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Smarter technology for a Smarter Planet:

Can the boundaries of a
business be defined by its
people instead of its walls?
Businesses like nice solid walls, both the physical and the fire variety.
But on a smaller, flatter, smarter planet, we increasingly find ourselves
working with people far outside those walls: partners, suppliers,
customers and remote employees.
IBM is incorporating new tools, like social software, wikis and presence
awareness, throughout our entire collaboration portfolio—as well as
new ways of accessing these tools through the cloud. Cloud-based
solutions like LotusLive™ let your people work with whomever they
want to, regardless of what side of the firewall they find themselves on,
because they’re backed by the legendary security you expect from IBM.
Now your organization can extend its collaboration infrastructure
seamlessly without the cost and complexity of additional infrastructure.
So you don’t have to tear down your walls to reach beyond them.
A smarter business needs smarter software, systems and services.
Let’s build a smarter planet. ibm.com/collaborate
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APC integrated cooling future-proofs your
IT room without breaking the bank.
Is your server room a barrier to adopting new technologies?
Consolidation, virtualization, network convergence, blade servers—these new technologies improve efficiency, cut costs, and allow you to “do more with less.” But
they also bring high-density power, cooling, and management challenges that server
rooms were never designed to handle. You’re relying on guesswork, depending on
building air conditioning, or improvising remedies. So how can you increase the level
of reliability and control in your server room without spending a fortune?

Introducing the APC by Schneider Electric total server room solution
Now you can get power, cooling, monitoring, and management components
that easily deploy together as a complete, integrated solution. Everything has
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equipment. Just slide this proven, plug-and-play solution into most existing spaces—there’s no need for confusing cooling configurations or expensive mechanical
re-engineering. The modular, “pay as you grow” design lets you be 100 percent
confident that your server room will keep pace with ever-changing demands.

Future-proof your server room easily, cost-effectively
APC takes the hassle out of configuring server rooms. Self-contained InRow cooling units, high-density NetShelter enclosures, and the APC rack air containment
system combine to create a proper IT ecosystem in almost any surrounding. Racklevel monitoring sensors, intelligent controls built into the cooling unit, and integrated management software provide complete remote control and unprecedented
visibility into the entire system. Simply add power protection (like undisputed bestin-class Smart-UPS or Symmetra units) and you have a total solution for today,
tomorrow, and beyond.

If you have dedicated IT space . . .
Get pre-validated,
high-density cooling
as a single offering.
APC InRow SC System combines an
InRow SC precision cooling unit (up to 7kW
capacity), NetShelter SX rack enclosure, and
rack air containment system, for a limited
time, at a specially discounted price.*

If you don’t . . .
Introducing the NetShelter Ofﬁce CX: portable
server cabinets, with extreme noise reduction,
designed for ofﬁce environments.
These solutions integrate power, cooling, and
management in a secure, quiet, cooled enclosure
that’s indistinguishable from other office furniture.
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Sick Capital
WHY IT MATTERS THAT VCS WON’T DO THEIR JOBS.
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FROM THE EDITOR

