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We’d rather be making history than looking back on it. Introducing the Genesis G80 Sport. An impeccably crafted balance 

of power and detail, with its aggressive dark-chrome crosshatched front grille, carbon-fiber-trimmed dash, and 19-inch 

copper accented alloy wheels artfully surrounding a 365-hp twin-turbo engine that will pin you to its copper stitched sport 

seats. Add in the peace of mind of our most advanced safety features standard and Complimentary Service Valet, and it’s 

easy to see why the G80 Sport follows none. It’s designed from the ground up the only way we know. Our way. Genesis.com.

Estimated horsepower based on premium fuel. Service Valet available from Authorized Genesis Retailers during complimentary maintenance period. Includes normal wear, parts replacement 

and warranty repairs for 3 years or 36,000 miles, whichever comes first. Coverage area varies by retailer. Charges and fees may apply. Applies to original owner/lessee only. Safety features 

standard on Genesis G80 and G90 models.
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Kaspersky for Business

Mission 
Secure

True Cybersecurity for Business
Your mission is clear: protect your business against every type 
of cyberattack. 

Only Kaspersky Lab’s True Cybersecurity gives you the expert 
analysis, machine learning and big data you need to stay ahead 
of cybercriminals. Secure your business—at the endpoint and 
beyond—with the world’s most awarded cybersecurity.

Discover our next generation solutions at 
usa.kaspersky.com/nextgen



PHOTOGRAPH BY JOYCE KIM

Contents

PG.86

“I say, every 
single day, let’s 

control every 
single thing  
we know we
 can control.”  

—SAUNDRA PELLETIER, CEO 
of Evofem, the San Diego�

based drug company behind 
Amphora, a new contraceptive 

gel currently in clinical trials
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ON THE COVER UMA VALETI, CO-FOUNDER AND CEO OF MEMPHIS MEATS, PHOTOGRAPHED IN SAN FRANCISCO BY RAMONA ROSALES
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The Trip That  
Changed Everything 
The founders of Lyft, Kayak,  

Vosges Haut-Chocolat, and other 

fast-growing companies explain 

how travel inspired them.  

—

86
• INNOVATE 

Can She  
Make It Gel? 
Saundra Pelletier’s  

company, Evofem, has 

developed a contraceptive 

gel that could be the 

biggest breakthrough in 

birth control since the  

pill. But first she has to  

convince the FDA, which 

has turned her company 

down once already. 

By Kimberly Weisul

—
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Power Player 
Invenergy didn’t aspire to be a  
green-energy company, but founder  
Michael Polsky smartly adapted  
to the changing power environment.
By David Whitford 

—

70
• TECH

Chicken Without  
the Chicken
If Memphis Meats has  

its way, you’ll be turning 

to its lab—instead  

of a farm—to put meat  

on your dinner plate.

By Jeff Bercovici

—

Features

�
TOWER OF POWER

The base of this 
262-foot-tall wind 

turbine, in Marseilles, 
Illinois, extends only 

seven feet below grade, 
but it contains more 

than a million pounds 
of concrete and rebar. 
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Slack takes the hardest part of all our jobs — communication — and makes it 

simpler, more pleasant, and more productive. Whether you’re collaborating, 

brainstorming, striking deals, approving expenses, standing up with your team or 

sitting down with a new client, you can do that all in Slack. And then everyone is 

in the loop, no one’s in the dark, and it’s all time-stamped and searchable.

Research, sell, forecast, design, negotiate, deliberate, merge, deploy, resolve, 

secure, facilitate, build and create in one place. Slack. It’s where work happens.

Try it with your team at

slack.com
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2018 S560 Sedan shown in Iridium Silver metallic paint. Optional equipment shown and described.  ©2017 Mercedes-Benz USA, LLC For more information, call 1-800-FOR-MERCEDES, or visit MBUSA.com.

Introducing the new 2018 S-Class. Never before has an S-Class existed in more complete harmony 

with both its driver and its surroundings. With a single selection, you can adjust the 64-color ambient 

lighting, cabin climate, fragrance intensity and Burmester® Surround Sound System to match your 

mood. All while an advanced suite of driver assistance systems intelligently monitors the road ahead 

and micro-adjusts the drive — reenergizing the driver and an industry. MBUSA.com/S-Class

It soothes the five senses. 

It drives with a sixth.
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I N C .C O M / B I G - I D E A S

  4
—

SUSTAINABILITY

INVESTMENTS

Implementing 
green energy  
strategies can  
qualify your com-
pany for federal and 
state tax credits.

2
—

LOCATION AND

CONSTRUCTION

New construction 
or locating your 
office in a dis-
tressed or rural 
area may entitle 
you to state or 
local tax breaks.

3
—

TRAINING

Some local agencies give 
grants of up to 50 percent 
of training costs for 
developing and retaining 
current employees.

1
—

JOB CREATION

AND HIRING

Businesses that 
add as few as  
10 positions—
especially for 
groups such as 
veterans and 
ex-felons—may 
be eligible for 
job-creation tax 
credits or cash 
incentives.

4 Ways to Get Tax Credits  
for Your Business 
Your business is probably eligible for tax  
abatements, cash grants, or other credits. But are 
you taking advantage? Inc.com columnist Monique 
Claiborne explains how you can save a bundle 

“As you get to the next level in your career and your life, 
there are these moments when you become challenged, 
and your idea of yourself can get challenged, too.”
—Piera Gelardi, co-founder and executive creative director of Refinery29 � inc.com/women-who-lead

Inc.com

INC.COM/NOTES-TO-MY- 
YOUNGER-SELF

Neil Blumenthal

Co-founder and co-CEO  
of Warby Parker

“There’s this misper-
ception that great 
entrepreneurs need to 
risk it all and do it as 
quickly as possible.”

INC.COM/NOTES-TO-MY- 
YOUNGER-SEL F 

Drew Houston

Co-founder and CEO of Dropbox

“It’s all these things you 
might not even notice 
that really set the stan-
dards for the team.” 

INC.COM/PEAK-PERFORMANCE

Amelia Boone

Apple attorney and  
American obstacle racer

“It’s one foot in front of 
the other. If you take a 
break, you’re not getting 
back up.”  
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GET

CLOSER

H O W E V E R  

 Y O U  F E E L

R E A L L Y 

F E E L

New QC®35 II  

wireless headphones.  

Our most powerful yet.  

Now with your  

Google Assistant  

built in.
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we’re here to help. Need to tell the world your story? No problem. theupsstore.com



S AN EXPLANATION for  

entrepreneurial success, 

the vision thing has been 

taking its lumps lately. 

Great ideas are a dime a 

dozen, goes the argu-

ment; what’s scarce is 

people who can execute on them. While the importance 

of execution is indisputable, a string of conversations 

we’ve had recently at Inc. has reminded us all that 

greatness always, always starts with the 

idea—or, to be precise, an idea backed by 

ferocious belief.

On the stage of Inc.’s Women’s Summit, 

we hosted the great Sara Blakely, founder 

of Spanx and the youngest self-made 

female billionaire in history. Spanx’s origin 

story is famous—Blakely cut the feet off pantyhose and 

improvised a slimming product that solved a problem  

for women everywhere. The idea was simple, effective, 

and brilliant, but it would have died in Blakely’s Atlanta 

kitchen had she not followed it up by phoning, then 

visiting, every hosiery mill in North Carolina, until her 

conviction overwhelmed the skepticism she met in all 

quarters and she found a manufacturing partner. 

Two days later, on the stage of our Los Angeles iConic 

conference, the founders of Zumba Fitness made a similar 

point. You may know their startup story, too: how Alberto 

Perez, the company’s creative force, and Alberto Perlman, 

the CEO, met at the urging of Perlman’s mother to discuss 

Perez’s idea for a business that made fitness fun. After 

the two agreed that they loved the concept, Perez asked, 

“Do you have any money?” “No. Do you?” “No.” Perfect, 

the two agreed—what could possibly go wrong? 

What I hadn’t heard before was this: At the time of  

the meeting, Perez already had a lead on a million dollars 

in funding. Why did he turn instead to the penniless 

Perlman? “Something in here,” he says, pointing toward 

his well-muscled chest, “told me that he was the partner 

I was looking for.” So, success lesson number one:  

Listen to your heart. Number two: Listen to your mom. 

In the issue you’re holding, you’ll find still other 

stories of world-changing vision backed by fierce con-

viction. As San Francisco bureau chief Jeff Bercovici 

relates in our cover feature, Memphis Meats co-founder 

Uma Valeti left a comfortable career in cardiology to 

pursue the idea of growing real meat in the laboratory. 

He remains a long way from a commercial product. 

What holds the company together is incremental prog-

ress and Valeti’s belief that the idea will work—that, 

indeed, it must work, to save the planet. 

The same mix of science and conviction is central to 

editor-at-large Kimberly Weisul’s feature about Saundra 

Pelletier, CEO of Evofem, maker of a breakthrough 

contraceptive gel. Pelletier and her company are caught 

in the regulatory mire known to every company trying to 

introduce an innovative medicine. While FDA clinical 

trials proceed glacially, Pelletier is holding her company 

together by force of will. There is no guarantee Evofem 

will succeed. But there would have been no chance at all 

without Pelletier’s vision. 

W E L C O M E

SEEING  
VISIONS

A
While FDA clinical trials proceed  

glacially, Pelletier is holding her company 

together by force of will.
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Take advantage of your dedicated presence at Inc., the 
go-to source for all things entrepreneurial, and showcase 
your business in a trusted context. Increase revenue by 
generating more quality leads and prospects through 
online search. Learn more at Inc.com/Verifi ed

SHOWCASE YOUR COMPANY WITH 
YOUR VERY OWN INC. VERIFIED PROFILE.



 

�
RESPECTING 
TRADITIONS 
People of Nagaland,  

in northeastern India, 

wearing traditional 

warrior garb. 

Start. 

Scale.

Thrive.HOW TO 
HIRE WHEN 
YOU CAN’T 
ASK ABOUT 
PRIOR  
SALARY 

20

“It felt  
important  
to me to help 
preserve and 
honor that 
culture.” 
—KATRINA MARKOFF, 

founder of Vosges 

Haut-Chocolat, who was 

inspired by a Naga necklace 

to create a curry and 

coconut truffle

PG.34

The joy of having a lot to learn PG.36
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••••

The  
Jargonator
Swatting the
buzzwords  
of business
By BEN SCHOTT

Illustration by HANNA BARCZYK

New rules limit what you can  
ask about a job candidate’s prior 
salary. These tips will help you 
hire legally and stay competitive

Don’t Ask, Don’t Tell

� �
CYBERLOAFING   
/ • verb. “Engaging in 
nonwork online activities 
while ‘on the clock.’ ” Of 
course, this is Inc., so 
reading the Jargonator  
at work counts as 
mission-critical research.
Source: BBC

STEVE JOBS-ING IT �  
/ • verb. Plotting to return to a 
company that you’ve been kicked 
out of, as Jobs did with Apple.  
This is, reportedly, former Uber 
CEO Travis Kalanick’s plan. 
Meanwhile, he’ll be circling Uber 
HQ disguised as a Toyota Prius.
Source: Business Insider

TIP SHEET HIRING

••••

AT LIFE IS GOOD, the Boston-based apparel company, 

asking candidates about their prior salaries was a 

crucial part of the hiring process, especially for senior 

positions. When the company hired a president about 

a year ago, “we relied on candidate salary expecta-

tions to educate us about the market, particularly 

incentive structures,” says co-founder Bert Jacobs. 

“The conversations were informative and helped us 

shape our compensation strategy for the role.” 

But that source of strategic info was threatened  

in August 2016, when Massachusetts became the first 

state to bar employers from asking job applicants 

about their previous salaries, because basing a new 

salary on a prior one perpetuates wage gaps between 

white men and everyone else. Since then, Delaware, 

Oregon, Puerto Rico, New York City, Philadelphia, 

and San Francisco have approved similar laws. “It’s 

a hidden form of discrimination—employers may 

think it is reasonable to ask and may not understand 

the discriminatory effect,” said D.C. congresswoman 

Eleanor Holmes Norton, who is co-sponsoring a  

bill  to ban the prior-salary question nationwide. At 

least three other states are considering similar laws 

as well.

The Massachusetts law goes into effect in 2018, 

but Life Is Good has already forbidden hiring man-

agers from asking about salaries. The company now 

bases starting salary offers on external job market 

data. Even if your state doesn’t have the restriction, 

you may be affected if you hire staff in states that do. 

These founders have learned to make smart salary 

offers while following the rules. —MIRIAM ROZEN
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BROPROPRIATION / • noun.  
John: “It’s when a man steals  
an idea proposed first by  
a woman.” Jane: “I literally  
just said that.”
Source: Buenos Aires Herald

MIND THE GAP
These companies go to  
extreme lengths to achieve  
equal pay for equal work

� SALESFORCE.COM In 2015, the San 
Francisco-based CRM 
company analyzed its 
payroll and then spent 
$3 million to close the 
pay gap it found. This 
year, it spent another 
$3 million topping  

up salaries when another audit 
showed that the gap had returned. 
“It’s a moving target,” wrote EVP 
Cindy Robbins at the time. “It must 
be consistently monitored and 
addressed.”

� BUFFER The social media manage-
ment platform, based in San 
Francisco, posts a list of its salaries, 
as well as the formula it uses to 
determine them. The transparency 
has helped the company get closer 
to a near-zero wage gap for those  
in similar roles, says spokesperson 
Hailley Griffis, and company-wide,  
the gap between male and female 
employees is now $2,400 per year, 
down from the $9,500 found  
in the first salary audit. “We still  
have more work to do to get to  
zero,” says Griffis.

� SKILLSHARE This online learning 
company in New York City ended 
salary negotiations in April 2017 
after a review found that good 
negotiators were making up  
to $10,000 per year more than 
others with similar jobs, says COO 
Matt Cooper. Today, “take it or leave 
it” offers are based on a simple grid 
that assigns salary according to job 
type and skill level. Cooper says the 
new policy has helped the company 
achieve gender wage parity and 
hasn’t hurt its hiring spree–the 
50-employee company added 15 
staffers since it was adopted.

WORKING IN A DATA MINE

Miriam Altman, co-founder 
of Kinvolved, a New York 
City�based educational  
software and consulting  
company, is using the vast 
amount of surprisingly  
specific salary data that’s 
available for free to bench-
mark her salary offers. She 
points to the AngelList 
website’s free tool, which 
has information on pay 
rates by job role and  
location. She also uses 
Glassdoor.com, a free 
crowdsourced database for 
job-market data. Finally, 
she collects anecdotal  
information at regularly 
scheduled meetings with  
a peer group of CEOs in  
her industry. The process 
helped her confidently 
make successful offers  
to a digital-content coor-
dinator and an impact-
assessment coordinator.  
It also revealed to her that 
“we were overpaying for 
certain positions,” she says. 
For companies with more  
resources, PayScale, an 
online service, conducts 
ongoing salary surveys of 
job seekers and verifies its 
results. Its localized salary 
data is available via sub-
scription.

HIRE FROM WITHIN

Dennis Hoover, co-founder 
of the Organic Coup, a San 
Francisco–based fast food 
chain, has found that the 
easiest way to manage 
salary-discussion restric-
tions is by promoting pri-
marily from within. Hoover 
knows what he’s paying his 
existing staff, and hiring 

internally means retention 
rates are higher and “you 
don’t have to deal with a lot 
of bad habits that people 
bring from other compa-
nies,” he says. As Hoover 
adds new locations, he 
plans to hire entry-level 
workers at just-above- 
market rates, and to train 
existing hourly workers to 
move into management. 
He’ll also relocate some to 
work in the new branches. 
The benefits of this strat-
egy—keeping loyal employ-
ees while avoiding salary 
negotiations—will outweigh 
training and relocating 
costs, Hoover says. 

WATCH YOUR LANGUAGE

While the law says hiring 
managers can’t initiate 
conversations about prior 
salary, if candidates offer 
that information, it’s fair 
game, says James Reidy, a 
lawyer at Sheehan, Phinney, 
Bass & Green in Manchester, 
New Hampshire. (He  
advises many companies 
affected by the salary- 
discussion bans.) “Once 
they disclose it, you can ask 
about it,” he says. Employ-
ers should make sure that 
they have trained their  
interviewers to avoid  
overtly “asking for the infor-
mation, or prodding in any 
way,” says Jason Habinsky, a 
partner at law firm Haynes 
and Boone in New York  
City. It’s also vital that HR  
departments amend their 
employment applications  
to remove any prior-salary 
questions if the application 
is used in a location  
affected by a ban.

� SNAPLICATION
/ • noun. McDonald’s used 
online job “snaplications” via 
Snapchat this summer. After 
watching a short advert, users 
“swipe up” to apply for a 
position. If they “swipe right,” 
can they date the Hamburglar?
Source: QSR

� PREMIUM MEDIOCRE
/ • adjective. “Premium 
mediocre is the finest bottle 
of wine at Olive Garden. 
Anything branded as ‘signa-
ture’ is premium mediocre,  
of course.” Truly, it’s the 
business model of our time.  
Source: Ribbonfarm



PERCENTAGE OF FIRMS THAT HIRED FIRST EMPLOYEE BY

PROFESSIONAL
SERVICES

TRANSPORTATION 
& WAREHOUSING

RETAIL TRADE

MANAGEMENT

HEALTH 
& EDUCATION

CONSTRUCTION

OTHER 
SERVICES

ENTERTAINMENT, 
ACCOMMODATION 

& FOOD SERVICE

INFORMATION

FINANCE, INSURANCE 
& REAL ESTATE

WHOLESALE TRADE

MANUFACTURING

R
ECENT RESEARCH SHOWS that if you don’t hire an employee early in your startup’s lifespan, you 
probably never will. Among startups that launch with no employees, “the bulk of hiring occurs  
in the first few years of existence,” says researcher Robert W. Fairlie of the University of 
California, Santa Cruz. “After a few years, the hiring rate of these companies drops off very 
fast.” Fairlie and Javier Miranda of the U.S. Census Bureau analyzed 2,460 startups in the 
Kauffman Firm Survey that launched without employees. (The survey, which followed the 
same batch of companies over seven years, didn’t include company types that were likely 

never to hire, such as independent consultants.) According to these researchers, by three years after startup,  
54 percent of firms had hired at least one employee; four years later, that had increased only slightly, to 59 
percent. The chart below shows how those hiring trends break down by industry. Increasing percentages after 
year 1 are skewed as the pool of surviving companies shrinks and is increasingly dominated by companies 
that hired at least one person, an effect that becomes more pronounced after year 2. —KRIS FRIESWICK

Hire Early or Not at All

TA L E N T  T R E N D S

MONEY 
MATTERS
—
Researchers found 

that after adjusting 

for other variables,  

assets (not including 

IP) increased the 

chances a firm  

would hire more 

than revenue.

JOB 
CREATORS
—
Over 70 percent of 

Asian American–

owned firms had 

hired at least one 

employee by the end 

of year 7, the highest 

rate of any ethnic 

category studied.

9% 13%5%

THE HIRING 
GENDER GAP
—
Female-owned firms  

in the survey are 10 

percent less likely to 

hire their first employ-

ee, even after seven 

years, than male-led 

firms, according to 

Fairlie and Miranda.

PATENT,
YOU ARE

TRADEMARK,
YOU ARE

COPYRIGHT,
YOU ARE

 1 YEAR AFTER STARTUP  2 YEARS AFTER STARTUP  7 YEARS AFTER STARTUP

20% 40%30% 60%50% 70% 80% 90%

OTHER INDUSTRIES

IF YOU OWN A 
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more likely to hire your first employee in your first seven 

years than a company that doesn’t own this IP.
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HOW DO YOU 
REWARD A TOP 
PERFORMER 
WITHOUT 
HARMING 
TEAM 
MORALE?
� Inc. 5000 honorees tell us how  

they would tackle a common business  

challenge.  —SHEILA MARIKAR

 We have a 
fishbowl in the  
middle of our bull-
pen. Whenever 
someone does some-
thing above and 
beyond, someone 
else writes a com-
ment about it and 
drops it into the bowl. 
At our monthly staff 
meeting, we read  
the comments aloud 
and everyone  
acknowledges their 
co-workers in a way 
that’s fun and collab-
orative. I keep track 
of the comments, 
and at the end of the 
year, the employee  
who received the 
most gets an extra 
vacation day.”
— 

STEVE SAVAGE 

Founder and CEO, 1908 

Brands (food & beverage)

NO. 3,542 

2017 INC. 5000 RANK

87% 

3-YEAR GROWTH

$5.2M 

2016 REVENUE

 Twice a year, we recognize 10 percent of 

our staff, in front of the whole company, 

for stellar performance over the previous 

six months. The value of the gifts is the 

same for everyone, but we tailor them to 

each employee’s taste, so the person gets 

the feeling ‘They know me.’ If someone 

just had a baby, we’ll give her a gift card 

to a baby store.”
— 

MICHELLE WYATT  

Co-founder and CEO, CadmiumCD 

(business products & services)

NO. 1,929 2017 INC. 5000 RANK 

198% 3-YEAR GROWTH 

$5.1M 2016 REVENUE

 We typically give out rewards in a private 

meeting as opposed to holding up one person in 

front of the entire company. The reward could be 

financial or recognition or a leadership position, but 

regardless, the individual setting works better than 

handing out an employee-of-the-month trophy.”
— 

STACY ROBISON 

Co-founder and president, CommunicateHealth (health)

NO. 3,319 2017 INC. 5000 RANK 

96% 3-YEAR GROWTH 

$5.5M 2016 REVENUE

WHAT THE EXPERT SAYS …  I’ll create an activity—a dinner out, 
or something everyone’s been dying to 
do—and offer it as a reward to anyone 
who performs above a certain level. 
We recently had some employees who 
really wanted to go indoor sky diving, 
so I sent out a note to the whole  
company and said, “If you’re able to 
achieve a certain level, you can join us.”
— 

ADAM STETTNER 

Founder and CEO, Reliant Funding  

(financial services)

NO. 2,809 2017 INC. 5000 RANK

122% 3-YEAR GROWTH

$51.9M 2016 REVENUE

When you’ve hired some-
one, during orientation, 

plant the seeds of what the  
expectations are to get an end- 
of-the-year bonus or reward. 
Make it a fair game. Really tie 
your rewards to performance 
goals that are specific, measur-
able, and achievable. Help your 
employees reach those goals by 
providing training and resources 
as needed. People are people. 
We’ve learned, through the years, 
that you can’t control people’s 
emotions, but what you can do  
is keep everybody engaged  
and make it a fair playing field.”
—

JAIYA BAKSHI 

Founder and CEO, JBR Solutions (human resources)

NO. 531 2017 INC. 5000 RANK 

842% 3-YEAR GROWTH 

$3M 2016 REVENUE
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Options shown. Illustration is for conceptual purposes only and is not an actual representation of Lexus Safety System+. 1. The Pedestrian Detection System is designed to detect a pedestrian ahead
of the vehicle, determine if impact is imminent and help reduce impact speed. It is not a substitute for safe and attentive driving. System effectiveness depends on many factors, such as speed, size and
position of pedestrians and weather, light and road conditions. See Owner’s Manual for additional limitations and details. 2. Drivers are responsible for their own safe driving. Always pay attention to your
surroundings and drive safely. System effectiveness is dependent on many factors including road, weather and vehicle conditions. SeeOwner’sManual for additional limitations and details. ©2017 Lexus

How long did it take you to see the pedestrian? At Lexus, we’re constantly
looking out for the driver. That’s why we create advancements—like
Pedestrian Detection1—that actively help you see things you might not
notice at first. Better-informed drivers get us closer to our ultimate vision:
a world without accidents. See more of our standard comprehensive
safety system2 at lexus.com/safety. Experience driver-first innovation.
Experience Amazing.

