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Presentation Preview
▸Highlights from FY2020
▸Capital Raising Trends

• Demographic Trends
• COVID-19 Impacts

▸Policy Priorities
• Challenges of Offering Complexity and Friction
• Bridging Networks between Founders and Investors
• Diversifying Access to Capital
• Attractiveness of Public Markets

▸Q&A
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FY2020 was a busy year…
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Highlights from Fiscal Year 2020
In addition to hundreds of meetings, phone calls, emails, and cups of coffee shared with individuals 
across the small business ecosystem, we have sought out opportunities to engage with diverse groups 
of small business thought leaders—our Office’s customers—through events and speaking engage-
ments, that can reach broad networks of potential beneficiaries of our Office’s products, programs, 
and services. Some of the events in which we have engaged this year include:

National Veterans 
Small Business 
Coalition. Keynote 
address on trends 
and opportunities for 
Veteran entrepreneurs  
and solicitation  
of feedback.

Keynote address at 
National Venture 
Capital Association’s 
Strategic Operations  
& Policy Summit. 

Office joins 

Inside the 

Icehouse for 

first podcast 

recording.

HBCU Outreach  

Event at Morehouse 

College. Panel 

discussion on best 

practices for minority 

businesses to attract 

investment capital.

Joined Institute 

of Management 

Accountants Small 

Business Committee 

Meeting to discuss 

top accounting issues 

faced by advisors to 

small businesses.

California Bay Area 

Listening Tour. 

Attended AfroTech, 

met with founders, 

investors, and 

other key players 

in early-stage and 

growth capital 

infrastructure.

Office hosts 

its first Capital 

Call styled after 

earnings release 

calls to explore 

inaugural annual 

report.

Roundtable with 
Miami entrepreneurs 
and investors on 
raising capital in 
partnership with the 
Miami-Dade Beacon 
Council.

Brookings Institution’s 
“The Devaluation of 
Businesses in Black 
Communities” - 
panel discussion on 
challenges faced by 
business owners in 
minority communities 
in accessing capital.

Kenan Institute 

Frontiers of 

Entrepreneurship 

Conference. Panel 

discussion with 

academics and 

thought-leaders on 

JOBS Act and small 

business capital 

formation.

Q1 FY2020Q1 FY2020 Q2 FY2020Q2 FY2020
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Workshop with 

iFundWomen to walk 

through pathways 

available to access 

investment capital.

Virtual Coffee 

Break with National 

Small Business 

Association. 

Discussion with 

businesses from 

a wide range of 

industries on what 

they are seeing in 

the market. 

Virtual Coffee Break: 

Online Investment 

Capital Raising. 

Discussion for small 

businesses and 

investors considering 

new strategies 

to bridge their 

networks.

Virtual Panel Discussion 

on Small Businesses 

in the Public Markets. 

Discussion on the 

experience of small, 

public companies 

traded over the 

counter.

Keynote speech 

at Angel Capital 

Association Summit. 

Discussion with angel 

investors from across 

the country.

Virtual Policy 

Discussion: Policy 

and Business  

with Middle Market 

Private Companies  

& Late-Stage 

Investors. 

Discussion on how 

to lead in crisis and 

position a company 

for growth.

Entire SEC Small 

Business Forum 

conducted virtually.

Virtual Coffee Break 

with New America 

Alliance. Discussion 

with entrepreneurs 

dedicated to 

advancing 

economic 

development of the 

American Latino 

community.

Virtual Coffee 

Break with the 

National Association 

of Securities 

Professionals. 

Discussion and 

solicitation of 

feedback on 

inclusion in the 

financial services 

industry. 

WOCStars and 

Superwomen 

podcast 

interviews with 

the Office air.

Virtual Coffee  

Break with StartOut.  

Discussion of issues 

encountered by  

LGBTQ+ entrepreneurs 

and data on impacts  

of exclusion.

Virtual Coffee 

Break with 

National Diversity 

Coalition and U.S. 

Small Business 

Administration. 

Discussion on  

how COVID-19  

is impacting  

raising capital.

Q3 FY2020Q3 FY2020 Q4 FY2020Q4 FY2020
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ROBERT FOX 

National Managing Partner, 

Professional Standards Group, 

Grant Thornton LLP

Chicago, IL

STEPHEN GRAHAM

Co-Chair, Fenwick & West LLP’s Life  

Sciences Practice

Seattle, WA

SARA HANKS

CEO and Co-Founder,  

CrowdCheck, Inc. 

Alexandria, VA

BRIAN LEVEY

Chief Business Affairs and Legal 

Officer, Upwork Inc.

