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EMPOWERING SMALL BUSINESSES: THE
ACCELERATOR MODEL

WEDNESDAY, MAY 3, 2017

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,
Washington, DC.

The Committee met, pursuant to call, at 11:00 a.m., in Room
2360, Rayburn House Office Building. Hon. Steve Chabot [chair-
man of the Committee] presiding.

Present:  Representatives  Chabot, King, Luetkemeyer,
Radewagen, Knight, Kelly, Gonzalez-Colon, Fitzpatrick, Estes,
Velazquez, Evans, Murphy, Brat, Lawson, Clarke, Chu, Adams,
Blum, Espaillat, Comer Schneider, Bacon, and Marshall.

Chairman CHABOT. The Committee will come to order. We wel-
come everybody here to the Small Business Committee today.

Before we begin this morning, I would like to welcome Ron Estes,
who is our newest member of this Committee. He is fresh off a spe-
cial election win, and with his background as being the former
Kansas State treasurer, the Small Business Committee is lucky to
have him on the team, and we welcome him here today. We are ex-
pecting great things from him. So thank you very much. Look for-
ward to working with you.

We also have another guest here today. Dr. Marshall, would you
like to introduce somebody?

Mr. MARSHALL. Sure. So my wife Laina is here for the First
Ladies Luncheon tomorrow. Glad to have her and quite a bit of our
extended family with us as well from Kansas. Welcome.

Chairman CHABOT. Excellent. Very good.

And I want to personally welcome some of the folks from Cin-
cinnati here. We have the Chamber of Commerce, a bunch of folks
that are here from the regional chamber, so they want to see Con-
gress in action. So let us not disappoint them.

Ms. VELAZQUEZ. What they want to see is a committee that
works in a bipartisan way.

Chhglirman CHABOT. That is right. And they have got one here,
right? ,

Ms. VELAZQUEZ. That is right.

Chairman CHABOT. That is right.

Over in Statuary Hall there is a statue of Thomas Edison. Now,
the people of Ohio placed it in the Capitol because while he may
have done his most famous work in New Jersey, he is, like the
greatest Americans, an Ohio native. Sorry about that. We love ev-
erybody on this Committee, whether you are from Ohio or not. The
statute depicts Edison holding his invention that changed the
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world, the lightbulb. Speaking about his career as an inventor and
the varying degrees of success he had along the way, Edison fa-
mously said, “I have not failed. I have just found 10,000 ways that
will not work.” Edison knew that the power of American innovation
was not always found in the resulting product; it is found in the
pr((l)cess. That process is what we are really here to talk about
today.

As American businesses and entrepreneurs have worked to bring
about economic recovery over the last decade, business accelerators
have emerged as an inspiring and effective force. With an end goal
of pitching their ideas to a field of investors during a demo day,
accelerators put company teams through a fixed-term, cohort-based
program that focuses on mentorships. In effect, these are entre-
preneurs helping entrepreneurs, small businesses helping small
businesses, seeing what works, what has not worked, and what can
be learned from it.

While the accelerator model is not entirely new, it has really ma-
terialized over the last few years and can be seen throughout the
Nation. Many of us have heard about the successful high-tech ac-
celerators out in Silicon Valley, but there is so much more to this
story. While they are operating all over the country with an overall
goal of accelerating growth, they oftentimes have different focuses.
Some are concentrating on economic development within a geo-
graphic area, like my hometown of Cincinnati. Some are dedicated
to female entrepreneurs. The process accelerators use to take en-
trepreneurs through their programs is making a difference. It is
the power of experience coming alongside the newly inspired and
helping them turn their idea into action, helping to make that cru-
cial business connection, helping to advance a funding opportunity,
helping to achieve success.

At this Committee, we like to say that every small business
started with an idea, and with success, that idea turns into jobs.
Business accelerators give us a close-up look at that process. As we
celebrate National Small Business Week in our Committee, on Cap-
itol Hill, and across the country, it is great to have such an impres-
sive group of American innovators before us here today, and we
will hear, of course, from them very shortly. Each one is directly
involved with the running and the operation of an accelerator.

I am looking forward to hearing from them directly, hearing
about their ideas and their stories. It is our hope that we all come
away today encouraged and reminded that we have much to learn
from our entrepreneurs and the processes that they pioneer.

I appreciate all of you being here today and look forward to your
testimony.

And I would now like to yield to the ranking member, Ms.
Velazquez, for her opening statement.

Ms. VELAZQUEZ. Thank you, Mr. Chairman.

Business accelerators help high-growth startup enterprises de-
velop their products, identify promising customer segments, and se-
cure resources, including vital capital and potential employees. It
is clear that they serve an important role in innovation, and I am
very interested to learn more about their impact on small firms.

Growth accelerators have long been a powerful tool for helping
innovative entrepreneurs grow. Each year since their formation in
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2005, accelerators have gained in popularity. In fact, a number of
accelerators nearly doubled each year between 2008 and 2014,
proving that this model has real potential to assist entrepreneurs.

Accelerators are unique in that they provide the best of both
worlds for both startups and investors. They serve as an all-inclu-
sive, creative hub that provides technical assistance for growing
businesses and a central location for investors to find vetted busi-
nesses. This arrangement reduces investor risk, while maximizing
the capital network for high-growth companies.

In 2015, more than $90 million was invested in the U.S. and
Canada by 111 accelerators into nearly 3,000 startups. Silicon Val-
ley firms accounted for more than one-third of that investment,
while New York totaled about $9 million in close to 400 startups.
By opening the funding network for companies that might not oth-
erwise have gained such exposure, accelerators contribute to stabi-
lizing innovative businesses and the growth of the economy.

Beyond promoting business expansion, growth accelerators also
bring benefits to the communities in which they are located in the
form of economic development and job opportunities. We must con-
sider ways to see a greater presence of accelerators in underserved
and rural areas outside of the popular innovation hubs.

Another area of improvement is reaching entrepreneurs who
have traditionally been disadvantaged. Evidence shows women and
minorities are not participating at the same rate as their white
male counterparts. One promising trend has been the emergence of
accelerators focusing on these entrepreneurs. While this is a step
in the right direction, more must be done because these businesses
contribute greatly to our economy. After all, that is what today’s
hearing is all about, growing our economy and creating jobs. We al-
ready know the job creation power small firms hold. Now the ques-
tion becomes how to maximize that power for startups.

During today’s hearing we will hear from some of the most suc-
cessful, innovative accelerators from around the nation. I look for-
ward to hearing their suggestions as to how can we replicate that
success in communities across the nation.

I thank the witnesses for being here today, and I yield back the
balance of my time.

Chairman CHABOT. The gentlelady yields back. Thank you very
much.

And if Committee members have opening statements prepared,
we would ask that they be submitted for the record.

And I would like to take just a moment to explain our lighting
system here and the rules that we operate under. We basically op-
erate under the 5-minute rule. Each of you gets 5 minutes to testify
and then we will all have 5 minutes to ask questions. And there
is even a lighting system to assist you. The green light will be on
for 4 minutes and then the yellow light will come on to let you
know you have a minute to wrap up. And then the red light will
come on, and if you can wrap up by that time we would appreciate
it.

And I would now like to introduce our very distinguished panel.
Our first witness will be Starr Marcello. Ms. Marcello is the execu-
tive director of the Polsky Center for Entrepreneurship and Innova-
tion at the University of Chicago, where she runs the Edward L.
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Kaplan New Venture Challenge. The New Venture Challenge,
which aims to launch the next generation of companies, has an
alumni list of some of the top technology companies in the country,
such as Grubhub and Braintree. Ms. Marcello serves on a number
of boards, including the Executive Advisory Board of Tech Week
and the United States Association for Small Business and Entre-
preneurship. We welcome you here this morning.

Our next witness will be Darrin Redus. Mr. Redus is the vice
president of the Cincinnati USA—that is Cincinnati USA Regional
Chamber’s Minority Business Accelerator, which has the mission of
scaling minority-owned businesses and expanding the minority en-
trepreneurial community of the Cincinnati area. In partnership
with larger corporations, the Minority Business Accelerator has
been successfully piloting economic progress in our area for many
years. As a former commercial banker from Cleveland, Mr. Redus—
excuse me, Mr. Redus is the founder of a number of companies,
such as the Main Street Inclusion Advisors, LLC, and the Redus
Small Business Advisers. We thank you for being here as well.

Our next witness will be Carolyn Rodz—is that Rodz?

Ms. RODZ. Rodz.

Chairman CHABOT. Rodz. I apologize.

Ms. Rodz is the founder and the chief executive officer of Circular
Board, which is a female entrepreneur-focused accelerator. Uti-
lizing a virtual model, Circular Board concentrates on purpose,
partnerships, and access to capital to accelerate growth. With a re-
sume that consists of creating a retail line, founding of a global
marketing firm, serving as a TD—excuse me, TEDx speaker, serv-
ing as a member of the Dell Women’s Entrepreneur Network, and
a 2016 Entrepreneur Magazine Woman to Watch, Ms. Rodz is a
driving force in the startup world, and we appreciate your testi-
mony here this morning as well.

And I would now like to yield to the gentleman from Pennsyl-
vania, Mr. Evans, to introduce our fourth and final witness.

Mr. EVANS. Thank you, Mr. Chairman.

It is my sincere pleasure to introduce Dr. Stephen S. Tang, presi-
dent and CEO of University Science Center in Philadelphia. He is
the first president in the Science Center history to have led the
company to venture funding and initial public offering. University
Science Center is a winner of the SBA Growth Accelerator Fund
competition for the class of 2015 and 2016. I had the opportunity
to work with Dr. Tang, and just yesterday, we both received an
award from the Opportunity Industrial Center, OIC, of Philadel-
phia, founded by someone that I hold in high esteem, the late Rev-
erend Leon Sullivan. Last September, Dr. Tang was appointed to
the National Advisory Council on Innovativeness and Entrepre-
neurship, and now serves as the co-chair where he offers rec-
ommendations to the U.S. Secretary of Commerce for policies and
programs designed to make U.S. communities, businesses, and the
workforce more globally competitive. Welcome to Dr. Tang. And
thank you for your testimony today.

And I yield back to the chairman.

Chairman CHABOT. Thank you very much. The gentleman
yields back.

Ms. Marecello, you are recognized for 5 minutes.
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STATEMENTS OF STARR MARCELLO, EXECUTIVE DIRECTOR,
EDWARD L. KAPLAN NEW VENTURE CHALLENGE (NVO),
POLSKY CENTER FOR ENTREPRENEURSHIP AND INNOVA-
TION, UNIVERSITY OF CHICAGO; DARRIN M. REDUS, SR,
VICE PRESIDENT, MINORITY BUSINESS ACCELERATOR, CIN-
CINNATI USA REGIONAL CHAMBER; CAROLYN RODZ; FOUND-
ER AND CEO, CIRCULAR BOARD; STEPHEN S. TANG, PH.D.,
MBA, PRESIDENT AND CEO, UNIVERSITY CITY SCIENCE CEN-
TER

STATEMENT OF STARR MARCELLO

Ms. MARCELLO. Thank you, Chairman Chabot, Ranking Mem-
ber Velazquez, and members of the Committee for having me this
morning.

My name is Starr Marcello. I am the executive director of the
Polsky Center for Entrepreneurship and Innovation at the Univer-
sity of Chicago. The Polsky Center drives the creation of new busi-
nesses at the University of Chicago and on Chicago’s South Side.
We teach entrepreneurship courses, we commercialize faculty tech-
nology, we run a 34,000 square foot incubator, and offer numerous
programs to support and mentor those on their entrepreneurial
journey.

I am speaking to you today about our capstone program and ac-
celerator, the Edward L. Kaplan New Venture Challenge. The NVC
has been recognized as a top-ranked university accelerator in the
country for the past 2 years by the Seed Accelerator Rankings
Project.

