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I Executive Summary | About this Report

The objective of this report is to assess
Michigan's Entrepreneurship and
Innovation (E&I) programs, focusing on
their economic impact and overall
effectiveness. This report marks the
beginning of a comprehensive series of
evaluations, mandated by the 2018 Economic
Development Incentive Evaluation Act. The Act
stipulates that the State must conduct
independent evaluations of a designated
number of programs annually. The Act’s
fundamental objective is to guarantee the
efficiency, efficacy, and accountability of the
State's economic development initiatives.

The State of Michigan actively supports its
community of high-tech entrepreneurs
and innovators through nine programs.
These programs are under the purview of the
Michigan Strategic Fund (MSF) and executed
by the Michigan Economic Development
Corporation (MEDC) in collaboration with
various local partners, including Michigan-
based universities and local nonprofit
organizations. The overarching objective of the

MICHIGAN STRATEGIC FUND

MICHIGAN ECONOMIC
' DEVELOPMENT CORPORATION

E&l programs is to support MSF’s mission of
encouraging the diversification of the economy
and the creation of jobs and investment in the
State by nurturing high-tech entrepreneurship
and innovation in Michigan. These nine
programs can be grouped into four primary
areas of support: university-based innovation,
federal grant support, early company
formation, and early-stage funding.

During the five-year period analyzed in
this study (FY19-FY23), the nine MSF E&I
programs were allocated around $74
million in State funds, averaging around
$14-16 million per year. However, when
looking at a longer timeseries, the annual
budget for the E&l programs experienced a
decline before its more recent period of
stability. Starting at a peak of $28.5 million in
2014, the total E&I budget gradually
decreased, and eventually reached the current
and stable level of $15.6 million. Thus, over
the last 10 years, MSF’s E&l programs faced a
decreasing budget which resulted in program-
matic cuts and reduced spending.

Evaluating 9 programs within 4 categories

Provide research funds and
mentorship opportunities to support
research transfer of technologies
from university to the market

Provide training opportunities and
Federal ,
Grants matching funds to awardees of
STTR/SBIR grants

Provide consulting services and

University
Based
Innovation

Bty create opportunities to connect
fpmpany entrepreneurs to the broader
. Small . Formation P
; Economic ; Entrepreneurship ecosystem
Regional Business ;
. Development . and Innovation
Prosperity . Services & ) .
Incentives : (E&I) Early Provide seed capital to early stage,
Solutions . e

Funding Michigan-based startups

FOCUS OF THIS
EVALUATION

Sources: [1] MEDC



I Executive Summary | Key Findings

The first finding from this evaluation is
that Michigan possesses a fertile
environment for a flourishing entre-
preneurship and innovation ecosystem
but will require targeted State action to
reach its full potential. Looking beyond the
programs evaluated in this analysis and taking
a broader perspective on Michigan's overall
performance in E&l metrics, it is clear that the
State possesses numerous crucial resources
that can propel it to become a leading state in
high-tech entrepreneurship and innovation.
Notably, Michigan has a long-standing comm-
itment to R&D investments, is the 6th largest
state in the country in terms of patents issued
and has a robust presence of science and
engineering occupations. In terms of areas for
growth, the most significant opportunities
identified by this study are the need for
Michigan to more successfully transition its
R&D efforts into the establishment of new
startups and expand Michigan's capital pool
by stimulating investor activity.

Another significant finding is that,
collectively, the E&l programs overseen
by the Michigan Strategic Fund (MSF)
have demonstrated a high return on
investment. Over the past five years, these
programs have generated an estimated impact
of $4.5 billion in Gross State Product (GSP),
showcasing their  substantial economic
contribution. Moreover, these programs have
exhibited cost-effectiveness in creating job
opportunities, with an average cost of $15,850
per job generated. The unique value of these
E&l programs lies in their ability to provide
crucial support to high-tech innovative
ventures during their critical early stages. By
focusing on the needs of these ventures
during their early stages of development, these

programs act as a catalyst for economic
impact resulting in a high return on investment.

Furthermore, at the individual program
level, this study highlights that while most
of MSF’s E&l programs offer significant
value to participating entrepreneurs and
innovators, certain programs exhibit
higher levels of impact than others. The
Early-Stage Funding program (ESF), emerges
as the overall most impactful program within
Michigan's E&l portfolio, with remarkable
outcomes. ESF has been instrumental in
enabling Michigan entrepreneurs to secure an
average funding amount as high as $5.7
million of dollars and to create, on average, up
to 9 jobs. The individual evaluation provides
the State with additional insights to guide
future actions and prioritize capital allocation
towards programs that offer greater value to
Michigan's entrepreneurs.

In addition to the quantitative analysis
described above, this study incorporated
qualitative insights gathered from diverse
stakeholders across Michigan's E&l eco-
system, most notably program managers,
entrepreneurs, mentors, and early-stage
investors. These interviews revealed that
despite the achievements of MSF's E&l
programs, their current scale limits their
capacity to fully meet the needs of the E&l
community. Pain points frequently mentioned
by entrepreneurs were the lack of access to
adequate fundraising support and mentorship
opportunities, and the difficulty of finding and
retaining qualified talent. Moreover, the
absence of State-funded incentives for early-
stage investments was highlighted as a limiting
factor among investors.



I Executive Summary | Recommendations

To maximize the E&l team’s capacity to
support the Michigan Strategic Fund in
achieving its mission, this study
recommends that moving forward, the
State focuses on four primary areas: 1)
investing in high-quality data, 2) increasing the
visibility of Michigan’s E&I efforts and
successes, 2) budgeting for the long-term and
preparing for funding gaps, and 4) building
from current successful programs to scale-up
impacts. The diagram below summarizes the
vision for these changes.

This study suggests a series of tactics that
will allow the State to start acting on the
four recommendations in an impactful,
targeted manner. For example, to invest in
high-quality of data, the State should consider
assigning dedicated E&I staff to ensure data
quality, assign unique identifiers to companies
tracked in the MEDC’s database, regularly
train and educate partners on quality
assurance metrics, and standardize program
data collection methods. To increase the
visibility of its efforts and successes, the State
should communicate more frequently with key

RECOMMENDATIONS

MICHIGAN'S E&l TODAY

stakeholders, advertise success stories more
regularly (i.e., thriving startups that have
emerged from the E&l programs), and
coordinate and facilitate networking events
and collaboration among stakeholders. To
budget for the long-term and prepare for
funding gaps the State should develop a 10-
year E&l strategic and budget plan, partner
with local organizations to fill in short-term
budget gaps and consider investing in an
evergreen fund. Finally, to build on its most
successful efforts and fill in strategic gaps, this
analysis found that the Sate should expand its
mentorship offering, grow the ESF program,
support entrepreneurs’ talent search, and
identify opportunities to expand economic
incentives related to E&l, particularly related to
early-stage investment activities.

A detailed look into the complete set of

recommended tactics can be found in
Appendix A.

MICHIGAN'S E&l TOMORROW

Invest in

high-quality data
resources were available

The existing database allows for good visibility
into the program'’s performance, but data
collection efforts could be strengthened if more

database that clearly conveys the

The State holds a robust high-confidence
value of its E&I programs

Increase the visibility
of Ml's E&I efforts
and successes

While stakeholders generally acknowledge the
value of E&lI, there is limited awareness of
ongoing programs and their achievements

that communicates the importance of E&I and
facilitates synergies that uplift the whole

} The State plays the role of a central coordinator
industry

Budget for the long-
term and prepare for
funding gaps

The current budget process for E&I aligns with
the State’s 1 to 2-year cycle, which increases
uncertainty and limits long-term planning

stable and predictable funding sources that

} The State’s E&I programs benefit from more
allows for long-term planning

The existing programs are highly impactful, but
their current scale limits their ability to
comprehensively address market needs

Michigan becomes a national reference for
excellent E&I support through its programs and
economic incentives



I Executive Summary | Approach

This report presents findings derived from a comprehensive approach that combines
quantitative and qualitative research methods. The analysis draws on a robust database
comprised of 8,000+ data points across 4.5 years and various impact metrics. These quantitative
insights were complemented by information gathered through stakeholder interviews, surveys,

and extensive desktop research.

Data Sources

@ Impact Metrics 3&% Stakeholder Interviews

8,000"' data points across 4.5 years on
the impact of the nine E&I programs were
gathered from a variety of sources including
the MEDC and program grantees. The impact
data were the primary inputs for the
economic modeling of the E&I programs that
support the findings of this report.
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220+ survey responses from program
participants were received (i.e.,
entrepreneurs and innovators), providing
responses regarding the estimated value
program provided. These survey responses
provided additional quantitative and
qualitative insights to this analysis.

50+ individuals were interviewed across a
wide spectrum of stakeholder groups,
including program administrators, industry
experts, and partner organizations. These
interviews provided additional insights and
context to the program’s quantitative
evaluation.
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Multiple internal State documents,
articles, and best practices related to
Michigan's economy and E&l programs were
reviewed. This additional analysis offered
external perspectives and allowed for a
nation-wide benchmarking analysis of
Michigan’s performance.
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A Look at Michigan’s Entrepreneurship &

Innovation Ecosystem

Michigan has many of the essential elements to become a leading state with respect to
supporting entrepreneurship and innovation, and with continued, targeted action from
entities like MSF and the MEDC, the State can reach its full potential.

Michigan has the 14th largest economy in the
United States, but for many innovation-
related metrics, it consistently ranks among
the top 10. Despite slower economic growth over
the past decades, which has lowered Michigan's
national ranking from 9t to 14t place in terms of
GDP,' Michigan’s long-standing commitment to
research and human capital formation has helped
maintained its position as a top ten performer in
key indicators necessary to foster entre-
preneurship and innovation (E&l). These indicators
include total investments in research and
development (R&D), where Michigan is ranked 6t
in the nation (just shy of New York), approved
patents, where Michigan also ranks 6™ (right
behind Massachusetts), and the percentage of
science and engineering occupations among all
occupations, where Michigan ranks 10 (nearly on
par with Oregon ranked 9™ and not far behind
California). Michigan’s high performance in these
areas indicates that the State provides fertile
ground for a thriving E&l ecosystem.

Total R&D Investment

US Patents

Compared to states like Ohio, lllinois, and
Virginia, Michigan exhibits favorable
performance in the field of E&I, with potential
for growth in one key area. Michigan leads the
pack in university R&D investments among its
neighboring states, averaging around $3 billion
annually2. Additionally, it consistently attracts
significant STTR/SBIR funding at levels similar to
lllinois3. However, Michigan's research efforts
appear to be more focused on academic research
rather than entrepreneurial endeavors. Although
Michigan’s public universities contribute
significantly to the state’s startup creation, as
many as 30 a year4, data suggest even more
could be done. For example, Michigan produces
one invention disclosure® for every $3.2 million in
R&D, and one startup for every $79 million
invested. In comparison, Ohio achieves one
invention disclosure for every $2.3 million in R&D
and one startup for every $72 million invested in
R&D. These figures indicate that Michigan could
benefit from fostering an even stronger cultural
shift that encourages and facilitates the transfer of
R&D investments into entrepreneurship.

Science & Engineering Occupations

In $ billions, top 10 states, 2019
) R&D as a % over GDP

% of all patents, top 10 states, 2021

% of all occupations, top 10 states, 2022

cA I 193 (6.2% ) cA I 07 4% wA I N 10.4%

wA [l 41 (67%) ™ I 72% MD —‘- 9.9%
vA [ 39 66/ NY [ 55% VA —- 9.4%
™ Il 31 Gr7%) wa I 5.0% co _- 9.3%
NY Il 29 (1.6% ) vA Il 4.9% MA —_ 9.2%
| vi [l 25 (a6%) | | vi [l 4.0% | CA ‘F 7.8%

NJ Il 23 (35%) i [l 34% NH - I 7 5%

vD [l 23 (53%) FL Il 3.2% uT _- 7.6%

PA I 21 -:j'zﬂs%__; OH [l 3.0% OR _. 7.4%

iL 18 ;Vi:g%'j:- NJ [l 2.8% | M _l 7.3%

Source: National Science Foundation

Source: United States Patent and Trademark Office

Source: US Bureau of Labor Statistics

Sources: [1] US Bureau of Economic Analysis [2] National Center for Science and Engineering Statistics, Higher Education R&D Survey; FY2016-2020 [3] Small Business Innovation
Research (SBIR) and Small Business Technology Transfer (STTR) award data collected by SBA from FY2016 to 2020; [4] University of Michigan Office of Technology Transfer [5] An
invention disclosure is a confidential document written by a scientist or engineer for use by a company's patent department



A Look at Michigan’s Entrepreneurship &

Innovation Ecosystem

Another critical area for growth is Michigan’s
early-stage investor activity, which, despite
growth in recent years, continues to fall
behind its regional peers. From 2016 to 2021,
Michigan experienced significant growth in
venture capital (VC) funding going from less than
$0.5 billion in total VC investment in 2018 to more
than $6 billon in 2021. Although this impressive
growth was greatly influenced by a nation-wide
surge in venture capital investments and the rise
of a few local “unicorns,” which accounted for
roughly 80 percent of the VC funding in 2021, this
progress is still notable. According to a 2022
Research Report from the Michigan Venture
Capital Association (MVCA), there were 154
venture-backed startups in Michigan, an increase
of 56 percent over the past five years. However,
despite this surge, Michigan’s investor ecosystem
is still considerably smaller than those of its peers
— most notably, Ohio, Virginia, and lllinois. While
Michigan has 90 venture capital firms
headquartered in the State, Ohio has 108, Virginia
has 117, and lllinois has 289. Michigan’s relatively
low investor count ultimately leads to less funding
available to founders. For example, looking at a 5-
year average from 2018-2022, Michigan’s startups
received a total of $2.7 billion in VC funding per

VC investments in Ml vs US'

In US billions, 2016 — 2023 YTD
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year, while lllinois-based startups received $3.8
billion', or 40 percent more than Michigan.

Furthermore, without proactive measures,
the disparity between Michigan and other
regional states could widen. Recent data on VC
funding in the US and Michigan shows that the
exponential surge observed between 2018 and
2021 has come to a stop due to a larger crisis in
the industry. In fact, VC funding has suffered a
sudden and significant drop across the country. In
the United States the overall drop from 2021 to
2022 has been of approximately 45 percent, while
in Michigan VC funding has reduced by more than
70 percent. As this takes place, neighboring
states like Ohio and lllinois have taken significant
strides over the last years to increase funding
available and bridge the early-stage funding gap,
providing further support to their startups through
the creation and expansion of initiatives like Ohio's
Third Frontier and lllinois’” Growth and Innovation
Fund.