Santa Clara, CA

MELANIE SENTER LUBIN*

Maryland Securities Commissioner 

for the Securities Division, Office  

of the Attorney General

Baltimore, MD

WILLIAM MANGER*

Chief of Staff and Associate 

Administrator for the Office of 

Capital Access; U.S. Small Business 

Administration

Washington, DC

SAPNA MEHTA

General Counsel & Chief 

Compliance Officer, Rise of  

the Rest Seed Fund; Associate 

General Counsel, Revolution

Washington, DC

MARTHA LEGG MILLER*

Director, Office of the Advocate for 

Small Business Capital Formation, 

U.S. Securities & Exchange 

Commission

Washington, DC

CATHERINE MOTT

Founder and CEO of BlueTree 

Capital Group, BlueTree Allied 

Angels, and BlueTree Venture Fund

Pittsburgh, PA

POORVI PATODIA

CEO and Founder,  

Biena Snacks

Allston, MA

JASON SEATS

Chief Investment Officer,  

Techstars

Austin, TX

MARC OORLOFF SHARMA*

Chief Counsel of the Office of the 

Investor Advocate, U.S. Securities  

& Exchange Commission

Washington, DC

HANK TORBERT

President,  

AltaMax, LLC

New Orleans, LA

SUE WASHER

President and CEO, Applied Genetic  

Technologies Corporation

Gainesville, FL

*Committee members include the SEC’s Advocate for Small Business Capital Formation and three 
non-voting members appointed by each of the SEC’s Investor Advocate, the North American Securities 
Administrators Association (NASAA), and the Small Business Administration, as well as an observer 
appointed by the Financial Industry Regulatory Authority (FINRA).
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Summary of Activities
The Committee met six times during FY2020: two in person, one telephonic, and three by video 
conference. Materials from meetings, including agenda, transcripts, and presentations, are available 
on the Committee’s webpage.

Small Business Capital Formation Advisory Committee FY2020 Meetings

November 12, 2019
Harmonization of the Exempt Offering Framework and  
Pooled Investment Funds

December 11, 2019 Harmonization of the Exempt Offering Framework (continued)

February 4, 2020

Exploration of Small Business Capital Markets Data and 
Challenges Faced by Small Businesses and Their Investors;  
and Local Capital Availability for Early-Stage Companies  
and the Role of Regional Funds

April 2, 2020
Ad Hoc Meeting in Response to COVID-19 Challenges Faced  
by Small Businesses

May 8, 2020 Capital Formation Proposal

August 4, 2020 Underrepresented Founders and Investors

[Top left] Members of the Committee discuss the 
exempt offering framework at the Committee’s  
meeting at the SEC’s Washington, DC 
headquarters on November 12, 2019.

[Top right] Chair Carla Garrett opens a video  
conference meeting. The Committee focused 
many of its discussions this year on the impacts 
of COVID-19 on small businesses.

[Bottom right] Members Jason Seats, Hank 
Torbert, Greg Dean, and Michael Pieciak engage 
in discussion.
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T
he Small Business A

dvocate Act es
tablished the SEC’s Small Business C

apital Formation Advisory 

Committee 
(Committee)

.226  The Committee 
provides a formal mechanism for the Commissio

n 

to rece
ive advice a

nd reco
mmendations on Commissio

n rules, r
egulations, and policy matters

 

affect
ing small businesses

, from emerging, privately-held companies to
 publicly-traded companies 

with less 
than $250 million in public m

arket ca
pitalization; trading in secu

rities
 of such companies; 

and public re
porting and corporate governance of such companies. T

he Office 
provides administra

tive 

support fo
r the Committee,

 which otherwise fu
nctions independently.

In April 2019, the Commissio
n appointed the inaugural members o

f the Committee.
227  The membership 

includes co
mpanies a

nd investors fro
m across a diverse 

set o
f experien

ces, i
ndustries

, geographies, 

and company life 
cycle st

ages. In
 FY2020, two inaugural members o

f the Committee 
resig

ned: Terry 

McNew and Karen Mills. I
n addition, Melanie Senter L

ubin succeed
ed Michael Piecia

k’s ser
vice a

s the 

North America
n Securities

 Administra
tors Association’s rep

resen
tative, and William Manger su

cceed
ed 

Joseph Shephard as the Small Business A
dministra

tion’s rep
resen

tative. The Commissio
n is grateful 

for their se
rvice a

nd commitment to small businesses
 and their in

vestors. T
wo new members w

ere 

appointed by the Commissio
n in FY2020 to fill v

acancies: 
Kesha Cash and Sue Washer.

228  The members 

of the Committee 
as of the end of FY2020 are as follows:

CARLA GARRETT, Chair 

Corporate Partner,  

Potomac Law Group PLLC 

Washington, DC

JEFFREY M. SOLOMON,  

Vice Chair 

Chief Executive Officer, Cowen, Inc.