Now in its 21st year, the NVC has helped launch more than 160
startups still in business today. NVC companies have raised over
$600 million in venture capital funding, and have created more
than $4 billion in value for investors through mergers and exits.
We have two national brands in our portfolio, Grubhub and Brain-
tree/Venmo, as well as emerging national brand Simple Mills.
Grubhub, an online food delivery service, completed the New Ven-
ture Challenge in 2006, merged with its biggest competitor Seam-
less in 2013, and went public with its IPO in 2014. The company
in now valued about $3 billion.

The NVC also helped launch Braintree, a payment processing
company, which was acquired by PayPal in 2013 for $800 million.
Those under 30 may know Braintree for one of its acquisitions,
Venmo, which enables friends to send money to one another. By
most recent count, Grubhub and Braintree alone have created
1,000 new jobs in Chicago and 2,000 new jobs nationally.

The NVC’s success can be attributed to its unique structure and
the environment in which it operates. As a leading research univer-
sity in the third-largest city in the U.S., the University of Chicago
is an intellectual destination for the most innovative minds in the
world. The reputation of the university, its Booth School of Busi-
ness and, increasingly, the New Venture Challenge, draws creative
entrepreneurial talent to us. Getting top people into the accelerator
is the first step in getting successful businesses to emerge from the
program.

The New Venture Challenge is structured as a year-long, tiered
selection process which coincides with the academic year. Phase 1
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focuses on team formation, Phase 2 on business model develop-
ment, and Phase 3 on communicating the vision to potential inves-
tors. The program is competitive, with the number of teams re-
duced at each phase to enable those most viable to participate in
the final “Demo Day.”

Phase 1 of the program begins when students arrive on campus
in autumn. We spend several months working with potential appli-
cants on team formation and opportunity identification. We create
connections among many constituents of our university and com-
munity, from scientists to MBA students. Eligibility requires just
one current UChicago student. The others can be friends, family
members, colleagues, acquaintances.

We use our National Science Foundation-funded I-Corps program
to encourage these teams to better understand their potential cus-
tomers and to understand how their business idea solves a real
problem. The staff and faculty at Polsky Center spend time men-
toring aspiring teams one on one, and in February, the hard work
of this exploration phase results in 80 to 100 applications to the
New Venture Challenge.

Of these, 30 teams are selected into Phase 2. In this phase, the
entrepreneurs enroll in our New Venture Creation course, and
spend 10 weeks testing and articulating their business model in
front of faculty and members of the business community. The feed-
back they get is highly critical, but also constructive. More than
100 mentors and three full-time coaches participate in this phase,
providing robust expertise, industry knowledge, and support to the
teams. Our founders are working as hard and as fast as possible
to show progress. They are building minimal viable products,
launching pilots, and refining their value proposition. The dead-
lines create urgency, and the urgency creates focus.

Based on their success in Phase 2, 10 of the 30 teams are se-
lected to compete in Phase 3, the NVC Finals, our Shark Tank-
style pitch competition. The incentives to reach this last stage are
substantial. The finalists pitch to top-level investors and entre-
preneurs who fly in from around the Nation. We award a $500,000
prize package, which includes direct seed funding from the univer-
sity and from local VCs, as well as pro bono legal support, design
services, office space, and more.

Our portfolio of 160 companies includes many small businesses
of 50 or fewer employees. However, these businesses are designed
with growth in mind. When the NVC ends, the hard work of scal-
ing these companies continues. The Polsky Center continues to pro-
vide mentorship, connections to capital, and workshops for these
growth-stage entrepreneurs. We help them understand how to in-
crease sales and how to hire and fire while maintaining an entre-
preneurial culture.

During the last decade, we have also grown the NVC platform
to support our global MBA students in Hong Kong, London, and
the Americas; our undergraduates; and those who are focusing on
social impact ventures. We also enable many of our local commu-
nity entrepreneurs to leverage the resources that have been created
as a result of the New Venture Challenge.

Every entrepreneur I have worked with, hundreds over my 12
years at the Polsky Center, has been driven to create value in the
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world, to solve a problem people are faced with, and to find ways
of making people’s lives better. Whether someone is a founder of
a small business or a founder of a high-growth venture, these en-
trepreneurs are dedicating everything they have in pursuit of their
dreams. It is an honor to do the work I do every day to support
these founders’ ambitions, and to see the effects not only on Chi-
cago, but throughout the world. Thank you.

Chairman CHABOT. Thank you very much.

Mr. Redus, you are recognized for 5 minutes.

STATEMENT OF DARRIN M. REDUS

Mr. REDUS. Good morning. Chairman Chabot, Ranking Member
Velazquez, and distinguished members of the Committee, thank
you for the opportunity to speak to you today. My name is Darrin
Redus, and I serve as the vice president of the Cincinnati USA Re-
gional Chamber, and executive director of the Chamber’s Minority
Business Accelerator.

On behalf of the Chamber and its 4,000 member businesses and
constituents, I would like to first thank the Committee for holding
this hearing, and thank you, Chairman Chabot, for this oppor-
tunity to highlight some of the good work happening in your home-
town.

This is also a very personal topic for me individually as I have
now served for the Small Business Network for more than 29 years
in a Vﬁriety of senior-level capacities and entrepreneurial capacities
as well.

I have had the good fortune of working directly in the center of
one of the country’s first tech startups in 2006, and then wit-
nessing the explosion of accelerators over the past 10 years. Evi-
dence of this explosion can be found in the SBA’s own Growth Ac-
celerator Competition, which received 832 applications from accel-
erators nationwide in 2014, up from less than 10 organizations in
2005.

At their very core, the very nature of accelerators, as the name
implies, is to accelerate the growth and development of promising
business enterprises by engaging in an intensive and comprehen-
sive set of business development and mentoring activities designed
to dramatically expedite the growth process. This has certainly
been the case in Ohio that just less than 10 years ago was consid-
ered a “flyover State” by the venture capital community, denoting
the historical tendency of the venture capital firms to primarily
focus on the East or West Coasts for qualified deal flow and invest-
ment activity and literally fly over States like Ohio. Whereby
today, our State is experiencing a robust relationship with the VC
community, evidenced by 330 early-stage companies receiving over
$1.6 billion in venture capital since 2006.

Whether it is helping entrepreneurs with product development,
gaining traction with early client sales, facilitating key business
and investor relationships, or any of a number of critical milestones
designed to expedite capital and market readiness, the early re-
turns of accelerators over the past 10 years have certainly been an
absolute catalyst for this country.

And while the economic benefits and significant contributions of
accelerators have certainly been impressive, there remain segments
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of our population, particularly ethnic minority groups, that remain
largely disconnected from many of these critical resources.

For over a decade now, our nationally recognized accelerator has
specifically targeted African American and Hispanic populations
that, unfortunately, continue to lag behind from an economic stand-
point. In fact, research by the Pew Research Center released just
in the past 2 years indicates that economic disparities have actu-
ally widened for these two populations in terms of wealth gap and
other economic indicators over the past 25 years. This is especially
troubling for our Nation as a whole as ethnic minority groups are
expected to be more than half of our national population over the
next 20 years, and continuing such disparities threatens the eco-
nomic vibrancy and competitiveness of the country.

Since its inception in 2003, the Cincinnati’s Minority Business
Accelerator, in partnership with our corporate community that we
call goal setters, has specifically sought to address these negative
trends. Today our accelerator consists of 35 larger-scale African
American and Hispanic firms that collectively do just over $1 bil-
lion in aggregate annual business and have created over 3,500 jobs
since inception. And while we are certainly proud of our record to
date, much work still remains. Our new strategic plan just
launched in September of 2016 calls for the creation of an addi-
tional 3,500 jobs and an addition $1 billion over the next 5 years.
The specific strategy to be deployed to accomplish this objective
consist of leveraging more mainstream business growth strategies,
including mergers and acquisitions, joint ventures, strategic
partnering, exporting and partnering with private equity investors,
to name a few.

In closing, a rising body of evidence as further detailed in studies
by the Harvard Business Review, the Kauffman Foundation, and
various others, reveals a significant contribution to our Nation’s
economy spurred by the accelerator model. Much more work re-
mains, however, to ensure that this good work is not lost on var-
ious segments of our population. As ethnic minority groups become
an even greater percentage of the total U.S. population, reversing
these negative trends tied to widening economic disparities must be
a critical component of the Nation’s economic agenda going forward
to ensure that all of America’s citizens are contributing to economic
output.

Again, I thank you for this opportunity and look forward to your
questions.

Chairman CHABOT. Thank you very much.

Ms. Rodz, you are recognized for 5 minutes.

STATEMENT OF CAROLYN RODZ

Ms. RODZ. Thank you. Good morning. My name is Carolyn Rodz,
founder of Circular Board, a virtual accelerator for high-growth fe-
male founders. I am here today to advocate on behalf of our Na-
tion’s leading innovators, entrepreneurs, and influencers, and spe-
cifically, for one of the largest untapped economic and social oppor-
tunities in our country: women entrepreneurs. If women and men
participated equally in the entrepreneurial ecosystem, in the
United States alone GDP could rise by $30 billion. Yet, in spite of
this, less than 5 percent of venture capital goes to female founders,
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and when we start to look at minorities, the numbers are signifi-
cantly lower.

The current startup ecosystem is built upon a process that fun-
nels information from a small group of people, predominantly white
males in Silicon Valley and other dense startup cities, to their per-
sonal social networks and trusted colleagues. When you consider
that venture capitalists invested $58.2 billion in companies with
all-male founders in 2016 and just $1.46 billion in female teams,
in spite of the fact that women and diverse leadership teams pro-
vide stronger financial returns, it becomes apparent that our sys-
tem for funneling capital into companies solely based on financial
opportunity is flawed. In 2016, 5,839 male-founded companies got
venture capital funding compared to just 359 female-founded com-
panies.

In other words, companies run by men got more than 16 times
more funding than companies run by women. And to think, 2016
was a good year, with women-led companies making up 4.95 per-
cent of all venture capital deals in 2016, the highest percentage in
over éi decade, and representing just 2.19 percent of dollars in-
vested.

Which brings me to the rationale for the startup accelerator,
which is, at its core, an advocacy group for founders with the inten-
tion of connecting them with the experts, investors, media, and
processes surrounding the art of the startup. Think of the accel-
erator as a liaison between the founder, who likely knows much
about how to operate their business and succeed within their in-
dustry, but often little about how to raise capital, get covered by
the media, build support within their local community, and get the
endorsement of the most influential minds in the startup eco-
system.

At Circular Board, our most important job is to understand the
innovation landscape so that we can share this expertise with our
founders, who are heads-down building businesses that are impact-
ing the world around us, creating jobs, and driving our economy
forward. It is our responsibility to ensure that their time is spent
wisely, that their business models will resonate with potential
funders, and that, most importantly, they gain a voice within the
relatively small and very homogenous startup world.

At Circular Board, we have worked with over 13,000 female
founders from places like Lake Oswego, Oregon, or El Paso, Texas,
connecting them with the intellectual capital that resides nation-
wide. When these founders are armed with a network of experts,
introduced to early-stage investors, and supported by a community
of unique perspectives and varied experiences, they are better pre-
pared to overcome the dismal statistics that currently define female
founders.

Take Succhi Ramesh, for example, an Indian immigrant in New
Jersey, who has created nearly 50 jobs for women in her first year.
Women on welfare, no less. Or Adrianne Weir of Medolac, who has
reduced pre-term infant mortality rates by over 50 percent through
fortified human breast milk, and is currently raising her Series C
at a $45 million valuation. Circular Board’s accelerator founders
have raised over $26 million in funding in the last 18 months and
have created over 162 jobs. Overwhelmingly, our founders cite the
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relationships they build as turning points within their respective
businesses.

