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Over the past 30 years, venture capital (VC) has been an important source of financing for innovative companies. 

Not only have VCs harvested high profit from their portfolio of investments, but firms supported by VC too, 

including Amazon, Facebook, Google, Alibaba, and Intel have been high gainers. VC financing has had a large 

impact on the U.S. and global economy. With technology playing a more and more important role, we have seen 

that FinTech, Life Sciences/Biotech, and Information Technology have started to draw a large amount of capital 

from VCs in recent years. 

In this study, we seek to better understand the trends in the overall venture ecosystem in the U.S. and its 

implications for the future growth of venture financing. Most importantly, we are looking across different VC 

clusters in the U.S. and providing an analysis for each cluster compared to the others.  
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School. Chen, Chen, Gao, Sharma, and Yuan are Masters students at Brandeis International Business School. We are alone responsible 
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DATA AND METHODOLOGY 

We collected all the data of VC deals in the last three decades (1990.01 - 2019.08) from VentureXpert. It is a 

dataset that contains unique identifiers for each VC deal, its dollar amount & round number, and the detailed 

information of each VC backed company, including business description, SIC industry, public status, etc. The 

whole dataset dollar amount is then cleaned and adjusted by 2019 CPI index. After excluding international 

companies, there are 169,273 VC deals of 61,965 companies in total. 

For further research, we segmented the data into different decades, industries, and geographical regions and 

compared across these different levels. The entire time frame of our analysis, is divided into three parts, where 

years from 1990 to 1999 is the first decade, 2000 to 2009 is the second decade and 2010 to August 2019 is the 

most recent decade. By working on the data from different decades, we can easily compare the growth rates of 

different metrics. For industries, we segmented them into Life Science, Information Technology, FinTech and 

other industries. As for the geographical regions, we chose to segment the dataset into different metropolitan 

statistical areas (MSA), which is a region with a high population density at its economic core. Looking at the data 

on the MSA level is more systematic for the analysis afterward.  

RESULTS AND ANALYSIS 

 Figure 1: U.S. Venture Capital Deals  

 

 

 Figure 2: U.S. Venture Capital and U.S. GDP Growth Rate 
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In Figure 1, the bar and the line represent the total U.S. VC deal counts and the total deal amounts respectively. 

As can be seen, the VC industry has grown during the last 30 years from less than 20 million in 1990 to almost 

200 million in 2018, becoming one of the most important financing sources for private companies. VC activity 

was affected by the dotcom bubble, as seen in Figure 2 but was able to recover in the following years. In general, 

the overall growth rate of VC activity moves closely with the U.S. GDP. Since they are correlated to each other, 

any drop in the VC activity can be explained by the macro economy to some extent. 

 

  Figure 3: Top 10 MSA by Round Amounts         Figure 4: Top 10 MSA by Deal Counts  

 

As shown in Figures 3 and 4, the top 5 MSAs between 1990 - 2019 are almost the same whether analyzed by deal 

count or the total amount invested. Over these last thirty years, the leading MSAs in the U.S. for VC activity have 

been. San Francisco and San Jose, followed by New York, Boston and Los Angeles. In the last three decades, San 

Francisco based deals have totaled around $300 billion, with investments made in approximately 18,000 deals, 

while the Boston region has invested around $160.72 billion in approximately 13000 deals.  



25 
a₹tha 

Indian Institute of Management Calcutta 

Table 1: Comparison of Top 5 MSAs in the last three decades - Total Deals

 

Table 2: Comparison of Top 5 MSAs in the last three decades - Early Round 

 

From Tables 1 and 2, we can see that not only are San Francisco and New York leading in absolute number, their 

growth rates have also remained high over time. The other three MSAs including Boston slowed down and even 

shrank in certain years. For example, the growth rate in VC deal amount in Boston is 28% from D2 to D3, which 

is much less than 181% of San Francisco. This continuous high growth rate in San Francisco could be explained 

as it is considered as the global center of innovation, Silicon Valley. In addition, San Francisco has also benefitted 

from innovation spillovers leading to a scale effect on entrepreneurship thus contributing to this great momentum 

from decade to decade. Another point that is worth noting is that Boston has been surpassed by New York during 

the last decade. Although Boston is where venture ecosystem got started in the U.S., New York has caught up in 

terms of both deal numbers and total amounts in recent years. 

Figure 5: Successful Exits for All Sectors 
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However, VC investments by itself do not tell us the whole story of a VC ecosystem. One has to consider the 

success of these investments and hence we also looked at the successful exits of VC backed companies to gain 

further insights. As shown in Figure 5, where the successful exits include IPOs & mergers and acquisitions, 

Boston ranks third in terms of successful VC backed outcomes, closely following San Francisco and San Jose, 

and leading New York by about 37%. Overall, among all companies that were VC backed, around 6% went public 

and 20% got acquired while 7% went bankrupt and around 8% were leveraged buyouts in the last 30 years. The 

remaining VC backed companies resulted in failure. 