LEXUS SAFETY SYSTEM+INNOVATION
THAT HELPS SEE
WHAT YOU
MIGHT MISS. lexus.com/safety  |  #Lexus
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Gourmet coffee. 
High-end cosmetics. 
Ridesharing services. 
These founders hit 
the road—and came 
back inspired to  
start something big  

A Different Perspective 

The mountain village of Al Hajjarah, southwest of 

San’a, Yemen. Port of Mokha founder Mokhtar 

Alkhanshali traveled throughout Yemen trying to find 

reliable sources of high-quality coffee beans that he 

could import to the United States. Then war broke out. 

 THE 

TRIP
   THAT

CHANGED 
 EVERYTHING

�



Growing up in San Francisco’s Tenderloin as a first-

generation Yemeni American, Mokhtar Alkhanshali 

had heard stories of the rich tradition of coffee  

cultivation in his family’s homeland. In recent decades, 

economic hardship had forced many Yemeni coffee 

growers to switch to growing the more profitable drug 

khat, and the country’s legendary coffee was becoming 

harder to find and poorer in quality. Alkhanshali  

decided to try to help build up the coffee industry  

in Yemen and traveled there to find growers. But a 

subsequent trip nearly cost him his life.

His R&D Trip 
Landed Him in  
a War Zone

Mokhtar Alkhanshali � Port of Mokha

TRAVEL, Mark Twain  

famously wrote, “is fatal  
to prejudice, bigotry, and 
narrow-mindedness.” 

That’s true in business  
as much as in life, as 
countless founders  
have discovered: Blake  
Mycoskie of social- 

entrepreneurship shoe stalwart Toms, Paul 
English of search engine Kayak, and Dave 
Gilboa of eyewear empire Warby Parker  
can all trace their companies back to for-
mative travel experiences, as does super- 
entrepreneur Richard Branson, who was  
so irritated by a canceled flight that he  
arranged to charter a replacement for him-
self and his fellow passengers—creating  
the idea for what became Virgin airlines. 

Travel’s inspirational effects on business 
have been widely chronicled in academia, 
too. A 2015 study published in the Academy 
of Management Journal found that pro-
fessionals who worked abroad and deeply  
engaged with their host culture produced 
more creative innovations than their non-
traveling cohorts. And a study published 
this summer in the Journal of Applied  
Psychology found that building friendships 
with people from different cultures can 
enhance an individual’s creativity, innova-
tion, and, believe it or not, the likelihood  
of becoming an entrepreneur.

“When you’re in your home and your  
routine, you’re less likely to step out of  
your boundaries,” says Koel Thomae,  
who tasted a new kind of yogurt during  
a long-delayed trip to her native Australia.  
Thirteen years later, Thomae has turned 
her version of that recipe into $170 million, 
240-employee Noosa Yoghurt.

“You get into ruts,” she adds. “Travel  
automatically pushes me out of that rut.”

On the following pages, successful  
founders describe getting way, way out of 
their ruts—and emerging with the inspira-
tion for a company. —KRIS FRIESWICK

28 - INC. - NOVEMBER 2017
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I HAD MY FIRST CUP of specialty coffee in San 

Francisco five years ago and immediately  

became intrigued. I did a lot of research on the 

market, and I even bought a popcorn maker  

so I could roast my own beans at home. When  

I talked to coffee traders, they all said the best 

coffee they ever had was from Yemen 15 years 

ago—but now it was really rare, really expensive, 

and often full of defects. So I thought, how could 

I replicate that one perfect cup they had? 

I realized I had to go and see these farms  

in Yemen. But I’ll be honest: I did not have  

a master plan. I knew I wanted somehow to 

connect my family’s country with the U.S., and 

I thought coffee could be a way to do that.  

And I knew there was a growing demand in the 

specialty coffee market. So in the summer of 

2013, I dropped out of community college to go. 

I figured, best-case scenario, I’ll find amazing 

farmers and start a supply chain. Worst case, I 

would have a break for the summer. I didn’t 

know what I was getting myself into.

For every farm in Yemen growing coffee, 

there were seven growing khat. I thought that 

if I could pay them a higher price, and find  

the right buyers, I could help them replace this 

drug. I went across the country for more than 

four months visiting farmers. I got malaria and 

tapeworms; I lost 40 pounds. 

I brought back samples from 21 farms. Nine-

teen failed basic standards tests, but two were 

rated by a coffee-quality expert, Willem Boot, as 

very good specialty-grade beans. He said it was 

coffee of potentially extraordinary quality. So  

I went back to Yemen in mid-2014, to the two 

areas where the coffee was rated highest, and 

sent back more samples—but they were hor-

rible because of the way they were picked and 

sorted. I realized I had to slow down and put 

into place more rigorous protocols. I also had 

to have vertical integration so the quality would 

be good. I spent nearly a year doing that. 

Then, in March 2015, two days before  

I was supposed to take my new samples to  

a big international coffee conference, the  

Saudi Arabian–led military coalition began  

to bomb military targets in Yemen, to deter a 

Houthi rebel takeover. There was a no-fly 

zone declared. I had worked the whole year  

to produce these coffees to bring them to  

this conference, and I was stuck, along with  

thousands of other Americans. The State 

Department wasn’t helping us. 

I decided to take matters into my own 

hands. I went to the port city of Mokha, a very 

old, very historic port. I hired a boat to take me 

and my samples across the Red Sea to Djibouti. 

I remember being in the middle of the ocean  

on this little piece of wood, the waves tossing 

us up and down, thinking, “Why did I do this?” 

But I made it to the airport in Kenya. 

When I landed in San Francisco, there was  

a media frenzy. A legal aid organization I had 

previously worked for had put out the word 

about my journey, and I was interviewed by NPR 

and the BBC. I made it to the conference—and 

our coffee scored among the highest of all the 

coffees around the world. Blue Bottle bought our 

coffee and eventually sold it for $16 a cup.  

I’m trying to go back to Yemen in a month, 

to see the farmers. I spend a lot of time on 

marketing and sales, but it’s important to stay 

connected to the farmers as much as I can. 

BIG TRIPS  
INSPIRE  
BIGGER  
COMPANIES

KOEL THOMAE
NOOSA YOGHURT
–

After tasting  

a new kind  

of creamy,  

full-fat yogurt 

while visiting  

her mother  

in Australia, 

Thomae decided 

she had to bring 

that recipe to  

the U.S.—and 

used it to start  

a company. 

PAUL ENGLISH
KAYAK
–

 “You’re more 

alert” when you 

travel, says  

this serial entre-

preneur. A trip 

to Haiti inspired 

him to make 

enough money 

so that he could 

meaningfully 

help the island’s 

citizens. Online 

travel search 

engine Kayak 

was the result.

� Tasting Room

Mokhtar Alkhanshali, founder and 

CEO of Port of Mokha (far left in  

the foreground), tastes coffee from 

farmers in the Bani Ismail region of 

Yemen in November 2014.

�
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In 2009, Vicky Tsai had quit an  

unfulfilling job, her bank account was 

dwindling, she was newly pregnant—

and she’d just run out of the Japanese 

blotting papers that helped her persis-

tent dermatitis, a skin disease. When 

Tsai started looking for more of these 

papers, she learned about their origins 

as “beating papers,” material used to shield gold 

as it’s hammered into hair-thin gold leaf. The 

beating process changes the papers’ properties 

and makes them uniquely absorbent. Curious, 

Tsai went looking for their source—and came back 

inspired to start her cosmetics company, which 

had about $50 million in retail sales in 2016.  

I WAS LOST, AND I knew the answer wasn’t going 

to be in my apartment in San Francisco. I had 

never spent time in Japan in a meaningful  

way, so I just thought “Why not?” You get to  

a certain point where you have nothing to lose.

I spent my first day in Kyoto. The hotel 

assigned me a driver, named Toide-san. He 

took me around to all these different temples—

but I kept throwing up, because I was pregnant. 

Halfway through the day, I asked him to drop 

me back at my hotel, where I went to sleep. 

When I woke up that evening, there was a 

package waiting for me from Toide-san. Instead 

of picking up another ride, he had spent the 

afternoon burning CDs of every picture he had 

ever taken of Kyoto, before bringing them back 

to my hotel. He’d left a note: “Since you couldn’t 

see Kyoto, I brought Kyoto to you.” That was  

the day I fell in love with Japan.

The Japanese have a saying: Ichi-go, ichi-e.  

It means “Just this one moment, once in a  

lifetime.” You’re never going to be able to re-

create this moment—so how would you treat the  

people you meet, or your work, right now, if you 

put your whole heart and mind into something? 

At that time, I didn’t necessarily see the 

beating papers as a business. But I knew I 

needed this—these papers, this beauty, this 

philosophy—in my life. If it made a difference 

to me, maybe it would make a difference to 

other people as well.

I called my husband and told him I thought 

we had something here. But we had no money.  

I told him that if I sold my engagement ring, I 

could buy the minimum order for those beating 

papers from the gold leaf artisans who created 

them. I came home, sold the ring, bought my 

first batch of beating papers, and set up a simple 

website. That was the beginning of Tatcha.

A Visit Gone Wrong 
Brought Her Peace

Vicky Tsai � Tatcha

BLAKE MYCOSKIE
TOMS
–

On vacation  

in Argentina, 

Mycoskie was 

moved by the 

difficult life of 

rural children, 

many of whom 

had no shoes. 

That was the 

genesis of his 

shoe company 

and its buy-one, 

give-one model.

WOMBI ROSE AND 
JOHN WISE  
LOVEPOP
–

The naval  

architects were 

traveling in  

Vietnam on  

a Harvard  

Business School 

trip in 2014, 

searching for  

an idea for a 

startup. One 

day, they came 

across a type  

of card that 

used kirigami, a 

kind of origami 

that cuts the 

paper rather 

than just folding 

it. The result was 

Lovepop’s 3-D 

greeting cards. 

GO GLOBAL, 
THINK LOCAL

�

� Postcards Delivered 

When Vicky Tsai got sick while 

visiting the streets and temples of 

Kyoto, Japan, above, her driver 

brought them to her. 

LAUNCH30 - INC. - NOVEMBER 2017

C
L

O
C

K
W

IS
E

 F
R

O
M

 L
E

F
T:

 G
A

L
L

E
R

Y
 S

T
O

C
K

; 
G

E
T

T
Y;

 JO
E

 P
U

G
L

IE
S

E
; 

C
O

U
R

T
E

S
Y

 L
O

V
E

P
O

P
; 

JA
M

E
S

 W
H

IT
L

O
W

 D
E

L
A

N
O

/R
E

D
U

X
; 

IL
L

U
S

T
R

A
T

IO
N

: 
JO

E
L

 K
IM

M
E

L



LH.com

Air travel
engineered
around you

Forget 
rooftop bars.

Experience a ⇓ ight that transforms ordinary into 

exceptional: An atmosphere as tranquil as a rooftop 

bar that encourages optimal relaxation. Enticing 

cuisine served in the style of a ⇒ ne restaurant with an 

impressive view above the clouds. A spacious of⇒ ce, 

with high-speed Wi-Fi and diverse entertainment 

options. Refresh, dine, work, delight, sleep: the choice 

is always yours.



He Found  
a Far-Flung 
Fix to L.A. 
Traffic  
Jams

Growing up in Los Angeles, Logan  

Green spent a lot of time stuck in traffic.  

When he started college at University  

of California, Santa Barbara, he left  

his car at home and started a ridesharing 

service on campus, one that had just six 

vehicles. Green was invited to join the 

board of the Santa Barbara Metropolitan 

Transit District while still in school,  

but he quickly grew disillusioned by the 

unsustainable economics of public  

transportation. Frustrated, he left for a 

trip to southern Africa. The rest is startup 

history, and a company that generated a 

reported $700 million in revenue in 2016. 

I WAS JUST HEADING into my senior year  

at college, in 2005, and my friend Matt  

Van Horn and I took a trip to Africa—

Cape Town, Namibia, Botswana, and 

then Zimbabwe.

Throughout the trip, we saw these 

shared-ride vans. In Zimbabwe, they call 

them kombis, named after the VW van, 

though sometimes it’s a pickup truck or 

a minibus, whatever is available.

In L.A., roads are nonstop traffic and 

noise. In Zimbabwe, the streets were 

quiet. People walked, rode a bike, or took 

a kombi. I don’t think I saw a private 

vehicle the entire time I was there. No 

locals were driving themselves around. 

I was blown away. Zimbabweans 

had created this incredibly scalable 

transportation system that got better 

the more people used it: the more  

kombis on the road, the faster the pick-

up times, the more destinations and 

routes that were covered. It operated 

on basic free-market principles. Entre-

preneurs who would see a need for  

a route would charge market rates and 

fulfill that need. 

It hit me then. Zimbabwe has solved 

this problem in a more elegant manner 

than we have in the U.S. This isn’t about 

money. Zimbabwe has nothing in terms 

of government support. The system was 

created out of necessity, and it’s because 

of the free-market principles that it’s 

been able to scale up so successfully.

I didn’t know how to translate that 

back to the U.S. It was about a year and 

half later that I started working on 

Zimride, which was named after that 

experience. Ultimately, Lyft evolved 

from Zimride. 

Logan Green � Lyft

� The Original Rideshare 

Kombi vans, like these in South Africa,  

inspired Logan Green to start what eventually  

became Lyft. 
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Building America’s largest 
Gig-speed network.

Imagine the technologies your business 

could tap into with 1,000 Mbps of download 

speeds—that’s 20x faster than what most 

people have.* That’s the power of Gig. 

AǉɰȈǼ�ǉǁ�ɽ
� �ˎɽ�ʰ
ʍɨ�ƹʍɰȈ�ǉɰɰ�ƃ�ǁ�ʰ
ʍɨ�ƹʍǁǼǉɽӝ�

Go ahead, Dream Gig.

DREAMGIG.COM

Download lifesaving files 
in seconds not minutes.
See what you can do when you



Katrina Markoff thought she was on track  

to become a professional chef. After completing 

culinary school in Paris in 1996, she spent nine 

months traveling around the world, cooking in 

restaurants. But she soon realized that she wasn’t 

cut out for that life and wanted to do something 

else—she just didn’t know what. At loose ends, 

Markoff returned home and was working for her 

uncle’s e-commerce company in Dallas when she 

received a gift from a traveling companion, one 

that inspired what would become her $25 million 

company, Vosges Haut-Chocolat.  

WE WERE TRAVELING IN HONG KONG. I saw this  

very expensive necklace, from the Naga tribes 

in India. I wanted it, even though, I thought,  

I can’t afford to get that. But I kept thinking 

about buying it. So I went back the next day, 

and the necklace was gone. 

My friend, it turned out, had bought it  

for me. She sent it to me when I got back to 

the States. I had thought the necklace was 

made of shells, but then I met an archaeologist 

who knew about the Nagaland area, in north-

eastern India, and he told me that it was made 

of tiger teeth. 

I started researching the Nagalands, and I 

learned that the culture of the Naga people was 

being endangered. It felt important to me to 

help preserve and honor that culture. That 

night, I went through my kitchen and all the 

ingredients that I’d stockpiled for a dessert 

cookbook project. I had coconut and curry—

common ingredients in the Nagalands. So I 

started making a curry coconut milk chocolate 

truffle, and I named it Naga. 

That was the first time it occurred to me 

that chocolate could be a medium for story-

telling about things that have true meaning for 

me. That night, I created 20 chocolate recipes. 

Dallas was not a food town 20 years ago  

outside of barbecue. I brought this chocolate, 

with flavors like wasabi and curry, to the  

office the next day. The people in the office 

went from thinking it was going to be disgust-

ing to total surprise and delight and curiosity 

for more. 

That’s when I also saw that chocolate 

could be a way of getting people to open their 

minds to new ideas. That was what started  

the business. 

A Delayed Souvenir 
Solved Her Career Crisis 

� Wearing Tribute 

A necklace from the Naga people, here 

wearing traditional dress, inspired Vosges 

founder Katrina Markoff to research their 

culture—and develop her first chocolate.

DAVE GILBOA
WARBY PARKER
–

He left his  

$700 glasses  

on a plane while  

traveling in  

Thailand and 

couldn’t afford 

to replace them. 

Now Gilboa is a 

co-founder of 

the brand known 

for inexpensive,  

stylish specs.

JESSICA O. 
MATTHEWS
UNCHARTED 
PLAY
–

When the power 

went out during 

a family wedding  

in Nigeria, Mat-

thews got sick 

from the fumes 

of the backup 

diesel genera-

tors. She came 

home deter-

mined to develop 

sustainable  

fuel sources;  

her company 

makes kinetic-

energy-powered 

products.

TURN  
TRAVEL 
FAILS INTO 
BUSINESS 
WINS

�

Katrina Markoff � Vosges Haut-Chocolat
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A
s the nation’s premier nonprofit environmental law 

organization, Earthjustice takes on the biggest, 

most important court cases across the country—cases 

that preserve the wild, fight for healthy communities, 

advance clean energy and combat climate change.  

Join our fight. EARTHJUSTICE.ORG



••••

Learning to Love  

What I Don’t Know

How this newbie got an  
education in coding—and  
management 

can’t code. But I’ve absorbed the rhythms of soft-

ware development—sprints and huddles and  

standups—and, most important, I’ve learned how 

to communicate with our technical teams.

The minutiae of the tasks our engineering team 

is tackling remain lost on me. I might grasp the 

difference between, say, client-side and server-side 

rendering, but not what’s involved in building one 

versus the other. Still, it’s been unexpected fun to 

ponder the riddles of software development. In 

addition, participating has helped me comprehend 

how good code can become a great product. 

If you find yourself in this role, be prepared  

to publicly display your ignorance. I know I did. 

In our first several product cycles, I couldn’t 

understand why our time estimates were consis-

tently so wrong. We’d make seemingly prudent 

estimates for releases, but inevitably we’d blow 

the deadlines. In my previous life in journalism, 

deadlines were sacrosanct. In software, time 

estimates are often approximations of approxi-

mations. I learned to double any estimate to  

allow for those unknown unknowns to settle out. 

Since then, we’re much more accurate—though 

hardly perfect—with our schedules.

Part of what keeps me engaged is realizing how 

exceptional this education has been. Consider  

that over the past 20 years, software development 

has been the discipline from which some of  

the most radical breakthroughs in business have 

emerged. Open-source software, after all, is the 

template for crowdsourcing and distributed collaboration. Agile software development gave 

rise to lean startups, which have led to startups of all stripes more effectively creating useful 

products. Likewise, bug-fixing has improved quality assurance, and software-as-a-service has 

influenced the models for service-driven businesses from truck leasing to office-space rental. 

In short: Learning how to build software is a great way to learn how to build a business. 

Even better, this educational process is a two-way street. Our engineering team has gleaned 

that writing content (Iodine offers medical information written by experts for real people to 

understand) can be exceptionally challenging—full of the “edge cases” that easily trip up 

algorithms. And they better appreciate the role of good design, where aesthetics and archi-

tecture not only organize information but can also make it easier to understand. 

This cross-disciplinary knowledge transfer has been one of the steady delights of my startup 

days. No doubt my engineering colleagues would remind me that I still have a lot to learn. 

They’re right. And that’s the joy of it.

L
IKE MANY WHO HAVE made the leap into Startup land, 

I guessed from the outset that I had a lot to learn. 

I was right. Indeed, I jumped into the wormhole 

of blind spots and unknown unknowns. This has 

been especially true on matters tech nological. At 

Iodine, my startup, I took the role of “nontechnical 

co-founder”—a Silicon Valley term I’ve always 

considered slightly pejorative, but whatever. I’m 

not completely analog. I’ve spent years around 

technology, helping run Wired and a couple of tech news websites over 

the years. But I’m no coder, and—even though I have a very astute 

tech nical co-founder—you can’t run a software startup without know-

ing something about software. So I’ve tried to catch up.