To address this gap, Michigan could capitalize on
some of the positive momentum seen between
2018 and 2021 in its VC landscape and increase
incentives to private investors acting in the state.

Regional investor presence?

Number of venture capital investors with a HQ in the state

Bottom
performer

Top
performer

Sources: [1] Based on a Crunchbase Pro query of all investments made in Michigan- and lllinois-based organizations by venture capital investors between 2018-2022. Exact
deals counted may vary depending on specifics of the query and source, but the overall trends are consistent, [2] Crunchbase; figures reflect count of active entities [Nov. 2022]
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I Understanding the MSF’s Existing E&lI Programs

The State of Michigan, via the Michigan Strategic Fund (MSF), currently oversees nine
programs focused on supporting high-tech entrepreneurs and innovators. These programs
are administered by the MEDC and executed by local partners.

The Michigan Strategic Fund (MSF) is a State
entity established to strengthen and
promote Michigan’s economic stability and
growth. To this end, the MSF provides funding for
a variety of economic development programs, in
areas including infrastructure,  community
development, and entrepreneurship. As part of
this role, the MSF Board is responsible for funding
and overseeing the nine E&l programs evaluated
in this report.

The Michigan Economic Development
Corporation (MEDC) is a public body that
works in partnership with the MSF and local
economic development agencies. The MEDC
is responsible for the administration of the
MSF’s programs, including the E&| programs
covered in this report. These programs rely on
partnership with local organizations - the
programs’ grantees, or executers — who are
responsible for delivering the day-to-day services
and resources to entrepreneurs. The E&l
programs encompass a range of services,

including mentorship, financial aid, technical
support, training, and connections to networks
and partners.

The nine E&l programs cater to high-tech
entrepreneurs during the early stages of their
development, providing services ranging
from creating a proof of concept to sup-
porting an emerging businesses seeking its
first round VC seed funds. The programs are
designed to be roughly sequential, catering to the
needs of entrepreneurs as they progress through
the different stages of company maturation.
Entrepreneurs may participate in as many E&l
programs as needed as their business matures.

Over the five years covered in this study, the
nine MSF E&l programs have invested
approximately $74 million in State funds.
Notably, the programs’ annual budget has
decreased and then plateaued over the years,
ranging from as high as $28.5 million in 2014
down to $19 million in 2017, and finally $15.6
million in 2021, where it has remained until 2023".

MSF’s nine E&I programs

1. Proof of Concept (PoC)

University

Based 2. Tech Transfer Network (T3N)
Innovation

4. Grant Training

Federal

Grants
5. Emerging Technology Fund (ETF)

6. Gateway
Early
Company 7. Tech Team
Formation
8. Business Accelerator Fund (BAF)
Early :
Funding 9. Early-Stage Funding (ESF)

3. Michigan Translational Research and
Commercialization Program (MTRAC)

Provides funds to advance high-tech related research
Connects entrepreneurs to experienced mentors

Helps transfer technologies from university to the market
Provides training for STTR/SBIR' grant applications
Provides matching funds to awardees of STTR/SBIR
Supports startups and creates networking opportunities
Provides consulting services to new tech companies
Offers funds to other business accelerators

Provides seed capital to MI-based startups

Sources: [1] MEDC budget figures include programmatic and administrative costs.




Analyzing the Economic Impact of MSF’s E&l

Programs

Collectively, the nine E&I programs funded by the MSF generate a high return on investment.
These programs act as powerful catalyst to economic development by supporting high-tech
ventures during their early stages of development.

Over the past 5 years, MSF's E&l programs
have generated an estimated impact of $4.5
billion in Gross State Product (GSP), enabled
by leveraging follow-on funding. In other
words, every $1 dollar of the $74 million invested
by MSF in its E& programs resulted in an
additional $59 of economic impact. Roughly half of
this impact came from follow-on funding to
participant companies (direct impact), while the
other half stemmed from supplier purchases and
employee spending within the state (indirect and
induced impact). This outcome underscores the
significant role the State plays in supporting
Michigan's high-tech startups, not only in terms of
securing follow-on funds and survival of the
participant companies, but also in generating
indirect and induced impacts on the broader
economy.

Furthermore, MSF's E&l programs have
proven to be highly cost-effective in
generating job opportunities. Between 2018
and 2022, one job was created for every $15,850
invested by MSF through its E&I programs.

From 2018 to 2022, In US billions $1.1 $4_5’

$1.0

Direct impact Indirect impact Induced impact

Total impact

$59 in additional funding for @V ETrY
$1 invested inmsFs Eal programs

Moreover, when combining the direct, indirect,
and induced effects from the companies
supported by MSF's E&l programs and follow-on
funding, approximately 5,200 jobs were supported
annually during the past 5 years.

The unique value of these E&Il programs lies
in their ability to support high-tech innovative
ventures during their critical early stages. For
startups, supporting the survival of companies
during the first five years of their existence is
crucial to future growth. Providing resources,
mentorship, and funding during these early phases
enables emerging ventures to reach an inflection
point towards accelerated growth. Helping
companies through this maturation phase results
in substantial economic impact as increased
capital flow enables the companies to scale and
expand job creation that benefits the Michigan
economy and its population.

Gross State Product Impact from Average Number of Jobs Created per Year by
Michigan’s E&l Programs Michigan’s E&l Programs

From 2018 to 2022, In thousands

1.2 - .

Dlrect impact Indirect impact  Induced impact Total impact

ﬁ $ 15 850 invested for every
directJOb created




Analyzing the Economic Impact of MSF’s E&l

Programs

This study reveals that while most of MSF's E&l programs provide substantial value to
participating entrepreneurs and innovators in their journey to develop and grow their
businesses, some programs seem to deliver more value than others.

To enhance the economic impact analysis of
MSF's E&l programs, this study also
examined the performance of each program
individually. The program-level evaluation
provides the State with additional insights to guide
future actions and prioritize capital allocation
towards programs that offer greater value to
Michigan's entrepreneurs and innovators.

To assess the performance of each program,
this study employed a counterfactual
methodology that isolates individual program
impact. Given the interconnected nature of MSF's
E&l  programs, where entrepreneurs often
participate in multiple programs?, this analysis
examined the average performance of distinct
groups of companies within a specific program. By
comparing the outcomes of participants who
joined a specific program to what would have
occurred if they had not joined, the difference in
performance was attributed to the individual
program. This methodology relied on 4.5 years of
available data and provided a measure of relative
performance for each E&l program and the
observed impact on the average participant.

Moreover, to accurately account for the
differences between program objectives, this

study looked at multiple indicators in
evaluating program performance. Since
different E&l programs have different goals and
timelines for impact, it is crucial to account for
these variations using a comprehensive set of
indicators. For example, the evaluations of
programs focusing on the earlier E&I stages (e.g.,
university research) should be measured by their
ability to have patents approved, licenses
acquired, and/or funding raised, while programs
targeting later-stage entrepreneurship  (e.g.,
business accelerators) should be assessed on
their impact on product creation and job creation.

After employing the counterfactual
methodology, this analysis found that the
seven largest E&I programs accounting for 90
percent of the total MSF investments are also
the programs that deliver the most impact.
This impact is evident not only through
measurable economic indicators, such as follow-
on funding — e.g., data suggests that a single
program like ETF can help Michigan's entre-
preneurs raise, on average, at least $1 million —
but also through their perceived value, reported
directly by participants through a recent survey
that received over 200 responses from program
participants.

Estimated Impacts of Program A Using a Counterfactual Methodology

Average number of jobs created
by companies that participated
in programs A, B, and C
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Sources: [1] For example, the MTRAC program is supported by the T3N, and participants for the BAF program are supported by Gateway. "



Analyzing the Economic Impact of MSF’s E&l

Programs

Among the highest performing programs,
Early-Stage Funding, or ESF, stands out as the
most impactful program in Michigan’s E&I
portfolio. Since 2018, ESF has helped Michigan
entrepreneurs raise, on average, as much as $5.7
million of dollars and create as much as 9 jobs.
Additionally, certain programs demonstrate
specific  strengths, such as the Business
Accelerator Fund, or BAF, which, on average, has
helped each program participant create 2-3 new
commercialized products.

While some programs may show a lower
performance, there is evidence to suggest
that they contribute positively to Michigan's
E&l community. For instance, Proof of Concept
received high program scores from participants,
and data suggests that Grant Training boasts a 20
percent success rate in federal grant applications,
surpassing the national average of 15-18 percent
in FY21'. Despite their comparatively lower
performance with respect to the nine programs
evaluated, these examples demonstrate the
positive value these programs create for
entrepreneurs.

The table on the following page presents a
comprehensive overview of the program's
individual performance across various
metrics. To better account for the unique designs
and objectives of each program, the
counterfactual  calculation  separated  the
program's isolated impact into two categories:
add-on impact ("AQ") and standalone impact
(“SA”). Add-on impact estimates the average
benefit to a participant when the program is used
alongside other programs, while standalone
impact estimates the average benefit when the
program is used in isolation. The numbers shown
in the table should be interpreted as the expected
average impact on participants in each of these
situations. For instance, the isolated impact of
Tech Team means that based on 4.5 years of data
collected, an entrepreneur that joins Tech Team
should expect to raise, on average, $0.5 to $2.2
million in funding after joining the program.

Sources: [1] National Institutes of Health Office of Extramural Research

Finally, it is worth mentioning that all estimates are
presented as ranges to account for the statistical
margin of error in the data samples.

Furthermore, the table on the next page employs
a color scale to visually represent the relative
impact of each program. The color scheme
ranges from darker green indicating a higher level
of impact to yellows representing lesser impact,
while red indicates no identified impact. The color
assignment was determined by calculating the
weighted average impact based on the number of
participants that engaged with the program either
as a standalone support or in combination with
other programs.

The typical progression of E&l Impact

Economic
Impact
Early-stage Mid-stage Late-stage
(1-5 yrs) (3-10 yrs) (10+ yrs)

Grant Training, ETF

T3N,
MTRAC
PoC L G

Time

Entrepreneurship and innovation are known for
being long-term impact generating endeavors.
The earlier in the business lifecycle that
intervention takes place, the longer it takes to
yield tangible economic impacts, such job
creation. The diagram above illustrates the nine
E&l programs according to their point of
intervention in the E&l curve.
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I Learnings from Michigan’s E&l Community

MSF's E&l programs are providing sought-after services to stakeholders in the E&
community, but their current scale limits their ability to comprehensively address the market
needs of critical stakeholders, most notably entrepreneurs and early-stage investors.

Michigan’s E&l ecosystem is a dynamic
network characterized by a robust con-
vergence of governmental, academic, and
financial resources. The State’'s ecosystem
showcases a high degree of interconnectivity
among various stakeholders, including State
government, research institutions, residents,
venture capitalists, and entrepreneurial support
organizations as depicted in the diagram below.

To complement the findings from the economic
impact model, this study included the collection of
qualitative inputs from various stakeholders within
Michigan's E&l ecosystem, most notably
entrepreneurs, mentors, and investors.

Entrepreneurs expressed challenges around a
lack of fundraising support, locating mentorship
opportunities, and access to qualified talent,
which can result in entrepreneurs seeking out-of-
state assistance or abandoning their efforts.

“This early help and funding is the main
reason we have reached our goals so far,
but more funding is needed to achieve full
production.” — Local Entrepreneur

Mentors reported a lack of financial incentives to
boost participation in mentorship programs and
lack of a central directory identifying open
mentorship opportunities. As a result, potential
qualified industry experts are excluded from the
mentor pool, resulting in a loss for aspiring
entrepreneurs and innovators.

“Other than the altruism and passion to
support Michigan’s entrepreneurs, there is
not much of an incentive to get involved.”

- Local Mentor

Private sector investors play a crucial role in the
E&l ecosystem by providing essential capital for
start-ups. However, early-stage investors in
Michigan, particularly venture capitalists and angel
investors, reported a lack of State-funded financial
incentive program. This puts the State at risk of
losing early-stage investment opportunities to
other states, thereby restricting funding access for
Michigan’s entrepreneurs.

“Early-stage venture capitalists do not feel
supported in Michigan. State support is
focused on large deals and not fostering

investment in tech startups.” - Local Investor

Michigan’s E&l Community

ﬁ._
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Defining a Path Forward: Strategic Framework,
Recommendations, and Implementation Blueprint

To maximize the impact of its programs and better serve Michigan’s community of
entrepreneurs and innovators, the MSF should build on its current strengths and look for
opportunities to scale up, while filling in strategic gaps in partnership with the MEDC.

Moving forward, to maximize MEDC’s
capacity to support the MSF in achieving its
mission, the State should focus on four
recommended areas: 1) invest in high-quality
data, 2) increase the visibility of Michigan's E&l
efforts and successes, 3) budget for the long-term
and prepare for funding gaps, and 4) build from

successful efforts and scale impact. These
recommendations encompass a range of
approaches, from operational improvements

aimed at optimizing time and resources to
strategic initiatives designed to achieve broader
outcomes. The framework below provides a
summary of these recommendations.

These four recommendations are inter-
connected, forming a virtuous cycle where
each positive outcome builds upon the
foundation established by the last. First,
investing in higher-quality data and building out a
robust database enables the MEDC’s E&l team to
effectively communicate the positive impacts of
Michigan's E&l programs and make informed
decisions regarding programmatic changes.

Improved data empowers the E&l team to present
a compelling case for Michigan's E&I efforts and
successes to stakeholders, facilitating increased
awareness, support, partnerships, and ultimately,
funding for the State’s E&l initiatives. With a
broader support base and long-term budget
planning, the MSF and MEDC can strategically
expand its best-performing E&l programs, thereby
generating more data-backed evidence of their
impact, which reignites the virtuous cycle.

To enact these four recommendations, the
State can focus on a series of tactics that
allow the MSF and MEDC teams to make
targeted, intentional progress. The next page
offers an overview of these tactics.

For more detailed information on the
recommendations and specific tactics, please
refer to Appendix A.