It is true that accelerators are popping up all over the country,
but what is important to recognize is that each of these accelera-
tors tackles a unique segment of founders, from industry verticals
to marginalized audiences, attracting expertise that can support
problems facing these specific groups of founders. Organizations
like Circular Board bring more than mentorship. They bring energy
to the startup landscape, forging connections, and bridging the gap
between enterprise, government, foundations, and more. We are a
loud, organized, and consistent voice for founders, and a pipeline
for opportunities presented by organizations like the Small Busi-
ness Administration, Kauffman Foundation, Case Foundation, and
more.

At Circular Board, we have learned that resource connectivity is
the greatest value we can provide to a founder, which is why we
are building a global artificial intelligence platform that will sup-
port women at all stages of growth and connect them to the tools,
experts, content, and events relevant to their real-time needs.
There is an incredible demand for startup accelerators, and it is
our mission at Circular Board to avail every entrepreneur, regard-
less of gender, ethnicity, geography, capital resources, or cultural
constraints, the opportunity to engage the right support to scale
their business, all with the end goal of solving our world’s most
pressing problems and creating sustainable, meaningful impact.

As policymakers, there are significant opportunities to support
these accelerators, not only through government-funded programs
like the SBA’s Small Business Accelerator Fund, which we are
grateful to be recipients of, but also by supporting trade agree-
ments that open new markets for businesses of all sizes, stream-
lining the process of registering businesses and applying for gov-
ernment resources, particularly when working with strategic of-
fices, such as the Patent and Trademark Office, Department of
Commerce, Small Business Administration, and FDA.

Engaging with accelerators allows you to better understand how
founders are supporting our country through innovation and eco-
nomic development, and to see for yourself how the accelerator is
a model, not only promoting business success, but also national
leadership and economic prosperity.

I thank you for taking the time today to put a spotlight on what
I believe to be one of the greatest economic opportunities of our
time.

Chairman CHABOT. Thank you very much.

Dr. Tang, you are recognized for 5 minutes.

STATEMENT OF STEPHEN S. TANG

Mr. TANG. Thank you, Chairman Chabot, Ranking Member
Velazquez, and members of the Committee. Thank you for this op-
portunity to testify regarding small businesses and the accelerator
model, and to help you recognize and celebrate our Nation’s legacy
of entrepreneurial success. And special thanks to my representa-
tive, Congressman Evans, for your kind introduction.
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I am Steve Tang. I am the President and the CEO of the Univer-
sity City Science Center in Philadelphia. It is an honor to join my
distinguished colleagues in today’s panel.

I would like to begin by expressing my strong support for Federal
programs such as SBA’s Growth Accelerator Fund, which encour-
age and facilitate entrepreneurship.

I have an extensive background in science, business, and entre-
preneurship, and a firsthand understanding of the power and po-
tential of technology commercialization. I have led a company
through venture funding and an initial public offering, and I served
as a senior executive of a large life science company as it acquired
and integrated smaller companies.

Last September, I was reappointed to the Department of Com-
merce’s National Advisory Council on Innovation and Entrepre-
neurship, NACIE, and I have the privilege of serving as NACIE’s
co-chair through 2018. NACIE reports to Commerce Secretary Ross
and is charged with identifying and recommending solutions to
issues critical to driving the innovation economy, including estab-
lishing entrepreneurship and firms to successfully access and de-
velop skilled, globally competitive workforces.

My organization, the University City Science Center, has been a
key driver of growth and a source of stability for the Greater Phila-
delphia region’s life sciences and technology sectors since its found-
ing in 1963 as the Nation’s first and largest urban research park.
Today, we are a dynamic hub for innovation, entrepreneurship, and
technology development, offering business incubation, acceleration,
and other programs that provide support for firms at all stages of
the business life cycle.

At the Science Center, we cultivate and expand the possibilities
that open up when research moves out of the lab and into the mar-
ketplace. Over the past 52 years, 442 companies have received in-
cubation and acceleration services from the Science Center. Today,
155 of those 442 firms are located in Greater Philadelphia and ac-
count for 40,000 direct and indirect jobs, or 1 out of every 100 jobs
in the Philadelphia region. And these 40,000 jobs drive $13 billion
in economic activity each year, more than 2 percent of the region’s
total economic output.

To date, our biggest success story is Centocor, now known as
Janssen Biotech, a division of Johnson & Johnson. Centocor was
founded in 1979, with a vision of developing monoclonal antibodies
as a new paradigm to treat diseases such as rheumatoid arthritis.
Today, Remicade is the biggest product in J&dJ’s portfolio, with an-
nual U.S. sales of $5 billion. Another Science Center resident com-
pany, Spark Therapeutics, is developing gene therapies that are
showing early, promising results for treating childhood blindness
and potentially other conditions such as hematologic disorders and
neurodegenerative disorders. These are just two examples of how
the Science Center has paved the way for transformational busi-
ness growth and job creation.

We are strong believers in the accelerator model as a business
vehicle for empowering small businesses. We define an accelerator
as a program that offers startups access to a suite of business tools,
including mentorship and professional expertise, funding, and
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other support services over a defined, limited time period, in an in-
tensive, high-touch setting.

For example, our Phase 1 Ventures, or P1V, program works with
“long-horizon” technologies in pharmaceuticals, biotech, healthcare,
and other fields. P1V helps early-stage companies apply for and ob-
tain SBIR and STTR grants, and then provides the companies with
funding, management support, and access to outside expertise, as
well as connections to private sector funding, in order to keep them
growing.

And our Digital Health Accelerator, or DHA, helps health IT
companies with products in the prototype stage to reach their first
sales and investment milestones. The program selects promising
companies from around the world and provides them with funding,
collaborative workspace, professional mentorship, and introductions
to key stakeholders and investors in the Greater Philadelphia re-
gion.

As you know, in the 3 years since the Growth Accelerator Fund
was launched, awards of $50,000 each have been made to 189 ac-
celerators in 45 States, Washington, D.C., and Puerto Rico. The
Science Center has been fortunate to win two of those awards, one
for P1V and the other for DHA.

I am here to say that those awards, along with other strategic
and critical Federal grants, have made a real difference. Since P1V
was launched in 2015, a total of 18 startups have participated in
the program, advancing technologies developed in 12 different aca-
demic and healthcare institutions. Together these companies have
secured approximately $3 million in public and private funding,
and the 13 companies that have gone through DHA, since its incep-
tion in 2014, have created more than 160 new jobs, generating
more than $20 million in new revenues, and raising nearly $22 mil-
lion in follow-up funding.

Thanks to the Federal support that we received, we have been
able to accelerate the growth startups of companies like UE
LifeSciences, which is developing a low-cost, portable, handheld
scanner that can detect breast cancer in its earliest stages, any-
where in the world. Or Talee Bio, which is developing a gene ther-
apy for cystic fibrosis, the first curative disease treatment for this
condition. Or SimUCare, which is enhancing the training process
for doctors and nurses by enabling them to learn how to handle
medically complex situations using live actors rather than man-
nequins to maintain realism.

At the Science Center, we support technology commercialization
in the broadest sense by acting as an innovation intermediary or
linchpin that brings together academia, industry, and capital. We
create specific processes and frameworks, like P1V and DHA, that
lower the barriers, facilitate collaboration, and enhance the likeli-
hood of success. But we also create more generalized incubators,
accelerators, and other resource-rich environments that combine
multiple ingredients, including funding, expertise, and support
services, to help generate the unpredictable and serendipitous out-
puts that have always fueled our Nation’s scientific advancement
and economic growth.

Accelerators work because they promote and award efficiency.
We have a saying in the industry: startups need to succeed or fail
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quickly and cheaply. The only way to drive business creation and
growth is for companies to move technologies from across the value
chain and get it into the market.

Accelerators force technologies to move quickly, and by offering
multiple layers of expertise, services, and support, accelerators
often enable startups to pivot in different directions in response to
market demand. If Congress is interested in stimulating entrepre-
neurship and pulling even more high-potential technologies out of
academia and elsewhere into the marketplace, then accelerators
and other key early-stage support programs are a wonderful way
to achieve a robust return on investment.

Accordingly, we strongly support those targeted Federal initia-
tives, such as the Growth Accelerator Fund, SBIR and STTR, and
the EDA’s Regional Innovation Strategies program, among others,
that encourage innovation, entrepreneurship, and tech-based eco-
nomic development across the country. And equally important, we
strongly support those programs, like the Growth Accelerator
Fund, that promote greater diversity and inclusion in our Nation’s
small business sector.

More than two-thirds of our P1V and DHA companies are owned
or led by women or members of underserved groups, such as racial
minorities, veterans, and disabled individuals. We firmly believe
that the knowledge-based economy must not only be a place of in-
novation and growth for the science and technology community, but
also a hub for innovation and growth in a wider community with
meaningful opportunities for all of our citizens to pursue STEM-re-
lated careers at all levels.

Mr. Chairman, this concludes my testimony. On behalf of the
University City Science Center and NACIE, I want to thank you
for this opportunity to highlight the benefits of Federal programs
for our Nation’s small businesses and, more broadly, our entrepre-
neurial ecosystem. I welcome your comments and questions.

Chairman CHABOT. Thank you very much.

I will recognize myself for 5 minutes to start the questioning. I
will start with you, Mr. Redus, if I can.

It is my understanding that about 40 or so large Cincinnati com-
panies, corporations play a pretty significant role in your minority
business accelerator. Could you share with us kind of the details
of that partnership, how it works and what the results have been?

Mr. REDUS. Absolutely. Thank you, Mr. Chairman.

It is also important to note that as important as the startup sec-
tor is, our particular accelerator works with existing companies
that have significant upside potential, which dovetails directly into
the question on our partnership with our corporate community. By
design, our work is really trying to create more viable vendors and
suppliers to our corporate partners, so we have to begin with some
element of scale already. And so our corporate partners really help
us to identify where their money goes locally and nationally, how
we can perhaps then align the region’s minority companies with
their natural kind of spending on a go-forward basis.

So we start with kind of who in our landscape of minority busi-
nesses already has some size and scale that we can begin to accel-
erate in partnership with our corporate partners. But it is a direct,
kind of one-on-one relationship and making sure that we are grow-
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ing sizeable businesses that already have some foundation of infra-
structure.

Chairman CHABOT. Okay. Thank you very much.

Ms. Marcello, I will go to you next. In your written testimony,
you stated that deadlines create urgency and urgency creates focus.
Could you expand upon that a little bit?

Ms. MARCELLO. Thank you for the question. Certainly. In the
phase that that comment referred to of our New Venture Chal-
lenge, our teams are forced to make very fast progress, and the
deadlines that they have do not allow them to spend as much time
as they might like going out and considering the competitive land-
scape and talking to every potential customer, and really consid-
ering every risk factor. They have to show that they can make
progress given the uncertainties that face them as entrepreneurs
do. All entrepreneurs face those uncertainties. And by giving them
a compressed time schedule in which to make progress, they nar-
rowly focus their attention and go out and work harder than you
can imagine. And so I believe that entrepreneurship, with all of the
time that you could allow, could enable someone to consider every
factor, every reason why they might not succeed. By making the
timeline shorter, you can drive real progress.

Chairman CHABOT. Great. Thank you very much.

Ms. Rodz, I will go to you next. Could you talk to us about how
and why you selected a virtual or online model for your accel-
erator?

Ms. RODZ. Certainly. We started Circular Board by looking at
the existing model and why it was not working for women, and
learned several things through that. Some around the learning
science that relates to women; women tend to learn in a very col-
laborative environment. The other was looking at the unique con-
straints of women. Many of the women that we work with, and
many women entrepreneurs in general, start their companies later
in life, which means they have children. They have family con-
straints. Many are bootstrapping. Women start with half the cap-
ital as men, which means relocating can be very costly. And we
wanted to target women that were in rural areas, that were in cit-
ies that did not have dense startup ecosystems, and found the vir-
tual model to be the most beneficial structure for the women that
we were serving.

Chairman CHABOT. Okay. Thank you very much.

Dr. Tang, you stated that there is a saying in the industry that,
and I will quote it, “Startups need to succeed or fail quickly and
cheaply.” Could you talk about that?