As a leader, you know you can’t know everything. The trick is to 

uncover the knowledge that is critical to both running the business 

and connecting with your team. Becoming conversant in code, it turns 

out, has been one of the best parts of the gig: working with engineers 

and web developers and seeing how good software happens. I still 

Thomas Goetz is a co-founder  
of Iodine, a digital health startup 
based in San Francisco. Follow him 
on Twitter: @tgoetz.

L AU NC H PA D

Thomas Goetz
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Mutual of America® and Mutual of America Your Retirement Company® are registered service marks of Mutual of America Life Insurance Company,
a registered Broker/Dealer. 320 Park Avenue, New York, NY 10022-6839.

Add more value to your retirement plan with personalized services and support. Call us at 1-866-954-4321.

There’s a reason people choose
Mutual of America:

People.
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The new Morningstar.com® can help.
Take your investing to the next level with help from ƞơƜ+ independent, 

trusted Morningstar analysts and columnists, plus the screeners, 
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Start your free trial today at www.morningstar.com/members/riseup.html

Rise up to a
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DON’T LET  
OFFICE  
POLITICS  
POLARIZE  
YOUR  
BUSINESS

PG.40

 “Nobody  
really took  
wind seriously.  
I don’t know  
if we took it  
that seriously.” 
—MICHAEL POLSKY,  

founder and CEO of Invenergy, 

the largest independent 

renewable energy provider  

in North America

PG.50

Inspire. 

Empower.

Get Results.

�
RENEWABLE    
One of the 140 turbines at  

Invenergy’s Grand Ridge operation,  

in Marseilles, Illinois.

Affordable cities for growth PG.42
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The U.S. is deeply polarized and emotions are 
running high. But it’s possible to encourage
discussion while deterring discord

Office Politics

TIP SHEET MANAGEMENT

••••

The Divided State of the Workplace 
In August 2016 and again in the spring 
of 2017, the American Psychological  
Association commissioned a Harris Poll 
to survey workers about how election 
politics affected their work lives. 

1.  
KEEP LISTENING 
Banning political talk is counter-
productive and probably futile. But 
don’t ignore those conversations—
you need to know what people  
are saying. “If in the middle of our 
morning huddle, one of those 
discussions comes up, I do my 
best to listen and ask the right 
questions,” says Ryan Naylor, 
founder of VivaHR, a 12-person 
recruitment software firm in 

Phoenix. “We like to ask about 
how that affects their jobs. We let 
people know we care about their 
feelings”—assuming they know 
how to express them. “It’s all 
social media and text based,” he 
says. “Sometimes, the office is 
the first place they’ve vocalized 
their opinions.” The moment  
employees start “opinionating 
aggressively and attacking,” he 
shuts down the conversation and 
moves on to another subject.

. 

2.  
MODEL THE  
BEHAVIOR YOU WANT 
FROM EMPLOYEES

Employees at Washing-
ton, D.C.–based Phone2-
Action, creator of software 
for contacting lawmakers, got 
into a heated debate about 
abortion over a companywide 
forum. Founder Ximena Hartsock 
decided to offer some insight and 
encourage people to stop and 
listen to one another. She did it  
by posting a heartfelt, personal 
account of her own struggle to 
conceive. Not only did that soften 
hostile feelings, but several  
employees revealed that they or 
family members had had miscar-
riages as well. “The issues are all 
very nuanced, and there are  
always personal stories behind 
them,” she says. “When those 
conversations don’t happen,  
that gets lost.”

3.  
ADDRESS PROBLEMS ON  

A CASE-BY-CASE BASIS

At TravelPass Group, a  
travel technology startup 
with 100 employees in  
Lehi, Utah, one staffer got 
too loud with his views. 
Tone it down, he was 
told—stop making co-
workers edgy. “There are 
ways to express yourself 
without undermining 

Negative effects included decreased productivity, 
increased tension, trouble getting work done,  
and more workplace hostility.

40%
surveyed in the spring  
had experienced negative  
effects of workplace political 
discussions, up from  
27 percent in August 2016. �

PAUL ENGLISH CO-FOUNDED Kayak and is now CEO 
and co-founder of travel app Lola, in Boston. 
Most of its 60 employees, like English, are Demo-
crats. During election season, one gave English a 
baseball cap that expressed four-letter disdain 
for then-candidate Donald Trump. English didn’t 
wear the hat but left it on his desk. Then a man-
ager told him that the anti-Trump tone in the 
office was making one employee uncomfortable. 
That Trump supporter feared her political views 
would hamper her career. English immediately 
stashed the offending headgear and discussed 
the issue with managers. “I wondered if a hostile 
work environment was developing,” he says. Cop-
ing with differing views has never been easy, but 
in today’s sharply divided nation, it’s especially 
tough. You may not get employees from opposite 
political poles to agree, but you need them to 
work together or the company suffers. Here’s our 
platform to unite the work force. —MINDA ZETLIN



LEAD

THE GUIDELINES  
OF A POLITICS POLICY 
If you do create a policy about  
politics, what should it say? These 
questions will help you decide.

Should employees be allowed  
to collect petition signatures  
or promote a candidate or issue 
in the workplace?
No. Your policy should ban employ-
ees from promoting a candidate or 
cause on company time, or using 
company resources, says Jaime 
Lizotte, HR solutions manager of 
compliance specialist ComplyRight: 
“It’s the employer’s responsibility 
to keep the workplace safe from 
hostility.” T-shirts are simply unpro-
fessional. Pens and coffee mugs? 
Permissible.

Where is the line between  
opinion and harassment?
Tough call. “Employers can limit 
conversation viewed as divisive or 
harassing while workers are on  
the clock,” says Evan J. White,  
co-founding partner at White Harris, 
which specializes in management-
side employment law. But it’s easy 
to trip over legally protected discus-
sion, such as employees talking 
about how to improve workplace 
conditions. “If an employee says, 
‘We’d be better paid if our boss was 
white and not an immigrant,’ it’s 
really easy to find yourself in those 
cross hairs,” says White. 

When would you discipline or 
fire an employee over politics?
Paul English of Lola says that if 
someone were to publicly post 
racist comments, “as soon as that 
became a topic of discussion at 
work, it would be a firing offense 
because they’re making work a 
hostile environment.” 

Illustration by EDUARDO LUZZATTI

16 PERCENT
UP FROM 13 PERCENT, have a more nega-
tive view of their co-workers because of their 
politics and say they feel more isolated at 
work. Seventeen percent, up from 13 percent, 
say team cohesiveness has suffered.

26%

felt tense or stressed  
because of workplace  
political discussions,  
up from 17 percent.

�31%
had witnessed political  
arguments at work, up from  
26 percent previously. Fifteen 
percent had gotten into arguments 
themselves, up from 11 percent.

another person’s beliefs,” says 
co-founder and CEO Ryan McCoy. 
It was an effective intervention, 
McCoy says. “We had an open 
dialogue, and the result was that 
he apologized and we haven’t had 
that discussion since.”

4.  
PUT CULTURE FIRST

Creating a culture of respect  
and openness is the best way  
to keep political differences in 
check. This is why Hartsock felt 
she needed to intervene in  
her company’s abortion debate.  
“If people don’t feel connected to 
one another and that they are  
a community, no matter how  
well you’re making money, it will 
eventually collapse,” she says. 
“Because culture is what keeps 
your company together.” 

Genevieve Thiers, who  
co-founded the babysitting mar-
ketplace Sittercity, invites people 
at her new (and political) venture 
NewFounders to “Dumb  
Debates” in which opponents 
argue two sides of an issue while 
doing things like playing Twister 
or eating hot sauce. Once,  
when visiting the ad agency 
Brandless, she and a friend  
decided to shake things up. He 
grabbed her Hillary Clinton doll, 
she donned his “Make America 
Great Again” baseball cap, and 
the two marched through the 
company offices arm in arm to 
throw people off. “The point is, 
we need to talk,” she says.



T 
HE EIGHT-YEAR 
economic recovery 
has been unevenly 
spread. Rising 
housing costs can 

be a drag on growth, because 
they deter worker mobility. And 
housing supply lags demand. 
To make sense of it all, Mark 
Fleming, chief economist  
for title insurer First American, 
contrasted cities’ housing  
costs with their employment  
in the five fastest-growing 
“advanced industry” (A.I.) 
sectors identified by Brookings, 
such as automotive or 
engineering services. “Think of 
the combination of these two 
things as your entrepreneurial 
opportunity index,” says 
Fleming. There are surprises. 
Take Nashville versus New York 
City. These cities are roughly 
equal in housing costs relative 
to purchasing power, but 
there’s a lot more growth in the 
A.I. sectors in Nashville, “a really 
interesting finding,” Fleming 
says. Likewise, Kansas City tops 
Austin, where the median list 
price for a home is a hefty 
$375,000, according to Realtor 
.com. “Kansas City is another 
sneaky market where there is a 
lot of growth in the STEM and 
tech sectors, yet housing prices 
haven’t caught up,” says 
Fleming. What could change 
things? Amazon’s pick for its 
second HQ, for one. The winning 
city will quickly become less 
affordable. —BILL SAPORITO 

Where 
Can You 
Afford to 
Live and 
Work? 

H O T  S P O T S 

ANNUAL JOB

GROWTH
MOST OPPORTUNITY

LEAST OPPORTUNITY

HOUSING

AFFORDABILITY

8%

8

7

7

6

6

5

5

4

4

4

3

3

3

3

3

2

2

2

2

108%

107

99

98

92

89

87

87

86

81

80

78

77

76

71

71

69

66

65

56

ENTREPRENEURIAL OPPORTUNITY INDEX
Cities ranked by annual job growth in advanced industry sectors since  

2013 combined with housing price increases since 2000.

SAN FRANCISCO

DETROIT

TAMPA

AUSTIN

MIAMI

LAS VEGAS

DENVER

CHICAGO

PITTSBURGH

NEW YORK

BOSTON

SALT LAKE CITY

DALLAS

MINNEAPOLIS

SEATTLE

ATLANTA

KANSAS CITY

NASHVILLE

CHARLOTTE

MEMPHIS
�

Memphis 

housing is a 

relative bargain. 

Charlotte, a  

big recession 

loser, is back on 

its feet. 

�

Seattle’s 

housing is so 

expensive  

that Amazon  

is looking  

to expand 

elsewhere.

�

Detroit  

continues to  

gain traction, 

fueled by 

auto-tech jobs; 

homes cost about 

20% less than  

the national 

average.
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2016 Best Retained Value® Award

©2017 Mercedes-Benz USA, LLC. *$25,000 tax deduction for qualifying vehicles based on current Section 179 of U.S. tax code and maximum deduction permitted for such vehicles under Section 179. Vehicle must be 
purchased for business use. Please consult your tax professional for more information on applicability of deduction and whether you qualify for the maximum amount available. **$8,750 tax savings based on 35% federal 
tax rate and eligibility to claim full $25,000 Section 179 vehicle deduction. Your tax rate and eligibility may vary. Please consult a tax professional for more information on your federal tax rate and potential tax savings 
available to you for qualifying purchases. 1. Valid only on 2016 or 2017 Mercedes-Benz Sprinter and Metris Vans (excluding Sprinter Cab Chassis and 2016 Sprinter Passenger Vans). Qualified commercial customers 
only. 0.0% APR financing for 24 months at $41.67 per month, per $1,000 financed and 0.0% APR financing for 36 months at $27.78 per month, per $1,000 financed. 0.0% APR financing on 2016 Mercedes-Benz Sprinter 
and Metris Vans (excluding Sprinter Cab Chassis and Sprinter Passenger Vans) up to 48 months at $20.83 per month, per $1,000 financed. Excludes leases, balloon contracts, and National Fleet customers. Available 
only at participating authorized Mercedes-Benz Vans dealers through Mercedes-Benz Financial Services (MBFS). Must take delivery of vehicle by January 2, 2018. Specific vehicles are subject to availability and may have 
to be ordered. Subject to credit approval by MBFS. Actual rates, terms, down payment, and program eligibility will be determined by the MBFS Credit Team based upon the creditworthiness of the customer. Program 
rates or terms may be changed, or the program may be terminated at any time, at the sole discretion of MBFS. Rate applies only to Mercedes-Benz Commercial Van vehicles. To qualify, the total amount financed cannot 
exceed 110% of MSRP. See your authorized Mercedes-Benz Vans dealer for complete details on this and other finance offers. Offer valid through January 2, 2018. 2. 2-year complimentary scheduled maintenance 
services available on Mercedes-Benz Sprinter and Metris Vans, excluding Sprinter Cab Chassis, Sprinter WORKER, 2016 Sprinter Passenger Vans, and Metris WORKER models. Services include one A Service and one B 
Service. 1-year complimentary scheduled maintenance services available on Mercedes-Benz Sprinter Cab Chassis, Sprinter WORKER, and Metris WORKER models. Services include one A Service. Customer will receive 
a voucher coupon in the mail for the 1-year scheduled maintenance offer. Offer excludes fleet vehicles. Must take delivery of vehicle between April 1, 2017 and January 2, 2018. See your authorized Mercedes-Benz 
Vans dealer for complete details on maintenance. All illustrations contained in this print ad are based on the latest product information available at the time of publication. Sprinter is the 2017 ALG Residual Value Award 
winner in the Fullsize Commercial Van segment. Metris is the 2017 ALG Residual Value Award winner in the Midsize Commercial Van segment. ALG is the industry benchmark for residual values and depreciation data, 
www.alg.com. Edmunds.com logo is a service mark of Edmunds.com. All rights reserved. ©2017 Edmunds.com
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GETTING THE MOST out of Social Security is all 

about waiting as long as possible to start 

filing for benefits, right? 

Not quite—especially if, as a business 

owner, you get to decide how you are paid. 

You can actually live on a lot more money 

in retirement if you make some changes 

right now to your salary and take some 

steps to adjust your current tax bills, says 

Matthew Allen, a co-founder of New York 

City–based Social Security Advisors.

 “Self-employed people generally have 

more flexibility in how to structure their 

income,” he says. “That gives you a lot  

of good opportunities because of the way 

Social Security benefits are calculated.”

The main tactic that Allen lays out 

below isn’t over whelmingly complex: Start replacing some  

of your salary with dividends, as long as you have a legitimate 

business reason to do so. (There’s no required schedule  

for dividends, but you may wish to take them quarterly, for  

regular cash flow.) Meanwhile, boost your contributions to 

retirement savings accounts. 

It’s a simple enough change—but it’s not a very obvious 

strategy until you understand how the Social Security and 

income tax systems work, and how the two interact. 

What Your Current Salary Means

To survive in retirement, you’ll obviously have to replace some 

of your current wages with other sources of income, including 

savings or pensions or government benefits. 

Social Security, of course, is the nation’s corner-

stone retirement safety net; it provided some 

50.3 million retirees and survivors, or about 15 percent of 

Americans, with benefits in 2016. 

If you’re planning on relying on Social Security, you 

probably already know that the amount you’ll get at retire-

ment varies depending on how much you’ve earned and paid 

into the system. What is less well advertised is that Social  

Security’s benefit formula favors lower-income retirees, the 

assumption being that those who haven’t earned high wages 

don’t have much in savings. 

Since low-wage workers are less likely to have other  

sources of retirement income, Social Security’s graduated 

benefit formula gives them the highest “wage replacement” 

rates. Specifically, those who earned average monthly wages  

LEAD44 - INC. - NOVEMBER 2017
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Maximize your 
retirement  
income with 
these tips 
BY KATHY KRISTOF

GET SMART ABOUT SOCIAL SECURITY

�
MONEY MAGIC
A relatively simple strategy  
can earn you much more  for 
retirement—as long as you know 
how to navigate the tax code. 

S I M P L E  S O LU T I O N S



800.FIDELITY  |  Fidelity.com

IMPORTANT: The projections or other information generated by the Planning & Guidance Center’s Retirement Analysis regarding the likelihood of various investment outcomes
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of $885, or $10,620 per year, get 90 percent 

of those wages replaced by Social Security 

benefits. But the replacement rate drops as 

you earn more, falling to just 15 percent for 

those earning more than $64,000 per year. 

In other words, if you earn an average  

of $10,620 in each of the 35 years that Social 

Security will use to calculate your benefits, 

you’ll be due a monthly Social Security pay-

ment of $796.50 at normal retirement age.

 But if you earn 10 times that much—and 

pay 10 times as much in employment taxes—

your monthly benefit would increase only by 

3.5 times, to $2,747.92.

Can You Pay Yourself Dividends Instead?

Here’s where your current tax bill comes  

in. You’re paying Social Security taxes only 

on your salary, or earned income; dividend 

and investment income is exempt. So, as 

Allen suggests, you can minimize your  

employment tax by paying yourself partly 

through dividends, rather than through 

regular wages. 

However, because this strategy will  

reduce your future Social Security income, it 

is wise to boost contributions to your retire-

ment plans at the same time.

Let’s say your business earns you 

$100,000 annually, of which you contribute 

$10,000 to your retirement plan. If you  

take the rest of your earnings in wages, 

you’ll pay roughly 33 percent in employ-

ment and income taxes. But if you take 

$15,000 as dividends and increase your 

retirement contributions by $5,000 annu-

ally—thus cutting your wages by $20,000 a 

year—your overall tax rate drops to roughly 

27 percent, for wages and dividends com-

bined. In both cases, your after-tax take 

home is around $60,000—but if you adopt 

the latter strategy, you’ll save about $5,000 

in taxes each year. 

Then, when retirement rolls around, 

you’ll get slightly less in monthly Social 

Security benefits—about $316 per month in 

this example. But you’ll also have dramati-

cally more saved for retirement: about 

$750,000 more, assuming a 7 percent aver-

age return over 35 years. That’s enough to 

pay you $3,322 per month for 35 years—about $3,000  

more than you “lost” in Social Security benefits.

Make Your Dividends Count

There’s one big caveat. You need legitimate reasons to pay 

yourself dividends, rather than simply wages, for this to  

pass muster with the Internal Revenue Service, says Philip  

J. Holthouse, partner with the Los Angeles  

accounting firm Holthouse Carlin & Van 

Trigt. Otherwise, the IRS is likely to chal-

lenge your strategy and “recharacterize” 

your income as wages, levying the appropri-

ate taxes and penalties in the process. And  

a tax court may agree. 

So what are legitimate reasons to pay 

yourself dividends rather than wages? When 

a portion of your company’s profits are  

derived from something other than your 

work as a “key employee.”  

If you employ anyone other than yourself 

(and any co-owners), or if you invest in  

machinery or equipment that is responsible 

for generating a portion of your company’s 

revenue, it’s considered reasonable to take 

wages for your work and dividends for  

the profit that was derived from your other  

employees or company assets.

There’s no set formula for determining 

what portion of your income should be 

claimed as wages versus dividends. But  

realize that you may have to justify whatever 

formula you choose, so you should have  

a reasonable approach. You could research 

competitive wages in your industry and  

take any excess profit over that amount as  

a dividend, for instance. Or if you’re able to 

directly attribute revenue to employees— 

or assets—that could work too. 

However, the more of the company’s  

earnings you take as dividends versus wages, 

the more likely you are to be questioned by 

the IRS, warns Holthouse. And if you run 

your business full time, you always have to 

pay yourself at least some wages. 

“The idea that you could earn no wages 

from a business where you work full time 

has been pretty universally rejected by the 

IRS and the courts,” says Holthouse. “Other-

wise, if you have an argument with economic 

substance, you could very well win. It gets 

very fact-specific.”

Given that this sort of dividend-income 

strategy could pique IRS scrutiny if misused, 

you may want to consult a tax professional 

before adopting it. 

“Social Security is essentially one big 

math problem layered with 2,000 different 

rules,” says Allen. However, he adds, many couples could  

end up collecting around $1 million in benefits over their 

lifetimes: “I can’t think of anything else where it’s as impor-

tant to get it right the first time around.”

KATHY KRISTOF, author of Investing 101, is an award-winning financial 

writer and journalist. 

$2.8 TRILLION
Social Security reserves at  

the end of 2016, a $35 billion 

increase from the previous year

2035
Year that Social Security 

reserves are expected to be 

depleted

75 PERCENT
Amount of Social Security 

benefits that could be paid out 

after reserves are depleted

$3,538
Monthly payment in 2017 for 

someone who starts claiming 

benefits at age 70 and made 

the maximum taxable earnings 

since age 22

50.3 MILLION
Number of Americans who 

received Social Security 

retirement benefits in 2016

15.3%
Annual tax rate the 

self-employed pay toward 

Social Security and Medicare

$127,200
Maximum amount of  

individual income subject to 

Social Security tax in 2017

Source: Social Security Administration

Start paying 
yourself  
dividends   
and you 
could save 
hundreds of 
thousands 
of dollars 
more for  
retirement.
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Invenergy’s 
Michael Polsky 
is an energy 
opportunist.

He once built gas-fired generators. 
Today, he’s building the country’s 
largest wind farm—because  
he thinks it will make him richer

BY DAVID WHITFORD
Photographs by Ian Allen
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WINDY CITY

The Chicago-based Polsky  

has found ample wind resources  

close by, such as this wind farm  

80 miles from Michigan Avenue.

–

Wind turbines in the  
U.S. produce more than  

82 gigawatts of 
electricity annually, 

according to the  

Department of  

Energy—enough to 

power almost 20 million 

homes. Oil-rich  

Texas is the biggest  

wind-energy- 

producing state. 



He’d sold the power company he co-founded to the giant 

utility Calpine and agreed to stay on and run it for a while.  