To encourage diversification of the economy and the creation of jobs

in this state

Support MSF’s mission by fostering high-tech entrepreneurship and
innovation in Michigan

Strategic

Increase the visibility | Budget for the long-
term and prepare
for funding gaps

* Increase visibility of
long-term funding
needs

+ Expand most impactful
programs

MSF’s Mission
E&I’s role
Operational
Recommended
focus going |ﬂ
forward Invest in
high-quality of MI's E&I efforts
data and successes
+ Standardize and « Establish frequent and
streamline data strategic channels with
. i gathering processes key stakeholders
Objec"ves * Increase the number

» Convey the value of
E&I programs through
collected data

of E&l champions in
the state

* Adopt economic
incentives that can
catalyze programmatic
impact

« Reduce uncertainty of
budget fluctuations
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Defining a Path Forward: Strategic Framework,
Recommendations, and Implementation Blueprint

A. Investin high-
quality data

Increase the
visibility of MI's
E&l efforts and
sSuCcesses

Budget for the
long-term and
prepare for
funding gaps

D. Build from
successful
efforts and
scale up
impact

A1: Assign dedicated data lead within
MEDC’s E&l team

A2: Standardize data collection across all
grantees

A3: Collect companies’ tax identification
number (TINs)

A4: Assign unique company IDs to each
subgrantee for data collection

Ab: Standardize quality assurance
process across all stakeholders

AB: Regularly educate/train partners on
key definitions of success metrics

AT: Collect new Grant Training data
measuring funding success rates

A8: Boost equitable access to resources
within the E&I ecosystem

Ensure overall progress and quality of all
data related efforts

Improve data quality by applying a
consistent and comparable methods

Develop the ability to track companies’ long-
term survival and overall success

Standardize company identification to
improve ease of data analysis

Improve reliability of data by ensuring
consistent quality control

Align on data requirements to comparability
of metrics

Measure Grant Training’s program success
with more relevant metrics

Align with the broader industry prioritization
of equitable access

B1: Increase communication touchpoints
with key stakeholders

B2: Advertise individual success stories
on top of the quantitative data

B3: Become a central coordinator in the
state’s E&I space

Consistently convey program activities to
the Legislature, MSF, and public

Highlight program wins to stakeholders
through concrete case studies

Increase public awareness of the MSF,
MEDC, and the E&I programs’ value

C1: Develop a 10-year budget plan for
the E&l programs

C2: Partner for short-term budget gaps

C3: Invest in an evergreen fund to
support startups and founders

Prepare for the long-term and highlight the
need for consistent funding

Fill short-term budget gaps to ensure
program success and longevity

Fill a long-term need of consistent financial
support for entrepreneurs

D1: Expand mentorship efforts to support
entrepreneurship outside of universities

D2: Continue to grow the ESF program

D3: Support entrepreneurs and
innovators in their talent searches

D4: Incentivize E&I activity in the State

D5: Focus on high-impact programs

Fulfill a need voiced by entrepreneurs in
customer satisfaction surveys and interviews

Increase funding availability for early-stage
companies

Fulfill entrepreneurs’ need for increased
access to employees and cofounders

Encourage entrepreneurship and innovation
by creating state incentives

Optimize resource allocation to high
performing programs



Defining a Path Forward: Strategic Framework,
Recommendations, and Implementation Blueprint

The State can meet these recommendations
by effectively prioritizing and scheduling the
delivery of the tactics, or practical strategies,
outlined below. These tactics vary in the time
and effort expected to achieve them. Some tactics
are categorized as "quick wins”, meaning that that
are likely achievable within a year, while others
require a longer-term investment spanning at least
three years to be fully realized.

The successful implementation of these four
recommendations necessitates careful
consideration of several key factors beyond
the prioritization and spacing of tactics. These
factors include understanding the resource
requirements, advocating for necessary policy
changes, fostering a supportive team culture, and
comprehending the broader socio-political
implications. Each of these elements plays a
crucial role in ensuring the effective execution of
the recommendations.

Tactic Implementation Timeline

Year 1

A1 Assign dedicated data quality lead

Invest in high-guality
data

A.

Af Boost commitment to equitable ac

B. Increase the visibility
of MI's E&I efforts

and successes

Budget for the long-
term, prepare for
funding gaps

Build from
successful efforts
and scale-up impact

A6 Regularly train and educate pariners e e [
A7 Collect additional data for Grant Training L L]

B2 Advertise individual success stories

C1 Develop a 10-year budget plan

Resources required: Staffing and funding
adjustments may be necessary to successfully
implement some of the tactics outlined below.
These are the ‘hard’ costs of implementation.

Legislative and legal changes: Enacting some of
the more strategic recommendations may
necessitate policy and operational change, par-
ticularly with proposed tactics like the development
of new incentives or programs.

Team culture: The implementation strategy must
consider implications to the culture of the MSF and
MEDC teams, especially when considering
changes to process and communication norms.

Broader Implications: Due to the interconnected
nature of the State’s E&I ecosystem, programmatic
changes should be enrolled systemically and
consider a broad spectrum of stakeholders.

The table below provides a summary of the
suggested sequencing and estimated timeline for
implementing the tactics associated with each
recommendation.

Year 2 Year 3 and beyond

A2 Standardize data collection methods

A3 Collect companies' TINs

A4 Assign unique identifiers to companies
A5 Standardize QA process

N -
o
L] [ ] [ ] [ ] L

B1 Increase communication wf stakeholders L]

B3 Become a ceniral coordinator facilitating networking and collaborations

C2 Partner with local organization to fill in short-term budget gaps

\ C3 Invest in an evergreen fund

D1 Expand mentorship efforts
D2 Continue to grow the ESF Program

D3 Support entrepreneurs’ talent search
D4 Identify opporiunities to expand economic incentives
D5 Consider concentrating funds on fewer, higher-impact programs

Indicates Recurring activity = » = @

-

7
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To increase the impact of the E&I programs and, therefore,
support MSF in achieving its mission, the State should focus on
four overarching goals

To encourage diversification of the economy

MSF’s Mission and the creation of jobs and investment in the
State of Michigan
E&I's role Support MSF’s mission by fostering high-tech

entrepreneurship and innovation in Michigan

Recommended focus going forward

Operational

A

B

C

Invest in Increase the Budget for Build from
high-quality visibility the long-term successful
data of MI’s E&I and prepare efforts and
efforts and for funding scale-up
successes gaps impact

Objectives

« Standardize Establish * Increase « Expand most
and frequent and visibility of impactful
streamline strategic long-term programs
data _ channels with funding needs . Adopt
gathering key  Reduce economic
USRS stakeholders uncertainty of incentives

« Convey the Increase the budget that can
value of E&I number of E&I fluctuations catalyze
programs champions in programmatic
through the state impact
collected data

21



These four recommendations build on the State’s current
strengths, looking for opportunities to scale up impact and fill in

strategic gaps

MICHIGAN E&I TODAY

A) Invest in high-quality data

MICHIGAN E&lI TOMORROW

The existing database allows for good
visibility into program performance, but
data collection efforts could be
strengthened with increased resources

The State holds a robust high-
confidence database that clearly
conveys the value of its E&l programs

E B) Increase the visibility of MI’s E&I efforts and successes

MICHIGAN E&I TODAY

MICHIGAN E& TOMORROW

While stakeholders generally acknowledge
the value of E&l, there is limited
awareness of ongoing programs and their
achievements

The State plays the role of a central
coordinator that communicates the
importance of E&I and facilitates
synergies that uplift the whole industry

MICHIGAN E&I TODAY

C) Budget for the long-term and prepare for funding gaps

MICHIGAN E&I TOMORROW

The current budget process for E&l aligns
with the State’s 1 to 2-year cycle, which
increases uncertainty and limits long-term
planning

The State’s E&| programs benefit from
more stable and predictable funding
sources that allows for long-term

planning

D) Build from successful efforts and scale-up impact

MICHIGAN E&I TODAY

The existing programs are highly
impactful, but their current scale limits their
ability to comprehensively address market
needs

MICHIGAN E& TOMORROW

Michigan becomes a national reference
for excellent E&I support through its
programs and economic incentives



Together, they create a virtuous cycle, with the benefits from one

recommendation spurring further benefits from the next

D) Build from successful
efforts and scale-up impact

An expansion of Michigan’s best
performing programs will lead to
better services to the E&I
community, which will ultimately
lead to more

data-backed

evidence of the

A) Invest in high-quality

data

A more robust database can be
used to confidently
communicate the positive
impacts of Michigan’s E&l
programs and better
inform future
decisions on

and predictable
budget will allow for the
expansion of Michigan’s best
performing E&l programs

C) Budget for the long-term

and prepare for funding gaps

Impact of programmatic
Michigan’s E&l changes
programs

A more An enhanced
sustainable communication effort

with key stakeholders can
help garner support,
partnerships, and overall
willingness to fund E&l efforts

B) Increase the visibility
of MI's E&l efforts and
successes

23



To start acting on these recommendations, a few tactics have
emerged as particularly valuable for State’s consideration

A) Invest in high-quality data

TACTICS

A1 Assign a dedicated staff for data quality A5 Standardize quality assurance process

A2 Standardize data collection methods A6 Regularly train and educate partners
A3 Collect company’s TINs' AT Collect additional data for Grant
Training

A4 Assign a unique identifier to companies
A8 Boost commitment to equitable access

E B) Increase the visibility of MI’s E&I efforts and successes

TACTICS

B1 Increase communication with key B3 Become a central coordinator
stakeholders, most notably the MSF board facilitating networking events and

B2 Advertise individual success stories collaborations

E C) Budget for the long-term and prepare for funding gaps

TACTICS

C1 Develop a 10-year budget plan short-term budget gaps
C2 Partner with local organization to fill in C3 Invest in an evergreen fund

D) Build from successful efforts and scale-up impact

TACTICS

Expand mentorship efforts Identify opportunities to expand economic

Continue to grow the ESF Program incentives for early-stage investing
Support entrepreneurs’ talent search Consider concentrating funds on fewer,
higher-impact programs

[1] A Taxpayer Identification Number (TIN) is an identification number used by the Internal Revenue Service (IRS)



DETAILED RECOMMENDED

TACTICS



Recommendation A: Invest in High-Quality Data

Tactic A1: Assign a dedicated individual who will focus solely on
data collection and quality assurance

This tactic serves to improve the current process of collecting and compiling data for the annual
Legislative Report.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

The current data-collection system, which requires each grantee to collect and report their own
program metrics, has proven to be challenging and time-consuming. Along with placing a burden on
program managers’ time, this decentralized approach often leads to inconsistencies in data
collection methodologies and makes interpreting the data difficult.

Proposed Solution

Adopt a centralized approach with a dedicated person in charge of overseeing the data collection
and quality assurance process across all 9 programs. Each grantee will have to coordinate with this
person to explain past and ongoing practices, as well as to help facilitate future data needs.

Summary of Benefits

Quick Wins Sustained Benefits

* Program managers will be relieved of data- » Increased confidence in data, including
collection responsibilities. figures published in Legislative Reports.

+ A more streamlined data-collection process, + Ability to start building longitudinal data
reducing the time and effort required to reports with trend analysis, benchmarks, and
collect and report metrics. performance goals for each program.

» Consistency in data collection methodologies * Improved ability to communicate program
across programs, making it easier to effectiveness to key stakeholders, including
compare and interpret data. those who allocate funding.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)
Level of Effort LOW Level of Impact HIGH
MSF Grantees (i.e., program admin.)

X MEDC Subgrantees (i.e., entrepreneurs)
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Recommendation A: Invest in High-Quality Data

Tactic A2: Collect impact data from subgrantees in a
standardized manner through a single consolidated survey

This tactic serves to improve the current process of collecting and compiling data for the annual
Legislative Report.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, each program collects data in a different way, leading to:

— Inconsistent metrics across different programs and different years within the same program.
— Increased burden on grantee time and resources.

— Survey fatigue from subgrantees.

Proposed Solution

Send out a single consolidated survey each reporting period. The form should utilize survey logic to
create a set of common questions shown to all respondents, along with various sets of program-
specific questions customized for each subgrantee’s unique group of programs.

Summary of Benefits

Quick Wins Sustained Benefits
* Increased confidence in data, including
» Clean, consistent data across programs over figures published in Legislative Reports.
e - Ability to start building longitudinal data
» Higher response rate on surveys thanks to reports with trend analysis, benchmarks, and
reduced survey fatigue and confusion over performance goals for each program.

multiple surveys. * Improved ability to communicate program

+ Saves time on data collection by grantees. effectiveness to key stakeholders, including
those who allocate funding.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

Short Term (0-12 months) X Med. Term (1-2 years) Long Term (2+ years)
Level of Effort HIGH Level of Impact HIGH
MSF Grantees (i.e., program admin.)

X MEDC Subgrantees (i.e., entrepreneurs)
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Recommendation A: Invest in High-Quality Data

Tactic A3: Collect data on companies’ Taxpayer Identification
Numbers (TINs) in order to track long-term success

This tactic serves to improve grantees’ ability to track the long-term success of their programs.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, subgrantees are identified only by manually inputted company name, leading to:

— Inconsistent spellings/naming conventions across reporting periods, meaning no true unique
identifier exists in today’s system.

— Difficulty tracking long-term success beyond the years actively spent in the E&I programs.

Proposed Solution

Collect data on company's TINs in addition to their names and use these TINs to help track long
term success. This sustained success may be tracked through various means, including companies'
business registration status, found in sources such as the MI Department of Licensing and
Regulatory Affairs (LARA) database.

Summary of Benefits

Quick Wins Sustained Benefits
« A more complete database, with the * Newly trackable metrics, namely long-term
Taxpayer Identification Number allowing for: company success after exiting E&l programs.
— More consistent tracking of companies « Ability to start building longitudinal data
across reporting periods and over time. reports with trend analysis, benchmarks, and
— Long-term success tracking through performance goals for each program.
business registrations. + Improved ability to communicate program
— Higher level of confidence in legitimacy of effectiveness to key stakeholders, including
businesses served. those who allocate funding.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)

Level of Effort MEDIUM Level of Impact HIGH

Primary Beneficiary(ies

MSF X Grantees (i.e., program admin.)

MEDC Subgrantees (i.e., entrepreneurs)
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Recommendation A: Invest in High-Quality Data

Tactic A4: Assign a unique MEDC identifier (different from the
TIN) for each company supported

This tactic serves to improve the current process of collecting and compiling data for the annual
Legislative Report.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, subgrantees are identified only by manually inputted company name, leading to
inconsistent human errors, such as spellings/naming conventions across reporting periods. Tracking
TINs could address this issue internally, however, not all program participants will have TINs and
due to data privacy guidelines, TIN data cannot be released publicly.

Proposed Solution

Assign a unique identifier to be used alongside the TIN for each company supported. This can be
randomly generated, as long as it is consistently applied to all data collected for that company.
Subgrantees should know their own MEDC unique identifiers to help support consistency across all
parties.