Mr. TANG. Well, the success part is easy to explain. The faster
you are successful, the faster you get to market, the more success-
ful you will be. The failure part of it is a little less easy to under-
stand, and that is if you are going to make mistakes, make them
quickly and learn how to pivot and move on. And that is, I think,
the core of what we see a lot of the activity in accelerators, it is
putting that intense deadline-based pressure to help them think
creatively about their businesses. So failure and success are equal-
ly important.

Chairman CHABOT. Thank you very much.
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And before my time expires I will go back to you, Dr. Redus, for
my final question. Is the successful minority accelerator model that
we have seen in Cincinnati, could that be replicated in other areas
around the country?

Mr. REDUS. Thank you, Mr. Chairman. Yes, it can. In fact, we
are incurring discussions with a variety of communities to do just
that. It really starts with a very thorough assessment of what are
the existing companies in a given region. Every community is dif-
ferent, but when you start with your base, working with organiza-
tions like the Minority Business Development Agency here at the
Department of Commerce, to understand your base and foundation,
and then working with an all-hands-on-deck sort of approach with
your corporate community and other business leaders, we are al-
ready seeing a number of communities asking us how to replicate
this going forward.

Chairman CHABOT. Thank you very much. My time is expired.

The gentlelady from New York is recognized for 5 minutes.

Ms. VELAZQUEZ. Thank you, Mr. Chairman. And thank you all.
It has been quite enlightening. You know, sometimes we have pro-
grams that are created by federal agencies as pilot projects, not
that we authorized them, so there is no congressional record as to
the reasons for creating a program and the metrics to measure
their success. So this hearing is very important to me because I
have been critical of pilot programs without the authorization from
congressional committees.

So Dr. Tang, one criticism of accelerators is that we do not have
proven metrics of this model and that job creation is not an accu-
rate measure of success. What are your thoughts on this, and how
can we best measure the performance of accelerators?

Mr. TANG. Thank you, Congresswoman.

I believe that job creation is a key metric, but not the only key
metric. Many businesses that begin today do not require a large
number of employees, and also, the rise of the 1099 economy I
think skews that information, also. So that is why we, in addition
to job creation, look at the revenue growth as well as the amount
of invested capital beyond the accelerator. So the accelerator does
not exist in a vacuum, and its performance should not exist in a
vacuum either. It should be a bridge to something bigger and bet-
ter. And that is on the success side.

On the failure side, I think that even when companies fail, the
conservation of funds to help them fail so they fail cheaply is vi-
tally important; also, as well as whether that entrepreneur reposi-
tions him or herself in the community with another venture.

Ms. VELAZQUEZ. Thank you.

Mr. Redus, what is the impact on minority business owners who
participate in accelerators? And are they more likely to succeed
than when receiving angel investing alone?

Mr. REDUS. Thank you, Ranking Member Velazquez. Yes. So
the economic impact can be measured in a variety of ways, and I
will be brief. So certainly, as was mentioned, we measure the
growth of the companies in terms of their revenues, the capital
that they have raised, the jobs that they have created, the average
payrolls that they have created, the leadership positions that these
business owners often then go on to take in the community. And
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so from the standpoint of overall impact, it is far-reaching, and we
also look to make sure that as our companies grow to scale, they
in turn do business with emerging minority firms which furthers
that impact. So to the point mentioned, it is a broader, far-reaching
interconnected nature of how we measure the overall impact.

Ms. VELAZQUEZ. Thank you.

Ms. Marcello and Ms. Rodz, maybe the two of you or one of you
mentioned the fact that there is a tendency for venture capitalists
to invest significantly more in male-owned businesses. Women have
received only 7 percent of venture capital raised in the U.S. and
only 10 percent worldwide between 2010 and 2015. Because of this,
and you also stated that, women are turning to unconventional
sources, like accelerators. What has your experience been in the in-
vestment turnout for your women-owned businesses?

Ms. RODZ. Yeah, we see, you know, there is an incredible inter-
est in the venture capital community to invest in women entre-
preneurs, and we hear repeatedly that they are having a hard time
finding these women-owned companies. And interestingly, we have
had them flock to us, and a lot of it is because of the model that
is created and the way that money flows. Investors will overwhelm-
ingly say that it is partly looking at the analytics behind our com-
pany, but then partly also gut feel, and that relies a lot on who
they know. And so one of the goals that we focus on at Circular
Board is making those personal connections to investors so that
they can get to know the female founders that are running these
high-growth companies.

We are also really focused on these unconventional methods of
raising capital. I am proud to say that 100 percent of the compa-
nies through Circular Board that have funded have succeeded, and
that is in large part because we are able to leverage the commu-
nity. And we are also looking a lot at private family offices and in-
dividuals as well, and getting more women involved in investing.

Ms. VELAZQUEZ. Would you allow——

Chairman, CHABOT. Yeah. The gentlelady would like to——

Ms. VELAZQUEZ. Ms. Marcello, would you like to comment?
Thank you, Mr. Chairman.

Chairman CHABOT. Sure.

Ms. MARCELLO. Certainly. The Polsky Center at the University
of Chicago, in addition to supporting our entrepreneurs, also sup-
ports our students who are looking to enter the investment side of
entrepreneurship and become part of the venture capital commu-
nity and invest actually in startups. And what we have seen as
well is an interest from the finance side, from the venture commu-
nity, in hiring more women in as investors who build that diversity
into their outlook of entrepreneurs who should receive the funding.
So I think there is evidence going on that more women might be
also investing and joining the finance side of entrepreneurship and
having more diversity in terms of looking at entrepreneurs.

Ms. VELAZQUEZ. Thank you.

Chairman CHABOT. Thank you.

Ms. VELAZQUEZ. Thank you, Mr. Chairman.

Chairman CHABOT. Thank you. The gentlelady’s time is ex-
pired.
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The gentleman from Mississippi, Mr. Kelly, who is the chairman
of the Subcommittee on Investigations, Oversight, and Regulations,
is recognized for 5 minutes.

Mr. KELLY. Thank you, Mr. Chairman.

I am constantly amazed at the quality of the panels that we have
here in the Small Business hearings, and that is a great thanks to
our chairman and our ranking member. You are all very accom-
plished professionals, and I just thank you for taking the time out
of your busy schedules to be here.

Ms. Rodz, can you describe the application process startups go
through to gain admittance into your accelerator program? And
how many startups do you accept at one time?

Ms. RODZ. We run a 12-week virtual program. We accept be-
tween—we have had anywhere between 20 founders and 80 found-
ers per class. The founders apply online. They submit a video appli-
cation, as well as a write-up on their concept, on why it matters,
and how they plan to scale. We then review those applications
among our team, our mentor community and investors that we
work with, and then follow up with phone interviews and make the
selections from there.

Mr. KELLY. Thank you. And Ms. Marcello, say I am an appli-
cant for the New Venture Challenge. As a small business, what do
I experience? Who do I first talk to? Who do I interact with? How
does that interaction work? And can you just kind of walk me
through the process like that, please?

Ms. MARCELLO. Certainly. So as an applicant to the New Ven-
ture Challenge, you may very well walk into my office. However,
Polsky Center has a staff of 45 individuals who are committed to
entrepreneurship on the university campus. And so there is a tre-
mendous amount of support right at the initial phase for people
who are curious about whether the New Venture Challenge is the
right accelerator program for their business and for them. And that
web of support at the university level helps guide the entrepreneur
at that point through the application process. We have the luxury
at the University of Chicago, and with the New Venture Challenge,
of having a lot of time on the front end before applications are ac-
tually do to make sure everyone understand what the New Venture
Challenge can provide to them and how it will help their business
go from point A to point B.

Mr. KELLY. Thank you very much.

And Mr. Redus, what is the employee structure of the Minority
Business Accelerator? And if you will tell me how many employees
you have, please.

Mr. REDUS. Thank you. Yes, our direct FTE is five dedicated in-
dividuals. We work also with a number of 1099 kind of coaches and
business advisors, as well as an extended network of corporate
partners that contribute expertise as well.

Mr. KELLY. And just down the line, I guess Dr. Tang, I do not
hear a lot about the accelerator. So if I am a small business or
someone who is starting to get into the small business, what can
we do better to make sure that people know about the accelerator
programs and know who to reach out to and how to do that?

Mr. TANG. We have a saying at the Science Center, which is cel-
ebrate what you want to see more of. And so I think the way to
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get the word out is to have those that have been successfully
through the program, which have maintained their success and
sustainability, really do the talking for us. We will certainly do our
best, and I think agencies within the government, like SBA, will
do theirs as well. But nothing speaks like success like those that
have succeeded.

Mr. KELLY. Thank you. And then just, you know, I have spent
a lot of time in the last 2 weeks, they like to on the news say vaca-
tion. I guess working 8:00 to 8:00 is a vacation for those guys be-
cause I was in the district, meeting with people. And I felt the en-
trepreneurial spirit. It felt like a lot of people right now want to
start up and create businesses. And if we could start and each of
you just go down and tell me what you are hearing in your area,
and do you think that people are like looking forward to investing
in small businesses right now?

Ms. MARCELLO. The answer is yes. Absolutely. In the Chicago
area, people are very interested in starting new businesses. Entre-
preneurship is of great interest to most people. There are more and
more early-stage investors coming out of the woodwork and more
angel networks forming to enable capital for those entrepreneurs to
succeed. I think the entrepreneurs that are looking to get started,
they need three primary things: access to talent, access to capital,
and access to space. And so what we have tried to do at the Polsky
Center is provide that foundation and meet the needs of this grow-
ing energy around entrepreneurship that exists.

Mr. REDUS. Yes, in the Cincinnati region, the entrepreneurial
spirit has never been greater. We have just a robust ecosystem. In-
vestors nationally and regionally are coming to the region on a reg-
ular basis.

I would also add that as it specifically relates to minority entre-
preneurs, there is a greater emphasis, as there should be, on equity
versus debt. There is a longstanding mindset in the minority com-
munity on overdependence on debt. The equity capital market by
its very definition looks for growth and scale, and the equity capital
markets have not necessarily been that diverse. And so there is a
big push to drive more of the minority community towards the eq-
uity capital environment.

Mr. KELLY. Mr. Chairman, if you will indulge, I would really
like to hear the other two answers, but if you all will keep them
short I would appreciate that.

Chairman CHABOT. Absolutely. I want to hear it, too.

Ms. RODZ. We are seeing at Circular Board a real national con-
vergence in terms of the expertise and access, which is really excit-
ing, and partly why I am very excited about our virtual model. We
are able to bring together mentors that founders are demanding
who may reside in California or New York when that founder is in
Cincinnati. And it is, I think, a real testament to the democratiza-
tion of intellectual and financial capital, and I think is going to be
the real next wave for founders everywhere, being able to converge
that access.

Mr. TANG. Mr. Congressman, I think there was definitely a
pickup in the Greater Philadelphia area in urban centers. I think
that should be expected. I think the unexpected and delightfully
positive result is in the less populated areas of the State of Penn-
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sylvania, Delaware, and New Jersey, where we serve, we are also
seeing a pickup. And I think the unique challenge there is the ac-
cess to resources. So would it not be great if a country, like the
United States, could have an on-demand model of servicing entre-
preneurs where the resources in high-density regions, urban cen-
ters, could be used anywhere in the country, rural or other places,
where they do not have the resources? So I think that is the next
challenge.

Chairman CHABOT. The gentleman’s time is expired.

The gentleman from Pennsylvania, Mr. Evans.

Have I been given the wrong thing? Our bad.

Ms. Chu is next? Okay, the gentlelady from California. We apolo-
gize. Ms. Chu is recognized for 5 minutes.

Ms. CHU. Dr. Tang, my district of Pasadena, California, is brim-
ming with entrepreneurial innovation and creativity. The combina-
tion of technical education institutions, like Caltech, innovative
companies, and entrepreneurs has created a startup innovation Eco
Lab in the district. A cornerstone of that is Idea Lab, which is one
of the longest-running technology incubators in the country. Since
1996, Idea Lab has created over 150 companies with more than 45
IPOs and acquisitions, including successful companies like
codeSpark and eSolar.

