within Texas + key technology 

areas outside Texas
 Travel  $9,000.00 ~10 trips for recruiting, conferences, etc
 Marketing (Materials, ads)  $6,500.00 Includes printing
 Hosted promotional events  $6,000.00 3 major events, costs shared, as well as 

receptions 
 Marketing Consultant  $12,000.00 For Austin region and statewide marketing

    
 Promotional Subtotal  $39,500.00  
    
 Other Costs   
 Internet Usage  $32,400.00 Cost for three T-1's with Internet Service 

Provider (ISP).
 Phones--Local  $50,000.00 ATI is $108,000
 Equipment Rental  $4,200.00 Copier(s)
 Supplies  $10,000.00 ATI is $14,400
 Miscellaneous  $3,600.00 Books, computer maintenance, 

membership dues, post office expenses, 
computer maintenance etc.

 Building Maintenance  $6,000.00  
 Equipment Purchase  $2,500.00 Maybe one router 
 Other Costs Subtotal  $108,700.00  
   
   
 Total Direct Costs $343,064.03  
    
 Management Fee--IC²  (To be negotiated)
    
    
 Continued on next page   
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 Projected Income   

    
 Tenant Rent  $156,000.00 Assumption of a 15,000 sq. ft. building, 

with 80% occupancy in year 2  At average 
subsidized rate of $13 sq.ft., average of 

1000 sq.ft. per company, 12 companies the 
second year. Note that an 80% occupancy 
rate would essentially mean full capacity 

as upwards of 20% of incubator space 
utilization frequently is allocated to 

common areas and staff offices. 

 Phone chargebacks  $50,000.00 to companies 
 Other  $12,500.00 Supply chargebacks (coffee, copy fees) 

ATI is 19,500 annually for these items
    
   $218,500.00  
    
    
    
 Possible Supplemental Costs   

 Building and Facility Costs  Furniture, utilities, or rental costs if private 
facility (UT does not charge rent or 

utilities to ATI)
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IC² Institute  
The University of Texas at Austin  
 
IC² [Innovation, Creativity & Capital] Institute is devoted to accelerating wealth and job 
creation, and shared prosperity at home and abroad.  IC²’s “early experiments” such as 
the Austin Technology Incubator (ATI), The Capital Network, and the Austin 
Technology Council, are ongoing activities that continue to contribute to the Austin 
region’s growth, and continue to serve as learning laboratories nationally and 
internationally.   
 
Dr. George Kozmetsky (1917-2003) founded IC² Institute at The University of Texas at 
Austin in 1977 while he was Dean of the College of Business Administration and the 
Graduate School of Business.  Kozmetsky was the co-founder and former Executive Vice 
President of Teledyne, Inc, and was awarded the National Medal of Technology in 1993 
as an acknowledged expert in – and champion of – high technology entrepreneurship.     
 
Austin Technology Incubator (ATI) 
ATI supports the growth and development of emerging technology companies by 
providing targeted services which include: strategic advice, access to financing, 
marketing & public relations support, mentoring, and turn-key infrastructure.  ATI has 
been one of the most successful technical business incubators in the United States. Two 
years ago, a new incubator focused on clean energy and energy conservation, was created 
within ATI.  
 
Commercialization Training & Consulting 
IC² Institute offers its 25 years experience in technology commercialization to regional  
policymakers, educational institutions, and local and international investors. These 
resources include benchmarking studies, high-tech cluster analyses, strategic planning, 
and other consulting services. Education modules are currently offered in: Accelerated 
Technology Assessment and Commercialization (ATAC); Incubator Management and 
Technology Commercialization Training; Converting Technology to Wealth; and 
Economic Development Programs in Emerging Regions.   
 
Digital Media Collaboratory (DMC) 
The DMC is an initiative of IC² Institute, the College of Communications at UT-Austin, 
and Stanford University. DMC was established early in 2003 to research, develop, and 
implement new interactive technologies and digital content for new learning and training 
systems.    
 
Masters of Science in Science & Technology Commercialization (MSSTC) 
IC²’s Masters of Science Degree in Science & Technology Commercialization (MSSTC) 
is a one-year degree program to inculcate professionals with specialized skills to 
accelerate the transfer of technology-based ideas into products and services in the 
marketplace. The program focuses on early stage wealth creation processes and related 



                                                                                                                                                           APPENDICES                                                  
                                                                                                                                                                       
 

 83

business practices for launching and sustaining a successful technology enterprise in a 
new or existing organization.   
 
