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Economic Impact of Companies Assisted and/or Funded by the Northeast Ohio ESP

EXECUTIVE SUMMARY

This report measures the economic impact of early-stage companies that have been supported
by JumpStart Inc. and its partners in the Northeast Ohio Entrepreneurial Signature Program
(ESP) in 2015.1 Companies included in this report have received significant technical assistance
and direct investment funding or purely technical assistance from entrepreneurial support
organizations in the ESP. It is important to note that North Coast Angel Fund invests in
companies throughout Ohio and the economic outcomes generated by these firms are included
in the statewide economic impact reported here; while the remainder of the ESP’s
entrepreneurial acceleration activities are mostly located in the 21 counties of Northeast Ohio.

The Center for Economic Development at Cleveland State University’s Levin College of Urban
Affairs prepared this economic impact study for JumpStart. In total, 408 JumpStart and/or ESP
companies were responded to the survey for this study. Of those 408, 138 companies were
excluded because they did not have any economic activity in the state, thus leaving 270
companies which were included in the impact analysis. Of these, 93 received funding and
significant business assistance from an ESP partner (including JumpStart) and 177 received
significant business assistance but no direct funding from an ESP partner.

The economic impact on Northeast Ohio and Ohio is outlined in the following table.

Table 1: Economic Impact in Northeast Ohio and Ohio

259 270

3,832 jobs 6,294 jobs
$227.7 million $395.2 million
$364.1 million $663.2 million
$703.9 million $1.4 billion
$78.3 million $138.5 million

1 As defined by its primary funder, Ohio Third Frontier, this ESP operates across 21 counties of Northeast Ohio. Its
goal is to significantly increase tech-based entrepreneurial commercialization outcomes by focusing on sectors that
offer exceptional economic development prospects for the region. Ohio ESPs represent a coordinated regional
network of high-value service and assistance providers integrating sources of deal flow, entrepreneurial support
and capital. JumpStart is the lead organization for the Northeast Ohio ESP.
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INTRODUCTION

This report measures the calendar year 2015 economic impact of companies that have been
supported by JumpStart Inc. and/or its partners in the Entrepreneurial Signature Program (ESP).
Companies included in this report have received significant technical assistance and/or direct
investment funding from one or more of these sources. The ESP is a collaborative
entrepreneurial support network funded in part by Ohio Third Frontier that includes
accelerators, incubators, angel funds and other organizations dedicated to commercializing
technologies and accelerating entrepreneurial successes in Northeast Ohio. The ESP service
providers whose clients are included in this report are: Akron Global Business Accelerator,
BioEnterprise, BioHio Research Park, Braintree Business Development Center, Flashstarts, Great
Lakes Innovation and Development Enterprise (GLIDE), The Incubator at MAGNET, North Coast
Angel Fund (NCAF), Northeast Ohio Medical University, Ohio Aerospace Institute, Ohio
Agricultural Research & Development Center, Tech Belt Energy Innovation Center (TBEIC),
University of Akron Research Foundation, and Youngstown Business Incubator. It is important
to note that companies could have received funding and/or support from more than one
member, however, their impact is only counted once.

In total, 408 JumpStart and/or other ESP companies responded to the survey request from
JumpStart. Of those 408, 138 were excluded from the impact analysis because they reported
no employment, payroll, or expenditures, indicating that they do not yet create an economic
impact. The results described in this report are for calendar year 2015 and they report on the
impact of 270 startup companies; of these, 93 were funded and received significant business
assistance from an ESP partner and 177 received significant business assistance but no direct
funding from an ESP partner. The 93 companies that received funding are referred to as
portfolio companies. The 177 companies that solely received business assistance are referred to
as client companies.

The diversity of companies’ ownership was indicated in the 2015 survey. Of the 408 survey
respondents, 66 (16%) indicated that they were minority owned? businesses. Of the survey
respondents, 67 (16%) indicated that their business was female owned/controlled/led. Of 374
respondents who indicated their ethnicity, 308 (82%) identified as Caucasian; 8% of
respondents identified as African American, 7% identified as Asian-Indian, Asian-Pacific, or
Pacific Islander American, 2% identified as Latin-American or Hispanic, and only one identified
as Native American.