New York, NY

GREGORY YADLEY, Secretary

Partner, Shumaker, Loop &  

Kendrick, LLP

Tampa, FL

YOUNGRO LEE, Assist
ant Secretary

CEO and Co-Founder,  

NextSeed

Houston, TX

KESHA CASH

Founder and General Partner,  

Impact America Fund

Oakland, CA

GREG DEAN*

Senior Vice President of the Office 

of Government Affairs, F
INRA

Washington, DC

Small Business C
apital 

Formation Advisory 

Committee FY2020 Summary
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Committee Recommendations

During FY2020, the Committee put forward the following six recommendations to the Commission:

Accredited Investor Definition

November 12, 2019The Commission’s Concept Release on Harmonization of Securities Offering Exemptions, 

Release No. 33-10649 (June 18, 2019) (Harmonization Concept Release)229 included 

a discussion of whether the SEC should amend the accredited investor definition. With 

respect to the definition of “accredited investor” as set forth in Securities Act Rule 501(a) 

of Regulation D, the Committee recommends that the Commission:

 
1. Leave the current financial thresholds in place, subject to possibly adjusting such 

thresholds downwards for certain regions of the country. 

2. Going forward, index the financial thresholds for inflation on periodic basis. 

3. Revise the definition to allow individuals to qualify as accredited investors based on 

measures of sophistication. In doing so, the Commission should create bright line 

rules for qualifying as an accredited investor by sophistication, which could include 

professional credentials, work experience, education, and/or a sophistication test.

RELEVANT COMMISSION ACTION

On December 18, 2019, as part of its broader effort to consider ways to harmonize and improve 

the exempt offering framework under the Securities Act of 1933 (Securities Act), the Commission 

proposed amendments to the definition of “accredited investor” under Regulation D of the Securities 

Act to add new categories of qualifying natural persons and entities and to make certain other 

modifications to the existing definition.230

Recap of FY2020 Work of the Small Business 
Capital Formation Advisory Committee



Meet our team of advocates:

6

https://www.sec.gov/oasb-meet-team


Data Sources
Unless otherwise indicated, data is derived from public filings with the 
SEC, as analyzed by the SEC’s Division of Economic and Risk Analysis.

Full citations, explanations of, and links to referenced data are 
provided in the annual report, available at www.sec.gov/oasb.
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CAPITAL RAISING TRENDS
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9Source: See FY2020 Report p. 11.



Where is capital being raised?
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Where are companies raising capital?20

The following maps illustrate the concentration of estimated total capital raised under various  
different offering types by issuers that report a primary location in the U.S., with the number of  
offerings conducted indicated on each state.
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Where are companies raising capital?20

The following maps illustrate the concentration of estimated total capital raised under various  
different offering types by issuers that report a primary location in the U.S., with the number of  
offerings conducted indicated on each state.
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Who are new entrepreneurs by race and ethnicity?

15
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Minority-Owned Businesses
New entrepreneurs in 2019 by race and ethnicity:165

What percentage of employer firms are owned by minorities?166

AL
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18% or more

12% to less than 18%

6% to less than 12% 

Less than 6%

White

58%

African  
American/Black

10%

Hispanic/Latino

23%

Asian American 
Pacific Islander

7%

AK HI

Source: See FY2020 Report p. 52; Ewing Marion Kauffman Foundation, “Who is the Entrepreneur? Race and Ethnicity, Age, and Immigration Trends among New Entrepreneurs in the United States, 1996-2019,” 
(2020).



What percentage of employer firms are owned by minorities? 

16
Source: See FY2020 Report p. 52; Small Business Administration Office of Advocacy, “Small Business Facts: Spotlight on Minority-Owned Employer Businesses,” (May 2019).



Minority-owned businesses face challenges accessing 
bank capital, leading to more financial restraints:

17

ü More likely to use personal funds as primary funding 
source

ü More likely to use personal funds in response to 
financial challenges

ü Generally lower credit approval ratings
ü Less frequently approved for full amount of loans

Source: See FY2020 Report p. 54; Alicia Robb, “Minority-Owned Employer Businesses and Their Credit Market Experiences in 2017,” SBA Office of Advocacy, (Jul. 22, 2020).



Minority founders raise less venture capital by headcount

18
Source: See FY2020 Report p. 55; RateMyInvestor and Diversity VC, “Diversity in U.S. Startups,” (Feb. 2019).



However, when diverse teams do raise, they tend to raise 
more than all white teams:

19
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of VC-backed founders are African American/Black,  
Hispanic/Latino, Middle Eastern, or Asian American.17123% 

How are minority founders faring with capital raising?

While all-white founding teams raise the majority of funding rounds, when diverse founding teams 
do raise capital from VCs, they tend to raise more:172

Ethnically Diverse Founders All-White Founders

M
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n
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m
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u
n
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R
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n
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Seed Series A Series B Series C Series D Series E

$25

$21

$17

$11

$5

$0.67

$40

$29

$19

$13
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$1

Source: See FY2020 Report p. 55; Marlon Nichols et al., “Deconstructing the Pipeline Myth and the Case for More Diverse Fund Manager,” Kauffman Fellows and MaC Venture Capital, (Feb. 2020).