Summary of Benefits

Quick Wins Sustained Benefits

+ Ability to start building longitudinal data

* Amore complete database, with the unique reports with trend analysis, particularly in
identifier allowing for more consistent situations where the TIN is not available or
tracking of companies across reporting cannot be shared.

periods in situations where a TIN is not
available or cannot be released for data
privacy reasons.

* Improved ability to communicate program
effectiveness to key stakeholders, including
those who allocate funding.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)
Level of Effort LOW Level of Impact HIGH
MSF Grantees (i.e., program admin.)

X MEDC Subgrantees (i.e., entrepreneurs)

29



Recommendation A: Invest in High-Quality Data

Tactic A5: Develop and implement a standardized quality
assurance process for accurate data collection

This tactic serves to improve the current process of collecting and compiling data for the annual
Legislative Report.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, data is collected in different ways for each program. The process is highly manual, with
subgrantees self-reporting their success metrics or grantees inputting it with the help of Pitchbook,
formulas, etc. This leaves the data subject to human error, the effects of which are exacerbated due
to the lack of a standard quality assurance process across the programs.

Proposed Solution

Develop a standardized quality assurance process for accurate data collection, and train grantees
and any necessary MEDC employees involved in the data collection/report process. Grantees will
need to collaborate to decide what process works best, particularly after standardizing their data
collection practices.

Summary of Benefits

Quick Wins Sustained Benefits

» Increased confidence in data, including

« Improved accuracy and consistency of data figures published in Legislative Reports.
thanks to reduced risk of mistakes, including  Improved program outcomes thanks to
human error. better-informed decision-making based on

+ Increased transparency in data-collection reliable data.
methodologies, leading to a greater * Improved ability to communicate program
understanding of program performance. effectiveness to key stakeholders, including

those who allocate funding.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)

Level of Effort MEDIUM Level of Impact HIGH

Primary Beneficiary(ies

MSF Grantees (i.e., program admin.)

X MEDC Subgrantees (i.e., entrepreneurs)
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Recommendation A: Invest in High-Quality Data

Tactic A6: Regularly educate stakeholders (grantees,
subgrantees, MEDC team) on key definitions of report metrics

This tactic serves to improve the current process of collecting and compiling data for the annual
Legislative Report.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, there is a set list of definitions for the various metrics measured in the Legislative Report,
but interviews and data inconsistencies reveal that the various stakeholders who work to prepare
these reports are unclear on the exact interpretation of many of these definitions, leading to less
reliable data and reporting.

Proposed Solution

Actively educate stakeholders on the definitions of report metrics to eliminate confusion or
inconsistencies in interpretation. This activity could be led by the internal data lead and achieved
through surveys, live sessions, or asynchronous training materials.

Summary of Benefits

Quick Wins Sustained Benefits

* Increased confidence in figures published in
the Legislative Reports.

* Improved program outcomes thanks to
better-informed decision-making based on
reliable data.

* Improved ability to communicate program
effectiveness to key stakeholders, including
those who allocate funding.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)

» Aclear understanding of what is specifically
being measured by the different report
metrics.

* More consistent data collection across the
programs over time.

Level of Effort MEDIUM Level of Impact HIGH

Primary Beneficiary(ies

MSF Grantees (i.e., program admin.)

X MEDC Subgrantees (i.e., entrepreneurs)
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Recommendation A: Invest in High-Quality Data

Tactic A7: Collect data on BBC Grant Training’s SBIR/STTR
applications and compare it to national/state benchmarks

This tactic serves to improve BBC Grant Training’s ability to track program success outside of the
Legislative Report.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, subgrantees who participate in the BBC Grant Training program are not required to report
whether they submit an SBIR/STTR application, leading to:

— An inability to calculate the program’s overall application-to-funding success rate.
— Difficulty measuring the program’s success.

Proposed Solution

Establish that all BBC Grant Training participants must report applications submitted as a
requirement for participation in the program. This data can be collected through the unified survey
suggested in Tactic 1.2.

Summary of Benefits

Quick Wins Sustained Benefits

Newly trackable metrics, namely funding
success rates for SBIR/STTR applications.

 Ability to start building longitudinal data
reports with trend analysis of application
counts and success rates.

Improved ability to communicate program
effectiveness to key stakeholders, including
those who allocate funding.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

» The ability to track application counts, which,
in conjunction with funding award counts
(already collected), allows for:

— Better tracking of program success and
trends through a more appropriate KPI.

— Ability to compare against national/state
benchmarks.

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)
Level of Effort LOW Level of Impact MEDIUM
MSF X Grantees (i.e., program admin.)

MEDC Subgrantees (i.e., entrepreneurs)

32



Recommendation A: Invest in High-Quality Data

Tactic A8: Explore ways to highlight Michigan’s commitment to
providing equitable access to the State’s E&Il resources

This tactic positions the MSF to make evidence-based decisions about how to ensure equitable
access to State-funded E&I programming.

Tactic Overview

Tactic Type

Operational X Strategic

General Program Specific

Problem Statement

Diversity, Equity, and Inclusion (DEI) is a growing priority in the E&I space, particularly among
investors. The State can look at strategies to measure its E&l program outcomes with respect to
relevant demographics in order to identify possible gaps and outreach opportunities to facilitate
equitable access to these programs, reinforcing its commitment fostering equity in the State.

Proposed Solution

Collaborate with MEDC's DEI officer to adopt evidence-informed frameworks for attaining equitable
entrepreneurial growth. Develop marketing messages targeted to reach under-represented
entrepreneurs, as well as actively seeking stakeholders who reflect Michigan's talented and diverse
workforce.

Summary of Benefits

Quick Wins Sustained Benefits

* Provides the MSF & MEDC’s E&I team with

descriptive data to properly characterize the * Michigan continues to reach its mission to be
diversity of E&l program participation. a State where anyone can start and grow a

« Positions the State to determine if any business successfully.
changes to its outreach strategy to grantees » Michigan solidifies its reputation among
and subsequently entrepreneurs and investors as a place where DEI is honored
innovators might be needed to facilitate and prioritized.

equitable access to program resources.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

Short Term (0-12 months) Med. Term (1-2 years) X Long Term (2+ years)
Level of Effort HIGH Level of Impact HIGH
MSF X Grantees (i.e., program admin.)

MEDC X Subgrantees (i.e., entrepreneurs)
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Recommendation B: Increase the visibility of MI’s E&l efforts and successes

Tactic B1: Improve communication with the MSF board by

increasing frequency of touch points and simplifying information
This tactic serves the purpose of increasing the MSF board’s understanding of and involvement with
the E&l programs.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, the MSF board receives periodic updates and communications regarding the E&I
programs, but there is often confusion or a lack of awareness about their services and impacts. An
up-to-date, dynamic understanding of the programs is essential for the MSF board to most
effectively advocate for them.

Proposed Solution

Increase touchpoints with the MSF Board by (i) adjusting the MSF agenda to have regular updates
on the E&l programs, (ii) appointing an E&l champion on the MSF board, or (iii) establishing an
MSF E&l task force. In addition, the MEDC E&I team should simplify how information is
communicated to the MSF Board, by, for example, bucketing programs into their larger groups (e.g.,
university innovation, company formation, etc.) and avoiding the use of acronyms.

Summary of Benefits

Quick Wins Sustained Benefits

* Improved ability to communicate program
effectiveness to key MSF stakeholders,
including those who help advocate for the
programs and allocate funding.

* More up-to-date information and awareness
of the E&l programs' activities and impacts
from the MSF Board.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)
Level of Effort LOW Level of Impact HIGH
X MSF Grantees (i.e., program admin.)

MEDC Subgrantees (i.e., entrepreneurs)
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Recommendation B: Increase the visibility of MI’s E&l efforts and successes

Tactic B2: Increase visibility of success stories, esp. for earlier
stage programs with longer timelines for quantifiable success

This tactic serves to better communicate the full add-on value of MSF’s programs, as a supplement to
the data in the Legislative Report.

Tactic Overview

Tactic Type

X  Operational Strategic

General Program Specific

Problem Statement

Currently, it is hard to communicate the full value-add of some of the E&l programs, particularly the
university programs and BBC Grant Training, due to their longer timelines for quantifiable
subgrantee success, as well as the general nature of their services rendered (e.g., BBC Grant
Training’s focus on federal grants leads to relatively lower follow-on funding, despite indication of a
strong success rate among participants).

Proposed Solution

Frequency advertise individual success stories — particularly the ones related to Proof of Concept,
T3N Mentors, MTRAC and BBC Grant Training — due to their longer timelines for quantifiable
success. Examples of success cases could be added to the website, newsletters, press releases,
meeting openers, among other opportunities.

Summary of Benefits

Quick Wins Sustained Benefits

* Improved ability to communicate program
effectiveness to key stakeholders, including
those who help advocate for the programs
and allocate funding.

* Improved public understanding and
perception of the MSF E&l programs,
potentially attracting more entrepreneurs to
participate in Michigan’s E&I space.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

* A more complete and positive picture of
program performance than what is currently
communicated by quantitative performance
metrics such as those published in the
Legislative Report.

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)
Level of Effort LOW Level of Impact HIGH
X MSF Grantees (i.e., program admin.)

X MEDC Subgrantees (i.e., entrepreneurs)
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Recommendation B: Increase the visibility of MI’s E&l efforts and successes

Tactic B3: Serve as a central coordinator, creating opportunities
for networking, information sharing, and collaboration

This tactic utilizes partnerships with grantees to create better services for subgrantees, benefitting
both groups and their partners.

Tactic Overview

Tactic Type

Operational X Strategic

X General Program Specific

Problem Statement

Michigan has a vibrant ecosystem of E&I-focused organizations, but not all of them are currently
working with the MEDC, potentially missing out on valuable collaboration, knowledge sharing, and
network building.

Proposed Solution

Serve as a central coordinator for Michigan's E&l ecosystem by working with E&l organizations,
grantees, and incubators in order to create more opportunities for networking and collaboration. It is
important to note that the MEDC already sponsors events such as the Michigan Angel Summit,
a2Tech360, and Midwest House; by increasing the visibility of these existing collaborations, as well
as continuing to create new ones (for instance, partnering with Michigan Tech Week), the MEDC
can boost its role as a central coordinator.

Summary of Benefits

Quick Wins Sustained Benefits

* Increased visibility and credibility for the
MEDC as a central coordinator.

* Increased collaboration and communication,
leading to more efficient and effective
support for early-stage businesses.

» Greater awareness of available resources
and opportunities for entrepreneurs, leading
to increased participation and engagement.

Implementation Snapshot
Timeframe, Level of Effort, and Level of Impact

Short Term (0-12 months) X Med. Term (1-2 years) Long Term (2+ years)

* Improved access to funding, mentorship, and
other resources for early-stage businesses,
leading to increased success rates and job
creation.

» Greater retention of talent and investment in
Michigan, thanks to a stronger, more
cohesive E&I ecosystem.

Level of Effort HIGH Level of Impact HIGH

Primary Beneficiary(ies

MSF X Grantees (i.e., program admin.)

MEDC X Subgrantees (i.e., entrepreneurs)
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Recommendation C: Budget for the long-term and prepare for funding gaps

Tactic C1: Project programmatic goals and budget priorities
for the next 10 years to gain clarity on long-term financial needs

This tactic helps the MSF and MEDC E&l teams lay the groundwork for its long-term goals,
programmatic objectives, and financial needs.

Tactic Overview
Tactic Type

Operational X Strategic

X General Program Specific

Problem Statement

The E&I team currently aligns their budget planning with the State’s 1 to 2-year budget cycle, which
limits visibility of long-term goals and hinders active pursuit of funding for sustainable programmatic
efforts. This poses a challenge for the development of E&l initiatives, which typically require years to
show impact.

Proposed Solution

Adopt a 10-year planning horizon as an internal MEDC E&I tool to gain clarity on financial needs
and budget accordingly. The 10-year plan should be revise and refresh on a regular, pre-set
schedule (e.g., every two years). Please note that this recommended tactic is optimized when done
together with tactics C2 and C3.

Summary of Benefits
Quick Wins Sustained Benefits

* Improves communication with key
stakeholders such as the MSF Board,
legislators, and potential partners, fostering
stronger engagement and collaboration.

* Allows the E&l team to pursue more
ambitious initiatives, positioning Ml's E&
space for sustained success and growth in
the coming decade and beyond.

Implementation Snapshot

Timeframe, Level of Effort, and Level of Impact

» Enhances the MEDC's E&I team's capacity
to identify long-term goals and opportunities,
and effectively advocate for the funding
required to execute those goals.

+ Demonstrates for stakeholders the adverse
implications of short-term funding
fluctuations and disruptions.

X  Short Term (0-12 months) Med. Term (1-2 years) Long Term (2+ years)

Level of Effort MEDIUM to HIGH Level of Impact MEDIUM to HIGH

Primary Beneficiary(ies)

MSF Grantees (i.e., program admin.)

X MEDC Subgrantees (i.e., entrepreneurs)

37



Recommendation C: Budget for the long-term and prepare for funding gaps

Tactic C2: Formalize partnerships with local companies and
foundations to leverage alternative sources of funding and fill
short-term budget gaps

This tactic utilizes partnerships to help fill in gaps in funding for grantees.

Tactic Overview
Tactic Type

Operational X Strategic

X General Program Specific

Problem Statement

When E&l funding levels drop, it puts current programs at risk. This makes it challenging for the
State to retain program managers, program partners, and attract applicants, which in turn can
jeopardize the momentum that these programs have previously built.

Proposed Solution

Form partnerships with local companies and foundations (e.g., The Kresge Foundation, Ralph C.
Wilson Jr. Foundation, Ballmer Group, etc.) already active in the E&I space to secure a secondary
source of funding that can be drawn upon as needed to bridge programs across short-term budget
gaps or deficiencies. An example of a potential use case would be the preservation of critical
SmartZones that are losing their State funding.

Summary of Benefits

Quick Wins Sustained Benefits
+ Sets up the ability to plan further into the

» Sets up the ability to fill funding gaps and future thanks to a greater confidence in

deficiencies for programs during important program survival, regardless of annual

periods for growth and/or survival. funding fluctuations (especially in partnership
« Creates less uncertainty about the future of with Tactic C1).

E&l programs thanks to a source of backup » Allows for continuity of programs and

funding for specific challenges. initiatives that may otherwise been paused or

ended.

