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A region’s economy grows with its companies and companies need capital to expand. 

Sometimes that capital is generated by a company’s growth; but often companies are 

either too young or don’t have adequate revenue to generate the required capital. 

 

Early-stage companies that hope to serve global markets sometimes seek venture 

capital. 

 

Companies that serve local markets, particularly within urban cores and distressed 

neighborhoods, sometimes seek capital from nonprofit or community-based lending 

sources. 

 

The following reviews the status of those two capital markets – venture dollars for high-

growth companies and community-based lending for companies serving local markets – 

within Northeast Ohio and the role organized philanthropy could play to intervene in 

those markets. The findings are based on interviews with entrepreneurs in Northeast 

Ohio and one or more representatives from the following institutions and organizations: 

 

 Youngstown Business Incubator 

 Knight Foundation 

 Akron Community Foundation 

 JumpStart 

 George Gund Foundation 

 Youngstown Business Incubator 

 Lorain County Community College 

 Ohio Capital Fund 



 

 

 Glengary Ventures 

 Early Stage Capital 

 Cleveland Neighborhood Progress 

 ECDI  

 

 

Venture Market in Northeast Ohio 

 

Summary: A coordinated and sustained intervention in the marketplace by civic 

leaders, including philanthropy, dramatically increased the capital available to high-

growth entrepreneurs in Northeast Ohio and that contributed to an increase in the 

number of successful high-growth ventures in our region. However, public policy 

changes and investment practices by key stakeholders, if they persist, will result in a 

meaningful decline in the availability of such capital. This decline will result in fewer 

high-growth ventures and the region’s economic transformation will slow. 

 

Why high-growth ventures matter to a region’s long-term economic 

competitiveness: Regional economies go through up and down cycles based, in part, 

on the growth of their leading or “driver” industries. One way regional economies 

emerge from down cycles is through the growth of new driver industries built by 

innovative, high-growth companies that develop and sell new products to serve global 

markets. One explanation for Northeast Ohio’s long-term economic underperformance 

is that our region’s driver industries have remained the same for too long and those 

industries are growing more slowly than the industries driving other regional economies.  

One reason Northeast Ohio didn’t develop new driver industries was a lack of 

successful, high-growth ventures. For example, 15 years ago Northeast Ohio was at the 

bottom of national entrepreneurship rankings and entrepreneurs in our region with 

global aspirations were often given two words of good advice: “leave town.”  

 

Capital is the mother’s milk of high-growth entrepreneurship. The successful high-

growth ventures that have emerged in Northeast Ohio would not have grown here had 

there not been capital available here. For example, Toa Technologies, a 500-employee 

company today that originally was started by two founders in a Beachwood incubator, 

had an offer from out-of-state venture capitalists early in its life and would have moved 

out of this market had there not been an offer from Ohio-based funders that allowed 

them to stay and grow here. The absence of capital for high-growth ventures has three 

effects on potential entrepreneurs: 

 

o They choose to not take the risk of starting a company. 

o They choose to take the risk elsewhere. 



 

 

o Their venture grows much slower and/or may never reach its potential. 

The Venture Continuum 

Venture capital comes in many forms and should be seen as a continuum of capital that 

begins with “pre-seed capital” that helps an entrepreneur do what is necessary to get off 

the ground. “Pre-seed” dollars often come from friends and families and/or nonprofits. 

The continuum continues into “seed” funding that provides the resources an 

entrepreneur needs to start operations and extends into what some call “seed plus” that 

gets companies ready to grow rapidly. “Seed” and “seed plus” capital may be provided 

by so-called “angel investors” (high net worth individuals), a network of angels, or 

smaller venture funds (for profit and nonprofit) that specialize in this area. Next comes 

“series A” capital, often provided by national or regional venture funds that operate 

large, diverse portfolio of investments. “Series A” capital often provides the capital 

needed for a company to transition into the rapid growth phase of its evolution. “Series 

B, C and D” capital can follow before a company either is successful enough to be 

bought by a larger enterprise, is able to generate sufficient capital on its own to sustain 

its growth or sells stock to the public. 