2 In this instance, owned refers to businesses that are owned, controlled, or led by minorities.
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In this report, Northeast Ohio is defined as a 21-county region. This region is comprised of six
metropolitan statistical areas (MSAs)—Akron, Canton-Massillon, Cleveland-Elyria-Mentor,
Mansfield, Sandusky, and Youngstown-Warren-Boardman—and eight non-metro counties. The
MSAs are defined as follows:

e Akron MSA: Portage and Summit counties

e Canton-Massillon MSA: Carroll and Stark counties

e Cleveland-Elyria-Mentor MSA: Cuyahoga, Geauga, Lake, Lorain, and Medina counties
e Mansfield MSA: Richland County

e Sandusky MSA: Erie County

e Youngstown-Warren-Boardman MSA: Mahoning and Trumbull counties

The eight non-metro counties are Ashland, Ashtabula, Columbiana, Crawford, Holmes, Huron,
Tuscarawas, and Wayne.

This report mirrors the methodology used in the 2014 Economic Impact of Companies Funded
and/or Assisted by the Northeast Ohio Entrepreneurial Signature Program which was also
conducted by the Center for Economic Development.

Maxine Goodman Levin College of Urban Affairs, Cleveland State University 5
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METHODOLOGY

INPUT-OUTPUT METHOD

Economic impact analysis is based on inter-industry relationships within an economy—that is,
the buy-sell relationships that exist among industries, the household sector, and government.
These relationships largely determine how an economy responds to changes in economic
activity. Input-output (I-O) models estimate inter-industry relationships in a region by
measuring the industrial distribution of inputs purchased and outputs sold by each industry.
Thus, by using I-O models, it is possible to estimate how the impact of one dollar or one job
ripples through the local economy, creating additional expenditures, jobs, and income. This is
the concept of an economic multiplier, which measures the ripple effect that an initial
expenditure has on the local economy.3

The economic impact estimates presented in this report use the IMPLAN® Version 3.0 model
and the 2014 data, which is the most recent economic impact assessment software system and
data package released by IMPLAN Group LLC.* The user can develop sophisticated models of
local economies in order to estimate a wide range of economic impacts. The IMPLAN® impact
model is used by more than 1,000 public and private institutions and the number of users, as
well as their reputations, points to the high regard for the IMPLAN® model among researchers
and consultants. The economic impact for Northeast Ohio was estimated through an IMPLAN
model built for the 21-county area. To estimate an economic impact for Ohio, a separate
IMPLAN model was built for the remainder of Ohio (a 67-county region) and the impact
estimates of the two regions were summed to estimate the impact on Ohio. The data provided
by the client and portfolio companies assisted and/or funded by ESP partner organizations
informed whether their employees and expenditures were located in Northeast Ohio; outside
of Northeast Ohio, but within the state of Ohio; or outside Ohio. Companies located outside
Ohio are excluded from these impact estimates. The economic impact presented here is an
annual impact which means that it represents the 2015 activity of the companies and their
impact in 2015.

3 For example, suppose that Company A reports sales of $10 million. From the revenues of the company, they pay
suppliers and workers, cover production costs, and take a profit. Once the suppliers and employees receive their
payments, they will spend a portion of their money in the local economy purchasing goods and services, while
another portion of the money will be spent outside the local economy (leakage). By evaluating the chain of local
purchases that result from the initial infusion of $10 million, it is possible to estimate a regional economic
multiplier.

4 IMPLAN was originally developed by two federal agencies, the Department of Agriculture and the Department of
the Interior, to assist in land and resource management planning. The model was later commercialized by the
Minnesota IMPLAN Group, Inc. and is now owned by the IMPLAN Group LLC.
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Economic IMPACT DEFINED

Economic impact is an analytical approach used to estimate economic benefits produced in
affected regions by projects, programs, or companies. Economic impact analysis estimates
benefits for a specific region and time period. These economic benefits are estimated in terms
of five different measures:

e Employment impact measures the number of jobs created in the economy.

e Labor income estimates the household earnings that are generated in the economy.

e Value added impact estimates the value of goods and services produced in the economy
less intermediary goods and services, such as materials, utilities, and other goods used
in the production process. Value added impact is comparable to gross regional product.

e Output impact measures the total value of goods and services produced in the
economy.

e Taxes include federal taxes as well as state and local taxes.