Implementation Snapshot

Timeframe, Level of Effort, and Level of Impact

Short Term (0-12 months) Med. Term (1-2 years) X Long Term (2+ years)

Level of Effort MEDIUM Level of Impact HIGH

Primary Beneficiary(ies)

MSF X Grantees (i.e., program admin.)

MEDC Subgrantees (i.e., entrepreneurs)
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https://kresge.org/grants-social-investments/current-funding-opportunities/
https://www.ralphcwilsonjrfoundation.org/our-focus/entrepreneurship-and-economic-development/
https://www.ballmergroup.org/

Recommendation C: Budget for the long-term and prepare for funding gaps

Tactic C3: Consider investing in an evergreen fund to increase
long-term financial sustainability of E&l budget and fill in a

market need
This tactic utilizes an evergreen fund to help provide funding to subgrantees.

Tactic Type

Operational X Strategic

X General Program Specific

Problem Statement

The budget for E&I programs lacks predictable funding, which affects its ability to make long-term
assurances of its support to grantee and, consequentially, the entrepreneurs participating in these
programs. In addition, Michigan is lagging in early-stage investor activity, which startups rely on to
provide capital for growth and development.

Proposed Solution

Join ongoing efforts or help facilitate a new discussions for the establishment of an evergreen fund
dedicated to early-stage entrepreneurship. This fund would be operated by a partner and
investment professional that would develop a pipeline of early-stage opportunities for investment.

In line with other states’ practices — such as lllinois’ Growth and Innovation Fund — funds invested
through the evergreen fund would be directed exclusively to Michigan-based companies. In the long
term, this fund can yield returns sufficient to self-fund the continuation of its investment efforts.

Summary of Benefits

Quick Wins Sustained Benefits

» The evergreen fund’s perpetual nature would
set up a source of sustained funding to
supplement the support from the existing E&
programs. This helps foster continuous
support for startups and reduces the effects
of uncertainties related to annual State-
provided budget fluctuations.

Implementation Snapshot

Timeframe, Level of Effort, and Level of Impact

» Sets up a consistent and reliable source of
funding for E&l that persists at a steady pace
regardless of fluctuations in State-provided
funding.

* Provides increased access to capital for
startups in Michigan.

Short Term (0-12 months) Med. Term (1-2 years) X Long Term (2+ years)

Level of Effort MEDIUM to LOW Level of Impact HIGH

Primary Beneficiary(ies)

MSF Grantees (i.e., program admin.)

MEDC X Subgrantees (i.e., entrepreneurs)
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Recommendation D: Build from successful efforts and scale-up impact

Tactic D1: Expand the scope of E&l mentorship programming to
include a broader audience of non-university entrepreneurs

This tactic introduces mentorship support for entrepreneurs beyond just those affiliated with
universities.

Tactic Type
Operational X Strategic
General X Program Specific

Problem Statement

Michigan E&I’s mentorship services — such as those provided through T3N program and partially by
MTRAC - have proven to be highly impactful but are currently exclusively available to university-
affiliated entrepreneurs.

Proposed Solution

Select a grantee to create, manage, and maintain a roster of mentors who they can match up with
entrepreneurs entering through the SmartZones. The SmartZones then support the initiative by
organizing group mentorships, pitch practices, and other such opportunities. The MEDC can
support this efforts by collaborating with corporations to help secure funds to provide financial
incentives for participating mentors.

Sustained Benefits

* Access to mentors who can provide » Potential for increased entrepreneurial
guidance, industry insights, and networking success thanks to guidance from mentors,
opportunities for entrepreneurs from outside who can help mitigate risks, address
of the university ecosystem. challenges, and improve overall venture

« A more robust E&l ecosystem in Ml through viability.
increased interconnectedness and + Attraction of entrepreneurial talent thanks to
collaboration. a comprehensive mentorship program.

Timeframe, Effort, Impact MIT’s Venture Mentoring Services'

The MIT VMS program employs a standout
model for entrepreneurial mentorship, drawing
from a diverse network of ~200 industry experts.

Level of Effort  HIGH Level of Impact HIGH VMS's team-based approach assigns _a group of
mentors to each startup — a collaborative

Short Term  y Med. Term Long Term
(0-12 months) (1-2 years) (2+ years)

Primary Beneficiary(ies) structure that fosters comprehensive support
_ across multiple areas of business development.
MSE Grantees (i.e., With long-term engagement, a confidential
program admin.) environment, and connections to its university
Subgrantees (i.e., ecosystem, VMS’s model could be adapted by
MEDC X . . : . .
entrepreneurs) Michigan with great benefit to its enterprises.

[1] Source: vms.mit.edu


https://vms.mit.edu/

Recommendation D: Build from successful efforts and scale-up impact

Tactic D2: Continue to expand the ESF programs to address
entrepreneurs’ critical need for funds while capitalizing on E&I’s

most impactful program
This tactic increases the opportunity for entrepreneurs to receive more early-stage funding.

Tactic Type
Operational X Strategic
General X Program Specific

Problem Statement

Currently, as shown by peer-state analysis and voiced by Ml entrepreneurs’, there is a gap in
funding opportunities for MI businesses at the very early stage. The Early-Stage Funding (ESF)
program addresses this critical need and has proven be the highest-performing among the nine
programs evaluated. However, since 2020, ESF has relied on alternative sources such as
Corporate and Permanent funds to expand its reach.

Proposed Solution

In light of the program’s success and clear need for additional early stage capital, the MSF should
continue to increase its focus on the ESF program and advocate for additional funding allocation.

Sustained Benefits

* Readily available capital support for early- » A more active E&I ecosystem in the State of
stage high-tech Michigan startups. Michigan and improved survival rates and

« State assumption of investment risk at the retention among local startups.
earliest stages of company development * Enhances MI’s reputation as an innovation
helps establish a strong pipeline of startups hub, attracting private investors, talent,
for private funds to invest in at a later stage. entrepreneurs, and businesses.

Timeframe, Level of Effort, and Level of Impact

Short Term (0-12 months) X Med. Term (1-2 years) Long Term (2+ years)

Level of Effort LOW Level of Impact HIGH

Primary Beneficiary(ies

MSF Grantees (i.e., program admin.) ‘

MEDC X Subgrantees (i.e., entrepreneurs) ‘
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[11 MEDC'’s Voice of the Customer survey consistently identifies limited access to capital as the number one concern among
MI entrepreneurs; [2] In 2020, ESF drew $3M from the Corporate Fund; in 2021 $6.5M from the Permanent Fund



Recommendation D: Build from successful efforts and scale-up impact

Tactic D3: Support innovators and entrepreneurs’ hiring efforts,
by collaborating with Michigan’s existing talent initiatives

This tactic facilitates the workforce support that can accelerate the success of entrepreneurs and
innovators efforts to commercialize.

Tactic Type
Operational X Strategic
General X Program Specific

Problem Statement

Michigan entrepreneurs point to hiring and retaining talent as one of their top challenges in the
state! This includes selecting co-founders that can help drive business growth. If not addressed,
this issue can lead to startups leaving Ml once they enter hiring stages.

Proposed Solution

Collaborate with Michigan’s existing talent initiatives — especially those already run by the MEDC
such as the Talent Action Team — to increase investment in and marketing of available resources
that could be used by entrepreneurs participating in MSF’s E&l programs.

Leverage Michigan’s E&I university partners to develop a pipeline of local talent that could join
Michigan-based startups. A prime candidate to lean into would be investment in STEM internships
for students who can then go on to accept full-time jobs after graduation.

Sustained Benefits

+ Streamline the talent search process for * A more active E&I ecosystem in the State of
entrepreneurs seeking employees and/or co- Michigan.
founders. » Higher startup survival and retention rates

+ Simplify job placement for skilled workers when lack of talent hinders venture
interested in joining Michigan's startups. sustainability.

Timeframe, Level of Effort, and Level of Impact

Short Term (0-12 months) X Med. Term (1-2 years) Long Term (2+ years)

Level of Effort HIGH Level of Impact HIGH

Primary Beneficiary(ies

MSF Grantees (i.e., program admin.) ‘

MEDC X Subgrantees (i.e., entrepreneurs) ‘
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[1]1 MEDC’s Voice of the Customer survey identified hiring and retaining talent as one of the top 3 challenges among

Michigan’s entrepreneurs



Recommendation D: Build from successful efforts and scale-up impact

Tactic D4: Identify opportunities to expand economic incentives
for Michigan’s early-stage investors

This tactic incentivizes angel investors to provide seed capital to Michigan entrepreneurs.

Tactic Type
Operational X Strategic
General X Program Specific

Problem Statement

MI does not currently offer any investment incentives for venture capital (VC) and angel investor
activities. As a result, early-stage investors are less incentivized to act in Michigan. This leads to
startups finding it difficult to secure funding in Michigan, and thus it may become attractive to move
to neighboring states that offer tax incentives for investors. This could ultimately lead to a loss of
talent and economic growth for the state of Michigan.

Proposed Solution

Assess potential early-stage investment incentives opportunities for Michigan and benchmark
incentives in competitor state to determine suitable options.

Sustained Benefits

» Better understanding of the incentives
offered by neighboring states and the likely
impacts in Michigan’s economy.

» If an incentive is approved: increase in early-
stage investment activity into new high
growth ventures.

Timeframe, Effort, Impact Peer State Investment Incentives [Tax Credit]

* Increase survival rate of startups in Michigan.

» Creation of higher paying knowledge-based
jobs.

. .. . Credit
Short Term Med. Term  y Long Term State Credit Limit per Entity Ca
(0-12 months) (1-2 years) (2+ years) P
IL 25% $250,000 $10mm

. . . . 20%:;
Primary Beneficiary(ies) NJ 25% if $500,000 $35mm

MSF Grantees (i.e., M/WBE"
program admin.) CT 25% $500,000 $20mm

$100,000 individuals;
$500,000 business

Subgrantees (i.e.,

MEDC X
entrepreneurs)

A 25% $2mm

43
[1]1 M/WBE: minority or women-owned business enterprise



Recommendation D: Build from successful efforts and scale-up impact

Tactic D5: Consider concentrating funds on fewer, higher-impact
programs from the E&Il portfolio

This recommendation helps the MEDC prioritize resource allocation in order to most effectively
achieve its overall goals.

Tactic Type
Operational X Strategic
General X Program Specific

Problem Statement

Amongst the 9 programs evaluated, some stand out as particularly effective (e.g., ESF, BAF), while
others show relatively less impact (e.g., Grant Training, Proof of Concept). The dispersion of funds
and resources across multiple programs with varying levels of success may be diluting the overall
impact of the programs and hindering the achievement of their shared goals.

Proposed Solution

Consider concentrating funds and resources on fewer, higher-impact programs within the E&I
ecosystem. By strategically identifying and prioritizing the programs that have demonstrated the
most significant positive outcomes and potential for success, the MSF can allocate a greater share
of its resources to those programs, while phasing out on the less impactful ones.

Sustained Benefits

* Increased economic impact from higher-
potential programs, which attract and support
high-growth startups, promote innovation,
and generate a sustainable jobs.

» Optimization of resources, which can be
invested in targeted training, mentorship, and
other support systems specific to a small
selection of programs rather than generalized
across many.

» Enables the MEDC to allocate resources
more effectively and efficiently.

» Greater investment in successful programs,
leading to better outcomes, including jobs,
products, patents, etc.

» Streamlined management responsibilities for
the MEDC, with fewer programs to oversee
and support.

Timeframe, Level of Effort, and Level of Impact

Short Term (0-12 months) Med. Term (1-2 years) X Long Term (2+ years)

Level of Effort LOW Level of Impact MEDIUM to LOW

Primary Beneficiary(ies

X MSF Grantees (i.e., program admin.) ‘

X MEDC Subgrantees (i.e., entrepreneurs) ‘




Michigan’s Economic
Development

Incentive Evaluation

Appendix B: Analysis of
Michigan’'s E&I Ecosystem
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This deliverable was prepared by Guidehouse Inc. for the sole use and benefit of, and pursuant to a client relationship exclusively with the Michigan Department of Technology, Management, and Budget ("Client"). The work presented in this deliverable
represents Guidehouse’s professional judgement based on the information available at the time this report was prepared. The informationin this deliverable may not be relied upon by anyone other than Client. Accordingly, Guidehouse disclaims any contractual
or other responsibility to others based on their access to or use of the deliverable.
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@, Michigan is home to ten million people, has a 10% lower median income
and is less racially diverse when compared to US averages

Michigan Household Income Distribution? Race Demographics

As of 2020 As of 2020

$200,000 or more 9%

$150,000 to $199.999 20 Asian
$35,000 to $49,999
$25,000 to $34,999 White

Median Household Income

$65k
m’ $59K

515,000 to 324,999

510,000 to 314,999

Less than $10,000

L

US Avg. MI Avg.
(38% Non-White) (26% Non-White)
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Source: American Community Survey 5-Y ear Estimates, 2020 Decennial Census, [1] Inflation- adjusted dollars



In 2022, Ml produced $621 billion in current dollar Gross Domestic Product

(GDP), with concentrated production related to both industry and geography

Michigan Current Dollar GDP by Industry

As of 2022, in current US dollars

Manufacturing _ $112B  18%
Finance! _ $107B  17%

gg Professional services - $84B 13%
Government - $63B 10%
Education & Health - $55B 9%
Wholesale trade - $45B 7%
Retail trade - $40B 6%

19%

@ F
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=
N
»
=
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W

% total

Accum. %3

18%

35%

49%

59%

68%

75%

81%

100%

Lo G oo

MSF’s and MEDC’s 6 core
industries fall into the
categories on the left as
follows:

Manufacturing: advanced
manufacturing, engineering
design and dewelopment, life
sciences and medical
devices, mobility and
automotive manufacturing,
tech

Professional services:
professional and corporate
senices

Other: film and digital media,

arts and cultural affairs

Michigan GDP Distribution by County

As of 2021

Almost 50% of
Michigan’s GDP is
concentrated in
the Detroit area

Milwaukee
Madison

o Grand Rapids )

Watkegan . Chatfiam
Rockford : etr0|t e
B by Anny Arbor

Legend (in 2012 US dollars)

$427M- $1,027M- $1,545M- $5,393M-
$1,001M $1,530M $5,124M $100,384M

49M-418M

Source: Bureau of Economic Analysis, Cartography by Guidehouse. Notes: [1] Includes insurance and real estate [2] “Other” category includes Arts, entertainment, and recreation (4%), Construction (3%), Transportation and w arehousing (3%),
Information (3%), Other non-governmental services (2%), Utilities (2%), Agriculture, forestry, fishing, and hunting (1%), Mining, quarrying, oil, and gas (0%) [3] % total and Accum. % differ slightly due to rounding


https://apps.bea.gov/itable/?ReqID=70&step=1&acrdn=1

@, Historically, MI’s GDP has typically aligned with US and Midwest trends,

although it has shown a greater susceptibility to the impact of recessions

Michigan vs. United States - GDP % change YoY

12 Dot-com Subprime COoVvID
crisis crisis crisis
) (- 3 A

Midwest

Periods of economic crisis See page 40 for data table

Source: US Bureau of Economic Analysis;in US current dollars. Notes: [1] Midw estern states include IL, IN, 1A, KS, Ml, MN, MS, NE, ND, OH, SD, WI

* Historically, Michigan’s GDP has

shown more fluctuation than that of
the US. MI's GDP has typically followed
the directional trends of the country but
has experienced some deeper valleys,
particularly during the 2008 recession.