He was miserable, but quitting meant leaving money on the 

table. After eight seemingly endless months, he persuaded his 

corporate overlords to let him go. The agreement he reached 

with Calpine even allowed him to take five people with him, 

including longtime operating partner Jim Murphy. 

Although Polsky was clearly planning another startup, 

Calpine didn’t bother to make him sign a noncompete  

agreement, he says, “because, obviously, how could six guys 

compete with a big company?”

Start by taking risks that big companies can’t stomach.  

Embrace promising technology before they do. Then be just as 

willing to change course quickly if needed. Polsky’s unending 

ambition, his accumulated knowledge of power plants, and his 

shrewd (if a tad early) commitment to wind power have made 

the new company he founded, Invenergy, the largest indepen-

dent renewable energy provider in North America, a nearly  

$1 billion lone wolf in an industry dominated by behemoths like 

Duke, NRG, and Southern Company. Invenergy developed its 

first project in 2003, a total loser of a wind farm in Tennessee 

called Buffalo Mountain. Since then, the economic winds have 

shifted. Invenergy has built 78 wind farms—mainly in the U.S. 

but also in Canada, Uruguay, Poland, and the U.K.—12 utility-

scale solar installations, 12 natural gas plants, and 

six battery-storage facilities. Total generating 

capacity: more than 16,000 megawatts, enough to 

power five million homes—and more are coming. 

Polsky isn’t some green warrior seeking to  

save us from our fossil fuelishness. He was a power  

industry entrepreneur looking for a defensible  

niche in the industry, and he found one. Seventy-five 

percent of his $8 billion portfolio of plant assets is 

powered by renewables. Last year, Invenergy broke 

ground on Wind Catcher, a 2,000-megawatt project 

in the Oklahoma Panhandle whose $4.5 billion price 

tag includes the cost, born by utilities, of building a 

350-mile connector line. Once it is fully operational 

in 2020, it will be the biggest wind farm in North 

America and second biggest in the world. “There 

were so many naysayers even 10 years ago,” says Dan 

Bakal, director of electric power at Ceres, a Boston 

In 2001,
Michael Polsky  
found himself snared in 
the entrepreneur’s 
trap. 

NUCLEAR

WIND

SOLAR

OIL & GAS

COAL

OTHER

2005 20072006 2008 2009
The Future Is 
Renewable 
The war on coal is 

over—and coal lost. 

The Department of 

Energy projects that 

solar and wind will 

provide an increasing 

share of the nation’s 

electricity load in the 

coming decades.  

nonprofit that advises companies and investors on sustain-

ability. “Now they’re all recognizing that renewables are viable 

technologies that can be deployed at scale. We’ve seen substan-

tial improvements in efficiency and cost, and dramatic growth. 

That’s clearly where things are going.”

Polsky provides yet another example of the extraordinary 

entrepreneurial energy that immigrants bring to the U.S., and 

of what they can get out of it. He still owns most of Inven-

ergy’s stock and has amassed a vast personal fortune—enough 

to bestow $50 million on his B-school alma mater, the Univer-

sity of Chicago, and disperse $184 million to his ex-wife, Maya. 

The 68-year-old Polsky never foresaw this, not when Inven-

ergy began, and certainly not when he was a young engineer  

in the Soviet Union’s Ukrainian Republic in the mid-1970s. 

LASALLE COUNTY, ILLINOIS, two hours southwest of Chicago, is  

corn and soybean country. In the late summer, it’s a waving 

carpet of green under a high, blue dome, heat-blasted and 

silent but for the rustling of corn stalks and, in spots, some-

thing else: a low, steady hum. Scores of 262-foot-tall turbines, 

noses to the wind, trace solemn circles in the sky.

This is Invenergy’s Grand Ridge Energy Center. Here  

you can see the past and the future of our electricity supply. 

There’s the wind farm, with 140 turbines powering more than 

34,000 homes; a utility-scale solar farm nestled in a bed of 

purple and yellow wildflowers; and to bank that energy, a 

30-megawatt battery storage facility. In the midst of it, sipping 

ANNUAL ADDITIONS TO  
ELECTRICITY-GENERATING  
CAPACITY IN GIGAWATTS

2015
105
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SOLAR OPERATED 

BY INVENERGY

WIND OPERATED
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NATURAL GAS 

OPERATED

SOLAR DEVELOPED

BY INVENERGY

WIND DEVELOPED

from a manmade cooling lake three miles square, is an aging 

nuclear plant, owned by Exelon. 

When nukes were new, they were the beneficiaries of a 

federal energy policy. Likewise, a decade or so later wind and 

solar got the government’s blessing, mostly in the form of 

generous tax credits. But those incentives are now being 

phased out. If renewables, currently responsible for 15 percent 

of our electricity supply, are ever going to supplant nukes  

(20 percent), not to mention fossil fuels (65 percent), it won’t 

be because our survival depends on it, though that may be 

true. They’ll have to win on old-fashioned metrics such as 

reliability and price. Polsky is betting they can.

He was the first in his family to go to college, graduating 

from Kiev Polytechnic in 1974 with an advanced degree in 

mechanical engineering. Opportunities remained limited, 

though, because of his religion. Two years later, he applied  

for refugee status as a persecuted Jew—“You’re basically not 

welcome there,” Polsky explains, seemingly without rancor,  

in an interview at Invenergy headquarters in Chicago’s north 

Loop. The offices are a cross between an art gallery (one with 

lots of pictures of turbines, smokestacks, and boilers) and  

a technology startup; everywhere are young people who look 

too cool to work at a power company. Polsky doesn’t under-

stand why letting employees dress for work in jeans is a  

benefit, but he allows it. In the reception area, there’s a display 

that keeps a running tally of Invenergy’s lifetime CO2 savings, 

expressed as an equivalent number of cars off the road: 

10,998,537 when I arrive, 703 more by the time I leave.

Not many people can say that energy was their destiny. 

Even Polsky. “Nobody is born to be a power plant engineer, 

like you’re born to be an artist or a composer,” he says. “But 

when I started studying it, I liked it.” Enthralled might be a 

Invenergy’s 
Electrıc Grid 
The company builds and  

operates solar, wind, and natural 

gas plants—and builds for  

utility customers as well. 



�
SUNNY MONEY 
Invenergy has built nine  

solar power complexes,  

like this one in Illinois. 

–
From 2008 to 2015, 

according to the  

Department of Energy, 

U.S. solar energy 
production increased  
from 1.2 to 27.4 
gigawatts, enough  
to power the equivalent  
of 5.4 million homes.

54 - INC. - NOVEMBER 2017



LEAD



better word. He remembers a moment during his journey to 

the West, on a train between Rome and Milan, when his heart 

leaped at the sight of a set of belching smokestacks. “Because I 

felt, ‘Oh, maybe one day I’ll be working on a power plant!’�” he 

recalls. “Even now, when I go in a power plant, I feel like I’m 

in an environment that I like and I want to be in.”

His degree yielded a job at Bechtel, the American construc-

tion behemoth that built Hoover Dam—and most of Saudi 

Arabia’s infrastructure. He also worked at the Swiss engineer-

ing giant Brown Boveri (now ABB) and at Fluor, another 

American design-build titan. There Polsky helped design what 

are called cogeneration, or co-gen, plants, which run on natu-

ral gas and generate heat and electricity simultaneously. 

Then, a change in U.S. energy policy would change his life: 

the passage in 1978 of the landmark Public Utility Regulatory 

Policies Act. Purpa broke up the local utility monopolies by 

encouraging public and private companies to build power 

plants and sell electricity to whomever they chose. This move-

ment toward deregulation—airlines would soon follow—“caught 

my imagination,” Polsky says. He saw immense potential and 

tried to persuade his bosses at Fluor to get into the business 

directly, rather than simply design plants for others. Fluor was 

wary of competing with customers and demurred. Frustrated, 

Polsky left, and in 1985, he co-founded Indeck Energy Services.

He was finally doing what he had always dreamed of—

building his own power plants. The pace was thrilling. Indeck 

soon topped $100 million in value and made the Inc. 500 list 

of America’s fastest-growing private companies three times, 

reaching No. 2 in 1993. But by then, Polsky had had a falling 

out with his partner, which led to his being dismissed from his 

own company. Lawsuits ensued, an arbitrator ruled, and in 

1995 Polsky walked away with a reported $20 million settle-

ment. Richer and wiser, he was eager to begin again.

And again his timing was perfect, given that the last decade 

of the 20th century was an ideal period to be restarting in the 

power business. The looser regs, rising energy demand, and 

cheaper natural gas prices fueled a wave of new construction. 

Polsky and a new partner, Murphy, founded SkyGen Energy,  

to ride that wave. They moved beyond cogeneration into so-

called peaking plants—large, gas-powered generators capable 

of firing up in minutes, designed to meet spikes in demand.

SkyGen’s big initial challenge was one Polsky has faced  

his whole career: raising capital in a business that demands 

stupendous upfront investment. His competitors were either 

regulated utilities, which can recover costs through rate  

increases; or public companies, blessed just then with soaring 

valuations and access to capital markets. Polsky’s approach, by 

default, was build, sell, reinvest, repeat. “We eat what we kill,” 

he says. “We don’t have a parent who cooks for us.” 

Stymied, he hired an investment banker to review his  

options. Going public wasn’t one of them; Polsky knew he 

didn’t have the temperament for that. He also looked at joint 

ventures. In the end, he decided on an outright sale. That’s 

when Calpine stepped in. SkyGen’s takeaway in 2000 was  

$650 million, net of debt. In retrospect, he looked like a  

genius. Gas prices soon spiked, the economy slowed, credit got 

tight, and suddenly the formerly high-flying power industry 

was scrambling to get out from under mountains of debt.

A year later, Polsky stepped out on his own again to form 

Invenergy, with the goal of relieving those debt-burdened 

companies of some of their power plants, at appropriately 

Invenergy sank $40 million into
Buffalo Mountain and lost $6 million. 

Polsky insists it was money well spent. 
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discounted prices. You’d think that an entrepreneur who  

is a proven innovator, adept at managing big projects and at 

discerning what’s next, would be a magnet for capital. He 

was—but only on the tilted terms that private equity players 

and banks were offering. “There was a big disconnect  

between the bid and the ask, OK?” he says.

To hell with investors. Polsky poured a huge chunk of  

his net worth, some $120 million, into the new venture. It was, 

he understates, “a lot of money for me.” The gamble would  

pay off spectacularly, but only after he devised a new plan. 

Focusing on buying natural gas power plants didn’t make 

sense anymore, not with the limited capital at his disposal. 

Plus, with private equity suddenly on the hunt for the same 

plants, the bargains became harder to find. “We had too much 

discipline to win in those auctions,” says Murphy, the COO. 

Where, then, could they invest? “In our hearts, we under-

stood that we are not financial players,” says Polsky, who still 

speaks with an accent and, with his curly gray locks and 

restless energy, could be Anthony Bourdain’s twin. “We are 

developers. That’s our bread and butter. So we went through 

a period of trying to find what’s good and best for us. We 

needed to find out what would be our niche.”

When Invenergy built its first wind farm, in 2003, wind 

power in the U.S. totaled some 6,000 megawatts—about 7 

percent of what it is now. “Nobody really took wind seriously,” 

says Polsky. “I don’t know if we took it that seriously.” Back 

then, says energy expert Kevin Knobloch, a senior fellow at 

the Fletcher School of Law and Diplomacy, “the whole notion 

of building a successful business plan around clean energy was 

aspirational.” Polsky asked one of his guys to take a closer look 

and make a recommendation. That’s how Invenergy wound up 

being the low bid on a tiny, 27-megawatt demonstration  

project for the Tennessee Valley Authority near Oak Ridge, 

Tennessee. Ready or not, Polsky was in the wind business.

Not ready—Buffalo Mountain was a failure. Invenergy  

underestimated the cost of building on a remote, hilly site with 

no access roads, and overestimated the wind strength. “The  

art of measuring the wind resource at the time was not nearly  

as refined as it is now,” Polsky says. “We financed the project on 

the basis of a forecast that never materialized.” Invenergy sunk 

$40 million into Buffalo Mountain and lost $6 million.

Polsky insists it was money well spent. He could see now 

where this sector was going, and was eager to apply lessons 

learned. Invenergy’s next three projects—in Montana, Colo-

rado, and Idaho—combined were 10 times bigger than Buffalo 

Mountain, and all three made money. During those early days, 

production tax credits were key. Without the credits, wind 

couldn’t compete, and whenever Congress let them expire,  

the industry suffered, only to bounce back when they were 

restored. Current legislation calls for a gradual phase out by 

2020. This time, no one’s counting on another extension.

The credits have accomplished their goal. Total wind- 

powered generating capacity has grown enormously since the 

credits were introduced as part of the Energy Policy Act of 

1992, and not just because there are so many more wind farms. 

Development has spurred innovation, such that today’s best 

turbines are one-third more efficient than their immediate 

predecessors. According to the latest projections from the  

U.S. Energy Information Agency, onshore wind energy plants 

entering service in 2022 will generate cheaper electricity than 

any other fuel source with the exception of geothermal, which 

doesn’t have nearly the potential that wind does.

One more noteworthy fact about Wind Catcher: Polsky 

already has an eager buyer lined up, two utilities owned by 

American Electric Power. AEP, it so happens, is still the coun-

try’s largest coal-fired electricity generator. To Polsky, that’s a 

clear sign that the market-driven shift to a low-carbon econo-

my is unstoppable—despite lapsing tax credits, America’s 

pending withdrawal from the Paris climate agreement, and 

whatever Big Coal, Big Oil, and the nuclear power industry 

have to say. “We have reached a tipping point,” says Polsky. 

“We feel we are simply on the right side of history, rather than 

the right side of ideology.” 

DAVID WHITFORD is an Inc. editor-at-large.



REALLY BIG BATTERIES 

Because the wind doesn’t always blow and  

the sun insists on setting, energy storage  

is a critical component for renewables. These  

batteries can hold up to 31.5 megawatts.
–

 Within four years, U.S. energy- 
storage capacity is expected to 

 increase eightfold, to 5.9 gigawatts,  

according to GTM Research. 



Going Global
Diving Into the Deep End 
SafeSplash Swim School has grand  
ambitions. How does its strategy stack up?

MATT LANE, CO-FOUNDER of SafeSplash Swim 

School, knows that some dip toes into the 

water while others plunge in. But when it 

comes to international expansion, only one 

approach works. “If you are going to go for it,” 

says Lane, “you have to go for it at scale.”

Lane, a former competitive swimmer, 

launched SafeSplash in 2005 in Denver when 

he couldn’t find a good program for his kids. 

By 2015, the business had about 60 U.S.  

locations. Given the right situation, it was 

ready to go global. 

Lane had run a worldwide organization for 

Hewlett-Packard, and knew it took substantial 

blocking and tackling to operate abroad.  

He calculated he’d need 20 Safe Splashes per 

territory to justify what he’d have to invest  

to manage local franchise laws, regulations, 

trademarks, and currency conversion, among 

other things. He sought a master franchisee—

a sub franchiser that provides services to 

franchisees within a specified territory—that 

could operate dozens of schools and would 

invest time and resources to localize planning 

and marketing. When Sports World, a Mexi-

can fitness chain with dozens of locations, 

came knocking, SafeSplash answered. 

SafeSplash handled its own Spanish 

translation of the software platform used by 

its franchisees to run their businesses. But it 

collaborated with Sports World to introduce 

the brand and its values to Mexican families. 

The company feared the impact of its mar-

keting might not survive translation. 

(“Learning to swim is a formative experi-

ence,” says Lane. “Often it is the first activity 

where kids demonstrate to parents they can 

accomplish something on their own.”) His 

team and Sports World worked closely to see 

that a key company message—reassuring 

customers that they are good parents—was 

communicated. 

When the first Mexican schools opened  

in March 2016, Lane and other SafeSplash 

leaders joined Sports World for presentations 

to parents at roughly 15 sites around Mexico 

City. “We wanted them to know that the 

executive team are personally invested,” says 

Lane. To ensure that his U.S. employees  

were invested too, he shot video of mothers’ 

reactions and distributed clips companywide. 

Today, SafeSplash revenue exceeds 

$25�million, with 5 to 10 percent coming from 

Mexico. It seeks master franchisees else-

where, including Canada, South America, the 

Middle East, and China. Because of that coun-

try’s size, Safe Splash is breaking it into six 

territories and hiring a local broker to find 

master franchisees, as each territory must 

support 20 units out of the gate. 

Recently, SafeSplash acquired another U.S. 

swim school that had a single franchisee in 

Turkey. Bringing operations in that region up 

to at least 20 units is on Lane’s front burner. 

“When you go in onesies and twosies,” he says, 

“it’s too slow.” —LEIGH BUCHANAN

�
WHAT THE EXPERTS SAY

-

Brian Scudamore, founder 

and CEO of O2E Brands, 

whose companies include 

1-800-Got-Junk?

“You’ve got to go in with  

a big bang when you’re 

pursuing international. The 

Starbucks approach—not 

just one or two locations 

but many, sometimes 

across the street from each 

other. Customers should 

see the brand everywhere.

“It’s important if you are 

building a global brand to 

get out there and connect. 

When we went to Australia 

with 1-800-Got-Junk?, it 

took me four years before  

I made my first trip. That 

was a big mistake. How 

arrogant of me to say, ‘We 

can start a country without 

ever going there.’ I’m all  

for getting out in the field 

and connecting with people 

as much as you can.

“I am not a big fan of 

master franchising. If you 

get the wrong franchiser, 

it’s hard to get rid of them. 

It is deadly. The entire 

country fails.”

-

Michael Seid, founder  

and managing director of 

MSA Worldwide, a franchise 

consultancy

“Turkey has historically  

been a solid market. How-

ever, in any international 

expansion, the political  

and legal conditions have 

to be considered. Turkey 

right now is more than  

a bit unstable. If there are 

other reasons to keep 

Turkey on the front burner, 

I would establish a blended  

approach that would  

include a master franchisee 

that can handle those 

issues while targeting the 

rest of that region.” 

� IN THE SWIM 
SafeSplash is betting big on an aggressive 
international expansion—which looks like a success.

LEAD58 - INC. - NOVEMBER 2017

G
E

T
T

Y





LEAD60 - INC. - NOVEMBER 2017

S T R E E T  S M A RT S
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Norm Brodsky
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Norm Brodsky is a veteran  
entrepreneur. He is the co-author  
of Street Smarts: An All-Purpose 
Tool Kit for Entrepreneurs. Follow 
him on Twitter: @normbrodsky.

The Temptation to Lie

Sooner or later, most of us get 
into difficult situations. And 
that’s when character is tested

“Don’t do anything now,” I said. “Get me your 

financial statements. I’ll tell you what I think.”

He seemed desperate, but I didn’t hear from 

him. Six weeks later, the person who introduced  

us said Clarence needed to see me urgently. He 

brought me his financials. I took one look at the 

balance sheet and said, “I hope you didn’t give this 

to anyone else. These are fraudulent numbers.” 

“I gave it to the bank,” he said. “I have a meet-

ing with them Monday. What’s wrong with it?”

“According to this balance sheet, your current 

assets exceed your current liabilities by more than a 

million dollars,” I said. “Why don’t you just pay the 

bank the $750,000 you owe them?” Clarence admit-

ted that he couldn’t, even though the balance sheet 

showed he could. I asked how much inventory he 

had. At first, he said $150,000 worth—the amount 

he claimed he could sell it for, an irrelevant number. 

“How much did you pay for it?” I asked.

“Sixty thousand dollars,” he said. The balance 

sheet showed $970,000 in inventory. “That’s fraud,” 

I said. Clarence protested that the accountant had 

told him he had to provide a bigger number to the 

bank. “Did you read the first page?” I asked. “It says 

all the numbers come from the client and haven’t 

been audited or verified. What about this number—

prepaid expenses of $600,000?” He said that he  

had paid certain expenses in advance. “You paid 

$600,000 in advance?” I said. “Baloney. I’ll bet the 

real number is close to zero.” 

Accounting rules allow you some choice about 

revenue recognition, inventory treatment, amor-

tization, and the like. You can be aggressive but must be legal. In his desperation to save his 

business, Clarence crossed a line that could land him in jail. Failure may be humiliating, but 

isn’t it preferable to prison? Indeed, bankruptcy is almost a right of passage in Silicon Valley. 

You can rebound from a bad deal or a bankruptcy. You are unlikely to rebound from a jail cell. 

Clarence was beyond my help. Get the best criminal lawyer you can find, I advised,  

and tell the truth. “If you meet with the bank before seeing an attorney,” I said, “you’re out of 

your mind.” He left, clearly shaken. Our mutual friend later asked why I hadn’t suggested 

that Clarence just tell the bank he’d erred, and have him produce a corrected balance sheet.  

“Because then I’d become part of a conspiracy to commit fraud,” I said.

The lesson here is this: No matter how much pressure you’re under, don’t ever lie on your 

financial statements to your bank. I just hope Clarence can learn that lesson without having 

to pay a heavy price. 

R
UNNING A BUSINESS is a series of decisions: 

where to locate, what to produce, what  

to charge, how to distribute. There are 

consequences—perhaps bad ones—to 

whatever decisions you make. You must 

take responsibility for the consequences, 

or you’ll never learn from your mistakes.

That’s why I’m reluctant to dole out 

advice to young entrepreneurs. Occa-

sionally, though, I am confronted with  

a situation where I do offer very clear and firm advice. I ran into 

one recently with an entrepreneur I’ll call Clarence.

His company sold a consumer product with a unique twist.  