Each economic impact is a summation of three components: direct impact, indirect impact and
induced impact. Direct impact refers to the initial value of goods and services, including labor,
purchased by the startup companies affected by the ESP. These purchases are sometimes
referred to as the first-round effect. Indirect impact measures the value of labor, capital, and
other inputs of production needed to produce the goods and services required by the startup
companies (second-round and additional-round effects). Induced impact measures the change
in spending by local households as a result of increased earnings of employees working in the
local companies.

IMPACT STUDY DATA

JumpStart designed an online survey questionnaire with specific questions to distinguish a
responding company’s activities in Northeast Ohio, the remainder of Ohio, and outside Ohio for
calendar year 2015. The economic impact study presented in this report uses company data for
Northeast Ohio and Ohio. All spending outside of Ohio is excluded from the study. Cleveland
State University also checked company-level data to ensure consistency between the different
variables and geographies.

In total, JumpStart collected complete survey data from 408 companies. Of these, 138 were
excluded because of lack of economic activity in Ohio. Of the 270 companies included in the
impact analysis, 93 (portfolio companies) were funded and received significant business
assistance from an ESP partner and 177 (client companies)® received significant business
assistance but no direct funding from an ESP partner.

5 Portfolio companies refer to those companies that were funded by a member of the ESP. Client companies refer
to those companies that only received technical assistance from an ESP partner.
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The companies that responded to the survey received a combined total of 25,849 hours of pro-
bono technical assistance from the ESP in 2015 and at least 94,653 hours of pro-bono technical
assistance since they started working with one of the organizations. On average, each company
that responded to the survey received 63 hours of technical assistance in 2015 and 232 hours of
technical assistance since their first engagement with an ESP partner. The respondents closed
on over $525 million in capital in 2015. JumpStart provided over $15.6 million in funding to
companies. The Northeast Ohio ESP provided over $8.3 million in funding.

Each of these 270 portfolio and client companies was assigned to one of the 536 sectors
included in the IMPLAN® model. The IMPLAN® regional model and its data were edited to
reflect each company’s information. These changes to the model result in better impact
estimates because they are based on actual estimates of the specific startup companies, rather
than on the average industry data provided by IMPLAN®.

Of the 270 young companies that responded to the survey which had economic activity in 2015,
75% had between one and ten employees and 25% had 11 or more employees. However,
several of the companies are maturing and becoming larger employers: ten companies employ
more than 50 people; four of which employ more than 100 people. The 270 survey
respondents reported 1,646 employees in Northeast Ohio and 613 employees elsewhere in
Ohio. Combined, they employ 2,258 people and have 436 open positions. The 270 companies
made incurred nearly $276 million in operating expenses in NEO and $295 million in Ohio. The
total company payrolls were $118 million in NEO and $168 million in Ohio.

Maxine Goodman Levin College of Urban Affairs, Cleveland State University 8
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ECONOMIC IMPACT
Economic IMPACT ESTIMATES FOR NORTHEAST OHIO

This study reports the economic impact of the companies funded and/or assisted by Northeast
Ohio ESP partner organizations. Impact is estimated in terms of five measures: employment,
labor income, value added, output, and taxes. Hereafter, the supported portfolio and client
companies will be referred to collectively as “the companies.”

The direct economic impact of the companies on Northeast Ohio in 2015 included a total of
1,693 employees, payroll of $121.5 million, value added of $183.3 million, an output of $386.7
million, and tax impact of $11.7 million. Table 2 summarizes the impact results of the five
measures for 2015 by direct, indirect, induced and total effects.

Table 2: Economic Impact in Northeast Ohio, 2015

Impact Type Employment Laborincome Value Added Output Tax
Direct Effect 1,693 $121,451,699 $183,277,792  $386,707,288 $11,677,192
Indirect Effect 995 $56,008,802 $89,506,984 $160,304,693 $6,419,507
Induced Effect 1,144 $50,270,225 $91,328,900 $156,917,872 $8,384,843
Total Effect 3,832 $227,730,726 $364,113,676 $703,929,853 $26,481,542

Notes: The economic impact is presented in 2016 dollars.
All numbers have been rounded to the nearest whole number.

Employment Impact

The total employment impact in Northeast Ohio attributed to the companies amounted to
3,832 jobs. Of these, 1,693 (44%) were the result of direct impact — the employees of the
companies (Figure 1). An additional 995 jobs (26%) were created in industries supporting the
companies, and 1,144 (30%) more jobs were created throughout the economy because of
employees’ spending due to their increased earnings.