This has likely contributed to its
slower overall growth. Between 2010
and 2021, MI's compound annual GDP
growth rate of 3.5% was lower than that of
the overall US at 4.1%.

However, Michigan’s GDP growth is
not far behind that of its Midwestern
peers. Between 2010 and 2021, MI's
compound annual GDP growth rate of
3.5% was only slightly lower than the
average of the Midwestern states,! which
was 3.8%.

49



@

When compared to other large states, Ml follows a similar pattern, generally

aligning with trends, with some deeper fluctuations

Michigan vs. Selected US States - GDP % change YoY

14 Dot-com Subprime CO_V_ID
crisis crisis crisis

Periods of economic crisis See page 41 for data table

+ Compared to the states with the largest

GDPs in the US, as well as those with
the largest GDPs in the Midwest,*
Michigan has historically been more
influenced by recessions. During the Dot-
com Recession of 2001 and the Great
Recession of 2008-2009, Michigan’s GDP
dropped more steeply and for longer when
compared to CA, NY, and TX.? The same
holds true for IL and OH, the two largest
Midwestern state economies.

The COVID-19 Crisis of 2020was unique
in its all-encompassing, far-reaching
nature, breaking the previously
established pattern. The ensuing
recession seemed to affect disparate areas
of the county indiscriminately, reflected in
Michigan’s comparably moderate downturn
during that time.

» Although some of Michigan’s drops have

been steep, its subsequentrates of
recovery have been strong. Following
recessions, Michigan’s GDP growth rates
have been faster than or on par with those

of peers.
P 50

Source: US Bureau of Economic Analysis;in US current dollars. Notes: [1] Midw estern states include IL, IN, 1A, KS, Ml, MN, MS, NE, ND, OH, SD, WI, [2] currently the top 3 state GDPs by size, and therefore a helpful benchmark for thriving

economies; see CA, (#1 largest state GDP) in charton left



@, Michigan’s economy is more concentrated in manufacturing than the US

average, but still maintains an overall diversity in industry composition

Michigan vs. United States - Employment by Industry (nonfarm)?!

As of 2022

20%
18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

189419%

Trade, Transport, Utilities

15°/

Education and Health

15%15%

Professional Services

14%

While the % of U.S. GDP o

generated from manufacturing is ®m Michigan « Michigan’s economy (ranked 14" nationally by

8%, in Michigan 14% of GDP size of GDP) is more concentrated in

comes from manufacturing. % United States manufacturing when compared to other states
- with large GDPs. As indicated in the chart to the

14% 15% left, Michigan’s percent of nonfarm employment in

to other states with large GDPs: CA (8% of total
5% nonfarm jobs), TX (7% of total nonfarm jobs), and

=
o
L]

manufacturing (14%) far exceeds the national
10% average (8%). This trend persists when
8% 9% comparing Michigan’s manufacturing employment

Manufacturing

4% 4% NY (4% of total nonfarm jobs).
o 2% Despite a high concentration in
[ ] manufacturing, Michigan still has strengths in

other industries. Employment levels
in other industries within Michigan are all within
1% of the national average.

Government

Leisure and Hospitality

Financial Activities

Mining, Logging,
Construction

Other Services

Information
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Source: Bureau of Labor Statistics Current Employment Statistics (CES); Notes: [1] CES data includes all nonfarmindustries
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Michigan vs. United States - Manufacturing
Industry’s Contribution to % Change in GDP

Michigan’s historical focus on manufacturing made it a key economic
player, but this focus also contributed to greater economic variability

Michigan - Contribution to % Change in GDP:

Manufacturing vs. All Industry Total!

6%

4%

2%

0%

-2%

-4%

-6%

7: i =N
See pages 43 and 44 for data tables — United States
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Michigan’s higher concentration in manufacturing has historically resulted in
greater fluctuations in GDP when compared to the U.S. average. This is
illustrated by the deeper drops in GDP during economic downturns, during
which demand for high-ticket-price goods (e.g., vehicles) is significantly
reduced, which subsequently impacts manufacturing activity.

10%
8%
6%
4%
2%
0%

-2%
-4%
-6%
-8%
-10%

1998

All Industry Total

Manufacturing
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The downside of a historical specialization in one industry can be seen in
the chart above, where Michigan’s focus on manufacturing means its
economy is highly influenced by the business cycle of one industry. During
previous recessions, reduction in demand for manufactured goods
contributed to the steep downturns as illustrated above, however supply
shortages during the COVID crisis reversed this pattern in 2021.
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Source: Bureau of Economic Analysis, Notes: [1] Comparisons are not exact — BEA notes that percentage-point contributions do not sumto "All industry total (percent change)" because the industry details are calculated using source data and
methodologies that differ fromthose used to calculate grow th in the top-line, expenditure-based measure of real GDP.



@, As a result of MI’'s economic fluctuations, Ml has moved from the 9" largest
state economy in 1997 to the 14t in 2022

Top State Economies Top State Economies CAGR
measured by GDP (1997) measured by GDP (2022) (1997-2022)
1  California 1 California 3.0% _ _ _
+ Despite periods of economic growth
2 New York 2 Texas 3.1% comparable to the top GDP states,
. Michigan’s average growth rate has been
3 Texas 3 New York 1.9% brought down by previous economic
.. ) 2 6% downturns. From 1997 to 2022, the US
4 lllinois 4 Florida 070 average compound annual growth rate of real
. S GDP was 2.2%. States generating top levels
1.3%
S Florida 5 llinois ° of GDP have CAGRs ranging from 1 to 3%,
. - 1.5% whereas MI's is 0.8%. This is fourth-lowest of
6 Pennsylvanla 6 Pennsylvanla any state, despite having a healthy economy
7 Ohio 7 Ohio 1.2% outside periods of recession.
. Compared to the states with the highest
8 New Jersey 8 Georgia 2.4% GDPs, including Midwestern peers,
S . 3.1% Michigan has alower growth rate. lllinois,
9 MIChlgan 9 WaShmgton ° Ohio, and Indiana (the three Midwestern
10 Georaia 10 New Jerse 1.3% states with the highest GDPs) all had CAGRs
g y above 1.2%, ahead of Michigan’s 0.8%.
14 Michigan

%

Compound Annual Real GDP?! Growth Rate 1997-2022

Source: US Bureau of Economic Analysis. Notes: [1] Real GDP is in millions of chained 2012 dollars, therefore less influenced by the effects of inflation

53



@, For the average household in MI, these macroeconomic trends have

resulted in slowed income growth and periods of high unemployment

MI Per Capita Personal Income as a % of US Avg.

105%

100% (&

95%

90%

85%

80%

Michigan’s slow growth in GDP has led to a

notable income gap between the state and

the country as a whole. In 1997, Michigan

started out with a per capita personal income

rate of 100% (e.g., equal to the U.S. average).

Since that time, it has fallen to between 11 and
Ty 12% below the U.S. average.

2001: 97%
2020: 89%

2008: 88%
NODOANMNINONONOANMIIOONODO
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Source: US Bureau of Economic Analysis, US Bureau of Labor Statistics

Ml vs. US Unemployment Rates

14%

12%

10%

8%

1997
1998
1999
2000
2001

Michigan’s unemployment
trends have closely followed the
national trend but has been
consistently higher than the
US unemployment rate since
the early 2000s, especially

e |\Jichigan USA

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

See pages 44 and 45 for data tables >4



@, However, recent efforts to strengthen MI’'s economy are starting to yield

results, including in the entrepreneurship and innovation (E&I) space

* Michigan’s efforts and accomplishments in the E&I
space have earned it recognition as a leader in the
emerging “Middle Coast” of innovation. Although
still not comparable to the hubs of the East and West
Coasts, the Middle Coast is establishing itself as a
healthy secondary E&I market with the benefit of lower
costs for its companies.

* Detroit was named 2022’s Number 1 emerging
ecosystem by Startup Genome. The top 5 included

rounded Hong Kong, Dublin, Minneapolis, and Houston.

Scoring factors included:

1) Performance (Detroit: 10, Hong Kong: 9,
Dublin: 10, Minneapolis: 10, Houston: 9)

2) Funding (Detroit: 8, Hong Kong: 10, Dublin: 8,
Minneapolis: 8, Houston: 9)

3) Market reach (Detroit: 10, Hong Kong: 10,
Dublin: 10, Minneapolis: 10, Houston: 7)

4) Talent and experience (Detroit: 10, Hong
Kong: 10, Dublin: 10, Minneapolis: 9, Houston:
9)

* Michigan experienced the most growth in VC
funding of any state from 2016-2020. According to
Crunchbase, the average growth rate across the top 5
fastest growing states was ~400%, while MI grew by
nearly 900%.

Source: Startup Genome, Crunchbase

® -
4 238 Beab

Research and Human Company Venture Capital

Development Capital Formation Funding
R&D conducted at Top-talent pool of Formalization of new Private capital

universities and residents supporting products through supporting startups

companies the overall ecosystem company formation through funding

Michigan seems to have identified the importance of supporting E&I efforts, which help strengthen
and diversify the economy. The four pillars above are key focus areas of investment in which the state
has seen growth: the next few slides will explore them in more depth.
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MI Total R&D Performance

Michigan has increased R&D performance by ~6% annually over the last
ten years and does almost 50% more than the US average as a % of GDP

Selected States’ R&D Performancel

In billions of US$

28
26
24
22
20
18
16
14
12
10

CAGR

6%
$18B

$14B

DO~ ®OVDO AN M D © N~
O O O O O ™ I ™ o A A o -
O 000000000 O O O
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See page 46 for data table

2018

$25B

2019
2020

As of 2020
m Total R&D e R&D as a Percentage of GDP
7.6%
7.2% °
[
$218B
4.8%
[ J
4= 8 ysavg: 3.4%
2.1%
[
$46B
California  Washington New York  Michigan

*ﬂ.
T

4

* Mlis atop performer in terms of
R&D investments, ranking 6" and
7t among states interms of total
R&D investment and R&D as a
percentage of GDP, respectively.

* While CAis a clear leader in overall
R&D performance, interms of R&D
as a % of total GDP, CA ranks 4%
among all U.S. states and narrows
the gap between CA (7.2%) and Ml
(4.8%).

* Washington State ranks consistently
high, coming 2"d and 3" in terms of
absolute and relative investment,
respectively. New York, on the other
hand, comes 5" in terms of total
R&D performance but drops down to
30" in terms of R&D as a % of GDP.
With its stable performance in both
categories, WA could emerge as an
aspirational peer for Ml.

Note: R&D performance refers to R&D activities conducted
in the state by federal and state agencies, businesses,
universities, and nonprofit organizations. R&D-performing
organizations either fund their ow n R&D activities or
receive funding fromother organizations. For example, a
considerable portion of academic R&D performance is
funded by the federal government.
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Source: National Center for Science and Engineering Statistics; Notes: [1] R&D performance includes all R&D conducted in the state, fromany funding source (this number is greater than exclusively state-funded research); State-level higher education
R&D data have not been adjusted to eliminate the double counting of funds passed through froman academic institution to subrecipients (other academic institutions, businesses, NPOs, and others).
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@, Michigan has a concentrated talent pool with leading percentages of STEM-
educated professionals who form the workforce behind its E&Il landscape...

Individuals in Science & Engineering Ml is atop-10 state in terms of workforce
Occupations as a % of All Occupations % US Patents by State % within Zscience and engineering

% of all occupations, top 10 states, 2022 Top 6 States, 2022 occupatlo_n '_Wh'Ch heavily suppo_rts labor
demand within the entrepreneurship and

innovation space.
* Ml has 7.3% of its workforce employed in
wA I N 1047 * i ineer !
= 11 California 28% science and engineering occupations, above
MD _— 9.9% - the US average of 6.6%. In faCt, Ml nearly
=70 matches California’s average of 7.8%,

VA _— 9.4% 8% which is especially notable given CA'’s status

as the leading state in terms of GDP, R&D,
co I 03 patents, and total VC funding.
vA - [ N o >
cA NN 7 5%
NH - [ 7 o
uT I 7 6%

8% * MrI’s talented workforce has helped it earn

aspot as 6" highest state by number of
5% patents produced. Washington, which
ranked 2" in terms of both total R&D spent
and R&D spending as a % of GDP, is ranked
4% 7™, right behind Michigan in the % of U.S.
patents produced in 2022 (Ml accounted for
3.79% of US patents, while Washington

orR NN 4% 4% accounted for 3.75%).
vi [N 3% * Mr’s skilled talent pool is supported by its
4% academic institutions, most notably its

public university system, which is widely

regarded as one of the bestinthe country. .

Source: Bureau of Labor Statistics Occupational Employment and Wage Statistics, PatentsView , United States Patent and Trademark Office



...However, despite its skilled and educated workforce, Michigan faces

challenges in keeping talent within the state and attracting outside talent in

MI Civilian Labor Force Participation Rate

% labor force participation, Jan 2018 — March 2023
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Michigan has 721,000 fewer peoplein its
workforce as compared to January of 2000.
Labor force participation peaked at 68.8%
around 2000, but today, Michigan struggles to
stay above 60%. As of the end of 2022,
Michigan’s workforce was down by 97,200
people since the COVID-19 crisis.

Since 2000, Michigan has seen its steepest
declines in labor force participation among
younger workers, with a 23% drop among 16-
19 year-olds, 9.2% drop among 20-24 year-
olds, and a 4.1% overall drop across the broad
category of 25-54 year-olds. The decline in
younger workers is partially explained by an
increasing desire to obtain higher education, but
also reflects the larger trend of statewide
workforce participation decrease.