(I won’t be more exact, for reasons that will become obvious.) He 

was in dire straits when he came to see me. Clarence was being 

hounded by creditors and couldn’t repay his $750,000 bank line  

of credit. When I questioned him about his sales and margins, his 

answers were a little too vague. I asked to see his financial state-

ments. “But I have to meet with the bank,” he said. “My lawyer  

says I should file for bankruptcy.”
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 I N C .  B R A N D E D  C O N T E N T  /  PAY RO L L

E
ntrepreneurship draws 

a certain kind of person, 

usually those attracted 

to the idea of being their 

own boss and growing 

something from small 

beginnings to a sizeable enterprise. The 

rewards can be substantial, but there 

are roadblocks along the way. A big one 

is the burden of managing payroll and 

staying compliant with ever-changing 

tax laws and regulations.

“Running accurate payroll is 

time-consuming, and getting it right 

can be tough,” says John Cumbee, 

general manager of SurePayroll, a 

leading online payroll service for small 

businesses nationwide. “Even the most 

meticulous business owner is at risk of 

a miscalculation, a missed deadline, or 

overlooking a regulatory change.” Any 

such misstep can result in penalties, 

��QHV��DQG�XQKDSS\�HPSOR\HHV�

Payroll administration is about a lot 

more than just handing out checks. A 

huge amount of data must be collected 

and managed to determine how 

VRPHRQH�VKRXOG�EH�SDLG��KRZ�EHQH��WV�

time is managed, how taxes are withheld 

and paid, and how compliance and 

reporting is conducted. 

“There are many nuances to payroll 

reporting and compliance, which can 

be daunting when entrepreneurs 

are starting out,” says Sean Cooper, 

director of partner management at 

SyncStream Solutions, a provider of 

health care and Equal Employment 

Opportunity Commission reporting 

and compliance software. “But there 

are technology solutions that can help 

reduce the burden.”

Traditionally, the options available to 

owners of small and midsize businesses 

(SMBs) have been to take a do-it-yourself 

approach or to hire a full-service payroll 

provider. However, there are problems 

with both solutions. 

“I think there’s no question that 

trying to set up payroll themselves is 

not a good use of a business owner’s 

time,” says David Waring, co-founder 

of FitSmallBusiness.com, an online 

educational site for SMB owners. The 

biggest challenge is simply knowing 

how everything works—registering with 

WKH�ULJKW�DJHQFLHV����OOLQJ�RXW�PXOWLSOH�

forms for each employee, and meeting 

individual state compliance regulations, 

to name a few.”

Full-service payroll providers take all 

WKDW�R���WKH�EXVLQHVV�RZQHUȇV�SODWH��EXW�

the cost can be prohibitive for a small 

company. Fortunately, a third option 

has emerged in recent years: payroll 

software solutions. 

“SurePayroll marries the best of what 

SD\UROO�VRIWZDUH�DQG�IXOO�VHUYLFH�R��HULQJV�

provide,” Cumbee says. “Our customers 

maintain full control of their payrolls, 

ZKLOH�EHQH��WLQJ�IURP�DZDUG�ZLQQLQJ�OLYH�

FXVWRPHU�VXSSRUW�DQG�DXWRPDWHG���OLQJ�

and payment of taxes.” 

Perhaps most important from a 

business owner’s perspective, SurePayroll 

backs up its promises with a robust 

guarantee. IRS statistics show that 

roughly 40 percent of small businesses 

incur penalties averaging $845 a year. But 

if one of its customers receives a notice 

from the IRS or any other tax agency 

EDVHG�RQ�D���OLQJ�WKDW�6XUH3D\UROO�PDGH��

the company will work with the agency to 

help resolve the issue on the business’s 

behalf. “And, if we are at fault, we’ll pay 

DOO�WKH�DVVRFLDWHG�SHQDOWLHV�DQG���QHV�ȋ�

Cumbee emphasizes. 

Some key areas to focus on when 

choosing a payroll services provider of 

any type are pricing, compliance, ease of 

use, and customer support, Waring says. 

7KH�EHVW�VROXWLRQV�R��HU�EXVLQHVVHV�

features like an easy-to-use payroll portal 

that allows them to input wage and hour 

data at an individual employee level and 

then preview and approve payroll on 

their schedule, from anywhere at any 

time, using any device. It’s also important 

to look for a provider that maintains 

current tax rates and supports new and 

additional deductions as regulations are 

introduced--ideally, without any action 

on the part of the user, such as having to 

manually update software.

Finally, since growth is the goal of 

most SMBs, it’s important to plan for it 

early. Choose a payroll services provider 

that will allow you to easily migrate to the 

right solution at each level of growth.    

Payroll Challenges Are a 
Fact of Small-Business Life
Entrepreneurs don’t want to spend time on administrative 
chores, but payroll compliance is important. Software solutions 
can help solve the problem.
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FREE BIRD

If lab-meat startup 

Memphis Meats has its 

way, this chicken and 

its brethren will lead 

vastly different lives.

What Works. 

What’s Next. 

PG. 70

 “I loved eating
meat, but  

I didn’t like the 
way it was 

being produced.”
—UMA VALETI, the vegetarian 

co-founder of the lab-meat 
startup Memphis Meats

BUILD A 
BETTER 
WEBSITE

STARTUPS 
FIGHTING 
THE OPIOID 
EPIDEMIC
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His experience is familiar to 
many founders. By now, if you have 
a business, you have a website. 
But as your company grows, you 
may find that the do-it-yourself 
site that you built for little or no 
cost on a platform like Wix or 
Squarespace no longer meets your 
needs. Maybe you’re in the market 
for a signature look that stands 
out from your competitors’, or 
maybe you need more than you 
once did—a more sophisticated 
system of cataloging products, or 
the ability to process simultaneous 
transactions, or an inventory- 
tracking system that can scale. If 
so, it may be time to hire a devel-
oper, a designer, or a consultant— 
or some combination of the three. 

First, says Melanie Spring, 

founder of the marketing strat-
egy firm Branded Confidence, 
decide what you’ll need from a 
new site. Do you need a calendar 
that communicates with a back-
office reservation system, or an 
online catalog of products that’s 
tied to a back-office warehouse? 
Both require an API—an applica-
tion protocol interface, which  
is how web-based systems talk  
to one another—and typically  
a developer who can enable that 
communication. 

Be prepared to take a hard look 
at your budget. Brent Lightner, 
founder of the digital agency  
Taoti Creative, has a simple rule: 
“If you have less than $10,000  
to invest in your website, figure 
out how to make Squarespace or  
Wix work. When your budget is 
closer to $25,000, think about 
hiring a developer to build a more 
customized site.” A consultant, 
while an additional expense, can 
help you sort through the options 
if you have complex needs.  
Mukesh Vidyasagar, a founder of 
Cappsure It, which sells software 
that allows landscapers to track 
field crews’ activities in real time, 
hired a marketing consultant  
with online design experience to 
map out an upgraded version of 
his company’s site, which had 
been built with Wix. “He laid it  
all out using Elementor,” says  

Vidyasagar, referring to a website 
building tool that works with the 
popular WordPress platform. The 
new version “is way more sophis-
ticated” than his original site, 
which had limitations with load 
speeds and integrating other 
kinds of marketing software. 

You should also keep in mind 
that more users now access 
websites from mobile devices 
than from computers. That 
means your new site should be 
designed to shine on smart-
phones. “Don’t worry so much 
about the desktop version of the 
site,” says Spring. “Design back-
ward. Think about the mobile 
users and what they can see.”

Originality is key, but avoid the 
temptation to layer on too many 
bells and whistles. What can you 
do without? Video with sound 
and “too many moving things,” 
Spring says, can put off potential 
customers and make websites 
take longer to load. And remem-
ber that Flash, Adobe’s software 
for viewing multimedia, may  
have been all the rage in the 
aughts, but now it’s out. “Kill  
it,” says Spring. “Your phone 
doesn’t process Flash,” which, 
given current web-browsing 
trends, makes it all but irrelevant. 
If no one sees your beautiful  
new site, does it exist at all?  
—SHEILA MARIKAR

Your site is your front door for many of your  
customers. If old-school web design is holding yours  
back, follow these tips to make it inviting again

BUILDING A  
BETTER WEBSITE

TIP SHEET MARKETING

••••

J OEY RUBIN, A PARTNER IN the Los Angeles 
restaurant Neighbor, had a website for 
his business. But he realized it wasn’t 
enough. He wanted something unique, 
something that better mimicked  
his carefully thought-out brick-and- 
mortar operation and offered more 
freedom to showcase images. So he 
hired design firm Original Thought to 
come up with a new one. “We built  
the brand, the restaurant, the interior, 
the kitchen, the staff,” Rubin says.  
“We had to build an original site, too.”

WHAT WEB  
SURFERS WANT
How to turn people 
off from—and 
on to—your site

�
44%
will leave a company’s 
website if there’s no 
contact information or 
phone number. 

39%

of visitors leave  
a website if images 
won’t load or take  
too long to load.  

�
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70-80% 
research a small  
business online  
before visiting it or 
purchasing some-
thing from it.

38%
will stop engaging with  
a website if they find  
it unattractive.

�
51.3
percent
of worldwide users 
access the web via  
mobile devices.

FINDING YOUR NEXT  
WEB DEVELOPER

SCAN YOUR FAVORITES

Have no idea how to find a developer? 
“Find a site that you really like,” says 
Melanie Spring of Branded Confidence, 
“and scroll to the bottom to see who  
did it.” It’s easier and a better bet than 
trolling online job boards. 

ASK—THEN VERIFY

Once you’ve amassed some potential 
candidates, either freelancers or  
agencies, let them take the wheel. “Say, 
‘Here’s what I want to do. What do you 
recommend?’ ” says Brent Lightner  
of Taoti Creative. But then look at other 
sites they’ve created with the content 
management system they recommend 
for your business. “Make sure the agency 
you hire has experience in the platform 
that it’ll be using,” says Lightner. 

CHECK COMPATIBILITY

Find out what plug-ins are compatible 
with the platform they’re suggesting. 
For example, “How easy is it to use  
with a Shopify add-on?” asks Spring. 
OpenTable allows restaurants to  
process online reservations without 
building a proprietary system, and many 
health and wellness businesses use 
Mindbody to manage class schedules 
and sell sessions. 

CONSIDER CONTINGENCIES

Then, assess your ability or someone 
else’s to update the website if the  
developer is unreachable. “Ask them, 
‘What’s the ability for someone else to 
work on it if you get hit by a car?’ ” says 
Spring. “ ‘Are you documenting it? What 
training do I need to update the site, 
and can you document that also?’ ” 
Rubin made sure that he could update 
his restaurant’s site at 11 p.m. on a 
Saturday without having to call his 
developer. “We’re able to control it fully,” 
he says. ”It’s our website.”  

Sources: Adobe, Blue Corona, KoMarketing, StatCounter



P U B L I C  H E A LT H

F
ROM 2001 TO 2015, the 
number of Americans who 
died from overdosing on 
opioids—the addictive 
painkilling narcotics made 
from opium or its chemical 
analogs—more than 
quadrupled, to 22,589, 
according to the Centers 

for Disease Control and Prevention. Deaths 
from the illicit and powerful opioid heroin 
increased more than sevenfold over that 
span. “Right now, it’s too easy to access 
highly addictive opioids that are killing 
people, and too difficult to access the 
treatments for opioid addiction,” says 
Andrew Kolodny, co-director of opioid policy 
research at Brandeis University’s Heller 
School for Social Policy and Management. 
Drugs like buprenorphine treat addiction, 
and naloxone reverses overdoses, but  
these treatments are often not covered  
by insurance providers. Enter a wave of 
startups creating innovative ways to aid 
people battling opioid addiction, thus taking 
on one of the gravest health challenges  
of our time. —EMILY CANAL

THE 
STARTUPS 
TAKING ON 
OPIOIDS

�
CHRONO 
THERAPEUTICS
—
Chrono is finalizing a 

patch that helps patients 

overcome nicotine 

addiction, and is making  

a similar patch for those 

addicted to opioids.  

Both products are still  

in clinical trials; a rep  

for Chrono said the 

opioid-related patch 

won’t come to market 

before the smoking-

cessation product, which 

is expected to be available 

in early 2019.  

—
founder guy dipierro

year founded 2014

location hayward, calif.

funding $87.6 million

� 
GROUPS
—
Groups is very simple:  

For $65 a week, it offers 

group therapy in areas 

plagued by opioid 

addiction—targeting 

towns with fewer than 

10,000 residents and  

little access to recovery 

programs—so people  

at different stages of 

recovery can learn from 

one another. It also 

prescribes Suboxone,  

a combination of 

buprenorphine and 

naloxone, which is  

used to treat addiction. 

Its first location opened  

in New Hampshire; the 

company has since 

expanded to California, 

Indiana, Maine, and Ohio. 

The company says that 

after working with 

Groups for six months,  

95 percent of patients 

attend counseling each 

week and 85 percent 

abstain from opiates. 

—
founders jeff de flavio, 

silas howland, and  

joy sun

year founded 2014

location new york city

funding n/a

� 
TRIGGR 
HEALTH
—
Triggr makes an app that 

monitors phone use to 

determine when someone 

recovering from addiction 

is most at risk. For 

instance, it will notice an 

atypical flurry of texts  

in the middle of the night 

and (without reading 

those messages) send  

a check-in message to 

ensure that the texter is 

OK. It also uses cognitive 

behavioral therapy 

techniques to help 

identify the best therapy 

for those fighting 

addiction, assists them  

in finding doctors to 

prescribe anti-opioid 

medication, and checks  

in with them between 

appointments with 

addiction counselors. 

—
founders john haskell, 

bong koh, and brian lai 

year founded 2014 

location chicago

funding $4.2 million
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� 
SPR
THERAPEUTICS
—
Last May, SPR won a  

$6 million contract from 

the U.S. Department of 

Defense to develop its 

non-opioid pain-relief 

therapy—the Sprint 

Peripheral Nerve 

Stimulation System.  

It uses a small device 

that generates 

low-voltage electrical 

pulses to stimulate 

nerves, and thus provides 

targeted pain relief 

without opiates or 

surgical intervention.  

The DOD-funded research  

will target the use of 

Sprint specifically for 

amputees suffering from 

moderate to severe 

neuropathic pain—chronic 

pain typically caused by 

nerve damage. 

—
founder maria e. 

bennett

year founded 2010

location cleveland

funding $65 million

� 
BIOBOT 
ANALYTICS
—
Biobot has built a  

robot that rests under 

manholes to collect 

sewer-water samples. 

Those samples are  

then analyzed to measure 

the concentration of 

prescription and illicit 

opioids, to better identify 

communities experienc-

ing addiction issues.  

A prototype is at work in 

Cambridge, where the 

company recently won 

first place at an MIT 

startup accelerator 

contest. Biobot recently 

launched a 12-week pilot 

program in a northeastern 

city it declined to identify. 

It’s intended for cities of 

50,000 people or more, 

and takes samples only 

from areas with at least 

5,000 residents.

— 
founders newsha 

ghaeli and mariana 

matus 

year founded 2017 

location cambridge, 

mass.

funding $87,000

� 
RXASSURANCE
—
This health care startup 

created an app, OpiSafe, 

that’s used by patients  

to fill out a survey that 

includes questions about 

family and personal 

health histories. It then 

gives assessments to 

doctors so they can 

determine patients’ risk 

for opioid abuse. OpiSafe 

ensures that patients are 

screened for potential 

drug misuse before they 

receive opioids. It also 

recommends randomized 

urine screenings 

throughout those 

patients’ treatment. It 

monitors patients who’ve 

been prescribed opioids 

and relays information to 

physicians—asking, for 

instance, how a patient is 

sleeping, because sleep 

disturbance can indicate 

respiratory distress, a 

sign that the patient is 

taking too large a dose.

—
founders robert 

valuck, bob goodman, 

and chris ennis

year founded 2013

location denver

funding $800,000

� 
BRAEBURN 
PHARMACEUTICALS
—
Braeburn manufactures 

Probuphine, a long-

acting prescription 

implant that provides 

those who are addicted 

with a steady low dose  

of buprenorphine. In 

clinical trials, patients 

who used a Probuphine 

implant were signifi-

cantly more likely to 

refrain from opioid use 

than patients who took 

buprenophine orally. 

—
founder behshad 

sheldon

year founded 2012 

location princeton, n.j.

funding more than  

$187 million

�
APPRISS 
HEALTH
—
Appriss Health markets 

NarxCare and Awarxe. 

NarxCare analyzes data 

about the medicines 

doctors give to patients, 

so health professionals 

can see health histories 

and prescription drug 

usage patterns and help 

identify those predis-

posed to addiction. 

Awarxe is a prescription-

monitoring program that 

helps state governments 

identify, anticipate, and 

address the improper 

prescribing of controlled 

substances. 

—
founder michael davis

year founded 2017

location louisville 

revenue more than 

$125 million

SPIKING FATALITIES

—
The growth in opioid and heroin 

deaths —we chart the latter 

because many addicted to 

prescription opiates have 

turned to it—horrifies, but look 

what increased attention aimed 

at drunken driving deaths, 

which peaked at 21,113 in 1982, 

has accomplished. Perhaps 

pairing innovative startups with 

more attentive public policy  

can reverse opioid trends too.

 “We could 
help save 
some lives 
and do 
some good 
in the 
process, 
and then 
also prove 
our general 
business 
model.”
—ROBERT VALUCK, 
co-founder, RxAssurance

DRUNKEN
DRIVING

OPIOIDS

HEROIN

2001 2015

10,265

12,989

22,589
+309%

+630%

-23%

13,290

5,528

1,779

SOURCES: Centers for Disease Control; National Highway Traffic Safety Administration
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U
MA VALETI REMEMBERS the first time he really 

thought about where meat comes from. A cardiolo-

gist turned founder, Valeti grew up in Vijayawada, 

India, where his father was a veterinarian and  

his mother taught physics. When he was 12, he 

attended a neighbor’s birthday party. In the front 

yard, people danced and feasted on chicken tan-

doori and curried goat. Valeti wandered around to 

the back of the house, where cooks were hard at 

work decapitating and gutting animal after animal 

to keep the loaded platters coming. “It was like, 

birthday, death day,” he says. “It didn’t make sense.” 

Valeti remained a carnivore for more than  

a decade, until after he had moved to the U.S. for his medical residency. But in time, 

he found himself increasingly disturbed by food-borne illness. He was especially 

grossed out by the contamination that happens in slaughterhouses when animal 

feces get mixed in with meat. “I loved eating meat, but I didn’t like the way it was 

being produced,” he says. “I thought, there has to be a better way.” 

In a tiny R&D suite in a nondescript office building in the unglamorous Silicon Valley 

exurb of San Leandro, a lanky, red-haired molecular biologist named Eric Schulze is 

fiddling with a microscope, and I’m about to get a look at that better way. Like the speci-

men he’ll show me, Schulze is something of a hybrid. Formerly a Food and Drug Admin-

WITHOUT
ANIMALS

The future of your entrée is quietly 

growing in Memphis Meats’ lab 

BY JEFF BERCOVICI
PHOTOGRAPH BY MAURIZIO DI IORIO
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istration regulator, he’s now an educator, TV host, and senior 

scientist at Memphis Meats, the company that Valeti founded  

in 2016 and whose laboratory he is showing me. Lining one wall 

is a HEPA-filtered tissue cabinet, to which someone has affixed 

a “Chicken Crossing” sign, and a meat freezer labeled “Angus.” 

Along the opposite wall is an incubator dialed to 106 degrees 

Fahrenheit, the body temperature of Anas platyrhynchos  

domesticus—the domestic duck. 

Schulze plucks a petri dish from the incubator, positions 

it under the microscope, and then invites me to look into the 

twin eyepieces. “Do you see those long, skinny things? Those 

are muscle-forming cells,” he says. “These are from a duck 

that’s off living its life somewhere.” The cells look like 

strands of translucent spaghetti, with bright dots—nuclei, 

Schulze says—sprinkled here and there. 

He removes that petri dish and inserts another. In it, 

scattered among the spaghetti strands, are shorter, fatter 

tubes, like gummy worms. Those, he explains, are mature 

muscle cells. Over the next few days, they’ll join together in 

long chains, end to end, and become multicellular myotubes. 

These chains will form swirls and whorls until they look  

like the sky in Van Gogh’s Starry Night. Also, Schulze casu-

ally notes, “they’ll start spontaneously contracting.” 

Wait. Contracting? As in … flexing? 

“This is all living tissue. So, yes,” Schulze says. 

The idea of a dish full of duck mince suddenly beginning to 

twitch and squirm makes me shake my head. What’s making 

duck bits move if not a brain and nerves? Schulze is used to this 

reaction. “For the past 12,000 years, we’ve assumed that when  

I say the word ‘meat,’ you think ‘animal,’�” he says. “Those two 

ideas are concatenated. We’ve had to decouple them.” 

Meat without animals. It’s not a new notion. In a 1932 essay 

predicting sundry future trends, Winston Churchill wrote, 

“We shall escape the absurdity of growing a whole chicken in 

order to eat the breast or wing, by growing these parts sepa-

rately under a suitable medium.” The basic science to grow 

meat in a lab has existed for more than 20 years, but no one 

has come close to making cultured meat anywhere near as 

delicious or as affordable as the real thing. But sometime in 

the next few years, someone will succeed in doing just that, 

tapping into a global market that’s already worth trillions  

of dollars and expected to double in size in the next three 

decades. Despite a bevy of well-funded competitors, no one  

is better positioned than Memphis Meats to get there first. 