Table 3: Comparison of Top 10 MSAs in the last three decades - Successful Exits Counts 

 

 

Comparing the data segmented into three decades, we can get a few additional interesting insights. First, even 

though both Boston and San Jose have more successful exits in total than New York, they fell behind New York 

in the recent decade. Second, almost every MSA has seen a decline in the number of successful exits, even when 

scaled by population from D1 to D3. Most importantly, the growth rate of successful exit is negative for almost 

every top 10 MSA in the recent decade. 

 

To analyze further, we did the same exercise by analyzing subsectors of FinTech, Life Science, IT and compared 

how start-ups trends changed in the last 30 years across the top 10 VC ecosystems in the U.S.  

Figure 6: Round Amounts of Top 10 MSAs by subsectors (1990-1999) 

 

Figure 7: Round Amounts of Top 10 MSAs by subsectors (2000-2009) 
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Figure 8: Round Amounts of Top 10 MSAs by subsectors (2010-2019) 

 

       

 

Figures 6, 7, and 8 show the round amounts of subsectors in each MSA over the last three decades. As can be 

seen, most of the VC capital has been invested in the IT sector, especially in the early years when the information 

highway was a strong attraction. As for the other two subsectors, Life Science has been leading and growing in 

Boston and San Diego while FinTech is becoming a new focus in New York and San Francisco. Boston 

specifically, has been attaching greater importance to Life Science where the percentage invested has gone up 

from 28% to 42% in Life Sciences while the percentage of FinTech only grew from less than 1% to 3%.   

Figure 9: Early Round Amounts of Top 10 MSAs by subsectors (1990-1999) 

 

 

Figure 10: Early Round Amounts of Top 10 MSAs by subsectors (2000-2009) 
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Figure 11: Early Round Amounts of Top 10 MSAs by subsectors (2010-2019) 

 

        

Analyzing the early round amounts (i.e., only Series A and Series B investments) of sub sectors shown in Figures 

9, 10 and 11, also provide us with some additional information. Overall, it shares the same pattern with the total 

round amount but there are some new geographic clusters that show up in the top 10, such as Cleveland and 

Pittsburgh. However, along with Houston and Dallas, they barely have capital invested in the three primary sectors 

we focus on, i.e., Fintech, Life Sciences, and Information Technology. Rather, most of the capital has been 

invested in other sectors, including capital intensive sectors such as manufacturing, transportation, 

communication, wholesale and retail trade. Since 2000, Boston is a few steps behind (by early stage amount 

invested), while San Jose and New York still come out at the top. Interestingly, San Francisco did not make it to 

the top 5 during 1990 to 1999, by early stage VC investments, but has caught up in the following 2 decades. 

Figure 12: Deal Counts of Top 10 MSAs by subsectors (1990-1999) 

 

Figure 13: Deal Counts of Top 10 MSAs by subsectors (2000-2009) 
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Figure 14: Deal Counts of Top 10 MSAs by subsectors (2010-2019) 

 

   

Consistent with what is mentioned in the previous paragraph that “other” sectors are relatively more capital 

intensive, thus accounting for a lower portion by deal counts (Figures 12, 13 and 14) than when analyzed by deal 

amounts. Otherwise, the top 10 MSAs share the same overall pattern by deal counts as they do with deal amounts. 

San Francisco and New York have seen a drastic increase in the number of deals and their growth rates are more 

than 300% and 500% respectively, much larger than that of San Jose and Boston, which were the leading MSAs 

prior to the bust of the tech bubble. San Jose in particular, which was the number one MSA in the first two 

decades, has shrunk in the number of deals during 2010-2019, falling from 6,181 deals in the last decade to 4,651 

deals in the current decade.  

 

Conclusion 

Overall, the Venture Capital market in the U.S. is huge and is continuously growing.  Except for the effects of the 

dotcom bubble and the financial crisis, the industry has been growing over the last thirty years. In 2018, there 

were more than 8000 deals and around 200 million dollars were invested. San Francisco, San Jose, New York 

and Boston are the four MSAs that have the highest deal amounts and deal numbers. However, they all have been 

showing very different venture ecosystem dynamics. In the U.S., Boston is where venture capital investments 

started; Silicon Valley and the Bay areas have over time developed more professionalized and institutionalized 
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VC funds, while New York has seen a very robust venture market over time because of the presence of Wall 

Street and institutional capital. A more detailed analysis by sector, would likely provide additional insights to the 

dynamic nature of VC ecosystems in the U.S. 
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