So Mr. Tang, could you tell me what makes a startup a better
candidate for an accelerator or a better candidate for an incubator
like Idea Lab or, for that matter, for an angel investor?

Mr. TANG. Yes. Congresswoman, I first of all recognize the suc-
cess of the companies and the resources in your district. I think
each one of those situations, incubator, accelerator, and just other
general support programs, really depends on the availability of cap-
ital for those programs. So entrepreneurs are very adept in adapt-
ing their business plan for the funding source.

I think that accelerators help when you want to accomplish a set
of goals in a shorter period of time. Incubation is a longer horizon.
There is probably less goal orientation. That is why typically com-
panies last a year or two within incubators.

So I think particularly in the high-tech areas, which obviously in-
stitutions like Caltech in your district, benefit well from accelera-
tors because they have a beginning, a middle, and end to them.

Ms. CHU. Are there ways in which the Federal or State and local
governments can successfully partner with the tech community,
like the one in my district, to encourage economic development?
Now, I know you talked about the SBA Growth Accelerator Fund
competition. Would you consider that a success? And I say that be-
cause that last time that was in operation was 2014. But are there
other ways in which we could have partnerships with government?

Mr. TANG. Yes. I think that the partnership with government is
essential. I think what you have heard from this panel is that
there is a market failure. The market failure is not enough folks
in underserved communities who want to become entrepreneurs
can become entrepreneurs, whether they are minorities or veterans
or women entrepreneurs. So government has a role here.

The other factor I think is that innovation has to be scalable
within the community. In other words, it does not do any good for
a local community to invest in innovation and have that company
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go elsewhere. So the place really does have to matter. There has
to be a rich ecosystem that supports those entrepreneurs with the
kind of connections they need. And I think the biggest connection
has to be with customers, first customers. So entrepreneurs need
to be able to sell in the local environment and have somebody buy
it so they can have referenceable clients and customers that are
close by. So there is a role for local, State, and Federal Govern-
ment, clearly.

Ms. CHU. And how would that partnership be made?

Mr. TANG. A great example is the Department of Commerce’s
EDA, regional innovation strategies, which look at the greater set
of resources in and around a company; the local, the State, and
Federal level, and integrate those together. So I think there has to
be a partnership between not only the public sector—State, local,
Federal—and the private industry as well to help these startups.

Ms. CHU. Okay. Mr. Redus, we know that women and minorities
are not participating in high-tech incubators and accelerators at
the same rate as their white male counterparts and, in fact, in
2012, women and minority-owned businesses represented respec-
tively only 14 percent and 19 percent of all businesses in the high-
tech sector. That is why the work of your accelerator is so signifi-
cant. And just last year you were able to work with minority busi-
nesses to generate $30 million in average annual revenue per-
formed and create over 250 new jobs. And you have an ambitious
goal to create 3,500 new jobs in the next 5 years.

Can you tell me what strategies do you use for attracting minor-
ity firms that are different from other accelerators?

Mr. REDUS. Thank you. One important distinction again is that
our accelerator by design does focus on existing companies that al-
ready have some base of size or scale. Typically, that means at
least a million dollars in annual revenue, and we scale them from
there, which in part speaks to our ability to put such a lofty job
creation number out there which we have done once already, be-
cause these companies are now the size and scale to be more at-
tractive to such strategies as acquisitions, being more relevant to
private equity funds, et cetera. So that is one piece.

The second piece of that as relates to just pure tech startup envi-
ronments, I would also just mention that part of the way we can
be more inclusive in that environment is looking at all the various
roles that are played in the typical ecosystem. So as important as
entrepreneurs are, there are angel investors, there are subject mat-
ter expertise. There are people that serve on boards of these emerg-
ing companies, the management of these emerging companies.
Every one of those roles is an opportunity for diverse engagement.
That will then start to create more organic inclusion in every eco-
system.

Chairman CHABOT. Thank you. The gentlelady’s time is ex-
pired.

The gentlelady from Puerto Rico, Ms. Gonzalez-Colon, is recog-
nized for 5 minutes. 3

Ms. GONZALEZ-COLON. Thank you, Mr. Chairman. And thank
you for having this panel here.

Mr. Tang, you speak about having opportunities for this Growth
Accelerator Fund as it was launched, awards in so many States, in-
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cluding Puerto Rico. And I would like to know what kind of award
was given in any specific case in the island and in the rest of the
States so we can have a specific kind of startups or accelerator
process you have got on the island.

Mr. TANG. Congresswoman, I am embarrassed to say I do not
know the specifics of the awards in Puerto Rico or really any of the
other awards., )

Ms. GONZALEZ-COLON. Can you give us a specific case, even
in the States, that we can use as an example?

Mr. TANG. Yes. Well, I provided two that I am very well aware
of from the awards that we receive from the SBA accelerator fund.
One was Phase 1 Ventures, which looks at long-horizon tech-
nologies. That is technology that takes a long time to develop,
mainly in the high-tech areas. And the other one is the digital
health accelerator, which takes more mature companies that are
looking for their first sale and to ramp up sales.

So I guess the point is that it does not matter the domain or the
vertical industry that the company resides in. What matters is that
they are facing a particular challenge, either scaling technology or
tying technological risk, or scaling up sales. So those are the fun-
damentals. | .

Ms. GONZALEZ-COLON. You said in your statement that you
were like an intermediary in the Science Center. Why do you say
that?

Mr. TANG. Yes. So this has to do with, I think, the market inef-
ficiency between ideas in the marketplace. And that is, in our
world it is typical that academic researchers create the ideas, but
academic researchers culturally are not business people. And so to
try to match and bridge that gap between the idea people and the
business people is why innovation intermediaries like the Univer-
sity City Science Center exist. So you are always going to have that
sort of cultural dissidence, and the lack of skills to convert the
technology into the marketplace, and that is why organizations like
us exist. . .

Ms. GONZALEZ-COLON. And my question then will be is there
always any kind of relationship between the State, at the agencies,
the Department of Commerce, SBA, the universities, each State or-
ganization, and the accelerators?

Mr. TANG. Well, I think it is very common for there to be an
economic development role, and that can be local, State, or Federal.
And different organizations exist on different funding streams. The
Science Center has been around so long, 54 years, that we do not
rely primarily on government funding, and it makes very efficient
use of the funds. But I do think that because there is so much at
stake in developing jobs locally, that is why you see the involve-
ment at the State and the local level.

Ms. GONZALEZ-COLON. Thank you.

Mr. Redus, you said that there is small business accelerator.
What is the number of complaints that you hear for these small
businesses?

Mr. REDUS. Number of complaints?

Ms. GONZALEZ-COLON. If you heard?

Mr. REDUS. We do not really get complaints, if you will.
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Ms. GONZALEZ-COLON. There are no complaints? But the
thing is

Mr. REDUS. There is more around what are the opportunities as
relates to how do we, one, get more access to capital, of course, ca-
pacity building? So they are really just looking at where are the
barriers that we need to address? So we really focus on those two
issues in partjcular, capital readiness and capacity readiness.

Ms. GONZALEZ-COLON. So there is no complaining about regu-
lation?

Mr. REDUS. Certainly, as it relates to doing business with the
Federal Government. There is certainly an opportunity for growth
at both the State and Federal level. There is always more of that
that could be done. So that is a terrific opportunity for partnering
to be sure. )

Ms. GONZALEZ-COLON. Yeah, I am asking because I would
like to know about the differences between the jurisdictions in each
State regarding this kind of opportunity between the accelerator
version and small businesses, if each State is managing this dif-
ferently to improve their economy, to improve those startups, to see
if that kind of relationship between those universities and accelera-
tors may improve that to happen as they did in California, of
course, and to use that as an example.

And as this Committee is trying to improve that kind of environ-
ment, to try to use this and use that success story, what kind of
a specific recommendation you may bring to us today to amend or
recommend specific legislation today. Do you have any?

Mr. REDUS. I would recommend, there are opportunities, cer-
tainly, to incentivize greater engagement as it relates to what has
now been a proliferation of accelerators across the country. Many
organizations’ accelerators now go to their State and Federal part-
ners to fund these operations. And so when you look at what the
ecosystem has become as relates to the various roles that I played,
angel investors, subject matter expertise, and C-level management,
if every one of the roles was more inclusive, you would start to
have more organic inclusion in these ecosystems. Angel investors is
a great example because typically angel investors will bring a net-
work with them. If we had more women and minority angel inves-
tors, and they certainly meet the requisite criteria of an accredited
investor from an income standpoint, well standpoint, but they are
not being engaged as much as they should be. So that in and of
itself is an opportunity to incentivize that sort of activity as folks
approach for grants, start having more of the kind of metrics
around the broader roles, of engagement.

Ms. GONZALEZ-COLON. Thank you, sir.

Chairman CHABOT. Thank you. The gentlelady’s time is ex-
pired.

The gentleman from Pennsylvania, Mr. Evans, who is the rank-
ing member of the Subcommittee on Economic Growth, Tax, and
Capital Access, is recognized for 5 minutes.

Mr. EVANS. Thank you, Mr. Chairman.

The question I would like to start off to all of you is what could
the accelerator model do better? That is a question I want to ask
each one. What could the accelerator model do better? And go down
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};_he line and give me some feedback on that, whoever wants to start
rst.

Mr. TANG. Congressman, I think first and foremost, it has to be
we have to target companies that are successful where they are
funded. In other words, we have to make sure that they have not
only a good idea and a good business plan and a good team, but
they have something to contribute and connect them to the commu-
nity. I think that will help in many ways. Job creation and keeping
jobs where they are funded are helpful as well.

Ms. RODZ. Accelerators certainly can utilize the very tools that
we are encouraging the businesses that we work with to use. We
are very focused on integrating technology into our platform in
order to gain a more robust view of the individual founders that
we are working with to better connect them to the broader re-
sources available in the startup ecosystem, to reach far beyond
what we know and the resources that we are aware of, and to start
to partner with other accelerators and resources in the community,
with government institutions and corporations, to understand all
the initiatives and outreach that they have and the resources they
have access to, to start to tie all those together, something that we
are very focused on at Circular Board.

Mr. REDUS. One of the opportunities to get better, as much as
this is already a focus, it can still be more so, and that is con-
tinuing to build bridges. When I think about the general nature of
accelerators who connect the disconnected from resources, particu-
larly as it relates to investors, key customers, et cetera, there is al-
ways more work to be done to really help entrepreneurs who are
disconnected from those environments to, one, go deep with respect
to readiness for those environments. And then after that readiness
has been addressed, then further the connectivity to the actual re-
sources that so many entrepreneurs are still disconnected from.

Ms. MARCELLO. I would just add that the outputs of an accel-
erator are only going to be as good as the inputs. And as all of us
running accelerators can tell you, it is our responsibility to make
sure that our entrepreneurs are considering which accelerator pro-
gram might be right for them. The growth of accelerator programs
means that entrepreneurs do have some options in terms of going
to an accelerator that focuses on their industry or their geography,
or a different system that they want to be a part of. And their suc-
cess can be contingent on making that selection. So I think we
have a role to play in guiding them along those lines so that they
can leverage the ecosystem that is best for them.

Mr. EVANS. I want to follow up on the questions the ranking
member asked. Ms. Rodz, you said, how can we best market the
availability of accelerators to women?

Ms. RODZ. One of the big problems is that women are not cur-
rently integrated into the startup ecosystem, and a lot of the mar-
keting initiatives and outreach programs are looking at current
programs. What we have really focused on and why we have been
able to engage so many women from so many different areas is
looking at places outside of the entrepreneurial resources that
exist, looking at women’s chambers of commerce, looking at social
organizations, looking at moms’ groups and people that are inno-
vating across the country in very different ways, but really are not
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aware of all of the entrepreneurial resources that exist. And so I
think it is important to get beyond what we know to start to really
utilize the media. We have had incredible partnerships with the
media and have been able to be recognized in, you know, major
outlets in order to get exposure. Something that we are very fo-
cused on is how do we start to integrate more women and pull
them into the ecosystem.