The 13 million women-owned businesses include:

20
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The almost 13 million women-owned businesses include significant minority ownership:151

However, while all revenues have increased since 2014, average revenues in 2019 among  
women-owned businesses varied widely by racial and ethnic groups:152

White

6,525,946 
51%

African  
American/Black

2,681,179 
21%

Latina/Hispanic

2,346,190 
18%

Asian American

1,169,348 
9%

Native American/ 
Alaska Native

180,316 
1% Native Hawaiian/

Pacific Islander

40,375
0.3%

$24,000

$69,500

$50,900

$191,200

$68,500

Ç 20.8%

$142,900

All Women Native  
American/

Alaska  
Native

Latina/
Hispanic

Asian 
American

African 
American/

Black Women

Native 
Hawaiian/

Pacific 
Islander

Ç 24.7% Ç 42.8% Ç 34.6% Ç 33.2% Ç 35.1%

Source: See FY2020 Report p. 47; American Express, “The 2019 State of Women-Owned Businesses Report,” (Sept. 2019).



Women founders raise less venture capital by headcount

21
Source: See FY2020 Report p. 49; Crunchbase, “Funding to the Female Founders,” (Mar. 2020).



Women-led founding teams raise less than their male peers

Lower median VC pre-money 
valuations in 2019

22

$ 460K

$ 7.0M

$ 600K

$ 7.7M

Seed Series A
All Women All Men

Lower median funding 
rounds in 2019

Source: See FY2020 Report p. 48; PitchBook-NVCA, “Venture Monitor Q4 2019,” (Jan. 13, 2020); Crunchbase, “Funding to the Female Founders,” (Mar. 2020).



IMPACTS OF COVID-19 
ON CAPITAL RAISING
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Small businesses declined by 27% from 
January to September 2020

24
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How has the number of open small businesses changed across  
the US?29

From January 2020 through September 2020, the number of small businesses decreased by 27%.  
The below map illustrates the percentage change across the country.30
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-24

NY
-28.3

OH
-25.4

OK
-30.9

OR
-24.8

PA
-23

SC
-21

RI
-36.9

CT
-34.6

MA
-35

SD
-22

TN
-20.7

TX
-31.3

UT
-18.8 VA

-24.3

WA
-26.7

WI
-28

WV
-21.4

WY
-31.9

PR VI

IA
-23.4

GU

Between -30% and -43% Between -25% and -30% Between -20% and -25%

Between -13% and -20% No data

During the same time period, how did the percentages of open  
small businesses change across different industries?31

Leisure and 
Hospitality

Retail and 
Transportation

Education and 
Health Service

VT
-23.1

Source: See FY2020 Report p. 18; Raj Chetty et al., “The Economic Impacts of COVID-19: Evidence from a New Public Database Built from Private Sector Data,” Opportunity Insights, (Sept. 2020).



Revenues declined dramatically after March 2020
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Of the businesses still open, how have their revenues changed 
during COVID-19 when compared to January 2020?32

Access to capital remains a major concern for small business

Retail and Transportation

Leisure and Hospitality

Education and Health Services 

All Small Businesses

%
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es
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-20%

-30%

-40%

-50%

-60%

-70%

-80%

January March April May June July August September

Many small businesses entered the pandemic with enough cash  
on hand to cover two weeks or less without revenue.33

45%
of small businesses needed to reduce their headcount.34

of small businesses planned to use  
personal savings to reopen their business, 
and 39% did not know where they would 

access capital to reopen.35

of small businesses are concerned  
about financial hardship due to prolonged 
closures and 58% worry about having to 

permanently close.36

70%41%

Source: See FY2020 Report p. 19; Raj Chetty et al., “The Economic Impacts of COVID-19: Evidence from a New Public Database Built from Private Sector Data,” Opportunity Insights, (Sept. 2020).



COVID-19 has highlighted and exacerbated preexisting 
inequities among historically underrepresented founders

26
Source: See FY2020 Report p. 58; Robert W. Fairlie, “The Impact of COVID-19 on Small Business Owners: Continued Losses and the Partial Rebound in May 2020,” National Bureau of Economic Research, (Jul. 
2020 Working Paper).



POLICY PRIORITIES:
Challenges of Offering Complexity and Friction

Bridging Networks between Founders and Investors
Diversifying Access to Capital

Attractiveness of Public Markets
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Policy Priority 1

Challenges of Offering 
Complexity and Friction
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Small businesses less than one year old have an outsized 
impact on job creation: 

28  |   SEC OFFICE OF THE ADVOCATE FOR SMALL BUSINESS CAPITAL FORMATION

Small and Emerging Businesses

T
his segment of companies includes high-growth startups that raise capital to get off the ground 
and through early prototypes, as well as small businesses that provide local jobs but do not fit the 
high-growth model that is the target of venture capital (VC) investments.72

Why is access to capital for small and emerging businesses  
so important?
Small businesses less than one year old have an outsized impact on job creation:73

10% of all businesses

20% of all new jobs

Between 90 and 95 percent of entrepreneurs that hire require some 
amount of financing to start their businesses.