 

Not every high-growth company needs access to the entire continuum. And the lines 

separating one part of the continuum from the next are blurry at best. While the exact 

description of the capital continuum may vary, its value to high-growth ventures is clear. 

As one venture capitalist noted, “You either have everything in the continuum or you 

have nothing.” 

 

While not every company that gets pre-seed capital will need Series A money down the 

road, many will fail without it. And Series A money will flow to wherever the best seeds 

are planted. No seed money means no Series A money is needed. 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 
Our Region’s Intervention: Recognizing the importance of high-growth entrepreneurs 

to the long-term competitiveness of our region’s economy, civic leaders (including 

members of the Fund for Our Economic Future) began implementing a long-term, cross-

sector strategy in the early 2000s to intervene in the capital markets for high growth 

ventures by using public, private and philanthropic resources. A significant part of the 

strategy was to influence state policies. Elements of that strategy included: 

 

 Investing state dollars through the Third Frontier Program in research, 

commercialization and product innovation; and in pre-seed, seed and seed plus 

funds. 

 Creating state incentives, in the form of tax credits, which encouraged out-of-

state venture firms that provide “Series A” capital to open offices and invest in 

Ohio companies. 

 Investing endowment assets from foundations and institutions into venture funds, 

pre-seed, seed and Series A, which invested in Ohio-based startups with an 

understanding that the financial return may not meet expectations, but that the 

Pre-Seed Capital

-Pre-revenue companies

Sources:

Innovation Fund, JS 
Evergreen Fund, Angel 

networks, Bizdom

Seed Capital

-Limited revenue 
companies

Sources: JS Evergreen 
Fund, Glengary, Angel 
networks, FlashStarts, 

Bizdom, ESP

Seed Plus

- Revenue and showing 
growth promise

Sources: JS Next Fund, ESP, 
Mutual Capital Partners, 

Glengary

Series A

-Growing revenue and 
evidence of sustainability

Sources: ESP,  Mutual 
Capital Partners, Glengary, 
regional/national venture 

firms

The Venture Continuum – In reality there is significant overlap across the continuum. 

The sources of capital listed are illustrative, not comprehensive. 



 

 

economic returns (jobs created and capital attracted) would further the mission of 

the foundations and institutions. 

 Investing bank assets in venture funds, both non-profit and for-profit, that are 

focused in Ohio. 

 Creating and sustaining a performance-based network that provides high quality 

technical and other assistance to high-growth entrepreneurs. 

 

These interventions helped create or sustain: 

 

 The Northeast Ohio Innovation Fund, which has provided nearly $10 million to 

149 early stage companies. The Fund is hosted by the Lorain County Community 

College Foundation; the college and several other institutions have also 

contributed to the Fund. 

 The North Coast Angels, a network of angel investors, which provides early 

stage capital to startups. 

 JumpStart’s Evergreen Fund, which provided $27.8 million to 76 early stage 

capital to startups. The Evergreen Fund stopped making new investments in 

about 2013. 

 Glengary Ventures, a seed fund that raised $15 million. 

 Early Stage Partners (ESP), a private venture fund operated with a focus on 

Northeast Ohio companies.  ESP raised two funds totaling $99 million and is 

seeking support for a third fund. It has invested in 34 companies and two of its 

Northeast Ohio investments, TOA and Simbionix, have experienced significant 

growth and were purchased by larger companies, generating significant returns 

for investors.  

 The Ohio Capital Fund, which is a fund of funds that since 2005 has invested 

$130 million in 30 venture funds that committed to make investments in Ohio. 

Down-side risk was mitigated by the state’s commitment to provide investors with 

tax credits. Those funds (as of 2014) invested in 76 companies. Northeast Ohio 

investors, including several foundations, participated in a sidecar fund of funds 

that was managed by the same institutions that managed the Ohio Capital Fund.  

 

As a result of these interventions, Northeast Ohio went from having limited access to 

capital to having a relatively strong capital continuum. As a result our region 

experienced a significant increase in both venture dollars invested and successful high-

growth ventures over the last 15 years. We have learned: 

 

 High-growth entrepreneurs can grow their businesses in Northeast Ohio. 