Mr. EVANS. Dr. Tang, obviously, I am a little biased since that
is where I am from, Philadelphia, but what has made accelerators
in Philadelphia so successful?

Mr. TANG. Congressman, you know, we have great assets in
higher education and the medical arts in Philadelphia. And so
what we do is try to make good companies out of good science. And
so I think, as Starr mentioned, the inputs are very important. So
I think the secret sauce in Philadelphia is we are at a good starting
place in terms of intellectual capital, intellectual property, and tal-
ent, to begin with. It is then about converting that into something
that is commercially viable, something that people want to buy.
And I think that is, right now, what we are working on is that con-
version from very good inputs to very good outputs.

Mr. EVANS. I yield back the balance of my time. Thank you, Mr.
Chairman.

Chairman CHABOT. Thank you very much. The gentleman
yields back.

The gentlelady from North Carolina, Ms. Adams, who is the
ranking member of the Subcommittee on Investigations, Oversight,
and Regulations, is recognized for 5 minutes.

Ms. ADAMS. Thank you, Mr. Chair and Ranking Member
Velazquez, for hosting the meeting today. And I want to thank all
the witnesses for your testimony.

Charlotte, North Carolina, is honored to be home to a few accel-
erators, and these accelerators are critical to innovation and job
creation.

Dr. Tang, I have spoken to a number of folks in my district who
are concerned about the lack of a skilled workforce, especially in
the STEM fields. So how is your center involved in working to fill
this gap and how does it build on your work with entrepreneurs?

Mr. TANG. Yes. Thank you for the question, Congresswoman.

The University City Science Center is located literally at the
fault line between the haves and have-nots in Philadelphia. We
have great anchor institutions, like University of Pennsylvania,
Children’s Hospital of Philadelphia, Drexel University, and yet to
our northern border of the Science Center, we have Mantua and
Powelton Village, which are part of a Federal Promise Zone. So
what we are trying to do is create more access and inclusion in the
programs that we have, beginning with middle school and high
school students.

And the real magic to what we are doing in a program called
First-Hand is to create opportunities for these school children to be
mentored by not only scientists, but by entrepreneurs. That is sci-
entists, entrepreneurs who are founding companies, who are cre-
ating their own dreams with the benefit of accelerators and incuba-
tors and the like. So it is infusing young people with the possibili-
ties of innovation and entrepreneurship at an early age. From
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there, what we try to do is create opportunities for developing
adults into skilled workers that can be working for these high-
growth companies.

So our job, if you will, in Philadelphia, is to create good-paying,
high-growth jobs in high-growth companies in high-growth indus-
tries. I think if we can do that we will create a lot more inclusion
of the surrounding community.

Ms. ADAMS. Thank you.

Charlotte-Mecklenburg faces a number of barriers to economic
opportunity and economic mobility. Ms. Marcello, can you elaborate
on in what ways do accelerators, either directly or indirectly, pro-
mote this type of high-quality job creation?

Ms. MARCELLO. Yes. Accelerators, you know, do provide this
new path for high-quality job creation in that a program like the
New Venture Challenge is going through a tiered process by which
we are looking at how these companies can be most viable and cre-
ate a high number of jobs.

So I mentioned the New Venture Challenge, a lot of the compa-
nies that come out are small, but they have growth potential. And
part of what we are evaluating as we go through and look at these
companies is whether they are scalable and how big of an impact
can they have not only on Chicago and our region, but throughout
the country, and maybe throughout the world. And so as we look
at the business ideas and the entrepreneurs and the skill sets and
the resources that they need, we look at that with the growth strat-
egy in mind hoping that a real impact will result from that.

Ms. ADAMS. Thank you. Thank you very much.

Mr. Redus, thank you, first of all, for your important work with
Minority Business Accelerator. Many incubators and accelerators
are located in high-income, less diverse communities. So do you
think encouraging these centers to form in urban areas might in-
crease diversity? And how can we support more minority entre-
preneurs?

Mr. REDUS. Thank you, Congresswoman. Yes. In fact, I would
wholeheartedly support that. There are some examples across the
country where there are incubators and accelerators directly in the
urban core, and it absolutely makes a difference. One of the bar-
riers, of course, is connectivity; often transportation and various
other barriers. So the short answer is, yes, it absolutely can make
a difference. And I think working with our various business lead-
ers, government leaders, higher education, et cetera, to specifically
craft strategies around that, and looking at the economic lift of
doing so. So often we have to first kind of create, based on that
particular geography and the level of folks that are disconnected,
if connected, if now part of an equity equation, what is the eco-
nomic upside of that? And that certainly drives investment in the
urban core.

Ms. ADAMS. Thank you very much. Mr. Chair, I yield back. My
time is up.

Chairman CHABOT. The gentlelady yields back. Thank you.

The gentleman from Florida, Mr. Lawson, the ranking member
of the Subcommittee on Health and Technology, is recognized for
5 minutes.

Mr. LAWSON. Thank you very much, Mr. Chairman.
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Dr. Tang, can you discuss how innovation and technology have
impacted the growth of accelerators?

Mr. TANG. I think technology has really enabled many accelera-
tors. Carolyn spoke of her accelerator being virtual. I think that is
something that could not happen without the role of technology. So
technology both enables these accelerators to do their work in an
efficient manner, information technology, the technology itself that
these companies are basing their ideas on. So having good starting
points with sound science is actually very key to what we are doing
with accelerators.

Mr. LAWSON. Okay, thank you. And can you also describe what
accelerators will evolve into over the next 10 years?

Mr. TANG. I am not an expert at predicting the future, but I
would say that more and more, as success of the accelerators is bet-
ter known, they will become more successful, and I think evolve in
their own right to the point where you can connect people, regard-
less of where they reside, to valuable resources and expertise that
they could not get if they walked down the street. So to me, it is
an on-demand model where the best advice gets to the best idea
and the best entrepreneur at exactly the right time.

Mr. LAWSON. And one other question is how has the global
market been affected by the growth of accelerators?

Mr. TANG. Well, the global market, I think, is both enabled and
caused by the technology. So it is very possible to have teams that
exist around the world. And, in fact, in the world of information
technology, have software development that happens around the
clock. So that consecutiveness across the globe enables better in-
vention and ideas and enables better commercial success.

Mr. LAWSON. And anyone can respond to this. I think about 2
weeks ago when a panel was here they stated that the fastest-
growing small business was minority women-owned businesses.
You know, from the standpoint, how does accelerators enhance that
opportunity for them to bring about more job growth?

Ms. RODZ. I think ultimately it boils down to accessibility. The
more accelerators we have and the more focus each of those accel-
erators has, it opens up opportunities for all of these groups. I
think across the board, I am going to guess that everyone on this
panel is in favor of inclusive entrepreneurship. I think it is some-
thing that we all want and believe in, and I think the more we can
create these opportunities, the more inclusive it is going to result.

Mr. REDUS. I would just like to add to that just briefly that cer-
tainly, the number of women and minority entrepreneurs has in-
creased the number of new businesses. It is also a question of what
type of businesses are they? Higher potential, scalable businesses,
et cetera. And so part of the additional challenge is making sure
that as the numbers improve in terms of just pure number of entre-
preneurs, what are the industries? What are the growth models?

We still have a ton of work to do to drive more larger-scale, high-
potential women and minority firms, so that the actual numbers of
new business starts is absolutely improving, but the types of busi-
nesses need to be further examined.

Mr. LAWSON. You know, every time I have the opportunity to
ask this $10 million question, you all have given extraordinary tes-
timony. What can this Committee do to help enhance the oppor-
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tunity for more accelerators, more people having access to capital,
and so forth as they work on issues here in the Small Business
Committee?

Mr. REDUS. I will start. One of the things that I think is crit-
ical, and I mentioned this to some degree, but every Federal initia-
tive by and large in the past around access to capital, particularly
for minority entrepreneurs, has been around access to debt capital.
And so you drive a certain mindset. There is a very different way
of thinking around debt versus equity. And so a specific and inten-
tional focus on driving more discussion and issues and activities
around equity capital, because it drives a growth mindset, whether
you are a tech company or not, just the ability to think bigger
about your opportunity will attract equity capital. But that is a
very different way of thinking that still has to go a lot further as
relates to minority entrepreneurs.

Mr. LAWSON. Anyone else care to comment?

Mr. TANG. Congressman, that is a very big question. I think
that we need more of an entrepreneurial mindset in our economy,
beginning with young people and the people that are making their
way through college and into the work environment. Obviously,
they need incentives. I think there can be better incentives, tax in-
centives to start businesses and for communities to support busi-
nesses. But I also look at the overhang of student loan debt as pre-
venting young people from going into entrepreneurial pathways.
There is such a focus on getting a job and paying down the debt
that they are unlikely, I think, to be entrepreneurs. And so I am
c}(;ncelr('ined about the pipeline of entrepreneurs from the young to
the old.

Mr. LAWSON. Mr. Chairman, I know just before I yield back—
I have to yield back—that is a big issue with me. I have a lot of
university students in my area back in Florida, and one of the
things that they talk about all the time is they hope that we can
do something from the standpoint to encourage them. So I really
wish I had more time with Dr. Tang. But anyway, I yield back. I
certainly hope it comes back up again in the Committee.

Chairman CHABOT. We appreciate the gentleman raising that
very important issue. Thank you. And it is something that let us
carry on further discussions about it.

I want to thank our very distinguished panel. I think you all did
a great job here today, and thank you for celebrating National
Small Business Week with us. This Committee likes to find out
what is working, what is maybe not working, and emphasize what
is working, and business accelerators are a part of the small busi-
ness world which we think merits a lot more activity and encour-
agement by the Federal Government, which oftentimes means do
not mess it up for you. And we will try not to. And we will work
together in a bipartisan manner not to do that and to try to encour-
age what does succeed.

So thank you all for shedding a lot more information on the Com-
mittee members that were here today.

And T would ask unanimous consent that members have 5 legis-
lativei1 days to submit statements and supporting materials for the
record.

Without objection, so ordered.
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And if there is no further business to come before the Committee,
we are adjourned. Thank you very much.
[Whereupon, at 12:30 p.m., the Committee was adjourned.]
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May 1, 2017

Thank you Chairman Chabot, Ranking Member Velazquez, and members of the
Committee for having me this morning.

My name is Starr Marcello. | am the Executive Director at the Polsky Center for
Entrepreneurship and Innovation at the University of Chicago. The Polsky Center drives
the creation of new businesses at the University and on Chicago’s South Side. We teach
entrepreneurship courses, we commercialize facully technology, we run a 34,000 square
foot incubator, and we offer numerous programs to support and mentor those on their
entrepreneurial journey.

| am speaking to you today about our capstone program and accelerator, the Edward L.
Kaplan, '71, New Venture Challenge (NVC) [1]. The NVC has been recognized as a top-
ranked university accelerator in the country for the past two years by the Seed
Accelerator Rankings Project [2].

Now in its 21 year, the NVC has helped launch more than 160 start-up companies still
in business today. NVC companies have raised over $600M in venture capital funding,
and have created more than $4B in value for investors through mergers and exits. We
have two national brands in our portfolio, Grubhub and Braintree / Venmo, as well as
emerging national brand Simple Mills. Grubhub, an online food delivery service,
completed the New Venture Challenge in 2006, merged with its biggest competitor
Seamless in 2013, and IPO’ed in 2014. The company is now valued above $3B. The
NVC also helped launch Braintree, a payment processing company, which was acquired
by PayPal in 2013 for $800 million. Those under the age of 30 may know Braintree for
one of its own acquisitions, Venmo, which enables friends to send money to one
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another, By most recent count, Grubhub and Braintree alone have created 1,000 new
jobs in Chicago and nearly 2,000 new jobs nationally.