VICTOR HWANG, SAMEEKSHA DESAI,  
AND ROSS BAIRD74

“

The vast majority of aspiring entrepreneurs report multiple barriers in accessing capital for their 
businesses, including the following top challenges according to a recent survey:75

86%

networks and  
connections

74%
92%

money to  
start business 

money to  
grow business

Source: See FY2020 Report p. 28; Kenan Institute, “Frontiers of Entrepreneurship 2020 Trends Report,” (Jan. 2020).



What are common sources of capital for 
small and emerging businesses? 

30

Loan or Line of Credit - 54%

Credit Card - 53%

Trade Credit - 12%

Leasing - 11%

Equity Investment - 6%

Merchant Cash Advance - 5%

Factoring - 3%

Other - 2%

Retained Business 
Earnings
77% Personal 

Funds
14%

External 
Financing 9%

Source: See FY2020 Report p. 29; Federal Reserve Banks, “2020 Report on Employer Firms: Small Business Credit Survey,” (2020).



Collateral is often a pre-requisite for small businesses 
seeking bank financing

31
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What sources of collateral are used by small businesses when 
accessing bank loans?81

Bank loans may not be a funding option for many small and emerging businesses. During the initial 
start-up stage, they typically have minimal or no collateral and lack sufficient earnings histories, tax 
returns, and performance track records for bank underwriting.82 In the absence of collateral from the 
business, banks often rely on information about the founder or entrepreneur, such as personal wealth, 
income, debt, or home ownership, to determine loan default probability.83

What is the role of community banks?
Community banks are often better positioned to underwrite small business loans because their 
relationship lending models provide an advantage for pricing lending risks that are unique, infre-
quent, and localized, including close familiarity with customers, more tailoring of loans, and close 
geographic proximity to collateral.84

Since 1986, there has been a 70% decrease in the number of FDIC-insured banks.85

PERSONAL GUARANTEE

BUSINESS ASSETS

PERSONAL ASSETS

NO COLLATERAL REQUIRED

FUTURE SALES

59%

49%

31%

17%

8%

Source: See FY2020 Report p. 30; Federal Reserve Banks, “2020 Report on Employer Firms: Small Business Credit Survey” (2020).
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Our rules are complex.  Period.



Recommended Solution 1

Targeted Educational 
Programs
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Policy Priority 2

Bridging Networks Between 
Founders and Investors



Angel investors play a critical role funding
early-stage small businesses

35
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What is the role of angel investors?
Angel investors are generally high net worth individuals who invest their own funds directly in early-
stage businesses. Companies receiving angel investments are largely in the development stage and 
therefore riskier investments.86  Recognizing the importance of diversifying, angels often syndicate, 
which allows them to participate in larger deals and limits their individual check sizes.87

What was the scale of angel investing in early-stage companies  
in 2019?88

Beyond supporting their own portfolio companies, angels are an integral 
component of the growth of VC ecosystems. The impact of angel 
mentorship and networking can be even more influential within  
ecosystems outside traditional VC hubs.

   PITCHBOOK89

“

323,365
active angel investors

63,730
entrepreneurial ventures 

received angel funding

$23.9 billion
in total angel investments

$374,225
average angel funding round

Angels generally invest in businesses located close by.
The distance between the lead investors and 

the target business averages only 

37 miles.90

Source: See FY2020 Report p. 32; Jeffrey Sohl, “The Angel Market in 2019: Commitments by Angels Increase with a Significant Rise in Deal Valuations,” Center for Venture Research, (May 5, 2020).



Networks barriers are among the top 3 challenges facing 
aspiring entrepreneurs

36

28  |   SEC OFFICE OF THE ADVOCATE FOR SMALL BUSINESS CAPITAL FORMATION

Small and Emerging Businesses

T
his segment of companies includes high-growth startups that raise capital to get off the ground 
and through early prototypes, as well as small businesses that provide local jobs but do not fit the 
high-growth model that is the target of venture capital (VC) investments.72

Why is access to capital for small and emerging businesses  
so important?
Small businesses less than one year old have an outsized impact on job creation:73

10% of all businesses

20% of all new jobs

Between 90 and 95 percent of entrepreneurs that hire require some 
amount of financing to start their businesses.