Examples include Explorys, CoverMyMeds, and Toa. These companies and 

others were all started here in Northeast Ohio and have grown to more than 100 



 

 

employees. They each benefited from the interventions and they were later 

acquired by much larger entities. They had grown sufficiently before acquisition 

that significant parts of the business will be retained and grow in Northeast Ohio. 

And the successful founders and early employees are well positioned to replicate 

their success with future startups. 

 Venture capital funds can generate a financial return in Ohio. The best 

performing funds that have invested here are seeing returns of 1.5 to 2 times 

their original capital. Those are solid, but not spectacular returns. But the length 

of time required to generate those returns means the annualized rate of return is 

well below expectations for this asset class. 

 The venture market in Northeast Ohio may never be robust enough to support a 

vibrant continuum of capital without persistent, consistent civic intervention. 

 

The economic returns (as measured by jobs, capital attracted, payroll etc.) of these 

interventions are difficult to assess in full; but they are significant. The following chart 

reports the economic outcomes reported by three of the entities that were supported 

through the civic interventions. 

 

Fund Companies 

Invested In 

Jobs 

Created/Retained 

Dollars 

Invested 

Return 

Generated 

to Date 

Follow 

on 

capital 

 

Ohio 

Capital 

Fund – 

2014 

Annual 

report 

76 2,595 $133.3 

million 

(invested in 

27 different 

venture 

funds; 

which in 

turn invest 

in 

companies) 

NA $245 

million 

 

JumpStart 

Evergreen 

Fund 

78 730 $27.8 

million 

$10.9 

million 

(forecasted 

returns 

through 

2020 

range from 

$12 million 

$658.5 

million 

 



 

 

to $70 

million) 

NEO 

Innovation 

Fund 

149 488 $9.785 NA $179 

million 

 

 

The economic outcomes of the investments made by privately-held funds are more 

difficult to track as these firms don’t publicly report their financial returns or the 

performance of the companies they invest in. However, one venture fund, which 

invested about $81 million, shared its internal projections of its economic impact in 

Ohio; which it estimated to be $425 million. The fund said that the Ohio companies in its 

portfolio employs nearly 430 as of 2014 with an annual payroll of $38 million. 

In 2014, 104 companies in Northeast Ohio reported raising $336 million in angel and 

venture capital, the highest amount since the region started tracking performance in 

2004, according to the 2014 Venture Capital Report. 

 

Status of the Continuum 

Policy changes and investment trends have weakened the health of Northeast Ohio’s 

capital continuum over the last few years. Changes and challenges include: 

 

 The state didn’t renew the Ohio Capital Fund and that fund is nearly fully 

invested; this has eliminated the incentives that encouraged venture firms to 

invest in Ohio. Competing states, including Michigan, have launched more 

aggressive efforts to attract the finite venture dollars. 

 Federal financial reforms restrict banks from investing in venture funds; and the 

state’s banks were significant early investors in the Ohio Capital Fund. 

 Institutions and foundations are more reluctant to invest in venture funds focused 

in Ohio. 

 JumpStart’s Evergreen Fund is nearly fully invested, as are other sources of 

seed and seed plus dollars. Series A investors in Ohio have noted a decline in 

deal flow based on a decline in seed capital; partly due to JumpStart halting new 

investments in 2013. 

 JumpStart launched the “Next Fund,” a for-profit “seed plus” fund, after raising 

$10.5 million in its initial close in January 2015. It hopes to raise an additional 

$20 million by this fall. The length of time it took JumpStart to raise its initial 

$10.5 million ($5 million of which was provided by the state) is seen by some as 

a reflection of the challenging state of the venture market in our region.  

 The handful of large national venture firms that have survived the volatile global 

venture market are looking to secure more solid returns and are increasingly only 

investing in Series B or later rounds; making Series A capital even more scarce. 



 

 

Where from Here? 

Without effective interventions, the flow of venture capital to our region will slow 

because even though the Ohio market has developed a reasonably good track record 

over the last 15 years, it is not sufficient to attract venture funds that can choose more 

attractive markets (Silicon Valley, Boston etc.) or receive state incentives (Michigan). 

There is general consensus that civic interventions will be required for the foreseeable 

future to assure Northeast Ohio has a vibrant capital continuum. 