to $30 billion every year; but the cost of launching startups, at
least in the software and Internet sectors, has fallen “by at least
an order of magnitude,” according to Fred Wilson, because of
open-source and outsourced software development and the falling price of processing, storage, and bandwidth. In the absence
of an irrational market for technology stocks, there’s no way for
venture capitalists to generate handsome proﬁts on $30 billion
of what is, we must remember, called “risk capital.”
Does all this matter? Surowiecki writes, “What we care about,
after all, is not whether investors get good returns or VCs are
well paid. We care about whether new companies are getting
started and innovations are being funded.”
But the sickliness of venture capital does matter to entrepreneurs, and it should matter to you, too. VCs no longer perform
their historical functions: recognizing a few potentially disruptive technologies, ﬁnding great entrepreneurs who burn to commercialize those technologies, providing measured seed funding,
and worrying startups to proﬁtability. Instead, the partners of the
typical fund invest more money, much later, in more companies,
selected according to some risk management philosophy.
A well-known Silicon Valley investor (who asked that I not
name him, lest he ofend his partners) expressed the consequences: “VCs spread themselves over six to 12 portfolio companies, often spending as little as a day a month on each. This is
terrible for both entrepreneurs and the country.” There’s research
to back him up: Josh Lerner, a professor at Harvard Business
School, has shown that the advice of VCs is an important reason
why venture dollars are “three to four times as potent” as corporate R&D in spurring innovation. (On page 12, read why Lerner
thinks governments are so bad at encouraging entrepreneurs.)
Past venture capitalists funded the technology companies
that became the engines of the world’s economic growth: Intel,
Microsoft, Genentech, Compaq, Apple, Cisco. But there have
been just two really transformative venture-backed companies
in the last decade: Facebook and Twitter.
Might Twitter have sooner answered the question that we pose
on page 52 (“Can Twitter Earn Money?”) had its VCs been more
like their predecessors? My unnameable investor told me: “I wish
the VCs on the board at Twitter would drop everything else and
help Twitter build the solid business that the service so richly
deserves. In the past, they would have.” Write and tell me what
you think at jason.pontin@technologyreview.com. —Jason Pontin
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MAR K O STOW

f venture capital is sickly, does it matter? Put another way:
would the startups in the TR50, Technology Review’s new list
of the 50 most innovative companies (p. 33), be more innovative
and sustainable, or even diferent, better ventures altogether, if
venture capital were healthier?
Venture capital isn’t what it was. Funds launched in 1996 and
1997 saw returns of 80 to 100 percent, according to Cambridge
Associates; those launched in 1999 and 2000 lost money. Since
then, many have returned less than zero, and only recently has
the industry showed signs of life. In “What’s Wrong with Venture Capital” (p. 74), James Surowiecki writes, “As Fred Wilson,
a principal at Union Square Ventures, bluntly puts it, ‘Venture
capital funds, as a whole, basically made no money the entire
decade.’ ” What went wrong? The reasons are summarized by
Surowiecki (and by Howard Anderson, cofounder of Battery
Ventures, in “Good-Bye to Venture Capital,” June 2005 and at
technologyreview.com).
First, the markets for new technology stocks, the most important means by which VCs recover their investments, are nearly
frozen, and the valuations of companies that do enjoy public
oferings are no longer irrational. In 2009, just 13 venture-backed
companies went public, down from 271 in 1999. Worse, as
Anderson wrote, “rational markets value companies at two and a
half times their sales at an [IPO].” That’s bad for VCs: since most
startups fail, a return of 250 percent on those ventures that succeed isn’t that great, considered over the lifetime of the investment (typically, at least ﬁve years). Anderson may be forgiven
for having written, “We need a little irrationality to earn a living.”
VCs once expected that one wonderful success in every 10 of
their investments would justify their failures; no longer.
Second, no one buys as much technology as they once did. IT
spending by enterprises grew at 15 percent during most of the
1990s but has grown only by single digits for most the last decade.
More striking, as Surowiecki points out, “much of the value that
new businesses are creating in ﬁelds such as social networking
is … ‘nonmonetized.’ ” Users think Facebook and Twitter should
be free, and there is no reason to think that VCs’ investments in
social technologies will be as lucrative as their investments in
enterprise software and networking equipment during the 1990s.
Third, there is too much venture capital, but entrepreneurs
need less funding. The venture industry now manages about
$200 billion, twice what it did in 1998, and invests $20 billion