Maxine Goodman Levin College of Urban Affairs, Cleveland State University 9
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Figure 1: Employment in Northeast Ohio by Impact Measure, 2015

Induced Effect,
1,144 ,30%

Labor Income Impact

Every job created by the companies and their suppliers generates earnings for local households.
In 2015, total household earnings in Northeast Ohio increased by $227.7 million. Of this
impact, $121.5 million (53%) resulted from the direct effects of the companies’ payroll, and
$56.0 million dollars (25%) resulted from increased earnings in other industries in the region
that supply the companies. The induced income impact of $50.3 million (22%) was due to
increased household spending throughout the economy because of their additional earnings.
Figure 2 shows the breakdown of the labor income, value added, output and tax impacts by
type of effect.

Value Added Impact

Value added impact measures the value of goods and services produced in the economy less
intermediate goods and services; it is equivalent to the definition of gross regional product. In
2015, the value added impact from the companies was $364.1 million. Of that, $183.3 million
(50%) was attributed to direct impact, $89.5 million (25%) to indirect impact, and $91.3 million
(25%) to induced impact.

Output Impact

Output measures the total value of goods and services produced in the region as a result of the
spending of the companies. Output impact provides an estimate of the total change in output
produced in Northeast Ohio because of the companies’ activities in 2015. Output impact
amounted to $703.9 million. Of that, the direct production of goods and services by the
companies accounted for $386.7 million (55%). An additional $160.3 million (23%) was indirect
impact—goods and services produced regionally to support the activities of the companies.
The induced impact of $156.9 million (22%) measures the value of goods and services produced
in the region to satisfy the increased demand by households working for the companies and
their suppliers.

Maxine Goodman Levin College of Urban Affairs, Cleveland State University 10
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Tax Impact

There was $78.3 million in tax revenue associated with the activity of the companies in 2015.
Of the tax impact, $39.0 million (50%) was attributed to direct impact, $18.8 million (24%) to
indirect impact, and $20.5 million (26%) to induced impact. Thirty-four percent ($26.5 million)

of the tax impact was in state and local taxes and 66% ($51.8 million) of the tax impact was in
federal taxes.

Figure 2: Labor Income, Value Added, Output and Tax Impact Measures for Northeast Ohio,
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EcoNnomic IMPACT ESTIMATES FOR OHIO

The economic impact for Ohio is based on the summation of the impact in Northeast Ohio
discussed earlier and an impact conducted on the companies’ activities in the remaining 67
counties in Ohio. The same five indicators of impact used to look at Northeast Ohio are
summarized for the entire state of Ohio during 2015: employment, labor income, value added,

output and taxes. The impact results are summarized in Table 3 by direct, indirect, induced and
total effects.

Table 3: Economic Impact in Ohio, 2015

Impact Type  Employment Labor Income Value Added Output Tax
Direct Effect 2,313 S$172,991,461 $299,382,662 $777,166,182 $17,110,559
Indirect Effect 2,021 S$136,005,838 $206,774,732 $362,327,631 $15,270,668
Induced Effect 1,960 $86,197,167 $157,061,176 $270,342,982 $14,423,152
Total Effect 6,294 $395,194,466 $663,218,570 $1,409,836,795 $46,804,379

Notes: The economic impact is presented in 2016 dollars.
All numbers have been rounded to the nearest whole number.

Employment Impact

The total employment impact in 2015 in Ohio attributed to the companies amounted to 6,294
jobs. Of these, 2,313 (37%) were the result of direct impact. An additional 2,021 jobs (32%)
were created in industries supporting the companies, and 1,960 (31%) more jobs were created
throughout the economy due to increased employee earnings (Figure 3).
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Figure 3: Employment in Ohio by Impact Measure, 2015
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Labor Income Impact

The increase in household earnings created by the companies and their suppliers represents
the labor income impact. In 2015, total household earnings in Ohio increased by $395.2
million. Of this impact, $173.0 million (44%) resulted from the direct effects of the companies’
payroll, and $136.0 million dollars (34%) resulted from increased earnings in other industries in
the state that supply the companies. The induced income impact of $86.2 million (22%) was
due to increased household earnings throughout the economy. Figure 4 shows the breakdown
of the labor income, value added, output, and tax impacts by type of effect.