The NVC’s success can be attributed to its unique structure and the environment in
which it operates. As a leading research university in the third-largest city in the U.S, the
University of Chicago is an intellectual destination for the most innovative minds in the
world. The reputation of the University, its Booth School of Business, and increasingly,
the New Venture Challenge, draws creative, entrepreneurial talent to us. Getting top
people into the accelerator is the first step in getting successful businesses to emerge
from the program.

The New Venture Challenge is structured as a year-long, tiered selection process, which
coincides with the academic year. Phase one focuses on team formation, phase two on

business model development, and phase three on communicating the vision to potential
investors. The program is competitive, with the number of teams reduced at each phase
to enable those most viable to participate in the final “Demo Day”.

Phase one of the program begins when students arrive on campus in autumn. We spend
several months working with potential applicants on team formation and opportunity
identification. We create connections among many constituents of our University and
community, from scientists to MBA students. Eligibility requires just one current student.

The others can be friends, family members, colieagues, or acquaintances.

We use our NSF-funded I-Corps program [3] to encourage these teams to better
understand their potential customers and to understand how their business idea will
solve a real problem. The staff and faculty at the Polsky Center spend time mentoring
aspiring teams one on one. In early February, the hard work of this exploration phase
resuits in 80 to 100 applications to the New Venture Challenge.

L.JLSKY
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Of these, only 30 teams will be selected into phase two. In this phase, the entrepreneurs
are enrolled in our New Venture Creation course, and spend 10 weeks testing and
articulating their business model in front of faculty and members of the business
community. The feedback they get is highly critical, but also constructive. More than 100
mentors and three fuil-time coaches participate in this phase, providing robust expertise,
industry knowledge, and support to the teams. Our founders are working as hard — and
as fast — as possible to show progress. They are building minimum viable products,
launching pilots, and refining their value proposition. The deadlines create urgency. The

urgency creates focus.

Based on their success in phase two, 10 of the 30 teams are selected to compete in
phase three — the NVC Finals, our Shark Tank-style pitch competition. The incentives to
reach this last stage are substantial. The finalists pitch to top-level investors and
entrepreneurs who fly in from around the nation. We award a $500K prize package,
which includes direct seed funding from the University and from local VCs, as well as pro
bono legal support, design services, office space and more.

Our portfolio of 160 companies includes many small businesses of 50 or fewer
employees. However, the businesses are designed with growth in mind. When the NVC
ends, the hard work of scaling these companies continues. The Polsky Center continues

" to provide mentorship, connections to capital, and workshops for these growth-stage
entrepreneurs. We help them understand how to increase sales and how to hire and fire
while maintaining an entrepreneurial culture.

During the last decade, we have also grown the NVC platform to support our global MBA
students in Hong Kong, London, and the Americas, our undergraduates, and those who
are focusing on social impact ventures. We also enable many of our local community
entrepreneurs to leverage the resources that have been created as a result of the NVC.

P./LSKY



~///,i(7

////

P/

32

Every entrepreneur | have worked with — hundreds over my 12 years at the Polsky
Center — has been driven to create value in the world. To solve a problem people are
faced with, and to find ways of making people’s lives better. Whether someone is a
founder of a small business or a founder of a high-growth venture, these entrepreneurs
are dedicating everything they have in pursuit of their dreams. It is an honor to do the
work { do every day — to support these founder’s ambitions, and to see the effects not
only on Chicago, but throughout the world. Thank you.

Starr Marcello

Executive Director

Polsky Center for Entrepreneurship and Innovation
University of Chicago

5807 S. Woodlawn Ave., Suite 207

Chicago, IL 60637

marcello@uchicago.edu

polsky.uchicago.edu

[1] Visit the Edward L. Kaplan, '71, New Venture Challenge (NVC) website at: www.chicagonve.com.
[2] To learn more about the Seed Accelerator Rankings Project (SARP), visit: www.seedrankings.com.

3] More information about the Polsky Center I-Corps program, which is supported with funding from the
National Science Foundation Innovation Corps (I-Corps™), is available at: jcorps.uchicago.edu.
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Good morning. Chairman Chabot, Ranking Member Velazquez,
and distinguished Members of the Committee, thank you for the
opportunity to speak with you today. My name is Darrin Redus,
and I serve as Vice President of the Cincinnati USA Regional
Chamber, and Executive Director of the Minority Business Accel-
erator, an initiative of the Cincinnati Chamber.

The Cincinnati USA Regional Chamber is one of the nation’s
largest Chambers, representing the interests of nearly 4,000 mem-
ber businesses in a 15 county region across three states—south-
western Ohio, northern Kentucky, and southwestern Indiana. It is
the purpose of the Chamber to grow the vibrancy and economic
prosperity of our region. The Chamber works to accomplish this
goal by being inclusive and regional in all that we do, and by lead-
ing with a bold voice for business, expanding the talent base and
harnessing the power of the region’s unique offerings.

On behalf of the Chamber and its member businesses and con-
stituents I'd like to first thank the committee for holding this hear-
ing as small businesses are certainly the beating heart of our com-
munity as they are for communities across the country.

This is also a very personal topic for me individually as I have
now served for the better part of 29 years in any of a number of
capacities in support of small businesses—be that as a commercial
banker and financial services executive for 16 years, an entre-
preneur myself and founder of 3 different startups, as well as an
investor, consultant and economic development professional over
the most recent 12 years in supporting small business and entre-
preneurial ecosystems nationwide.

I’'ve had the good fortune of being directly in the center of today’s
topic having been on the leadership team of one of the country’s
first wave of tech accelerators in 2006, and then serving as a con-
sultant in various capacities as incubators and accelerators have
literally exploded over the past 10 years with now hundreds of such
organizations around the world. Evidence of the explosion can be
found in the SBA’s Growth Accelerator Competition which took in
832 applications from accelerators nationwide in 2014, up from less
than 10 such organizations on record in 2005.1

At their core, the very nature of accelerators—as the name im-
plies—is to accelerate the growth and development of promising
business enterprises by engaging in an intensive and comprehen-
sive set of business development and mentoring activities that,
without the intervention and guidance of such resources, would sig-
nificantly lengthen the growth process, if it would happen at all.
This has certainly been the case for states such as Ohio that just
less the 10 years ago were considered “fly over states” by the ven-
ture capital community—denoting the historical tendency of ven-
ture capital firms to primarily focus on the east or west coasts for
qualified deal flow and investment activity and “fly over” states
such as Ohio. Whereby today our state is experiencing a vibrant
and robust investment climate with national VCs directly tied to

12014 Growth Accelerator Competition Quarterly Metrics and Results as of 1/31/15, prepared
by SBA Office of Investment & Innovation in February, 2015
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the great work of our statewide network of incubators and accelera-
tors that comprise our entrepreneurial ecosystem. In fact, since
2006 over 330 early-stage companies across Ohio have received
over $1.6 billion in follow-on equity capital from regional and na-
tional VCs.2

Whether it’s helping entrepreneurs with product development,
gaining traction with early client sales, facilitating key relation-
ships with industry experts and subject matter expertise, or any of
a number of critical milestones designed to expedite the investor
and market readiness of a promising business, the early returns of
accelerators over the past 10 years certainly speak to their overall
importance as a significant catalyst to our nation’s economy.

And while the economic benefits and significant contributions of
accelerators have certainly been impressive, there remain segments
of our population, particularly many ethnic minority groups, that
remain largely disconnected from many of these critical resources.

The Cincinnati USA Regional Chamber’s Minority Business Ac-
celerator (the “Accelerator”) has been its premier minority business
and inclusion program for over a decade—specifically targeting Af-
rican American and Hispanic populations that unfortunately con-
tinue to lag behind from an economic standpoint. In fact research
by the Pew Research Center released in the past two years indi-
cates that economic disparities have actually widened for these two
populations, now representing the largest gap in wealth and other
key economic indicators in the past 25 years. This is especially
troubling for our nation as a whole as ethnic minority populations
are expected to represent over half of the nation’s population over
the next 20 years, and such continuing economic disparities threat-
ens the entire economic vibrancy and overall competitiveness of the
nation.

Since its inception in 2003, Cincinnati’s Minority Business Accel-
erator has specifically sought to address these negative trends.
Today our Minority Business Accelerator is recognized as a na-
tional best practice by such organizations as The Surdna Founda-
tion and the Association of Chamber of Commerce Executives, and
consists of 35 larger scale African American and Hispanic firms
that collectively generate just over $1 billion in aggregate annual
revenues, and have created over 3,500 jobs in the region since the
program’s inception. The Accelerator’s approach focuses on pre-
paring high potential minority firms for larger scale business op-
portunities with corporate and institutional buyers through an in-
tensive process of capacity building, capital readiness, and strategic
growth 1initiatives. The Accelerator further collaborates with over
40 major corporations (referred to as our Goal Setters) that work
intentionally and strategically to conduct greater levels of business
with minority firms that demonstrate the capacity and capability
to scale. Over the most recent year, clients of the Accelerator have
continued to demonstrate strong results as evidenced by:

e $30 million Average Annual Revenue per firm
e 249% Average Year over Year Revenue Growth

2(Qhio Third Frontier Commission Meeting published on 3/29/17.
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e Over 250 new jobs created

Moreover, the Accelerator also manages a $2 million loan fund
called the L. Ross Love GrowthBridge Fund, which was created in
2013 to further address the shortfall of financial capital for growth-
oriented minority firms.

And while we are certainly proud of our efforts to date, much
more work remains. Our new strategic plan, just launched in Sep-
tember of 2016, calls for the creation of an additional 3,500 new
jobs in the region over the next 5 years, and an additional $1 bil-
lion in aggregate annual revenue growth across the portfolio of mi-
nority firms assisted by the Accelerator.

The specific strategy to be deployed to accomplish this objective
consists of leveraging more “mainstream” business growth strate-
gies such as mergers and acquisitions, joint ventures, strategic
partnering, exporting, and partnering with private equity investors,
to name a few. An even greater commitment from our corporate
Goal Setter partners to further diversify their respective and collec-
tive supply chains will also be a cornerstone of our anticipate re-
sults going forward.

As large corporations and other institutional buyers increasingly
operate in a global marketplace, minority-owned enterprises and
small businesses as a whole, must continue to expand their capac-
ity and scale to remain viable strategic partners for these larger in-
stitutional clients. This will in part be accomplished through a
greater focus on risked-based equity capital, and the encourage-
ment of higher growth enterprises that this form of capital sup-
ports. A continuing over-dependence on debt capital with minimal
equity (as has been well-documented for minority firms), and fail-
ing to adopt more mainstream business growth strategies such as
the aforementioned approaches of joint ventures and acquisitions,
will continue to threaten the longer term competitiveness of minor-
ity firms and ultimately the nation as a whole.

In closing, a rising body of evidence as further detailed in studies
by the Harvard Business Review, the Kauffman Foundation and
various others, reveals a significant contribution to our nation’s
economy spurred on by the accelerator model. Much more work re-
mains however to further insure that this good work is not lost on
various segments of our population. As ethnic minority groups be-
come an even greater percentage of the total U.S. population, re-
versing the negative trends tied to widening economic disparities
must become a critical component of the nation’s economic agenda
to ensure that all of America’s citizens are contributing to economic
output.

Again, thank you for this opportunity and I'm happy to take any
questions that you have.
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Good afternoon. My name is Carolyn Rodz, Founder of Circular
Board, a virtual accelerator for high-growth female founders. I am
here today to advocate on behalf of our nation’s leading innovators,
entrepreneurs and influencers, and specifically for one of the larg-
est untapped economic and social opportunities in our country:
women entrepreneurs. If women and men participated equally in
the entrepreneurial ecosystem, the United States’ GDP could rise
by $30 billion. Yet in spite of this, less than 5% of venture capital
goes to female founders, and when we start to look at minorities,
the numbers are significantly lower.