Net domestic migration (the number of people
moving into Michigan minus the number of
people moving out) improved through the
past decade but remains negative, indicating
Michigan has room to grow in attracting talent
from out of state.
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@, Michigan experienced a spike in company formation in 2020 — as did other
states — and rates have continued to remain higher than previous levels

Michigan Business Formations,! 2015-2022

1,000 Actual Business Formations Projected Business Formations based on Applications
—>
900 85%
800 April = July
700 _ 3mo.
increase:
600
500
A 622 (~6% of the 11.2K
400 y applicati inS
. . P pplications in Sept.
300 The shift to remote and hybrid work 2022)
caused by COVID-19 has reduced
200 the cost of creating a business and
resulted in a sustained surge in new
100 startups since 2020.
0
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Source: US Census Bureau Business Formation Statistics, Notes: [1] Seasonally adjusted business formations w ithin four quarters, total for all NAICS codes

Ml is seeing sustained momentum in
business applications and projected
formations. After an initial dip in the
spring of 2020 at the start of the
COVID-19 pandemic, Ml saw a sudden
spike in applications in the summer and
fall of 2020. Even after the surge,
application and projected formation
numbers have remained higher than
previous levels.

This follows the trend of the US as a
whole, which initially saw a pause in
many activities at the beginning of the
pandemic, followed by a period of
unprecedented inspiration and vigor
from a mostly-remote workforce.
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@, Michigan has emerged as a hub of the “Middle Coast” of VC investment,
with rapid growth in recent years despite a poor 2022 for VC across the US

Michigan vs US VC Investment,! 2016-2023 YTD

$7

$6

$5

$4

$3

$2

Billions of Dollars Invested (Michigan)

$1

$0

Sources: Crunchbase, Michigan Venture Capital Association Reports, 2021 and 2022, Notes: [1] Based on a Crunchbase Pro query of all investments made in Michigan and US-based organizations by venture capital investors between 2016-June

m M| Total Dallars Invested

MI Dollars Invested In Unicorns

32x $6.4B -78%
As shown by the grey dots,
Michigan’s 5 unicorns were the
drivers behind much of the
investment growth in 2019-2021
$2.9B
$1.7B
$1.4B
$0.28  $0.38  $0.4B
. [ @) rY
2016 2017 2018 2019 2020 2021 2022
0.4%, 0.3%, 0.2%, 1.4%, 1.9%, 1.9%, 0.7%,
$63B $92B | ($210B| [$118B| |$157B| [$343B| [$196B| | $52B

* Major investments from 2019 to 2021 contributed
to a massive venture capital boom. This includes
investments in five Ml startups? that became unicorns?
during this this time period. According to Crunchbase
statistics, in 2019, these 5 companies accounted for
as much as 83% of the venture funding flowing into
the state. For 2020 and 2021, that number jumps to
95% and 88%, before dropping off in 2022.

» Large deals like these have helped attract more VC
interest in the Ml market overall, with Michigan
accounting for 0.7% of US VC funding in 2022,
compared to just 0.2% in 2018 before funding to these
unicorns began. The 2021 Michigan Venture Capital
Association (MVCA) report found that every dollar
invested in a Michigan startup by a Michigan VC firm
attracted $9.7 of investment from outside of Michigan;
just ayear later, the 2022 report found that
number had increased to $42.9.

* While there was a funding boom in 2021 across
the US, levels have dropped since then; continued
investment inthe E&I space can help Michigan gain
sustainable momentum into the future.

MP's VC funding as a % of total US funding

$B Total U.S. total dollars invested
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2023. Exact deals counted may vary depending on specifics of the query and source, but the overall trends are consistent [2] Duo Security, Llamasoft, Onestream Softw are, Rivian Automotive and StockX, [3] “unicorns” are privately held companies
valued at over $1 billion



@, Much of MI’s recent influx of VC funding is accounted for by a few of the
state’s largest startups, namely the five unicorns established since 2018

Year Achieved Sector Total Funding S _

; Software
Duo Security 2018 2009 (Security) $121.5M
L L Lamasoft 2020 2002 SOOI $56.1M

(Supply Chain)

Rivian Consumer
RIVIAN At 2021 2009 Goods $10.7B
(Automotive)
Software
@ ONESTREAM OneStream 2021 2010 (Corporate $200M
I Software Performance
Management)
Consumer
StockX StockX 2021 2015 Goods $690M
(Clothing)

Sources: Michigan Economic Development Corporation, Crunchbase, Pitchbook, Nasdaq, StockX [1] estimated values based on publicly available information

$2.4B (acquired
by Cisco)

$1.5B (acquired
by Coupa
Software)

$25.7B as of
mid-December
2022
($66.5B at IPO)

$6B
(acquired by
private equity
firm KKR)

$3.8B (as of
their last funding
round in April
2021)

Duo Security provides security software
products and services.

LLamasoftis a supply-chain planning
company.

Rivian is an electric vehicle manufacture.

OneStream Software provides financial
planning and analysis software.

StockX is an online marketplace to buy
and sell limited edition and high demand
sneakers.
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@, In recent years, MI’'s VC space has also begun to pay attention to diversity
equity & inclusion, following a larger national trend toward DEI investing

US VC Funding to Female-led Business US VC Funding to Black and Latino-led Business
$57B
Women Are The Future Of VC - Menase v i 0 M v 0 SO Biack CAGR:
Funding 0 Initiatives follow a week of protests against police violence in the US
Link to full article here | R :
$25B 4248 Link to full article here ' $12.7B
$208B
. $168B
13B
$11B
$7B s108 $4.0B $4.3B
$4B $5B $2.8B $3.0B
$2B $2B $3B $1 4B $1 6B
= o o ] ]
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2015 2016 2017 2018 2019 2020 2021

As stated by the Michigan Venture Capital Association, MIVCs are aligned with the broader VC environment,which has generally
recognizedthe value of diversity, equity,and inclusion (DEIl)considerations in building their portfolios. This is beneficial not just
from a social perspective, but also a financial one, as a wider pool of investment opportunities will naturally lead to variety and growth. In
futureyears,these demographicdistributions will likely becomemore even.
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Sources: Crunchbase


https://www.forbes.com/sites/melissahouston/2022/11/02/women-are-the-future-of-vc-funding/?sh=43f077db403a
https://techcrunch.com/2020/06/02/diverse-startups-and-investors-matter/

@, The data suggests that Ml might be ahead of the curve in its DEI investment
considerations, although there is much progress is yet to be made

CEOs of Michigan VC-Backed Firms by Gender

As of 2022

Today, on avg. across the US, female led-
business representless than 7% of total deal
count, while in Ml that number reaches 13%.

4 PitchBook

US female-founded VC deal count, as a %

5 7% 6.8%

3.7% 4.7%

2008 2010 2012 2014 2016 2018 2020 2022

Men, 86%

Sources: 2022 Michigan Venture Capital Association Reports, Pitchbook

N/A
1%

LGBTQ+,
less than 1%

CEOs of Michigan VC-Backed Firms by Ethnicity

As of 2022

Although the funding of black-led startups has
increased other the last years, as a % of total US
VC deals, it still represents only 1-2% while in
Michigan that number reaches 6%.

& PitchBook
US Black-founded VC deal count, as a %

N/A, 12%

2.4%
19% g9 21% 2.1%

1.50/0/\/\

Asian, 11%

2016 2017 2018 2019 2020 2021

Oth...
White, 69% 2%



@, The Michigan Venture and Entrepreneurial Foundation (MVEF), a nonprofit
launched in 2021, works with the MVCA to advance DEI priorities

The Michigan Venture and Entrepreneurial Foundation (MVEF) is a 501©3 nonprofit launched in 2021 in affiliation with the Michigan
Venture Capital Association (MVCA) to create programs and initiatives that support the entrepreneurial and venture and angel
Investor community throughout the State of Michigan. Its focus areas include (i) diversity, equity, and inclusion, (ii) education and
growth, and (iii) developing research and publications.

Even as the MVEF has new DElresources in development, the MVCA has already had success with two DEI-focused programs. However, a lack of
funding has led to the cessation of one:

Internship Program (active)

« Paidinternships have shown to be a key indicator with respect to job offers for college students, and research has shown that racial/ethnic
’l minorities are less likely to get paid internships.

* Interns participating in this program receive real-world entrepreneurial experience that helps equip them in their pursuance careers as investors and
entrepreneurs. Students benefit from a paid, part-time, in-person internship, where they receive essential skills training through the MVCA.

Venture Fellows (on-hold)

* The Venture Fellows program was designed to increase the number of VC professionals in Michigan. Through Michigan Venture Fellows, applicants
with significant ties to Michigan were hired by Michigan venture firms for a fellowship period of two years, with the expectation that they will continue
at the firm following the fellowship period. A total of 22 individuals were part of this program from 2011 through 2018.

* In 2017, MVCA created additional eligibility requirements for participating venture capital firms to be dedicated to building a diverse and
n inclusive entrepreneurial and investment community in Michigan. Each firm was required to add a statement in their application package that
described how the firm has supported diversity and inclusion initiatives or its potential to make contributions to this area.

» Currently the Venture Fellow program is not accepting applications due to a lack of funding, but the MVCA is actively seeking new funding sources in
hopes to bring this program back to the ecosystem.
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Sources: Michigan Venture Capital Association



@, Michigan’s higher education R&D focuses mostly on life sciences, while its
corporate R&D focuses almost entirely on the transportation industry

MI Higher Education STEM R&D by Discipline ($3B)

Ml Corporate R&D by Sector ($21B)

% of total performance, 2019
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Michigan’s academic research
and development performance

has a strong presence in
STEM fields, nearly 80%+
going into life sciences and
engineering specifically.
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B Michigan % of total performance, 2019 @ ® Michigan
United States ML 75% £= . United States
80% US: 7% -
20% Most US R&D spending comes from
0 corporations rather than higher
60% education institutions. For Ml
corporate R&D accounted for ~$21B of
50% the total ~$25B spent in 2019. Here,
we see that most of this investment
40% was focused on transportation
equipment (namely the auto industry).
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Sources: National Center for Science and Engineering Statistics, Census Bureau, Business Enterprise Research and Development Survey, 2019



@

MI’s efforts across the entrepreneurship and innovation ecosystem has also
led to increased VC investment, which tend to focus in high-tech sectors

Top 10 Industries by Deal Count! in Michigan (2017-2022)

Total number of deals marked with each tag in Crunchbase investment database
*Categories are not mutually exclusive
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2022 Deal Count
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Software

Health Care

Science & Engineering
Information Technology
Financial Services
Biotechnology

Data Analytics
Hardware

Professional Services
Consumer Electronics

37%

27%

23%

20%

17%

14%

14%

14%

12%

10%

» The industry focus of VCsis demonstrably different from MI's corporate R&D, 75% of which is focused on transportation equipment (namely automotive). VC’s
focus on innovation and shorter-term monetary returns creates a different dynamic of sector preferences than that of these established corporations. In any market,

but particularly for MI given its long-time concentration in manufacturing, this investment from VCs can help support diversification from traditional industries.

Sources: Crunchbase, Michigan Venture Capital Association Reports, 2021 and 2022, Notes: [1] Data is based on industry tags assigned to companies in Crunchbase’s database, and are not mutually exclusive, so some companies are counted in 66

multiple categories. For example, 23% of all deals made in 2021 involved software companies, some of w hich also overlap with the 19% of deals in the health care space. The purpose of this data is to show industries of interest, rather than a

bucketed distribution of discrete deal types.



Key takeaways

Michigan’s historical specialization in the manufacturing industry has led to greater economic variability relative to the rest
l of the US. As a result, over the last decades, Michigan has gone fromthe 9™ largest US state economyto the 14" (as measured

by GDP), and residents have felt the impacts of slowed income growth combined with periods of high unemployment.

Michigan’s long-standing commitmentto R&D (through public and private investments) and human capital formation (through
2 its top-tier university system), sets a strong foundation and for the development of entrepreneurship and innovation programs,
but will require targeted state action to overcome important hurdles such as the declinesin young labor force and recentdownturn

in venture capital funding.

Michigan’s university system and venture capital sceneadd ~$6 billion/year! to its entrepreneurship and innovation

ecosystemand are a catalyst for diversifying Michigan’s economy, given their focus on less traditional industries. In the case
3 of venture capital, Michigan has seen momentum in attracting funding, which can significantly advance the state’s promising

technology space and overall E&l ecosystem. However, recentyears’ major fluctuations in VC funding activity across the US give

reason to monitor investment activity closely for emerging insights.

[1] The annual funding of $6 billion encompasses approximately $3 billion fromuniversities' R&D investments and an additional $3 billion from venture capital (VC) investments, representing the average VC funding received by Michigan's 67
startups over the pastfive years.



This analysis looks at quantitative & qualitative indicators to understand
how MI's E&l ecosystem and programs compare with those of its peers

The purpose of this analysis is to understand how Michigan's E&l ecosystem and programs compare to those of its
peers. We consider Michigan compared to six peer states selected based on similar characteristics, including the maturity of

their E&I programs, the similarity of their economies, and geography.

The analysis segments & wicigan | 1] incians | |8 virginia
programs into the three E&I : s
phases (university-based
innovation, business
ideation, and early
company formation) so that
we are comparing programs
with similar goals.

$57.0M $130.8M° $33.5M

$262.1M $90.8M™ $736.5M $242.1M $189.5M $483 4M™ $85.0M

+55 +.1.88 +61 +77 +67 +1.59 +3.37
(81.35%) (82.68%) (81.41%) (81.58%) (81.47%) (52.40%) 18%)

+2.13 +61 -38 -25 +.55 +.92 +2.18 "
(52.96%) (81.04%) (80.04%) (80.18%) (80.97%) (81.35%) (6260%)

+1.94 +2.32 +1.37 +127 +2.96 +2.91 +6.31

(56.59%) (56.97%) (56.02%) (85.91%) (57.62%) (57.55%) (60.95%)

+2.27 +1.58 +2.52 -1.34 -2.02 +1.96 +5.98
(54.83%) (54.14%) (55.08%) (31.22%) (50.54%) (54.51%) (58.54%)

State Entrepreneurial & Innovation Programs

Virginia - Virginia Innovation Partnership Authority Indiana - Indiana Economic Development Corp (IEDC) Michigan - Michigan Economic Develop: orporation (MEDC)

This benchmark analysis looks at
both (1) quantitative benchmarks
and (2) qualitative benchmarks to
provide the fullest picture possible
of how Michigan compares with
peer states in terms of program
structure and E&l sector
performance.
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Selection Criteria

Peer states were selected based on characteristics including E&I program
maturity, size of economy, and regional competition

Maturity of Similar

E&I Program (5-year avg. GDP)

Michigan 20091 529.38B2

Neighbor

Economy and/or Similar
(U.S. Region)

Midwest

Indiana 20061

Virginia 552.74B2

lllinois

Midwest

Minnesota

Midwest

Ohio

Midwest

Wisconsin

Midwest

E&I Program Description

The State of Michigan will serve as our baseline reference to derive peer benchmarking. Michigan’s E&l framework is
made up of early-stage entrepreneurship programs administered through a network of partners throughoutthe state.
These programs and services are designed to supportthe start-up, commercialization, and growth of technology-based
companiesinthe state.