 

As noted earlier, the successful intervention in this market has resulted in the 

emergence of more high-growth companies; which in turn increases the demand for 

venture capital. VentureOhio, a trade group, estimated in 2014 that investors in Ohio 

had $260 million in capital available but demand for venture capital exceeded $523 

million.  

 

The State of Ohio, through the Third Frontier Program, is helping to fill that gap by 

making up to about $60 million in forgivable loans at a modest interest rate available 

through a competitive process to operators of seed funds and seed plus funds, if they 

are able to provide a match. Two types of funds will be supported by the Third Frontier; 

with a maximum of $5 million being provided by the state to each fund. Operators of a 

“pre-seed fund” must generate a 1 to 1 match. Operators of a “seed-plus fund” must 

generate a 3 to 1 match. Decisions are expected in December 2015. Third Frontier has 

received letters of intent for funds that, in total, are seeking nearly $129 million from the 

state. 

 

Northeast Ohio institutions/funds that have issued letters of intent to seek loans from the 

Third Frontier are (entities in bold have not received state support in the past): 

 

 LaunchDen of Akron, affiliated with successful bio-device entrepreneur 

Randy Theken, pre-seed 

 Early Stage Partners of Cleveland, pre-seed 

 Nirvana Funding of Cleveland, affiliated with Nirvana Analytics, which 

provides financing services to high growth potential companies, pre-seed 

 OneCommunity of Cleveland, which is proposing a fund for companies 

dependent on high speed broadband, pre-seed 

 Valley Growth Ventures of the Mahoning Valley, pre-seed 

 North Coast Angel Fund of Cleveland, pre-seed 

 Cleveland Clinic, pre-seed and seed-plus 

 JumpStart of Cleveland, which is seeking support for three funds, NEXT Fund 

(seed plus), Evergreen Fund and a new Tech Inclusion Fund focused on 

companies run by minorities and/or female entrepreneurs. 



 

 

 Akron Development Corp., which is operated by the City of Akron, for its 

Akron Bioinvestments Fund II, pre-seed 

 Rock XL of Cleveland, affiliated with BizDom/Dan Gilbert, pre-seed and seed-

plus 

 Mutual Capital Partners Fund III, run by Bill Trainor an experienced venture 

capital investor funds 

 StartMart Fund of Cleveland, affiliated with Charles Stack and Flash Starts, pre-

seed 

 Northeast Ohio Student Venture Fund of Akron affiliated with the University  

of Akron, pre-seed  

 

It isn’t yet known whether all of the above entities submitted proposals before the Sept. 

15 deadline. 

 

In addition to the state providing capital to promote pre-seed and seed-plus funds, 

VentureOhio is exploring whether institutional investors, including pension funds and 

foundations, would be interested in investing in a “fund of funds” that would be similar to 

the Ohio Capital Fund, but wouldn’t benefit from the promise of state tax incentives. 

Such a fund of funds is at least 18 months away from being formed. 

It is unclear how such a “fund of funds” would be received by potential investors 

statewide or in Northeast Ohio. The development of a “fund of funds” in the Cincinnati 

market may make it more difficult to do a statewide “fund of funds” as the source of 

capital for such efforts is limited. 

 

In 2012, civic leaders in Cincinnati created a “fund of funds” to increase the amount of 

venture capital available to startups in that market and raised $57 million. The largest 

corporations in Cincinnati (particularly Procter & Gamble) led the effort; and some 

foundations have invested, as well. Leaders of that effort are now considering a second 

“fund of funds” that would exceed $100 million. The fund, which is part of the Cintrifuse 

entrepreneurship effort, has invested in several venture funds that primarily serve the 

seed to Series A end of the spectrum. 

 

While the creation of such a “fund of funds” dedicated to Northeast Ohio has been 

explored, there doesn’t appear to be significant interest from potential investors. 

While it is impossible to project what will happen if the capital continuum continues to 

weaken in Northeast Ohio, one veteran venture investor warned that without continued 

intervention civic leaders within five years will be looking back on this timeframe with 

such fondness that they will decide all over again that what is needed is a cross-sector, 

strategic intervention. Unfortunately, based on our region’s experience in the early 

2000s, it will like take at least five more years to garner the support necessary to 



 

 

implement such an intervention. As a consequence another decade will be lost in our 

efforts to catalyze our region’s economic transformation by supporting high-growth 

ventures.  