I
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KEEP IT IN THE LAB

A professor of science, technology, and society at Colby College responded to Kevin
Bullis’s article on the serious attention now
being paid by prominent scientists to geoengineering schemes to combat global warming
(“The Geoengineering Gambit,” January/
February 2010).
At MIT’s “Engineering a Cooler Earth”
symposium last October 30, audience
responses to “Should We Try?” were more
supportive and robust than those to “Can We
Do It?” Of course we cannot and should not
do it, since climate engineering is untested
and dangerous. The American Meteorological Society’s policy statement on geoengineering (also adopted by the American
Geophysical Union) recommends more
research of an interdisciplinary nature on any
proposals to geoengineer climate. It urges
coördinated study of the historical, ethical,
legal, and social implications of geoengineering, and it calls for the development and
analysis of policy options, including restrictions on reckless eforts to manipulate the
climate. As I recently told the U.S. House
Committee on Science and Technology, support is urgently needed for historical studies
of existing environmental treaties, international accords, and eforts to govern new
technologies. Any other geoengineering
research should be conducted in labs and
with computer models, not out of doors.
James Rodger Fleming
Waterville, ME
THE PRICE OF EVERYTHING

Commenters on Bryant Urstadt’s article on
high-frequency trading (“Trading Shares in

JOIN THE DISCUSSION, OR CONTACT US

■ technologyreview.com/community

E-mail letters@technologyreview.com
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both clarity and length.
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Milliseconds,” January/February 2010) had
a vigorous debate over the legitimacy of the
practice. Urstadt’s reporting highlighted the
ways by which high-frequency traders seek
to use technology to exploit opportunities in
the market—but also the dangers to markets
that some experts feel are introduced in the
process.
Tell me exactly what product or service these
companies provide? I understand they make
money by gambling on being faster than
www
the next guy, but what do they produce
that helps America’s GDP? … [T]he value of
America is in the products and services. Finance
is a support function. We need our engineers
building things, not moving money.
jjs

My experience is that the ﬁnancial markets
work very well for small investors. I’m an “oldfashioned” buy-and-hold investor who makes
small (~$1000) purchases. Commissions are
now very small ($0 to $5), trades are executed
instantaneously, and, as mentioned in the article,
the spreads are only a few pennies per
www
share. Even in the depths of the market
turmoil, everything functioned normally and I was
able to execute trades. It is hard to imagine that
HFT doesn’t contribute to the proper functioning
of markets. … The real problems lie with investor
psychology. Successful investing is about as interesting as watching paint dry. Investors, however,
try to make it into a night at the casino.
hpwarren
LOST IN SPACE

Those that have the view that
A reader wrote in support of
one of the conclusions of the
high-frequency trading does
nothing for the economy also
Augustine Committee’s report
probably think that equity maron space exploration, reviewed
kets do nothing for the economy
by Jef Foust (“The Future of
Human Spaceflight,” Januand that the whole thing is simply
a huge casino. Right .... ? Wrong.
ary/February 2010).
Equity markets price
Given the challenges of cliwww
capital. In an increasmate change in the medium
ingly automated world, this is
run and a new ice age in the
January/February ’10
the single most productive task
long run, one cannot but
humans are capable of engaging in. Said pric- agree with the conclusion of the Augusing leads to an efﬁcient distribution of capital, tine Committee that “the ultimate goal of
which in turn results in a better quality of life in
human exploration is to chart a path for
the aggregate. High-frequency traders simply human expansion into the solar system.”
engage in arbitrage: they prevent pricing abnor- But NASA seems to be lost in space at presmalities from materializing and therefore make ent. Even keeping the International Space
pricing more efﬁcient.
Station (ISS) in orbit beyond 2015 is now in
GreenPlease
question. As Jef Foust put it, if people are
going to live and work in space, the ISS is
Why do I get the feeling that you were spin- the ideal laboratory to test technology and
ning exactly the same line about CDOs just a
human performance under long-term confew years ago? And that in a few years’ time ditions. In addition, it may in time serve as
you’ll be saying just the same about the a staging station for bases in the inner solar
www
next brilliant idea to emerge from Wall
system—the moon, Mars, and the asteroid
Street after HFT has caused another ﬁnancial
belt. In short, it is clear that the ISS must not
crisis, impoverishing millions of people (except, be “deorbited” for lack of funds soon after its
of course, the traders)?
completion in 2011. There is an urgent need
The most productive task in the world? The for an international space agency that would
best paid, possibly.
pool resources of all space-faring nations
chrisjmiller
toward the fundamental goal of human
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