The current startup ecosystem is built upon a process that fun-
nels information from a small group of people, predominantly white
males in Silicon Valley and other dense startup cities, to their per-
sonnel social networks and trusted colleagues. When you consider
that venture capitalists invested $58.2 billion in companies with
all-male founders in 2016, and just $1.46 billion in all female
teams, in spite of the fact that all-women and diverse leadership
teams provide stronger financial returns, it becomes apparent that
our system for funneling capital into companies solely based on fi-
nancial opportunity is flawed. In 2016, 5,839 male-founded compa-
nies got venture capital funding, compared to just 359 female-
founded companies—in other words, companies run by men got
more than 16 times more funding than companies run by women.

And to think: 2016 was a good year, with women-led companies
making up 4.95% of all venture capital deals in 2016, the highest
percentage over the past decade, and representing just 2.19% of
dollars invested.

Which brings me to the rationale for the startup accelerator,
which is, at its core, an advocacy group for founders with the inten-
tion of connecting them with the experts, investors, media and
processes surrounding the art of the startup. Think of the accel-
erator as a liaison between a founder, who likely knows much
about how to operate their business and succeed within their in-
dustry, but often little about how to raise capital, get covered by
the media, build support within their local community and get the
endorsement of the most influential minds in the startup eco-
system.

At Circular Board, our most important job is to understand the
innovation landscape, so that we can share this expertise with our
founders, who are heads down building businesses that are impact-
ing the world around us, creating jobs, and driving our economy
forward. It is our responsibility, as their guides, to ensure that
their time is spent wisely, that their business models will resonate
with potential funders, and that, most importantly, they gain a
voice within the relatively small, and relatively homongenous,
startup world.

At Circular Board, we lead companies through a 12-week, 100%
virtual accelerator that attracts founders from places like Lake
Oswego, Oregon, or El Paso, Texas, and connects them with the in-
tellectual capital that resides nationwide. When these founders are
armed with a network of experts, introduced to early stage inves-
tors, and supported by a community of unique perspectives and
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varied experiences, they are better prepared to overcome the dis-
mal statistics that currently define female founders. Take Suuchi
Ramesh, for example, an Indian immigrant in New Jersey who has
created nearly 50 jobs for women on welfare and generated over $1
mm in revenues in her first 18 months of business. Or Adrianne
Weir of Medolac, who has reduced pre-term infant mortality rates
by over 50% through fortified human breast milk, and is currently
raising her Series C with an estimated valuation of $45 million.
Overall, Circular Board founders have raised over $26 million in
funding, and have created over 162 jobs. Overwhelmingly, our
founders cite the relationships they built as the turning points
within their respective businesses.

It is true, that accelerators are popping up all over the country,
but what is important to recognize is that each of those accelera-
tors tackles a unique segment of founders, from industry verticals
to marginalized audiences to impact centered hubs, attracting ex-
pertise that can support the specific problems facing these groups
of founders. Accelerators like Circular Board bring more than
mentorship, they bring energy to the startup landscape, forging
connections and bridging the gap between enterprise, government,
foundations and more. They are a loud, organized and consistent
voice for founders, and a pipeline for opportunities presented by or-
ganizations like the Small Business Administration, Kauffman
Foundation, Case Foundation and more.

Through our five cohorts, we've learned that resource
connectivity is the greatest value we can provide to a founder,
which is why we are pouring all of our resources into building a
global artificial intelligence platform that will support women at all
stages of growth, and connect them to the tools, experts, content
and events relevant to their real-time needs and unique company
profile. There is an incredible demand for startup accelerators, and
it is our mission at Circular Board to avail every entrepreneur, re-
gardless of gender, ethnicity, geography, capital resources or cul-
tural constraint, the opportunity to engage the right support to
scale their business, all with the end goal of solving our world’s
most pressing problems and creating sustainable, meaningful im-
pact.

I urge each of you today to actively engage with accelerators in
need of your expertise. As policymakers, there are significant op-
portunities to support these accelerators, not only through govern-
ment funded programs like the SBA’s Small Business Growth Ac-
celerator Fund, which we are grateful to be recipients of, but also
by supporting trade agreements that open new markets for busi-
nesses of all sizes, streamlining the process of registering busi-
nesses and applying for government resources, particularly when
working with strategic offices such as the Patent & Trademark Of-
fice, the Department of Commerce, the Small Business Administra-
tion and the Federal Drug Administration, and enabling access to
broadband in all parts of our country.

Engaging with accelerators will allow you to better understand
how founders are supporting our country through innovation and
economic development, and to see for yourself how the accelerator
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is a model not only promoting business success, but also national
leadership and economic prosperity. I thank you for taking the time
today to put a spotlight on what I believe to be one of the greatest
economic opportunities of our time.



40

science
center

Dr. Stephen S. Tang
President and CEO
University City Science Center
Before the
Committee on Small Business of the
United States House of Representatives
Empowering Small Businesses: The Accelerator Model
May 3, 2017



41

Chairman Chabot, Ranking Member Velazquez, and Members of
the Committee, thank you for this opportunity to testify regarding
small businesses and the accelerator model, and to help you recog-
nize and celebrate our nation’s legacy of entrepreneurial success.

I'm Steve Tang, President and CEO of the University City
Science Center in Philadelphia. It’s an honor to join my distin-
guished colleagues on today’s panel.

I'd like to express my strong support for Federal programs—such
as the SBA’s Growth Accelerator Fund—that encourage and facili-
tate entrepreneurship.

I have an extensive background in science, business and entre-
preneurship, and a first-hand understanding of the power and po-
tential of technology commercialization. I've led a company through
venture funding and an initial public offering, and served as a sen-
ior executive with a large life sciences company as it acquired and
integrated smaller companies.

Last September I was re-appointed to the Department of Com-
merce’s National Advisory Council on Innovation and Entrepre-
neurship (or NACIE), and I have the privilege of serving as NACIE
co-chair through 2018. NACIE reports to Commerce Secretary
Ross, and is charged with identifying and recommending solutions
to issues critical to driving the innovation economy, including ena-
bling entrepreneurs and firms to successfully access and develop a
skilled, globally competitive workforce.

My organization, the University City Science Center, has been a
key driver of growth and a source of stability for the Greater Phila-
delphia region’s life sciences and technology sectors since its found-
ing in 1963 as the nation’s first and largest urban research park.
Today we are a dynamic hub for innovation, entrepreneurship and
technology development, offering business incubation, acceleration
and other programs that provide support for firms at all stages of
the business life cycle.

At the Science Center, we cultivate and expand the possibilities
that open up when research moves out of the lab and into the mar-
ketplace. Over the past 54 years, 442 companies have receive incu-
bation and acceleration services from the Science Center. Today,
155 of those 442 firms are located in Greater Philadelphia and ac-
count for 40,000 direct and indirect jobs—or one out of every 100
jobs in the region. And these 40,000 jobs drive $13 billion in eco-
nomic activity each year—more than 2% of the region’s total eco-
nomic output.

To date, our biggest success story is Centocor, now known as
Janssen Biotech, a division of Johnson & Johnson. Centocor was
founded in 1979 with a vision of developing monoclonal antibodies
as a new paradigm to treat diseases such as rheumatoid arthritis.
Today, Remicade is the biggest product in the J&J portfolio, with
annual U.S. sales of $5 billion. Another Science Center resident
company, Spark Therapeutics, is developing gene therapies that
are showing early, promising results for treating childhood blind-
ness and potentially other conditions such as hematologic disorders
and neurodegenerative disorders. These are just two examples of
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how the Science Center has paved the way for transformational
business growth and job creation.

We are strong believers in the accelerator model as an ideal vehi-
cle for empowering small businesses. We define an accelerator as
a program that offers startups access to a suite of business tools,
including mentorship and professional expertise, funding, and
other support services over a defined, limited time period, in an in-
tensive, high-touch setting.

For example, our Phase 1 Ventures (or P1V) program works with
“long-horizon” technologies in pharmaceuticals, biotech, healthcare
and other fields. P1V helps early-stage companies apply for and ob-
tain SBIR and STTR grants, and then provides the companies with
funding, management support and access to outside expertise, as
well as connections to private sector funding, in order to help them
grow.

And our Digital Health Accelerator (or DHA) helps health IT
companies with products at the prototype stage to reach their first
sales and investment milestones. The program selects promising
companies from around the world and provides them with funding,
collaborative workspace, professional mentorship, and introductions
to key stakeholders and investors in the Greater Philadelphia re-
gion.

As you know, in the three years since the Growth Accelerator
Fund was launched, awards of $50,000 each have been made to 189
accelerators in 45 states, Washington, DC, and Puerto Rico. The
Science Center has been fortunate to win two of those awards—one
for P1V and the other for the DHA.

And I'm here to say that those awards, along with other strategic
and critical Federal grants, have made a real difference. Since P1V
was launched in 2015, a total of 18 startups have participated in
the program, advancing technologies developed at 12 different aca-
demic and healthcare institutions. Together these companies have
secured approximately $3 million in public and private funding.
And the 13 companies that have gone through the DHA since its
inception in 2014 have created more than 160 new jobs, generated
more than $20 million in new revenues, and raised nearly $22 mil-
lion in follow-on investment.

Thanks to the Federal support that we have received, we have
been able to accelerate the growth of startup companies like UE
LifeSciences, which is developing a low-cost, portable, hand-held
scanner that can detect breast cancer in its earliest stages, any-
where in the world. Or Talee Bio, which is developing a gene ther-
apy for cystic fibrosis, the first curative treatment for this disease.
Or SimUCare, which is enhancing the training process for doctors
and nurses by enabling them to learn how to handle medically
complex situations using the live actors, rather than manikins, to
maintain realism.

At the Science Center, we support technology commercialization
in the broadest sense, by acting as an innovation intermediary—
or linchpin—that brings together academia, industry and capital.
We create specific processes and frameworks, like P1V and the
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DHA, that lower barriers, facilitate collaboration, and enhance the
likelihood of success. But we also create more generalized incuba-
tors, accelerators, and other resource-rich environments that com-
bine multiple ingredients—including funding, expertise, and sup-
port services—to help generate the unpredictable and serendipitous
outcomes that have always fueled our nation’s scientific advance-
ment and economic growth.

Accelerators work because they promote and reward efficiency.
We have a saying in the industry—startups need to succeed or fail
quickly, and cheaply. The only way to drive business creation and
growth is for companies to move technologies across the value
chain and get to market.

Accelerators force technologies to move quickly—and by offering
multiple layers of expertise, services and support, accelerators
often enable startups to pivot in a different direction, in response
to market demand. If Congress is interested in stimulating entre-
preneurship, and in pulling more high-potential technologies out of
academia and elsewhere into the marketplace, then accelerators
and other early-stage support programs are a wonderful way to
achieve a robust return on investment.

Accordingly, we strongly support those targeted Federal initia-
tives—such as the Growth Accelerator Fund; SBIR and STTR; and
the EDA’s Regional Innovation Strategies program, among others—
that encourage innovation, entrepreneurship, and tech-based eco-
nomic development across the country. And—equally as impor-
tant—we strongly support those programs, like the Growth Accel-
erator Fund, that promote greater diversity and inclusion in our
nation’s small business sector. More than two-thirds of our P1V
and DHA companies are owned and/or led by women or members
of underserved groups, such as racial minorities, veterans, or dis-
abled individuals. We firmly believe that the knowledge-based
economy must be not only a place of innovation and growth for the
science and technology community, but also hub for innovation and
growth in the wider community, with meaningful opportunities for
all of our citizens to pursue STEM-related careers at all levels.

Mr. Chairman, this concludes my testimony. On behalf of the
University City Science Center and NACIE, I want to thank you
for this opportunity to highlight the benefits of Federal programs
for our nation’s small businesses and, more broadly, our entrepre-
neurial ecosystem. I welcome your comments and questions.

O
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