 

Philanthropy’s Role? 

The last decade plus of our region’s strategic intervention in the venture capital market 

has born significant economic returns and modest financial returns. Sustaining those 

gains will require sustaining those interventions across the entire venture capital 

continuum. 

 

The state of Ohio is taking the lead on sustaining the seed and seed-plus end of the 

continuum. Philanthropy will undoubtedly be asked by fund operators to provide some 

of the match required by the state loan program. The Fund should consider convening 

its members so that they can develop a shared understanding of the opportunity to 

influence this part of the capital continuum.  

 

Based on current policy, the state of Ohio won’t take the lead on sustaining the Series A 

end of the continuum. Philanthropy could champion of a coordinated, cross-sector 

intervention in this part of the continuum. If philanthropic organizations statewide agreed 

to a strategy to support a fund of funds targeting Series A capital, perhaps that show of 

support would persuade state pension funds and other state institutions (including Ohio 

State University) to follow philanthropy’s lead. The pension funds and other institutions 

have indicated to the operators of this type of venture fund that they are not willing to 

lead a fundraising effort. The Fund should consider whether to engage with peers 

across the state to build support for a statewide strategy to strengthen the availability of 

Series A capital that would engage other sectors, including pension funds. 

 

Capital for Businesses Serving Local Markets 

The capital markets for businesses that serve local markets are much more diffuse and 

more difficult to assess. The U.S. Treasury Department’s Community Development 

Financial Institutions Fund appears to be the most significant, emerging source of 

capital for locally oriented businesses that aren’t able to secure financing from banks or 

the Small Business Administration. Lenders that receive money from this federal 

resource are commonly referred to as CDFIs. 

 

An August 2014 report on the CDFI sector said this type of lender is growing partly to fill 

the void created by the financial crisis of 2008-09, which resulted in the demise of many 

lenders that had served lower incomes neighborhoods. 

 

http://cdfifund.gov/docs/2015/CDFI/CDFIs%20Stepping%20into%20the%20Breach%20Impact%20Evaluation%20Report.pdf


 

 

CDFIs (either certified or those pursuing certification) that serve the Northeast Ohio 

market or are pursuing opportunities in this market include, Economic & Community 

Development Institute, Enterprise Community Partners, JumpStart’s Growth & 

Opportunity Fund, Common Wealth Revolving Loan Fund, Faith United Credit Union, 

Noteworthy Credit Union and IFF. 

 

While CDFIs provide a much higher degree of lending in low to moderate income 

neighborhoods than traditional lenders, none of the CDFIs serving Northeast Ohio 

appear to be targeting specific neighborhoods. Therefore the impact of their lending can 

be widely dispersed. 

 

For example, ECDI issued nearly $2 million in loans in 2014, including loans to 58 

businesses that report they will create 66 jobs. About 40% of those businesses are 

located within an area defined as a “core city.” 

 

And JumpStart’s ambitious GrowthOpps fund intends to provide 35 to 40 small business 

loans totaling $10 million; with a focus on low- to moderate-income neighborhoods 

across the region. It estimates those loans will result in 105 “meaningful wage jobs” 

being created.   

 

Neither approach to neighborhood-based capital – ECDI or GrowthOpps – should be 

viewed as a catalyst for substantive increase in either job creation or job access within 

specific neighborhoods. 

 

Cleveland Neighborhood Progress CEO Joel Ratner believes that to have a meaningful 

impact on the neighborhoods within our region, CDFIs and other non-profit lenders need 

have lending strategies that are integrated with more comprehensive neighborhood 

redevelopment strategies. 

 

Philanthropy likely will receive increasing requests to support CDFI programs as this 

portion of the capital markets is expected to continue to grow. Because of the diversity 

of mission and objectives of the individual CDFIs a coordinated approach to this portion 

of the capital market is elusive. Foundations interested in strengthening specific 

neighborhoods should consider how to integrate CDFIs into a neighborhood 

redevelopment strategy. 

 

 

 