VICTOR HWANG, SAMEEKSHA DESAI,  
AND ROSS BAIRD74

“

The vast majority of aspiring entrepreneurs report multiple barriers in accessing capital for their 
businesses, including the following top challenges according to a recent survey:75

86%

networks and  
connections

74%
92%

money to  
start business 

money to  
grow business

Source: See FY2020 Report p. 28; Jessica Looze and Sameeksha Desai, “Challenges Along the Entrepreneurial Journey: Considerations for Entrepreneurship Supporters,” Ewing Marion Kauffman Foundation, 
(May 2020).



Proximity to investors matters
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What is the role of angel investors?
Angel investors are generally high net worth individuals who invest their own funds directly in early-
stage businesses. Companies receiving angel investments are largely in the development stage and 
therefore riskier investments.86  Recognizing the importance of diversifying, angels often syndicate, 
which allows them to participate in larger deals and limits their individual check sizes.87

What was the scale of angel investing in early-stage companies  
in 2019?88

Beyond supporting their own portfolio companies, angels are an integral 
component of the growth of VC ecosystems. The impact of angel 
mentorship and networking can be even more influential within  
ecosystems outside traditional VC hubs.

   PITCHBOOK89

“

323,365
active angel investors

63,730
entrepreneurial ventures 

received angel funding

$23.9 billion
in total angel investments

$374,225
average angel funding round

Angels generally invest in businesses located close by.
The distance between the lead investors and 

the target business averages only 

37 miles.90
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What is the role of angel investors?
Angel investors are generally high net worth individuals who invest their own funds directly in early-
stage businesses. Companies receiving angel investments are largely in the development stage and 
therefore riskier investments.86  Recognizing the importance of diversifying, angels often syndicate, 
which allows them to participate in larger deals and limits their individual check sizes.87

What was the scale of angel investing in early-stage companies  
in 2019?88

Beyond supporting their own portfolio companies, angels are an integral 
component of the growth of VC ecosystems. The impact of angel 
mentorship and networking can be even more influential within  
ecosystems outside traditional VC hubs.

   PITCHBOOK89

“

323,365
active angel investors

63,730
entrepreneurial ventures 

received angel funding

$23.9 billion
in total angel investments

$374,225
average angel funding round

Angels generally invest in businesses located close by.
The distance between the lead investors and 

the target business averages only 

37 miles.90

37 miles          to lead angel investor

100 miles           to seed financing

400 miles
to later-stage VC

Source: See FY2020 Report pp. 32 and 37; Kyle Stanford, “Angels: Foundational Investors to VC,” PitchBook, (Sep. 1, 2020); Kyle Stanford and Darren Klees, “Analyst Note: The Effect of Capital Resources on 
Dealmaking: Can Patterns in VC Resources Help Pinpoint Underfunded Ecosystems?,” PitchBook, (Nov. 15, 2019).



70% of VC funds are concentrated in 3 metro areas:

38
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Who invests in mature and later-stage businesses? 

Venture Capital Funds

Venture capital funds are generally structured as private funds that invest in early stage companies 
with high growth potential, taking on a high degree of investment risk in exchange for significant 
expected investment multiples.

70% of VC funds  
are concentrated in  

3 metro areas.104

Investments are  
locked in until  

a liquidity event.

Lifespan to raise capital,  
enter into, and exit from all  

investments is limited.105

Nontraditional Investors

Investors that historically made investments through VC funds as limited partners—such as sovereign 
wealth funds, corporations, and other institutions—are increasingly making direct investments in 
mature and later-stage businesses.106

Average later-stage deal  
size with nontraditional  

participation in 2019 was more  
than 4x the average size  

of deals without a  
nontraditional investor.107

of VC deal value  
originated from deals  
with nontraditionals  
in 2018 and 2019.108

Many nontraditionals,  
especially mutual funds, 
invest with expectations  
of capturing returns from  

an imminent IPO.109

10  
Years

$60.3 
million

79.2%

Source: See FY2020 Report p. 36; Kyle Stanford and Darren Klees, “Analyst Note: The Effect of Capital Resources on Dealmaking: Can Patterns in VC Resources Help Pinpoint Underfunded Ecosystems?,” 
PitchBook, (Nov. 15, 2019).



Rural businesses face particular challenges raising capital
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by Small Public Companies

$11.3B
total

$102M
total $6.2M

total

$455M
total

Compared  
to 18% of U.S. 
population

However, over the three years ending June 30, 2020, businesses in rural areas204 raised less capital 
relative to the U.S. population:

The concept of ‘locavesting’—which refers to community investing—has been recognized as 
especially important in rural areas lacking investment capital since such areas often have strong 
economic ties to their local businesses.205

How does the rural population compare to the amount of capital 
being raised?

18% 
of the U.S. population  
lives in rural areas.202

17% 
of small employer firms are 
located in rural areas.203

Where are rural businesses growing in number?
In 2018, 53% of rural counties in the U.S. saw an increase in the number of businesses. 
Rural counties in the Western U.S. led the growth, where the number of businesses increased  
by 2.4%. The five states with the highest rates of rural business growth were:201

California Hawaii New Mexico UtahOregon

Source: See FY2020 Report p. 63.