Operating with a team of just 10 (though it’s expected to grow 

to 40 in a matter of months), the startup has already cultivated 

and harvested edible beef, chicken, and duck in its bioreactors, a 

feat no one else has achieved. Even allowing for the vagaries  

of regulation—it’s not clear which federal agency will oversee a 

foodstuff that’s real meat but not from animals—the company 

expects to have a product in stores by 2021. “They’re the leader 

in clean meat. There’s no one else that far along,” says venture 

capitalist Steve Jurvetson, whose firm led Memphis Meats’ 

recent $17 million Series A. Before he met Valeti in 2016,  

Jurvetson spent almost five years researching lab-grown meat 

and meat alternatives, believing the market was set to explode. 

“They’re the only one that convinced me they can get to a price 

point and a scale that would 

make a difference in the  

industry,” he says. 

Going in with Jurvetson 

was a lineup of household-

name investors that includes 

Bill Gates, Richard Branson, 

and Jack Welch; their money 

will be used to build up  

Memphis Meats’ already 

formidable trove of intellec-

tual property and to fine-tune 

the process of combining cells 

to produce the tastiest steaks 

and patties, and drive down 

the cost. The infusion of 

prestige also boosts competi-

tors. Memphis Meats’ lineup 

of backers “is enormous, 

especially for a small com-

pany like mine,” says Mike 

Selden, CEO of lab-grown 

fish-filet startup Finless 

Foods. “When investors tell 

me, ‘Great idea, but we can’t 

really vet the technology,’ I 

can say, ‘Richard Branson and 

Bill Gates think it’s great.’�” 

The business case for clean 

meat, as the fledgling indus-

try’s progenitors prefer to call 

it, could hardly be plainer. As 

emerging middle classes in 

places like China and India 

adopt Western-style diets, 

global consumption of animal 

protein skyrockets. (Memphis 

Meats is working on duck 

because it’s so popular in 

China, which consumes more 

of it than the rest of the world 

combined.) But the U.N.’s 

Food and Agriculture Organi-

zation estimates 90 percent  

of the world’s fish stocks are 

now fully exploited or danger-

ously overfished. More than 

25 percent of Earth’s available 

landmass and freshwater is 

used for raising livestock. 

Only one of every 25 calories 

a cow ingests becomes edible 

beef. And meat processors 

often must pay disposal com-

panies to haul away their 

inedible tonnage—hooves, 

beaks, fur, cartilage. 

But it’s not just the financial 

opportunity that has the likes 

of Gates and Branson so 

excited: Meat is an ongoing 

environmental and public-

health catastrophe. Livestock 

account for 14.5 percent of 

greenhouse gas production—

more than all transportation 

combined. As meat demand 

soars, virgin rainforest gets 

razed to grow feed, and fresh-

water sources are diverted 

from drought-prone regions. 

Overcrowded pig and poultry 

farms are reservoirs for global 

15%
INCREASE 

in production 

of beef

BEEFING UP
Food trends 

come and go. 
But meat is a 
mainstay, as 

evidenced by global 
data on its 

production from 
2001 through 2014: 

34%
INCREASE 

in production 

of pork

71%
INCREASE 

in production 

of chicken

SOURCE: Food and Agriculture 
Organization of the United Nations
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MEAT MAN 
Memphis Meats 

co-founder Uma Valeti 

is a trained cardiologist. 

His work with stem cells 

at the Mayo Clinic led 

him to the idea for his 

lab-grown-meat 

startup. 

PHOTOGRAPH BY RAMONA ROSALES



pandemics; animals raised in them are pumped full of anti-

biotics, spurring the rise of drug-resistant superbugs. 

A subset of affluent consumers is willing to pay higher prices 

for free-range beef, cage-free eggs, and other animal products 

marketed as sustainably produced and cruelty-free, but that’s  

a tiny slice of the market. With the FAO expecting meat con-

sumption to nearly double by 2050, only a radical break with 

the past will prevent doubling down on practices such as high-

density feedlots and vertical chicken farms. 

The idea of such a radical break attracted Branson, who 

stopped eating beef in 2014 out of concern over deforestation 

and slaughterhouse practices. “I believe that in 30 years or so,” 

he wrote in a blog post, “we will no longer need to kill any 

animals and that all meat will either be clean or plant-based.”

Big as it would be if Branson’s prediction comes true, those 

behind Memphis Meats believe they’re part of something even 

larger. Already, so-called cellular agriculture produces every-

thing from leather and vaccines to perfume and building mate-

rials. Within a few years, proponents say, it could eliminate 

organ donation, oil drilling, and logging. The possibilities are as 

broad as life itself. “Human civilization was largely enabled by 

the domestication of livestock,” says Nicholas Genovese, Valeti’s 

co-founder. “If we can master producing meat without live-

stock, it’s really going to be the second domestication.” 

V
ALETI’S MEAT-WITHOUT-ANIMALS epiphany 

came soon after his cardiology fellow-

ship at the Mayo Clinic in 2005. In a 

cutting-edge clinical trial, he used stem 

cells to repair damage caused by car-

diac arrest. Stem cells are undifferenti-

ated cells that can become different 

types of tissue as they mature; injected 

into a heart that’s been ravaged by a coronary, they can form 

healthy new muscle to replace what has been lost. If stem  

cells could be cultivated into heart muscle, he thought, why 

couldn’t they be manipulated into making a drumstick or a 

porterhouse? Why not grow just the porterhouse and skip the 

rest of the cow? And while you’re at it, why not grow a steak 

with a healthier nutritional profile? 

A bit of research showed Valeti that he was far from the 

first to have the idea—but also convinced him that what 

hadn’t been feasible was quickly becoming so. Rapid DNA 

sequencing was making it radically faster and cheaper to,  

say, program yeast cells to manufacture proteins. Advances 

in data science made it possible to tease out relationships in 

huge volumes of experimental data. Meanwhile, the growing 

high-end market for sustainable and humanely raised foods 

pointed to a path for a product that was bound to be expen-

sive in its earliest incarnations. 

“If I continued as a cardiologist, maybe I would save 2,000  

or 3,000 lives over the next 30 years,” Valeti says. “But if I focus 

on this, I have the potential to save billions of human lives and 

trillions of animal lives.” His ambitions got a major boost in 

2014, when a friend from New Harvest, a nonprofit institute 

that supports work in cellular agriculture, offered to introduce 

him to Genovese, a stem cell biologist. Like Valeti, Genovese 

THE 
POST-MEAT 
ECOSYSTEM

Cattle ranchers’ 
and chicken 

farmers’ lives will 
radically change 

once meat comes 
from a lab. But get-
ting animal protein 
onto plates drives 

more than $1 trillion 
in U.S. business— 

so a world of  
clean meat would 

reinvent much 
more. 

MEATPACKING
Slaughterhouse work 

employs half a million 

in dangerous and low-

paying jobs, in settings 

where most food-borne 

illnesses start. The har-

vesting and packaging of 

cultivated meat will likely 

be heavily automated. 

FEED 
Feeding cells is easier 

than feeding animals. 

Clean meat producers 

expect the nutrient broth 

in which cells are grown 

to be their biggest cost. 

Existing animal feed pro-

ducers will retool; expect 

new entrants, too. 

RENDERING
Up to half of an animal’s 

weight is inedible. Bones, 

skin, and other leftovers 

are rendered into pet 

food, glue, and other 

products. In a post-farm 

world, a smaller industry 

will handle expired meat 

and restaurant grease. 

REFRIGERATED 
TRUCKING

Meats are a huge cat- 

gory for this sector. Clean 

meat still needs trans-

porting, but not as far, 

since it can be cultivated 

anywhere. And it’s largely 

bacteria-free, so there’s 

no need to keep it as cold. 

LEATHER
Most leather produced 

today is a slaughterhouse 

byproduct. As fewer 

cows are killed for meat, 

leather will become 

another arena for cellular 

agriculture. Startups 

like Modern Meadow are 

already heading there.

had become vegetarian. As a 

high school student, Genovese 

was a member of his local 4-H 

Poultry Club, competing to 

raise the largest chickens. 

“Everyone would get their 

baby chicks on the same day. 

A few months later, there’s a 

weigh-in, and they give out 

trophies,” he recalls. “As a 

teenager, it’s very exciting.”  

It was also sobering. Those 

chickens, he says, “looked up 

to you for their feed, and 

looked up to you to protect 

them. You lock them up at 

night so the foxes don’t get 

them. But at the end, you send 

them to their demise.” 

He earned degrees in cell 

biology and tissue engineering 

and eventually got a job in a 

lab run by Vladimir Mironov, 

who was investigating the use 

of bioprinting—3-D printing 

using living cells—to generate 

replacement organs. In 2010, 

Genovese accepted a three-

year fellowship from People 

for the Ethical Treatment of 

Animals, the controversy-

courting animal welfare non-

profit, to conduct research 

into cultured meat. The PETA 

connection also made him a 

target for protest from local 

hog farmers, who objected to 

his presence after he moved 

to the University of Missouri. 

After learning about Valeti’s 

work, Genovese quickly 

nabbed a position in his  

new lab at the University  

of Minnesota. 

By 2015, with Genovese  

on board, Valeti realized  

it was time to ditch academia. 

Another New Harvest contact 

suggested he reach out to 

IndieBio, the life-sciences-

oriented tech accelerator. He 

did, and within an hour he 

was on the phone with its 

director, Ryan Bethencourt.

Bethencourt, a vegan, was 

well versed in the challenges 

and promise of cultured meat. 
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He had previously tried to 

persuade Mark Post, a Dutch 

researcher who’d produced 

the first full hamburger patty 

out of lab-grown beef, to bring 

his work to IndieBio. (Post 

demurred but subsequently 

launched MosaMeat, backed 

by Google co-founder Sergey 

Brin.) “I said to Uma, this  

is an opportunity to become a 

leader in this space and trans-

form food as we know it,” 

Bethencourt recalls. IndieBio 

became the first outside  

investor in Valeti and Geno-

vese’s startup, initially dubbed 

Crevi Foods, after the Latin 

word for “origin.” (The found-

ers quickly realized that it  

was a bit too clever. “Nobody 

understood it,” Valeti says.) 

In September 2015, the two 

men moved to the Bay Area 

and started culturing cow 

muscle and connective tissue 

cells. (We think of meat as 

synonymous with muscle, but 

much of meat’s flavor and 

mouthfeel comes from the 

breakdown of collagen, a 

component of skin, ligaments, 

and fascia. It’s necessary to 

blend different types of cells 

to make lab meat that tastes 

like the real thing.) By Janu-

ary, they had enough to make 

their first tiny meatball. “I’ll 

never forget when we first 

tasted what we had harvest-

ed,” says Valeti. “It just imme-

diately brought back all the 

memories you get when you 

eat meat.” It had been 20 

years since Valeti had, but it 

nonetheless confirmed that, 

as far as they still had to go, 

they’d produced, on the most 

fundamental level, meat. 

That helped validate the 

idea of trying to grow meat in 

the first place. All the aims of 

Memphis Meats and its ilk— 

making food healthier, more 

humane, and more ecofriend-

ly—could arguably be better 

served by leading consumers 

to plant-based alternatives. 

Such options are getting more 

sophisticated: Another Silicon 

Valley startup, Impossible 

Foods, has raised almost $300 

million for a veggie burger 

that browns like ground beef 

and even “bleeds” when 

served rare, thanks to the 

presence of heme, a com-

ponent of the blood molecule 

hemoglobin, which is also 

found in plants. The Impos-

sible burger mimics the taste 

of a haute fast-food patty, 

though its consistency is not 

quite there—the outside 

caramelizes, but the interior  

is a tad puddingy. (Gates has 

put money into Impossible,  

as well as in its competitor, 

Beyond Meat.)

But the lab-grown-meat 

crowd believes plants will 

never be the whole answer. 

Meat is simply too complex 

and culturally ingrained. 

“Humans evolved over thou-

sands of years eating meat,” 

says Valeti. A high-tech  

veggie burger might be able  

to replace ground chuck, but 

that’s one narrow application. 

Lab meat, he says, “because 

it’s meat, can be cooked any 

way meat is cooked. People 

can buy it off the shelf, take it 

home, and cook it in the ways 

they’ve known for centuries.” 

Those arguments led 

Hampton Creek, one of the 

best-known and best-funded 

plant-based food startups, to 

expand into clean meat. For 

its first four years, Hampton 

Creek focused on using plant 

proteins to replace eggs in 

products like mayonnaise 

and cookie dough. But CEO 

Josh Tetrick came to appreci-

ate consumers’ attachment  

to what they know. “A big 

limiting step to plant-based 

meat is culture. My family 
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wouldn’t go to Walmart and buy something that says ‘plant-

based hamburger,’�” says Tetrick, who grew up in Alabama. 

Tetrick’s pivot toward clean meat happened amid a conflict 

with the company’s board of directors, which led to all five 

outside directors resigning. That followed a long series of com-

pany stumbles, including an attempted coup by top executives 

who tried to go behind Tetrick’s back to the board and were 

promptly shown the door; accusations of a large-scale buyback 

program to boost sales, which drew scrutiny from the Justice 

Department; and the loss of one of its biggest distributors— 

Target. Skeptics wonder if the company’s surprise June  

announcement that it will have one or more cultivated-poultry 

products in stores by the end of 2018 was a diversionary tactic. 

The timeline seems optimistic. Even if the kinks can be worked 

out that quickly, there’s no guarantee regulators will sign off in 

time. Still, Hampton Creek has raised more than $200 million in 

venture capital and has a team of 60 working on R&D, including 

top cell biologists from academia and industry. In September, to 

punctuate an announcement that it had secured patents around 

its clean-meat processes, Tetrick tweeted a video of what looks 

like a burger sizzling in a skillet; a spokesman declined to say 

whether the video shows the company’s first clean beef. A 

knowledgeable industry insider says Hampton Creek’s progress 

and dysfunctions are real. “I think the only thing that will  

prevent Hampton Creek from being first to market with this is 

the company exploding,” says the source. (Asked for a response 

to this statement, Hampton Creek declined to comment.)

 F
OR MEMPHIS MEATS, with its significant head 

start and singular focus, the path to success 

is straightforward. It needs to make its 

meats more appetizing and much cheaper. 

One morning this summer, Valeti assembled 

his full team to talk about how far they had 

come and how far they still had to go. A few 

weeks earlier, Memphis Meats had held  

its first-ever tasting for outsiders, inviting more than 25 people 

to sample fried chicken and duck à l’orange. The event was 

deemed a success. “They really nailed the texture and mouth-

feel,” one guest, sustainable food advocate Emily Byrd, said. But 

it was expensive. Growing that “poultry” cost about $9,000 per 

pound. At his company meeting, Valeti revealed that the most 

recent harvest, in May, had been considerably cheaper, with the 

meat costing $3,800 per pound. “I want it to keep going down 

by a thousand dollars a month,” said Valeti. “Our goal is to get to 

cost parity, and then beat commercial meat.” 

That remains a distant goal. But theoretically, cultivating 

meat should have high startup costs but low operational costs: 

Given the right conditions, living cells divide on their own. The 

major factor governing costs is the nutrient-rich medium in 

which those cells grow. All the companies that have success-

fully grown meat have relied on fetal bovine serum, which is 

extracted from cow fetuses, as a key medium component. But 

FBS is expensive, and significantly weakens claims cultivated-

meat companies can make about vegan or cruelty-free prod-

ucts. Hampton Creek says it has grown and harvested chicken 

without FBS, although it has been tightlipped about its meth-

ods. Memphis Meats  

acknowledges it used FBS to 

start its cell lines but says, 

“We have validated a produc-

tion method that does not 

require the use of any serum, 

and we are developing addi-

tional methods as we speak.”

Tetrick likens the expense 

of medium—it’s called “feed” 

at Memphis Meats—to the 

need electric-car makers have 

to develop better batteries.  

“If we figure out how to sur-

mount that limiting step,” he 

says, “suddenly all the eco-

nomics start looking better.” 

Electric cars are an apt 

metaphor, because whenever 

clean meat does hit supermar-

kets, it will almost certainly  

be pricier than conventional 

meat. Memphis Meats and its 

competitors will likely spend 

a few years courting consum-

ers who buy wild-caught 

Atlantic salmon and grassfed 

sirloin at Whole Foods. 

“They’re going to have to 

somehow position it as some-

thing worth paying more for,” 

says Patty Johnson, an analyst 

who covers the meat industry 

for Mintel Group. One possi-

bility, she says: Like Impos-

sible Foods, Memphis Meats 

could persuade influential 

chefs to feature its wares on 

their menus. Another would 

be genetically engineering 

nutritional profiles so the 

company could tout increased 

health benefits—adding, say, 

omega-3 fatty acids to beef to 

make it as healthy as salmon. 

Valeti is careful to avoid 

sounding as if he wanted to 

put Big Meat out of business. 

He argues that the big meat 

processors will be keen on 

clean technology, whether as 

licensees, customers, inves-

tors, or acquirers. (Agribusi-

ness giant Cargill joined 

Gates and Branson in Mem-

phis Meats’ Series A; Tyson 

Foods has a venture fund  

that invests in similar tech-

nologies.) Cows and pigs 

aren’t getting any cheaper to 

raise or slaughter, but if lab 

meat follows the course of 

other early-stage technolo-

gies, it can continue to get 

more inexpensive for years to 

come. “It’s not crazy to think 

you might one day be able to 

brew meat at $2 per pound, 

$1 per pound,” says Bethen-

court. “At that point, we  

can replace pretty much all 

industrial meat. In 20 years,  

I think people will look at 

growing and killing an animal 

as bizarre.” 

And while Missouri’s pig 

farmers may see their doom 

in a world of meat without 

animals, companies that buy 

meat from farmers view it 

very differently, explains 

Jurvetson. When an outbreak 

of avian flu or mad cow 

strikes, “if you’re in their 

industry, it’s a very scary 

world,” he says.

Valeti won’t mince words, 

either. “The status quo in 

animal agriculture is not OK. 

That status quo is going to kill 

a lot of people.” All the more 

reason to bring on the second 

domestication. 

JEFF BERCOVICI is Inc.’s  

San Francisco bureau chief.

“It’s not
crazy to 
think you 
might 

one day 
be able 
to brew 
meat at 
$1 per
pound.”

—RYAN BETHENCOURT, 
a Memphis Meats 

investor 
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Amy Webb is an author and futurist 
and the founder of the Future Today 
Institute, a leading forecasting  
and strategy firm that researches 
technology for a global client base. 
She is the author of The Signals 
Are Talking: Why Today’s Fringe Is 
Tomorrow’s Mainstream. 
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How to Keep Them  

Coming Back for More

Strange as it may sound, one 
key to success is not giving your 
customers what they want

thousands of times a day. Every new interaction 

with our phones, like every new hand in poker, 

promises a bit of the unknown: who liked your 

Facebook post, what song is up next on Spotify, if 

the new vendor meeting got scheduled, whether 

your favorite client renewed its contract, and 

if traffic is jammed on the commute home. If our 

phones had limited functionality, or if all the apps 

we downloaded offered one standard feature set 

and basic transactional functions, we’d get bored 

and stop using them. (If you don’t believe me, well, 

how many BlackBerrys do you still see around?)

So your company’s future doesn’t necessarily 

involve apps. But if you want to keep your  

customers’ attention, you have to create variable 

rewards and learn how to play hard to get. 

The most successful companies do this by  

tapping into our essential human needs. Twitter, 

Snapchat, Facebook, and Instagram play off our 

desire to be praised and admired and stoke the 

release of dopamine that follows—while purposely 

withholding what we crave. Those platforms’  

messages, likes, retweets, and comments appear 

haphazardly. That’s why we compulsively click 

refresh, to see if there’s been a response—sometimes 

every few seconds. It seems counterintuitive, but 

not giving customers what they crave is how the 

most successful Silicon Valley companies became 

multibillion-dollar juggernauts.

Variable rewards work in the negative, too.  

For all the outcry about Uber’s business practices, 

fare increases, and well-documented sexual harassment cases, the company is still growing 

and tens of millions of people use Uber every month. In spite of seemingly random surge 

pricing—that’s when the company substantially jacks up the rates per mile—we continue to 

engage the app. Uncertainty about how much we might be charged, and then learning that 

the rate is low, could trigger that same dopamine response, as though we’ve won something.

In the analog world, customer loyalty programs are experimenting with variable rewards. 

Athletic clubs are giving active members a free month, but the perk isn’t doled out on any 

predictable schedule. Starbucks occasionally gives Gold status to customers when they make 

just one purchase—a cushy reward that typically requires them to spend $150. Amtrak offers 

deep discounts, travel points, and free travel—but the primary way I, an Amtrak rewards 

member, know they are available is by going to its rewards website throughout the week. 

It isn’t an app that addicts but how information is presented. That’s why, if you go all in on 

variable rewards, you’ll find a customer base that just can’t stay away.

O
NE CURRENT DEBATE in technology circles 

concerns whether mobile apps are still  

a must-have or on their way out. The 

correct answer, of course, is that’s the 

wrong question to ask. To understand 

why, let’s talk about Texas hold ’em.

What makes playing that game so 

seductive and addictive, in part, is that  

it triggers a response to what behavioral 

economists call variable rewards.  

Regardless of how well you’re able to read people’s emotions or how 

good you are at math, there are too many possible hands at any  

moment to be certain of any one hand’s outcome. If you get two pairs 

on the flop—the opening hand, for the uninitiated—you still have only 

about a 17 percent chance of getting a full house by the time the final 

card is shown. And if you’re playing with people who don’t know how 

to bet, you could win big with a terrible set of cards.