IC² Institute  
The University of Texas at Austin   
2815 San Gabriel Ave.   
Austin, TX 78705  
Website:  www.IC2.org 
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MSSTC Online Discussion Group 
 

Primary research was conducted through the alumni base of UT-Austin’s Master’s 
Program in Science and Technology Commercialization (MSSTC).  There are presently 
on the order of 300 MSSTC alumni, spread throughout the United States and other 
countries. There are alums in Russia, Australia, Brazil and many other nations, and there 
is also a substantial concentration of alumni in Central Texas. IC2 maintains an e-mail list 
for contacting the alumni worldwide. A request was sent to this list for alumni who might 
have an interest in shaping suburban Austin economic development policies to respond 
to. Respondents were signed up to a Yahoo!® Group for the purposes of conducting 
discussions and collecting information.  
 

Twenty MSSTC alumni identified themselves as having an interest in this topic 
and joined the group. At least three of the alums live in or in close proximity to Cedar 
Park. As a group, the alumni are all entrepreneurially oriented, and many have firsthand 
experience with the Austin Technology Incubator as client companies. We estimate that 
the demographics of this group closely mirror those of the MSSTC program, with an 
average age of approximately 40 and a range from early 20’s to 60’s. The most important 
characteristic of this group is that they are all self-identified potential clients of an 
incubator, although some are geographically too far away to be target clients for the 
Cedar Park Incubator.  
 

In addition to the open discussions with the group, which have been included 
throughout this report, a number of poll questions were posted for the group to respond to 
regarding various aspects of the Cedar Park Incubator. Questions and responses are listed 
below: 
 
 

1. You're a start-up or early stage company CEO. Would you be comfortable with 
having any incentives to relocate to Cedar Park tied to job creation targets over a 
two-year period? (that is, you have to add x number of jobs in year 1, y number in 
year 2) 

 
Respondents were given two options: Yes, or No. Responses were split 50/50. 

However, a number of the Yes responses were qualified by their respondents during 
further discussions on the group message board. The responses and discussion indicate a 
very high level of concern and resistance on this topic among potential Cedar Park 
Incubator clients. This resistance was echoed in a number of interviews with Cedar Park 
entrepreneurs. While no entrepreneur will intentionally hold back the growth of their 
company, they also realize that business conditions can change overnight. If 
entrepreneurs are relying upon an incentive as a key component of their revenue model, 
and many may be at that early stage of development, then there needs to be some 
flexibility in the structure of that incentive. Bearing in mind that the CPDC must see to its 
mission of job creation, we suggest that a venture capitalist attitude be taken toward job 
creation in the startups: out of every 10 the receive incentives, some portion will fail, 
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some portion will survive but only barely, and the smallest portion will be runaway hits. 
It is the latter that will more than accomplish the job creation return on investment, 
regardless of the targets set for the overall group. 
 
 

Question 2: Would you view a close affiliation of the Cedar Park Incubator with ATI 
as a positive or a negative? 
 

Possible responses to this question were Very Positive, Positive, Negative and 
Very Negative. Bearing in mind that not all group member experiences with ATI were 
completely positive, as will always be the case with a properly run incubator when 
companies are obviously not going to be viable, we were surprised by the response of 
14% seeing it as Very Positive, with the remaining 86% seeing the association as 
Positive.  
 
 

Question 3: There is an opportunity to co-locate a group of digital and traditional 
artists and their retail gallery with the incubator. This is a very commercially oriented 
group of artists. Do you view their presence as:  
 

Possible responses to this question were also Very Positive, Positive, Negative 
and Very Negative. The group of digital artists is Big Sesh, who indicated an interest in 
such a location during our interview with them.  Responses were 36% Very Positive, with 
the qualifier that their presence might be what tips a decision in favor of locating in the 
Cedar Park Incubator, 57% saw Big Sesh’s presence as a Positive for the incubator, and 
only 7% saw them as a Negative. There were no Very Negative responses. This indicates 
that there is an opportunity for Cedar Park to differentiate its incubator with an anchor 
tenant like Big Sesh. In this position, Big Sesh would not really be an incubator client so 
much as they would be an attraction and mutual inspiration to the incubator companies. 
There may be an opportunity here to help Big Sesh grow, while at the same time 
recapturing some revenue for Cedar Park, that merits further exploration. 
 

Question 4: The location of the incubator can either be a)in CP's new Town Center 
development, which will include retail, restaurants, and residential, or b)in a near-
green field industrial park with lots of room to build expansion buildings and 
industrial- grade infrastructure (roads, etc), but is further from 183. Which would be 
more attractive to early stage companies? 

 
Responses to this question were Town Center, Doesn’t Really Matter, and 

Industrial Park. Fifty percent of the respondents wanted the Town Center location, largely 
for its convenience to restaurants and other services. Roughly similar results were 
obtained from Cedar Park entrepreneur interviews. Almost one third of the respondents, 
29%, said the location really didn’t matter all that much, while 21% wanted the room for 
expansion and industrial infrastructure of the industrial park location.  
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