Value Added Impact

Value added impact corresponds to gross regional product. In 2015, the value added impact in
the state from the companies was $663.2 million. Of that, $299.4 million (45%) was attributed
to direct impact, $206.8 million (31%) to indirect impact, and $157.1 million (24%) to induced
impact.

Output Impact

Output impact is an estimate of the total change in the value of goods and services produced in
Ohio due to the activities of the companies. Output impact in 2015 amounted to $1.4 billion.
Of that, $777.2 million (55%) was accounted for by the direct production of goods and services
by the companies. An additional $362.3 million (26%) was indirect impact—goods and services
produced in the state to support the activities of the companies. The induced impact of $270.3
million (19%) measures the value of goods and services produced in the state to satisfy the
increased demand by households.
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Tax Impact

Based on the IMPLAN model, there was $138.5 million in tax revenue associated with the
activity of the companies in 2015. Of the tax impact, $58.7 million (42%) was attributed to
direct impact, $44.7 million (32%) to indirect impact, and $35.2 (26%) to induced impact.
Thirty-four percent of the tax impact was in state and local taxes (546.8 million) and 66% was in
federal taxes (591.7 million).

Figure 4: Labor Income, Value Added, Output, and Tax Impact Measures for Ohio, 2015
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2011 - 2015 COMPARISON

The pool of companies that respond to the survey each year changes in both size and makeup.
In order to examine the change in companies over time, an analysis was conducted on 38
companies that responded in each of the last five years with activity in Northeast Ohio. This
group of companies increased their direct employment in Northeast Ohio by 218, payroll by
$19.1 million and expenditures by $35.8 million.

These companies had a total impact in Northeast Ohio in 2015 of 1,426 jobs, $88.2 million in
labor income, $143.4 million in value added impact, $269.5 million in output, and $31.5 million
in taxes. Between 2011 and 2015, these companies saw a 76% increase in employment impact,
a 73% increase in labor income impact, an 85% increase in value added impact, a 109% increase
in output impact, and an 87% increase in tax impact (Table 4).

Table 4: Economic Impact Comparison for Northeast Ohio, 2011-2015

Employment Labor Income Value Added Output Total Tax
2011 808 $51,011,149 $77,488,571 $128,762,217 $16,818,419
2012 895 $57,392,559  $84,821,927 $127,193,238  $18,391,123
2013 1,393 $125,797,524 $176,544,729 $228,029,222  $38,742,446
2014 1,086 $66,494,484 $106,187,807 $184,659,480  $23,428,981
2015 1,426 $88,162,002 $143,408,047 $269,514,220 $31,531,417
Total $388,857,717 $588,451,081 $938,158,379 $128,912,383

Notes: The economic impact is presented in 2016 dollars.
All numbers have been rounded to the nearest whole number.

There were 42 companies that responded in each year from 2011-2015 with economic activity
in Ohio. This group of companies increased their direct employment by 643, their expenditures
by $32.0 million, and their payroll by $26.7 million between 2011 and 2015.

Maxine Goodman Levin College of Urban Affairs, Cleveland State University
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These 42 companies had a total impact in Ohio in 2015 of 3,534 jobs, $235.7 million in labor
income, $407.9 million in value added impact, $896.0 million in output, and $82.4 million in
taxes. Between 2011 and 2015, these companies have seen a 204% increase in employment
impact, a 131% increase in labor income impact, a 189% increase in value added impact, a
384% increase in output impact, and a 172% increase in tax impact (Table 5).

Table 5: Economic Impact Comparison for Ohio, 2011-2015

Employment LaborIncome  Value Added Output Total Tax
2011 1,163 $102,137,424 $141,046,544 $185,066,300  $30,291,118
2012 1,278 $82,107,766 $125,045,722 $194,913,108  $26,596,915
2013 1,929 $169,139,845 $239,695,663 $332,005,370  $51,787,255
2014 1,573  $100,046,799 $157,676,697 $281,077,195  $33,987,365
2015 3,534 $235,665,375 $407,851,246 $895,997,581  $82,415,137
Total $689,097,210 $1,071,315,874 $1,889,059,555 $226,674,082

Notes: The economic impact is presented in 2016 dollars.
All numbers have been rounded to the nearest whole number.
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