Variable rewards are also why we can’t seem to stop using our 

phones. The average smartphone user now touches her phone 

L E A D I N G  E D G E

Amy Webb
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 “This could be one 
of the biggest 

innovations since 
the first birth 

control pill.”
—SAUNDRA PELLETIER, CEO of 

Evofem, the San Diego�based 
drug company behind Amphora,  

a new contraceptive gel  

OUT OF THEIR HANDS 
After years in limbo,  
the startup behind  

the new contraceptive 
gel Amphora won’t find 
out until 2019 whether 
the product will make it 

to market.   
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T
HREE YEARS AGO, Emily Lonigro 
Boylan feared her business was  
circling the drain. She’d started  
her user-experience design firm,  
LimeRed Studio, with the intention 
of working with socially minded  

startups and nonprofits. “I wasn’t selling aircraft  
to Iran in my last job, but selling stuff to just sell 
stuff felt like garbage,” she says. “I wanted some-
thing more mission-based.” 

But trying to do right by her employees, give back 
to the community, and attract socially conscious cli-
ents—while managing to keep the lights on—proved 
difficult. Then in 2014, one of her largest clients scaled 
back its budget. “We were hemorrhaging money,”  
she says. “I was banging my head against a wall.” 

A colleague suggested she seek out B Corpora-
tion status. Since 2007, the Wayne, Pennsylvania–
based nonprofit B Lab has been certifying for-profit  
companies that want to hold themselves account-
able to sustainable business practices. Unlike  
benefit corporations (a type of incorporation legally 
recognized by 33 states), B Corps get audited and 
rated by B Lab, with reevaluations every two years. 
“You’re legally baking into your business your  
responsibility to all stakeholders, not just share-
holders,” says Abi Barnes, author of the report “An 
Entrepreneur’s Guide to Certified B Corporations 
and Benefit Corporations.”

Boylan decided to take the plunge. “I got hard-
core about the B Corp guidelines,” she says, and by 
the end of 2015, her business had moved back into 
the black. Entrepreneurs like Boylan—whose com-
pany has now joined with 2,000 others, including 
Warby Parker and Etsy—are finding that the rigor 
required to become a B Corp is worth the sweat.
—KATE ROCKWOOD 

= 
Build a Do-Good Machine
Initially, Boylan worried that the  
B Corp paperwork slog wouldn’t 
yield a real payoff for her flounder-
ing startup. But as she worked  
her way through the self-assess-
ment and began tweaking how she 
ran the business—putting together 
an incentive structure for employ-
ees, letting go of clients that didn’t 
align with LimeRed’s values— 
revenue rose. 

= 
Work the New Network
When Heath Shackleford was 
debating whether to expand the 
head count at his Los Angeles–
based marketing agency, Good 
Must Grow, one of his first stops 
was a closed networking group for 
B Corp business owners. “There 
were several other entrepreneurs 
in exactly my same situation, and 
we were able to compare notes 
and help each other sort through 
a very complicated issue,” he says. 
Danielle Dietz-LiVolsi, founder of 
million-dollar nut-butter line 
NuttZo, says now when she talks 
to vendors and distributors, their 
eyes light up. “B Corp means 
something to the buyers at Whole 
Foods, because they know the 
process inside and out,” she says. 

= 
Flaunt It for Funding
For years, B Corp certification was 
rumored to hurt a startup’s ability 
to attract investors, but recent 

deals have debunked this theory: 
San Francisco–based education 
company Altschool has raised 
$170 million from venture capital-
ists, and Data.world, an Austin-
based tech startup, recently 
closed $19 million in Series B fund-
ing. “With B Corp certification, 
investors can see that I’m not just 
some hippie with a bleeding heart; 
I’m driven by business solutions,” 
says Ian Rosenberger, founder of 
Pittsburgh-based Thread Interna-
tional, a recycled fabric company 
that has raised more than $4  
million in VC funding. “Over time, 
these brands outperform their 
peers—and investors see that as 
an opportunity.” 

= 
Hook Talent  
According to a 2016 survey by  
Cone Communications, two-thirds 
of Millennials won’t take a job if 
the potential employer doesn’t 
have strong corporate social re-
sponsibility. “B Corp certification 
shows we live the values they 
espouse—and that attracts very 
strong candidates across engi-
neering, customer service, or ac-
count management,” says Randy 
Paynter, founder of social net-
working site Care2. At LimeRed 
Studio, Boylan considers recruit-
ment the number one benefit of 
being certified. “Talent acquisition 
and retention is extremely expen-
sive, and tech talent can be hard to 
find,” she says. “But now that  
I’m certified, the top candidates 
seek me out.” 

Is the complicated B Corp process to become  
a better corporate citizen worth it? 

TIP SHEET SUSTAINABILITY

Competing 
With a Triple 
Bottom Line
B Corp–certified  
companies are proving  
to be as competitive  
as their rivals  

 2,200
The number of certified 
companies globally, 
spanning 50 countries.
SOURCE: B LAB

Consumer products 
giant Unilever has 
acquired three B 
Corps, including  
Ben & Jerry’s, Seventh 
Generation, and  
organic tea company 
Pukka Herbs.

� �

Making It Your Mission
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ANATOMY OF AN ASSESSMENT

TOYING WITH THE IDEA  
OF BECOMING A B CORP? 
WHAT YOU CAN EXPECT

—
CALCULATE YOUR BASELINE
To get certified, your business has to earn  
at least 80 points out of a possible 200, 
spread across five stakeholder areas: work-
ers, governance, community, environment, 
and customers. The B Impact self-assess-
ment takes several hours—unless the ques-
tions make you want to implement 
immediate changes. “It took me three 
months to hit Submit, because I kept stop-
ping—‘Oh, I should create an employee incen-
tive program and a formal handbook,’ and 
‘Oh, I should look at my vendors to see which 
are giving back to their communities,’ ” says 
LimeRed Studio’s Emily Lonigro Boylan.

PREPARE FOR TOUGH QUESTIONS
If you meet initial eligibility requirements,  
B Lab conducts an assessment call and asks  
you to upload supporting documentation. 
During the review, you’ll also have a chance to 
go over any confusing or difficult questions. 
“They’re asking hard questions and asking for 
proof. But if you get certified, it actually means 
something,” says Heath Shackleford, founder 
of the marketing agency Good Must Grow.  

GET TRANSPARENT
After the review, you may be asked to submit  
even more documentation—particularly 
around how your business model creates social 
impact. B Lab may scour the web for any skel-
etons in the closet—looking at public records, 
news sources, and social media. You may also 
be asked to confidentially disclose any sensi-
tive info, like fines from the past. Each year, 10 
percent of companies are selected randomly 
for an (even more) in-depth review. 

CHANGE THE CHARTER
Certification—which can cost from $500 to 
$50,000 a year, according to author Abi 
Barnes—requires your company’s governing 
documents to reflect your new purpose. 

SET A TIMER
Congrats on being B Corp certified! Now mark 
your calendar for two years out, because 
you’ll have to go through the process biennially  
to stay certified.

G
E

T
T
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6
The number of  
B Corps that are now 
publicly traded firms, 
including Laureate 
Education and Etsy.  
SOURCE: B LAB

Billionaire Jeff Skoll’s  
B Corp-certified Capricorn  
Investment Group invested  
$150 million in impact-oriented 
startups this year.  
SOURCE: CRUNCHBASE

63%
The greater likelihood a B Corp–
certified company had survived 
the Great Recession as com-
pared with other businesses
SOURCE: B LAB

�



D I S RU P T E R

The Nomadic Talent Show
How two techie matchmakers built a high-end freelancer  

network—without ever opening a single office

HALF DOZEN SOFTWARE developers are playing a pickup polo game  
in Argentina. Halfway around the globe, engineers are enjoying  
a beer tasting in Croatia. In Colorado, more are hanging at a ski  
resort to talk fintech. If these don’t sound like scenes from a typical 
freelancer network, that’s because Toptal is hardly typical. The 
seven-year-old company, co-founded by Taso Du Val and his fellow 
developer Breanden Beneschott, has managed to create a global 
marketplace of hired guns with a strong company culture. 
“There’s a network effect,” says Du Val. Here, he explains how 
he turned his office-less company into a $100 million business 
that connects high-level developers, designers, and finance 
pros with some 2,000 companies, including Airbnb, Pfizer, and 
the Cleveland Cavaliers. —KATE ROCKWOOD 

�
MENTAL GYMNASTICS 

To find the best developers in the world, like these freelancers in Berlin, Toptal puts applicants 
through a rigorous vetting process that includes timed technical challenges and a soft skills test. 

A
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Identify the Pain 

I know how time-consuming it can be  

to find a great freelancer, because I’ve 

lived it. In 2010, I was two years into 

working on my startup—a real-time chat 

engine company—and needed help. The 

online marketplaces had a ton of options, 

like Elance and oDesk, but you had to 

hunt through profiles and take a gamble. 

Eventually, I found someone abroad—he 

was hyperproactive and communicative, 

with incredible skills. My startup didn’t 

go anywhere, but I realized if I could 

solve the freelance problem, that busi-

ness could be a massive success. 

Find Your Counterbalance

I didn’t want to be some added layer 

between marketplaces and companies.  

I wanted to build an exclusive network, 

so if Google said, “Give us an English-

speaking, music-loving, C++ and Java-

Script expert tomorrow,” I could make it 

happen and know without question that 

the person was going to show up and be 

an adult. Shortly after launching Toptal, 

my old neighbor and then-client, Brean-

den, asked for freelance help. I wasn’t 

looking for a co-founder, but I quickly 

saw we’d be a good match. He’s really 

into nitty-gritty operational details. I’m 

a bit more outgoing than he is, and a bit 

more comfortable with product and 

strategy. I’d rather crawl under the bed 

and die than do customer service, 

whereas he’ll do it for 20 hours straight 

and not complain. So we struck a deal, 

and he moved from client to co-founder. 

He was still at Prince ton at the time, so  

I flew from Palo Alto, California, and 

camped out in his tiny dorm room for a 

few weeks, working out a plan.

Create Quality Control 

Right away, it was clear that an elite 

network of on-demand talent could be 

a huge business, but only if we applied 

rigor and technology to it. These aren’t 

$2,000 freelance jobs. Most of them 

are tens of thousands of dollars. We 

wanted  only the top 3 percent of free-

lancers to make it through. So to take 

subjectivity out of the equation, we 

developed a four-part process: First, a 

phone call to screen for language—

English is a must—and soft skills, like 

the ability to speak with clients and 

collaborate. The next step is a timed 

skills challenge, and those two steps 

alone knock out 90 percent of people. 

The third step is sharing your screen 

with an evaluator while you work 

through exercises, so we can gauge 

your speed and creativity. Finally, we 

set up a simulated project, which can 

take 30 hours or more. It’s a time 

commitment to apply, but every month 

thousands of people do because they 

want to work with these companies.

Build Your Brand Reputation

Acquiring those early clients was bru-

tal. Everyone claims to have amazing 

talent, but until you build some brand 

recognition, it’s hard to prove you 

really are doing something different. It 

took a lot of hustling to cut through the 

noise. Our network would land some 

small project, blow everyone away, and 

then we’d get a bigger project. It helped 

that we didn’t have the usual herd 

mentality and move to Silicon Valley. 

Breanden and I had been living on 

opposite coasts for months while he 

finished school, and were working with 

freelancers from Russia, Hungary, 

South America. We knew we could run 

the company from anywhere. I’d never 

really been outside the U.S., but in 2011 

we booked tickets to Budapest and 

lived like kings off $1,000 a month. It 

was life-changing, and it let us conserve 

money for the first year while we built 

our brand.

Perfect a Vertical, Then Scale

Breanden and I are engineers, so it 

made sense to start in the tech space, 

but we knew from the beginning 

that we’d eventually expand into differ-

ent verticals. In 2016, we launched  

the design vertical—roles like user 

experience and interaction designers—

and earlier this year we launched into 

finance with experts in financial  

reporting, capital raising, and data 

modeling. The challenge is fine-tuning 

the process so you’re not getting the 

top 10 percent but truly the top 1 or 2 

or 3 percent of the people in that field. 

If we can unlock that in a new vertical, 

we can build the next on-demand 

network of freelancers—and we still 

won’t have a single square foot of 

official office space. 

•
•
•
•

�  

Chief Wanderlusters 

Since co-founder and 
CEO Taso Du Val (top) 
and co-founder and 
COO Breanden 
Beneschott moved to 
Budapest in Toptal’s 
first year, Beneschott 
has lived in nearly  
35 countries. 

$100 
MILLION
2016 revenue 

400%
Annual growth 

since 2015

8 
WEEKS 
Time it took Toptal 

Finance to hit  

$1 million in 

projected revenue 

2 
Verticals launched 

since 2016: design 

and finance 

TOPTAL 
TAKES OFF
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THE NEW 
CONDOM? 
Amphora is a 
hormone-and-
surfactant-free 
contraceptive gel a 
woman can insert 
up to an hour before 
sex. It may also 
combat some STDs.
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By KIMBERLY WEISUL  Photograph by MOLLY CRANNA

CAN SHE 

MAKE IT 

GEL?

Saundra Pelletier’s company, Evofem, is developing a contraceptive gel that could 
be the biggest breakthrough in birth control since the pill. 

All she has to do is survive its getting approved by the FDA

INNOVATE



HEN YOUR JOB involves trying to bring to market what could be 

the biggest breakthrough in birth control since the pill, you 

keep your mornings predictable. Every weekday, Saundra 

Pelletier gets up at 4:30 a.m., trying not to wake her 10-year-

old son while she slips into her workout gear, which includes 

a sweatshirt with the word bullshit printed on the left shoul-

der. By 5, the 48-year-old single mom—who lives about a half 

hour from the San Diego offices of her company, Evofem 

Bio sciences—is on the phone, often with her investors in 

London. At 5:30, still on the phone, Pelletier exits her garage 

with a quick nod to the nanny, who is on her way 

in. Half an hour later, she’s at either CrossFit or 

Fitwall, where she can work all the major mus-

cle groups in 40 minutes. As the cool-down 

session begins, Pelletier bolts, already en route 

to her next stop and a triple soy latte from Star-

bucks. Since there are no locker rooms at either 

gym, she swings back home—the phone auto-

matically clicking over to a waterproof speaker 

in her bathroom—to clean up. Back in her car, 

she dictates emails to her assistant, until arriv-

ing at the office by 8:30. “We get quite a lot done, 

actually,” she says.

But there’s always room for improvement. When Thomas 

Lynch, the chairman of Evofem’s board and the head of  

Ireland’s largest hospital group, asked what he could do to 

thank Pelletier for her work as CEO—aside from stock—she 

responded by asking that a shower be installed at the office. 

“So what you’re telling me,” he said, “is you want something 

that lets you work more?” She did. (Lynch obliged.) 

In Pelletier’s list of priorities, her morning routine comes 

third, after only her son and her companies. That leaves  

her mom and her fiancé (the founder of apparel company 

Athleta) duking it out for fourth place. 

Perhaps the reason Pelletier is so wedded to early-morning 

certainty is not because of any deficiencies in her relationships 

with her loved ones, but because her company is dealing with 

a level of uncertainty that most startups, and their founders, 

will never contend with. “We’ve had a significant amount of 

failure,” Pelletier concedes. That uncertainty may explain why, 

when everyone in her son’s class at school had to say what 

their parents would like as a holiday gift, her son replied: “My 

momma would like a dirty martini.”

For Pelletier to achieve Evofem’s goal of becoming a global 

leader in women’s health, for its investors to see a return, and to 

potentially affect women from San Diego to Malawi, she needs 

to successfully commercialize what is now the company’s only 

product: Amphora, a new form of contraceptive gel that has yet 

to be approved by the U.S. Food and Drug Administration. 

Innovations in contraception, at least in the U.S., have in 

recent years been few and far between. Yet, according to the 

Guttmacher Institute, 45 percent of all U.S. pregnancies are 

unplanned. Since the introduction of the pill, many birth control 

advances have been new delivery methods for the same hor-

mones that have been used for decades. But about 5.3 million 

women can’t safely take those hormones, often because of previ-

ous sicknesses. Millions more simply don’t want to be on hor-

mones if they’re only occasionally having sex. When a patient 

asks her doctor for a hormone holiday, says Kelly Culwell, a 

practicing gynecologist and Evofem’s chief medical officer,  

“we just hand them a bunch of condoms and cross our fingers.” 

A new form of birth control that doesn’t require a doctor  

to administer, is used only when a woman needs it, and is 

hormone-free would be a breakthrough. In a clinical trial,  

Amphora worked about as well as other contraceptive gels.  

It may also provide protection against syphilis and gonorrhea. 

Unlike other gels, Amphora doesn’t contain surfactants, which 

can cause irritation and make it more likely that a woman will 

become infected with HIV. And without hormones, Amphora 

doesn’t produce side effects such as weight gain, depression, 

or nausea. “This could be one of the biggest innovations since 

the first birth control pill in 1960,” says Pelletier.

That would be enough to put Evofem on the path to  

becoming a billion-dollar company. The current U.S. market 

for contraceptives is estimated to be about $6.6 billion. 

About 4.5 million women who are sexually active don’t use  

a contraceptive. Then there’s the market for preventing 

sexually transmitted diseases. “When I was doing my  

training, we wouldn’t put IUDs in anybody,” says Andrea  

Thurman, the director of Conrad Clinical Research Center  

at Eastern Virginia Medical School. “Now we put them  

in everybody. It’s very possible that 20 years from now,  

W
In the world of new  

drugs, startup mantras  
like “Move fast and  

break things” sound silly.  
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DOUBLE LIFE 
Saundra Pelletier is 
running a drug startup 
and a nonprofit to 
fulfill her mission  
of bringing better 
contraception  
to women around  
the world.

INNOVATEPhotograph by JOYCE KIM
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everybody will be using Amphora.” 

Amphora also puts decision-making power squarely in the 

hands of women. The gel can be discreetly inserted, via an 

applicator that looks like a small tampon, up to an hour before 

sex. A woman’s partner can be as involved—or not—as she 

wishes. “This is for an empowered woman,” says Pelletier, 

emphasizing she doesn’t just mean in the U.S. Her plan, if she 

wins FDA approval, is to distribute Amphora in the develop-

ing world on a philanthropic basis.

The drug development regime in the U.S. puts entrepre-

neurs such as Pelletier in limbo for a terribly long time. The 

cost of bringing a new drug to market has been estimated at 

anywhere from $648 million to $2.6 billion, and the timeline 

can easily stretch to 10 years. Development of Amphora began 

in the mid-1990s, and the results of its first clinical trial were 

published in 1999. Pelletier is in what should be the very last 

stages of this particular form of suffering, and hopes Evofem 

can bring Amphora to market in 2019. But there is no guaran-

tee it will make the cut.

If and when the FDA does approve Amphora, there is 

always a chance that women won’t flock to it. If that happens, 

significant modifications to Amphora are pretty much out of 

the question. In the world of new drugs, startup mantras such 

as “Iterate” and “Move fast and break things” sound silly. A 

drug needs to be approved by the FDA, and after that happens, 

there’s not much room for change. Some drugs get just one 

shot. Amphora is already on its second. 

W 
HEN PELLETIER was in first grade, her mother 

started sending her to school in the kid  

version of a suit: blue trousers and a blue 

button-up collared shirt with contrasting 

trim, with her lunch in a small briefcase. 

Pelletier begged for a lunch pail, like what the other kids had, 

but her mother told her, “Saundra, school is not about eating.”

Her mother’s singular mission was to get her daughter 

out of Caribou, Maine, population 7,736. Pelletier was plenty 

motivated to leave. Her grandparents had outdoor plumbing, 

and her family was sometimes on food stamps. 

Pelletier went to Husson University in Bangor, and then 

got a job in sales in the women’s health division at G.D. Searle, 

selling its birth control pills. On Sundays, she would map out 

the coming week—studying doctors’ schedules, composing 

messages, and choosing treats for the doctors’ staffs. “I had 

this level of discipline that was like, here’s the goal, here’s 

how we’re going to accomplish it,” she recalls. She was 

awarded a top salesperson distinction, and rose quickly 

through the ranks. When a colleague told her she would have 

to stay in her post for three years before she could be pro-

moted, she corrected him: “Maybe you have to stay in your 

job for three years,” she said. “I don’t.” She got promoted after 

two years. By the time she was 34, she was a vice president.

But then came the mini midlife crisis. Earlier in her  

career, she had gone on a safari in Africa with a girlfriend. 

When the guide asked if there was anything else Pelletier 

wanted to see, she mentioned health clinics. “I kept remem-

bering all these poor women,” she says. “If they’re given an 

opportunity to have access to contraception, they don’t have 

to be poor. It was a very big reality check.” She didn’t think 

that her colleagues in women’s health necessarily had inter-

nalized what women around the world were dealing with. 

“Even in big pharma, it didn’t seem that we understood the 

gravitas of it—when women can make the right decisions for 

themselves and their families and how it impacted everyone 

they touched,” says Pelletier. “We wanted to sell product.”

Pelletier quit her job and became an executive coach.  

“I had this fantasy that all my clients would be women,” she 

says. “Of course, all my clients were men. Women just don’t 

••••

HOW TO SURVIVE THE FDA
Entrepreneurs in drug development succeed or fail at the hands of the FDA.  
The long road to approval requires uncommon levels of patience, fortitude—and cash. 

PRECLINICAL RESEARCH

Once a promising substance 

has been identified, it needs 

to be tested either in animals 

or in human cells. After  

that testing is complete, the  

developer asks the FDA  

for permission to begin  

testing the drug in humans.  

This is the end of the line for 

many drug candidates.

PHASE 1 

CLINICAL TRIAL 

The substance is  

then tested on 20 to 

100 healthy people  

to determine if it’s  

likely to be safe. 

PHASE 2 

CLINICAL TRIAL 

The substance is tested for 

safety and efficacy, often 

with double-blind studies, so 

neither the doctors nor the 

patients know who is getting 

the drug or the placebo. 

These can involve several 

hundred to several thousand 

patients, and can take any-

where from a few months to 

a few years.