Artificial boundaries between investors and businesses 
reinforce pattern matching

40
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Why should investors care about investing in  
minority-owned businesses?

Investors in companies with ethnically diverse leadership teams have higher realized return multiples 
than they do from companies with all-white leadership teams:174

Founding Team’s Ethnicity C-Level Leadership Ethnicity

Ethnically Diverse  
Founders

All-White 
Founders

Ethnically Diverse  
C-Level Leadership

All-White C-Level 
Leadership

Our data show that more than 75% of all rounds are raised by White 
Founding Teams. That means 3 out of 4 venture capital rounds are 
going to non-diverse teams, who will then go on and become repeat 
founders or venture partners if their companies are successful.

MARLON NICHOLS, COLLIN WEST 
AND GOPINATH SUNDARAMURTHY OF 
KAUFFMAN FELLOWS175

“

3.26x 2.50x 3.31x 2.02x

Founders are 21% more likely to be funded by an  
investor of the same ethnicity than of a different ethnicity.173

Pattern matching persists:Founders are 21% more likely to be 
funded by an investor of the same 
ethnicity than of a different ethnicity.

Source: See FY2020 Report p. 56; Kenan Institute, “Frontiers of Entrepreneurship 2020 Trends Report,” (Jan. 2020).



Recommended Solution 2

Clear Finders Framework

41
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Policy Priority 3

Diversifying Access 
to Capital



Late stage venture capital activity is thriving

43
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How are mature and later-stage companies and their investors 
responding to COVID-19?

While some funds and portfolio companies have been significantly impacted by the 
pandemic, initial data suggest that the VC industry in the aggregate has been less 
affected than other parts of the economy.117  A primary impact of the pandemic has 
been market uncertainty that is substantially different from the type of uncertainty 
these founders and investors have historically evaluated.118  Companies have been 
preparing for long-term impacts by establishing cash reserves and trimming budgets.119

How has the pandemic impacted VC deal activity?
While early-stage VC (Series A and B) started to increase in deal value at the beginning of 2020,  
deal count continues to decline:120

Later-stage VC deal activity (Series C and up) has been more resilient than other stages,121 which may be 
a reflection of investors focusing funding on existing portfolio companies rather than new investments:

657
764

930953941
1038

1154

Q1 Q2 Q3 Q4 Q1 Q2 Q3

Deal CountDeal Value ($B)

2019 2020

$9.2$8.2$10.3$10.0$11.7$12.3$12.3

Q1 Q2 Q3 Q4 Q1 Q2 Q3

Deal CountDeal Value ($B)

2019 2020

$26.6$28.9$22.8$18.6$20.0$21.5$20.6

662

828838

700718
751

806

Source: See FY2020 Report p. 38; PitchBook-NVCA, “Venture Monitor Q3 2020,” (Oct. 12, 2020).



First time funds continue to decline
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How has VC fundraising activity changed?
Through the third quarter of 2020, overall fundraising activity remained active.122 However, since the 
pandemic hit, there has been a significant drop in first-time funds, which raised only $1.9 billion across 
30 funds through Q3 2020, compared to $5.3 billion over 81 funds in 2019:123

How has exit activity changed?
Over the last three quarters, acquisition activity has dropped while IPO activity has increased  
by deal count:125

228

$56.6

470

$54.9

584

$68.1

2018 2019 2020*

Fund CountCapital raised ($B)

*Through Q3 2020

The percentage of 
small funds (<$50M) 
raised in 2020 is on 

track to dip 

below 40% 
for the first time 

since 2008.124

2019 2020

110

37

128

188191

49

200

19

213

34

205

Acquisition IPO Buyout

14

38

19

25

10

43
15

56

63

47

Q1 Q2 Q3 Q4 Q1 Q2 Q3

Source: See FY2020 Report p. 39; Cameron Stanfill, et al., “Analyst Note: 2020 Venture Capital Outlook: H1 Follow-Up,” PitchBook, (Jul. 6, 2020); PitchBook-NVCA, “Venture Monitor Q3 2020,” (Oct. 12, 2020).



Women and minorities are underrepresented among 
angel investors

45
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Minority Investors

of angel investors in 2019 were minorities  
(up from 2018's level of 5.3%).1767% 

Minorities remain underrepresented within the VC industry:177

VC Workforce

VC Investment Partners

White Asian American Hispanic/Latino African American 
/Black

4%5%

17%

76%

White Asian American Hispanic/Latino African American 
/Black

3%3%

15%

80%
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Women Investors in Small Businesses

of angel investors in 2019 were women  
(unchanged from 2018's level of 29.5%).16229% 

Women are underrepresented in investor leadership roles within the VC industry:163

of decision-makers in VC  
firms are women.

of top quartile VC firms lack 
women decision-makers in 

GP leadership.

of LP firms lack women 
decision-makers.

31% 44%

Given studies that emphasize how female VC partners are twice as likely 
to invest in startups with at least one female founder and more than 
three times as likely to back startups with female CEOs, the discrepancy 
at the funder level is critical in this equation.

 PITCHBOOK & ALL RAISE164

“

12%

29% of angel investors in 2019 were women

7% of angel investors in 2019 were minorities
Source: See FY2020 Report pp. 51 and 57; Jeffrey Sohl, “The Angel Market in 2019: Commitments by Angels Increase with a Significant Rise in Deal Valuations,” Center for Venture Research, (May 5, 2020). 



Women and minorities are also underrepresented among VC 
investment partners
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Women Investors in Small Businesses

of angel investors in 2019 were women  
(unchanged from 2018's level of 29.5%).16229% 

Women are underrepresented in investor leadership roles within the VC industry:163

of decision-makers in VC  
firms are women.

of top quartile VC firms lack 
women decision-makers in 

GP leadership.

of LP firms lack women 
decision-makers.

31% 44%

Given studies that emphasize how female VC partners are twice as likely 
to invest in startups with at least one female founder and more than 
three times as likely to back startups with female CEOs, the discrepancy 
at the funder level is critical in this equation.

 PITCHBOOK & ALL RAISE164

“

12%

80%

15%

3% 3%

White Asian American Hispanic/Latino African
American/Black

Source: See FY2020 Report pp. 51 and 57; PitchBook and All Raise, “All In: Women in the VC Ecosystem,” (Nov. 11, 2019); NVCA and Deloitte, “Human Capital Survey,” (2018).



Recommended Solution 3

Support for Pooled 
Investment Vehicles

47



48

Policy Priority 4

Attractiveness of 
Public Markets



How has the prevalence of publicly traded companies 
changed over time? 
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What is the scale of public vs. private investments?
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How does the size of the public market compare to the  
private markets?

When comparing the average investment returns of private funds over the past three decades using 
a public market equivalent, buyout funds have outperformed the public markets by a ratio of 1.2,132 

and VC funds have performed relatively the same as the public markets at slightly above 1.0.133

The size of the U.S. public market is significantly larger than market for private investments via 
buyout funds and venture capital funds:130

27x
the AUM for  

private buyout  
funds

80x
the AUM for  

VC funds

As of the end of 2019, 
the market cap of 

U.S. public equities was

$37.7 trillion.

The amount managed by U.S. domestic mutual funds far exceeds the assets under management 
(AUM) and dry powder for both private buyout and venture capital funds:131

Public Funds

Active Mutual Funds
$5.6 Trillion

Index Mutual  
Funds
$2.8 Trillion

Private Funds

Buyout Fund AUM  
$1.4 Trillion

Buyout Fund Dry 
Powder 
$0.6 Trillion

VC Fund  
AUM
$0.5 Trillion

VC Fund  
Dry Powder
$0.1 Trillion

Source: See FY2020 Report p. 41; Michael J. Mauboussin and Dan Callahan, “Public to Private Equity in the United States: A Long-Term Look,” Morgan Stanley, (Aug. 4, 2020).



Exit trends have begun shifting towards IPOs
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How has VC fundraising activity changed?
Through the third quarter of 2020, overall fundraising activity remained active.122 However, since the 
pandemic hit, there has been a significant drop in first-time funds, which raised only $1.9 billion across 
30 funds through Q3 2020, compared to $5.3 billion over 81 funds in 2019:123

How has exit activity changed?
Over the last three quarters, acquisition activity has dropped while IPO activity has increased  
by deal count:125

228

$56.6

470

$54.9

584

$68.1

2018 2019 2020*

Fund CountCapital raised ($B)

*Through Q3 2020

The percentage of 
small funds (<$50M) 
raised in 2020 is on 

track to dip 

below 40% 
for the first time 

since 2008.124

2019 2020

110

37

128

188191

49

200

19

213

34

205

Acquisition IPO Buyout

14

38

19

25

10

43
15

56

63

47

Q1 Q2 Q3 Q4 Q1 Q2 Q3

Source: See FY2020 Report p. 39; PitchBook-NVCA, “Venture Monitor Q3 2020,” (Oct. 12, 2020).



What is happening with IPO activity?

52
Source: See FY2020 Report p. 27.



Recommended Solution 4:

Foster the Public 
Company Environment
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Download a copy of the 
FY2020 Annual Report on our 

webpage at 
www.sec.gov/oasb. 

Direct report download here.
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http://www.sec.gov/oasb
https://www.sec.gov/files/2020-oasb-annual-report.pdf


Q&A

www.sec.gov/oasb
smallbusiness@sec.gov