PHASE 3  

CLINICAL TRIAL 

This phase continues  

testing for safety and  

efficacy, and can take  

several years and involve 

thousands of patients. 

Once complete, the  

company or research  

institution behind  

the drug can finally apply 

for FDA approval.

1 2 3 4
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invest in themselves in that way.” She 

got married. She wrote a book about 

women’s empowerment. She was pre-

paring to spend two years sailing with 

her husband—and then discovered she 

was pregnant.

Pelletier was shocked. Doctors had 

always told her she couldn’t get preg-

nant; now she was 37 and, clearly, they 

had been wrong. To Pelletier, the preg-

nancy felt fated. But this was not what 

her husband had signed up for. “When 

someone isn’t up for that, it’s kind of a buzzkill,” she says. 

She told her husband she was having the baby. He could stay 

or leave, whatever. 

Within three years, Pelletier had a toddler, a divorce, and 

her dream job. In 2009, she was recruited for a role that 

directly addressed what had been tugging at her all these 

years: founding CEO of WomanCare Global, a nonprofit that 

enables sustainable access to contraceptives in the develop-

ing world. She couldn’t imagine doing anything else—until 

she got a call in 2013 from an executive of a small health care 

company called Evomed who was looking for some help 

marketing and commercializing a new contraceptive gel 

called Amphora. “My first reaction was, ‘I’m flattered. Now 

please lose my number,’�” says Pelletier. 

But once she started researching Amphora, she couldn’t 

stop thinking about it. Evomed was working on products  

in dermatology, pain relief, and menstruation, and had  

licensed Amphora from Rush University in Chicago.  

Amphora was in a Phase 3 clinical trial—generally the last 

hurdle before a drug is submitted for FDA approval (see 

“How to Survive the FDA,” facing page).

Pelletier agreed to a three-year consulting arrangement in 

which she’d write a business plan for the company, raise money, 

recruit talent, and prepare Evomed for an IPO. In return, 

Evomed would allow her to keep her position at WomanCare 

Global. But more important, Pelletier managed to negotiate 

terms that could help her scale and accelerate her mission: 

Once Amphora was through the FDA gauntlet, Evomed would 

sell it in North America and Europe, but it would also give it to 

WomanCare Global to distribute in the developing world on a 

philanthropic basis. 

Eighteen months in, it became clear to Pelletier that  

Amphora might never become a blockbuster drug as long as it 

had to compete for attention within a small conglomerate that 

had a smattering of unrelated products. She didn’t think 

Evomed’s employees had the necessary experience in wom-

en’s health, or the ability to work at the pace she demanded. 

“It was everything and the kitchen sink,” she says of the opera-

tion. “No one was focusing on Amphora as the golden child.” 

She approached the board with an unexpected proposal: 

spin Amphora out into its own company and formalize the 

relationship between the new startup and WomanCare Global 

as a public-private partnership—with Pelletier running it all. 

Not everyone liked the idea. Pelletier says one of Evomed’s 

bankers and its lawyers objected to her proposed dual role. 

The way Pelletier saw it, “if I were a man and I said to you that 

I’d built this amazing nonprofit, and then started working to 

advance another product that could really help the human 

condition, you’d say, ‘Oh, my god, what a great human being,’�” 

she says. “But because I’m a woman, you suggest I can’t  

manage it all.” 

Meanwhile, some of her staff at WomanCare Global 

weren’t crazy about the proposal either. Pelletier was  

equally blunt with them. She pointed out that it was becoming 

increasingly difficult for nonprofits to find donors. There 

weren’t many private-sector companies willing to partner 

with nonprofits, which they often derided as being filled with 

bleeding hearts who can’t make good business decisions. “If 

we can get access to this product that we all believe is game 

changing and we don’t do it, then shame on us,” she said. 

When skeptics accused Pelletier of going back to the dark side, 

she reminded them: “More money, more mission. Period.” 

Pelletier became the founder of Evofem Bio sciences, 

focusing exclusively on Amphora. She persuaded Evomed’s 

original investors to stay on board, took zero employees with 

her, found new office space, and hired her own team, which 

included commercialization pros from major drug compa-

Six people were dead, and 
among them were the only 

people who could help her  
understand the trial on which 

Amphora’s fate hinged. 

THE RESULT

9.6
Percentage of drugs that enter 

clinical trials and are eventually 

approved by the Food and Drug 

Administration. SOURCE: AMPLION

$648MILLION-
$ 2.6BILLION
The estimated cost of bringing a new drug to market. 

SOURCES: JAMA INTERN MED, TUFTS CENTER FOR THE STUDY OF DRUG DEVELOPMENT

10
The estimated years it takes  
for a drug to get from research 
to market. SOURCE: PHRMA
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nies. “The way I do things is different,” says Pelletier. 

“I need a very disciplined environment.”

I
N DECEMBER 2014, Pelletier’s team was hunkered 

down in a hotel breakout room in Washington, 

D.C., preparing to meet with the FDA. It was 

supposed to be a routine meeting, the kind any 

company has with the governmental agency  

before filing for approval. But Pelletier also had some-

thing on her mind that she was hoping to get clarity  

on. She had discovered that a portion of the patients  

in Amphora’s Phase 3 trial were outside the U.S.—in 

Russia of all places—a move generally frowned upon 

by the FDA. 

More troubling was the fact that no one at Evomed 

was able to explain why the Russian sites were being 

used. Drug companies typically outsource their clinical 

trials to contract research organizations; in this case, it 

seemed that once Evomed hired its CRO, it didn’t pay 

much attention to the details. “We thought [the head of 

the CRO] was just a rock star in his field,” says Tom 

Darden, one of the founders of Evomed. “The trial was 

contracted out with a great deal of confidence in him, 

and he was managing that process.” 

Pelletier was planning to teleconference into the 

meeting with the CRO and the FDA. But as her team 

was preparing, someone from the CRO arrived with 

news no one could have anticipated. The CEO of the 

CRO had decided to fly, piloting his private plane, along 

with two of his colleagues. It turned out that he’d  

neglected to de-ice the plane, which led to his crashing 

into a house and killing everyone on board, and a  

mother and two children in the home. “It was the most  

bizarre, shocking thing,” says Pelletier. “Everyone at the 

FDA knew the people at the CRO. They were all crying.”

Pelletier was stunned. Six were dead, and among 

them were the only people who could help her under-

stand the trial on which Amphora’s fate seemed to 

hinge. “That’s when we started to be like, ‘Oh, my god, 

this is very stressful and serious,’�” she says.

Standing still was not an option. Evofem presented at 

a conference for investors, and it went well enough that 

by the spring of 2016, Pelletier had the company on a 

roadshow to raise $200 million in an IPO. She had writ-

ten commitments for about half that amount, and was 

confident she could raise the rest. But during that time, 

shares in Valeant were crashing over an investigation by 

the U.S. Securities and Exchange Commission. Prospec-

tive investors started getting spooked. Pelletier decided 

to pull the plug on the IPO, at least for now. Better to try 

again after FDA approval.

Then, in April 2016, Pelletier finally heard from 

the FDA. The verdict: It would not accept the Russian 

data, and therefore it couldn’t approve the drug appli-

cation in its current form. “I was in shock,” says  

Pelletier. “I couldn’t even process it. I thought, this 

cannot be happening.” 

CAYA DIAPHRAGM 

PATH, a global health nonprofit, modernized the dia-
phragm, which, once popular in the 1940s, had long 
fallen out of favor among women. The Seattle-based 
organization’s diaphragm is latex-free, easier to in-
sert and remove, and designed to fit about 80 per-
cent of women. It’s been on the market since 2015, 
the year after getting FDA approval. 

SAYANA PRESS 

Injectable contraceptives are the most popular  
form of birth control in some African countries, but 
using them requires regular access to doctors, a  
challenge in some regions. This one-piece injectable 
sold by Merck—which was made available in the U.K. 
and some E.U. and African countries in 2015—is  
already preloaded, enabling women to administer  
it themselves. 

ECHO-V GEL

With a male birth control pill still a distant dream,  
Contraline’s gel might one day become the closest 
thing to it. The Charlottesville, Virginia-based startup 
is working on a nonsurgical, reversible alternative to 
the vasectomy, of which there are some 500,000 
performed every year. Guided by ultrasound, a doctor 
can inject its gel into the vas deferens, where it  
solidifies enough to keep sperm from getting out 
during ejaculation. The early-stage company, which 
has raised $2.5 million from investors including 
Founders Fund, is currently doing animal studies—
hoping to have a product on the market by 2021. 

THE QUEST FOR BETTER 
BIRTH CONTROL
Amphora isn’t the only game in town when it  
comes to advancements in contraception

�
DOMINANT POSITION 

Pelletier hopes Amphora—
which is delivered via this 

tampon-style applicator—will  
own a sizable part  
of the $6.6 billion 

contraceptive market.   
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P
ELLETIER has adjusted to life in perpetual uncer-

tainty. Evofem’s headquarters, on the sixth floor 

of an office building looking out at the San Diego 

hills, is filled with indicators that she has no plans 

to get derailed. In Pelletier’s office hangs a quote 

from writer Rebecca West, which reads in part: “I only know 

that people call me a feminist whenever I express sentiments 

that differentiate me from a doormat.” It’s one of 15 feminist 

quotes displayed throughout the company’s office, although 

building management made Pelletier remove most of the ones 

she’d put in the ladies’ room on the grounds that they were too 

provocative for what is technically shared space. 

On an August afternoon, executives from both Evofem and 

WomanCare Global gather inside Pelletier’s office for their 

monthly meeting. The conversation ricochets from startup 

issues like vendor payments and package design to ones that 

would sound more at home at an NGO, like the timing of grants 

from the U.S. Agency for International Development. While the 

two teams are wildly different operations, their goals are inter-

twined: If Amphora wins, Woman-

Care Global could greatly increase 

its impact, by, say, distributing the 

product across Africa to sex work-

ers who need contraception that’s 

acceptable to their clients and safe 

to use multiple times a day. 

Throughout the meeting,  

Pelletier pelts her staff with the 

same question: “What else?  

What’s left unsaid?”

They all know what’s left  

unsaid: the possibility of failure, 

that no matter how much Pelletier 

and her team try to bulletproof the 

new Phase 3 study, Amphora still 

might not get approved. 

A little more than a year ago, on 

the day that Pelletier found out the 

FDA was rejecting Amphora’s application, all she could think 

about was what she would tell her investors. She gathered her 

staff in Evofem’s boardroom, with its framed pictures of Amelia 

Earhart and Malala Yousafzai, and told them they had 48 hours 

to figure this out. 

Her team committed to having a new Phase 3 trial design 

within three months. Pelletier and her CFO agreed to take pay 

cuts. She would have to lay off six people. Then there were the 

commercialization experts she’d hired, who now had no prod-

uct to commercialize. If Amphora could get back on track with 

the FDA, these employees had the very skills Evofem would 

need in 12 to 18 months. Pelletier told them she could find jobs 

for them at Evofem in the interim. “If I do this,” she told them, 

“and you don’t really want to be here, I will hunt you down and 

torture you for the rest of your life.” They all stayed. 

Pelletier’s investors didn’t love the fact that they were 

looking at another trial. But they liked that it took Pelletier 

“about two minutes” to get back on her feet, says one, and 

agreed to back her plan. The new goal: FDA approval in 2019.

Now, Pelletier is obsessed with controlling the outcome of 

the new Phase 3 trial: “I say, every single day, let’s control every 

single thing we know we can control.”

She says micromanaging doesn’t come naturally to her. Her 

philosophy is to hire good people and let them do their jobs— 

except, of course, when she doesn’t think they’re doing their job 

well, professionally or personally. During a performance review 

of one senior employee, she told her she’d get fired if she didn’t 

start dating online. “She was complaining about [not being in a 

relationship] so much and not doing anything about it. I just 

couldn’t take it any more,” says Pelletier. Once the employee  

put up an online profile, Pelletier got a marketing consultant  

to rewrite it. The whole episode was creepy—except that it 

worked, and the employee is now happily married to someone 

she met online. “Saundra is at the extreme,” says Darden. “She 

gets perfection in execution.” 

With Amphora beginning its second Phase 3 trial, Pelletier 

has indulged every control-freak impulse. It could be done with 

60 sites, but she’s arranged for 115. She’s enlisted her head of 

medical affairs to oversee the trial, 

even though it’s typically tasked to  

a project-manager-level employee.  

 When the study kicked off in June, 

Pelletier flew to Atlanta to talk to the 

people who would be working directly 

with patients, something CEOs almost 

never do. She doesn’t imagine her new 

CRO loves all this meddling—but she 

doesn’t care. “They want this study to 

be over,” Pelletier says. “They think 

we’re nuts.”

Seeming a little crazy is a small  

price to pay if it gets her to the only 

acceptable outcome. Though she 

easily discusses such uncomfortable 

topics as her surprise pregnancy, her 

divorce, and even FDA rejection,  

her voice cracks when she is asked 

what would happen if Amphora fails this trial.

If the drug does not get approved—Pelletier swallows—there 

are options. Evofem might be able to survive by managing drugs 

developed by other companies. But Evofem would most likely 

have to sell Amphora, probably to a larger drug company that 

could market and sell it as a medicine to be used against STDs 

or bacterial vaginosis. Evofem would get paid royalties, and its 

investors would get some money back. Pelletier looks like she’s 

going to quietly choke as she explains this. 

She would also offer her resignation. She says she did that 

when the FDA denied Amphora’s application, but her investors 

don’t remember it. They say that’s possibly because it was the 

last thing they wanted. They were counting on her to turn this 

thing around, and if she did offer to resign, they say they dis-

missed the idea as quickly as they could. 

“Honestly, we’ve done everything right,” Pelletier says, with 

a rare trace of exasperation. “I am here till the bitter end.”

KIMBERLY WEISUL is an Inc. editor-at-large.

No matter how 
much Pelletier  

tries to  
bulletproof the 
current study,
Amphora still 
might not get 

approved. 
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The Upside of a Tradeoff

For every new idea your  
company wants to bring  
to life, be willing to kill  
an old one

Most companies, products, and services start 

out simply. It’s rare that the first version of 

something is more complicated than the second.

But once a company starts saying yes to one 

good idea after another, it starts accumulating 

scars. And scars they are. When companies decide 

to do something and it works, it usually doesn’t go 

away. Ideas turn permanent. Before you know it, 

things aren’t so simple any more. 

Saying yes to more and more good ideas with-

out dumping some of the earlier commitments 

invariably leads to a place of compounding com-

plexity. Too many good ideas eventually combine 

to make one big bad idea.

You see this all over software today. Setting 

after setting, preference after preference. Each  

one is an example of a company’s refusing to make  

a choice and offloading the decision to the cus-

tomer. It’s sold as customization, but it’s often  

just one “also” after another. 

By forcing a tradeoff on every new “yes,”  

you corner yourself into considering the value  

of something. And only once you value a thing 

accordingly can you make a better decision  

about what is worth pursuing. It requires you  

to reconsider: Is this still worth doing? Would  

we be better off doing something else? That’s a 

healthy exercise from time to time. The true test  

of how bad you want something is whether you’re 

willing to give up something else to make room.

So what did we end up doing? 

The choice wasn’t obvious. It’s easy to end 

something that’s a clear failure. It’s much harder to end something that’s doing fine or 

better. The Distance was doing well. According to the number of weekly downloads and 

industry data, it was in the top 10 to 15 percent of all podcasts. 

My co-founder and I debated it, and we chose “or.” Ultimately, we felt The Distance  

had had a great run, and that ending it on our own terms meant we could make room  

for something new.

For the new podcast, called Rework, we didn’t have to hire more people, increase the 

size of the crew, or attract audiences for two different podcasts. We’ve released three  

episodes, and we’ve already more than doubled the audience we got for The Distance.

The next time you’re faced with this kind of decision, stop and think about the lan-

guage. Instead of saying “Yes, we’ll do that also,” you have to practice saying “Sure, we 

can do that instead.” “Or” always forces a choice, and that’s a good thing. 

F
OR THREE YEARS, my company wrote, pro-

duced, recorded, and published a podcast 

called The Distance. Over nearly 60 epi-

sodes, we told stories about small private 

companies that had been in business for 

25 years or more. The premise was that 

there’s a lot to learn from businesses that 

have figured out how to not go out of 

business. And there was.

Then, earlier this year, while The  

Distance was still going strong, we had  

an idea for another podcast focused more 

broadly on how to run a better business. One with our own point of 

view, not just other people’s stories.

Awesome—time to launch another podcast! Wait, not so fast. 

First we had to make a choice: We could continue doing The  

Distance and start a new podcast. This would mean running two 

podcasts. Or we could stop running The Distance and start a new 

podcast. This would mean running just one podcast.

This is a scenario many companies confront. I call it “also/or.” These 

two seemingly innocent words determine wildly different outcomes.  

G E T  R E A L

Jason Fried

Jason Fried is a co-founder  
of Basecamp (formerly  
37signals), a Chicago-based  
software company. 
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Premier quality book editors, designers, and production  •  National book distribution
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If you have a great book idea for consideration, please contact originals@inc.com



FRANCHISE SPECIAL ADVERTISING SECTION

With nearly three-quarters of a million franchise establishments 
in the United States, according to the International Franchise 
Association (IFA), there is a business opportunity to fi t the 
requirements of almost any franchisee.

Cruise Planners is a home-based travel business that trains 
franchisees – including those with no travel industry experience 
– to become professionals who can book all types of vacations. 
“The mobile tools make it easy to work from anywhere in the 
world with internet and a smart device,” says Michelle Fee, CEO 
of the Coral Springs, Florida-based franchiser. 

A fl exible format lets franchisees work part time or full-time 
with no employees or inventory. “Now is a great time to get 
into the travel industry as baby boomers are retiring and are 
able to travel since they have more time,” Fee says.

Cruise Planners franchises operate in all 50 states. “We are 
looking to expand nationally but concentrating our efforts 
out west,” Fee says.

Snap Fitness is a proven fi tness club concept that makes it 
easy for franchises to succeed, according to Peter Taunton, 
CEO and founder of the Chanhassen, Minnesota-based 

company. “Features such as a simple, turnkey system, low 
startup costs, and support from the corporate offi ce attracts 
very talented people,” Taunton says.

More than 2,500 Snap Fitness clubs are open in 24 countries. 
By the start of 2018 the company anticipates having more than 
3,000 locations around the globe.

Discovery Map franchisees publish hand-drawn maps to 
guide visitors to local attractions. The home-based business 
offers low startup costs and fl exible scheduling. “It’s genuinely 
a lifestyle business,” says President Peter Hans. Waitsfi eld, 
Vermont-based Discovery Map has more than 130 locations 
and anticipates adding eight to 10 more next year.

Growing Concepts 

Off er Opportunity for 

Franchisees of All Types
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This holiday season, a gift of event tickets will reduce stress,  
strengthen family bonds and build lifelong memories for our deserving military veterans.

VETTIX.ORG

GIFT*SPONSOR*BECOME A VET TIXER

*501c3 95% funding to programs



TO ADVERTISE CONTACT 800.938.4660 • WWW.DIRECTACTIONMEDIA.COM

FRANCHISE/MARKETPLACESPECIAL ADVERTISING SECTION

WhiteWalls.com | 800-624-4154

Turn your room, offi ce, or hallway into a 
creative hot-spot. WhiteWalls® provide the 
vital avenue your team needs to:

Magnetic Whiteboard Steel Wall Panels

See the big picture

Show what's happening

Work through complex problems

WhiteWalls
®



When you launched Tough  

Mudder, how did you deal  

with the naysayers? 

Anytime you step away from the 
norm, others are tempted to dis-
miss you. At the same time, when 
you’re starting a company, you 
have all these negative voices in 
your own head. You’re never 100 
percent confident that it will all 
work out as you hoped. So instead, 
focus on what will happen if you’re 
wrong. How bad will it be? Facing 
down your fears is integral. 

What’s the biggest challenge 

you’ve faced so far?

You have to keep pushing com-
panies to adapt and change before  
it becomes immediately obvious 
that it’s necessary. That can be hard. 
I tell the story a lot about how Steve 
Jobs, when he was pushing to create 
the iPhone, knew that it would hurt 
the business of the iPod. He said,  
“If you don’t cannibalize yourself, 
someone else will.” 

Do you frequently find yourself  

at odds with others over the 

direction of the business?

You bring emotional baggage as  
a founder, and it’s hard for others to 
relate to that. It’s a bit like appreci-
ating what it means to be a parent 
when you aren’t one. It’s one thing 
to understand something on an 
intellectual level, but it’s another to 
have walked the path. I’ll tell people, 
“Don’t expect me to be completely 
rational. I founded this company, 
and I have a whole set of emotions  
I’ve put into it.”

Why have you resisted  

taking venture funding?

There’s a weird hypercompetitive-
ness in entrepreneurship, especially 
around how much money you’ve 
raised. It attracts a lot of alpha 
types, which creates a very macho 
culture. Tough Mudder was created 
in part as a reaction to this mindset. 
I find it strange when other found-
ers ask, “How much money has 
Tough Mudder raised?” When I say 
we haven’t raised any, they pat me 
on the shoulder and say, “It’s going 
to be OK, Will.” I feel like responding, 
“Shut up, you idiot. You’ve lost sight 
of why you’re building a business.”

Will Dean

The co-founder of Tough Mudder, the  
obstacle-course business with more than 
$100 million in sales, has had to tune out 
a lot of harsh critics—including himself  
By ZOË HENRY

�
COME TOGETHER 

Will Dean’s Tough Mudder 

events attracted more than 

half a million participants 

last year. “I wanted to create 

something where people 

could feel a sense of 

belonging,” he says. “A tribe.”

F O U N D E R S  F O RU M

Photograph by COLE WILSON
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