The State of Indiana was selected as its E&linitiative was established bystatue several years after MSF’s E&l initiative.
Indiana is working through its Innovation & Entrepreneurship Initiative to build the nation’s top environmentfor innovative
ideas to transform into high-growth companies and industryleaders.

The State of Virginia has been selected due to its comparable size of economyrelative to Michigan. Virginia’s E&I
framework bridges gaps atthe earlieststages ofthe innovation continuum. Through commercialization and seed funding
it helps entrepreneurslaunch and grow high-growth technologycompanies and create high-paying jobs for the future.

The State of lllinois was selected as itis a regional competitor to Michigan for both capital and STEM Talent. lllinois’ E&I
framework aims to convene, catalyze, and champion lllinois’ research, science, and technologycommunities byforging
impactful relationships between start-ups, academic institutions, global corporations, and innovation ecosystems.

The State of Minnesota was selected as itis a competitorin the Midwest market. Minnesota’s E&l framework aims to
accelerate the growth of startups and amplifyMinnesota as a national leaderininnovation. Through grants, tax credits,
educational programming, and a statewide network, we're building efforts to help grow Minnesota's startup ecosystem.

The State of Ohio was selected as itis a regional competitor for capital, STEM talent, and federal funding. Ohio’s E&I
framework aims to work with innovative startup companies acrossthe state. Its programs provide accessto business
expertise, mentorship, capital, and talentto build and scale these cutting-edge technologycompanies.

The State of Wisconsin was selected as itis a regional competitorin the Midwestand maintains a similar network of
publicuniversities. Wisconsin’s E&l framework aims to reach early-stage business across the state with a range of
resources relevantto their needs. WEDC'’s entrepreneurship programs are intended to supportnew companies thatare
moving from idea stage through profitability.
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Sources: [1] Maturity w as determined by earliest aw ards reported under each state’s current E&l program [2] U.S. Bureau of Economic Analysis; 5-year average of state GDP from2017 to 2021



Top 3 Sectors by Firm Creation (% of Total) *

Retail Trade [13%)]
Accommodation and Food Services [12%)]
Professional, Scientific, and Technical Services [11%)]

Michigan

Construction [13%)]
Accommodation and Food Services [12%)]
Professional, Scientific, and Technical Services [11%)]

Professional, Scientific, and Technical Services [18%]
Construction [12%]
Other Services (except Public Administration) [11%]

1

2

3

1

2

3

1

2

3

1. Professional, Scientific, and Technical Services [15%)]
2. Accommodation and Food Services [12%)]
3. Construction [11%]
1

2

3

1

2

3

1

2

3

Professional, Scientific, and Technical Services [14%)]
Construction [13%)]
Other Services (except Public Administration) [10%]

3

Accommodation and Food Services [13%)]
Professional, Scientific, and Technical Services [11%)]
Construction [11%]

Wisconsin

Accommodation and Food Services [14%)]
Construction [13%]
Health Care and Social Assistance [11%]

Like MI, most of the selected peer states have Professional, Scientific, and
Technical Services in their top three sectors by firm creation

Professional, Scientific,

and Technical Services %
of Total Firm Creation 2

11%

11%

18%

11%

14%

11%

10%

In addition to the selection
criteria mentioned in the
previous slide, there are
similarities between
Michigan and the selected
states when observingthe
top 3 sectors by firm
creation.

When deploying the
professional, scientific, and
technical services (PSTS)
sectoras a proxy indicator for
E&l industries, we see that
the distribution of newly
created PSTSfirmsis
similar across states in the
Midwestregion.

70

Sources: [1] U.S. Bureau of Labor Statistics; The ranking is derived frommeasuring the average % of startups created w ithin each NAICS sectors from2016-2020 [2] U.S. Bureau of Labor Statistics; The percentage reflects the total number of new

professional, scientific, and technical services firms relative to all new firms created from2016 to 2020



To further tailor this analysis to MI’'s E&Il programs, we looked at qualitative
indicators segmented into the three key E&I stages that MI’s programs serve

University-based innovation

Metric

Higher Education R&D
Expenditures by state
and public institution

Higher Education R&D
Expenditures in science
and engineering fields
by state

Amount (in $M’s) of
Research Expenditures
per University Invention
Disclosure

Amount (in $M’s) of
Research Expenditures
per Start-Up Formation

Description

Direct comparison

Direct comparison

Ratio

Ratio

m Quantitative metrics

Business ideation

Metric

SBIR/STTR Phase |
Awards by state

SBIR/STTR Phase |l
Awards by state

5-year survival rate of
new companies [2020]

1-year survival rate of
new companies [2020]

Description

Direct comparison

Direct comparison

Percentage/Rate

Percentage/Rate

Early company formation

Metric

Description

Number of Investors
with HQ in state

Direct comparison

Number of active
investors by early-stage

Direct comparison

Number of active
investors by
accelerators

Direct comparison
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MI's E&I efforts lean into its best-in-class university ecosystem, but could do

more to support them in translating R&D expenditures into new business

Michigan Indiana lllinois Ohio Wisconsin
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Selection Justification

Higher Education R&D
Expenditures?

Higher Education R&D
Expenditures, Public Institutions?

Higher Education R&D
Expenditures in Science and
Engineering Felds?

Amount (in $M’s) of Research
Expenditures per University
Invention Disclosure?

Amount (in $M’s) of Research
Expenditures per Start-Up
Formation?

Michigan’s E&I programs receive a
significant investment from its public
universities, whereas lllinois depends investments seems to be lower than that
more heavily on its private
institutions, as do several other of
Michigan’s peers.

Baseline Maturity Similar GDP Regional Competitor ~ Regional Competitor Regional Competitor =~ Regional Competitor
$13.6B $7.7B $8.4B $12.9B $5.0B $11.8B $7.9B
$13.3B $6.6B $8.3B $5.7B $5.0B $9.0B $6.5B
$12.8B $6.9B $7.7B $12.2B $4.8B $11.2B $7.3B
$3.2M $1.8M $2.4M $2.7M $2.5M $2.3M $3.2M

. Michigan, Ann Arbor  Purdue U., West Lafayette U. Virginia, Charlottesville U. llinois, Urbana- U. Minnesota, Tw in Cities Ohio State U. U. Wisconsin-Madison
Champaign
$78.9M $29.4M $89.6M $101.5M $57.9M $72.4M $131.4M
U. Michigan, Ann Arb «due U., West Lafayette U. Virginia, Charlottesville U. lllinois, Urbana- U. Minnesota, Tw in Cities Ohio State U. U. Wisconsin-Madison
Champaign
Though Michigan’s universities make
significant investments in the E&I space in
partnership with MSF, the ROl on these
of peer states. The University of Michigan
seems to be spending more to bring
i ) Lagging On path Emergingleader Bestinclass
products to market than some of its peers. KEY: 25% Quartile 50% Quartile 75% Quartile 100% Quartile
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Sources: [1] National Center for Science and Engineering Statistics, Higher Education R&D Survey; FY2016-2020 [2] AUTM Licensing Activity Survey, AUTM Statistics Accessfor Tech Transfer (STATT); Values are reflective of largest public
university per state. Public university size is based on scale of cumulative research expenditures from2016 to 2020.



Selection Justification

Total SBIR/STTR Awarded Phase 11

Average allocation per award
[#of awards]

Total SBIR/STTR Awarded Phase 2!

Average allocation per award
[#of awards]

1-Year Survival Rate of new firms?2
Comparedto US Avg. of 80.8% [2020]

1-Year Survival Rate of Professional,
Scientific, and Technical Services
firms?2

Comparedto US Avg. of 80.42% [2020]
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5-Year Survival Rate of new firms?
Comparedto US Avg. of 54.65% [2020]

5-Year Survival Rate of Professional,
Scientific, and Technical Services
firms?2

Comparedto US Avg. of 52.56% [2020]

Michigan

Baseline
$72.4M

$169K [429]

$262.1M

$1.061M [247]

+.55
(81.35%)

+2.13
(82.56%)

+1.94
(56.59%)

+2.27
(54.83%)

*State does notprovide SBIR/STTR Phase 1 Matching Grant Program
**State does notprovide SBIR/STTR Phase 2 Matching Grant Program

Maturity

$32.6M
$168K [194]
$90.8M**

$1.082M [84]

+.1.88
(82.68%)

+.61
(81.04%)

+2.32
(56.97%)

+1.58
(54.14%)

$171.7M

$148K [1164]

$736.5M

$1.061M [694]

+.61
(81.41%)

-.38
(80.04%)

+1.37
(56.02%)

+2.52
(55.08%)

Regional Competitor

KEY:

$89.3M*

$183K [487]

$242.1M

$1.101M [220]

+.77
(81.58%)

-.25
(80.18%)

+1.27
(55.91%)

-1.34
(51.22%)

Lagging
25% Quartile

Regional Competitor
$57.0M

$207K [276]
$189.5M

$1.239M [153]

+.67
(81.47%)

+.55
(80.97%)

+2.98
(57.62%)

2.02
(50.54%)

On path
50% Quartile

Ml performs well in terms of its 1- and 5- year firm survival rates when
considering the industry sectors most directly impacted by its E&I| programs

Similar GDP Regional Competitor
$130.8M*
$156K [839]
$483.4M**

$1.079M [448]

+1.59
(82.40%)

+.92
(81.35%)

+2.91
(57.55%)

+1.96
(54.51%)

Emergingleader
75% Quartile

Bestinclass
100% Quartile

Wisconsin

Regional Competitor

$33.5M

$218K [154]

$85.0M

$1.150M [74]

+3.37
(84.18%)

+2.18
(82.60%)

+6.31
(60.95%)

+5.98
(58.54%)

73

Sources: [1] Small Business Innovation Research (SBIR) and Small Business Technology Transfer (STTR) aw ard data collected by SBA fromFY 2016 to 2020 [2] United States Census Bureau Business Dynamics Statistics (BDS); survivalrate is

observedin FY2020



MI's lags behind in early-stage investment in comparison with its peers, but

could leverage the success of its neighbors while growing its own VC scene
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Indiana

Michigan

Wisconsin

Selection Justification Baseline Maturity Similar GDP Regional Competitor Regional Competitor
Number of venture capital
investors with a HQ in state? 90 117 289 8
Number of active investors with 78 99 217 53

an early-stage focus?

lllinois has a mature
and extensive venture
capital ecosystem, likely
related to the relative size
and strength of the
Chicago-Naperville-Elgin
MSA.

On path
50% Quartile

Lagging

KEY: 25% Quartile

Sources: [1] Crunchbase; figures reflect count of active entities [Nov. 2022]

Regional Competitor Regional Competitor

108

78

Ohio has a comparable
number of early-stage
investors but a slightly larger
number of VC investors overall,
and a slightly larger number of
accelerators

Bestinclass
100% Quartile

Emergingleader
75% Quartile
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th

University-based innovation Early company formation

|| Qualitative Metrics

Next, we use a set of qualitative measures to benchmark MI’'s E&l programs
against peer states, broken down by stage in the E&I journey

Commercial
Feasibility

University
Incentives

Business
Development

Federal Funding
Support

Accelerator or
Incubator
Assistance

Early-Stage
Funding

Methodology: Key Questions Evaluated

What programs are
used to support
research
commercialization?

Does the state E&|
framework offer
incentives for
university faculty of
Technology Transfer
Offices (TTOs)to
develop startups?

Are entrepreneurs
offered supportto
scale and growth
their company?

Do states offer
application or
proposaltraining for
federal funding, such
as SBIR/STTR?

Do funds exist to
attract, assist and
retain quality startup
or technology-
enabled businesses?

Do funds exist to
attract, assist and
retain quality
startup or
technology-enabled
businesses?
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Virginiais seeking to further diversify its E&I efforts from a geographic and
Industry perspective, which is currently focused on government services
and Metropolitan D.C.

State Entrepreneurial & Innovation Programs

Virginia - Virginia Innovation Partnership Authority Michigan - Michigan Strategic Fund E&I| Programs

i Common- ini
SBIR/STTR | Regional wealth Virginia Proof of SBIR/STTR

Assistance| Innovation . Venture Go Virginia CHIIEY] Tech Team L
Com mercial Concept Program Training

Program Fund zation Fund Partners

Emerging | Business

Early-Stage

Relevant Functions of  Virginia
Funding

E&I Programs Catalyst s Fund Fund

University X X X X

Commercialization

Service Providers X X X X X X

Capital Support X X X X X X

Due to Virginia’shigh relianceon federal government-related

activities, it seeks to incentivize workers in governmentand

larger firms to establish startup businesses through its Regional

Innovation Fund, whereas in Michigan, large employers such as

the “Big 3” automotive suppliers tend to be more focusedon

intrepreneurship and acquiring technology businesses that got

their start in the university system. 6


https://www.virginiacatalyst.org/
https://www.virginiacatalyst.org/
https://www.virginiaipc.org/sbirsttr
https://www.virginiaipc.org/sbirsttr
https://www.virginiaipc.org/sbirsttr
https://www.virginiaipc.org/rif
https://www.virginiaipc.org/rif
https://www.virginiaipc.org/rif
https://www.virginiaipc.org/ccf
https://www.virginiaipc.org/ccf
https://www.virginiaipc.org/ccf
https://www.virginiaipc.org/ccf
https://www.virginiaipc.org/vvp
https://www.virginiaipc.org/vvp
https://www.virginiaipc.org/vvp
https://www.virginiaipc.org/ssbci-vvp-fund-of-funds
https://www.virginiaipc.org/ssbci-vvp-fund-of-funds
https://govirginia.org/

Indiana’ E&I framework is segmented into two primary elements: venture

development and small business support

State Entrepreneurial & Innovation Programs

Indiana - Indiana Economic Development Corp (IEDC)

Elevate
Ventures
Purdue

Foundry
Fund

SBIR/STTR

Indiana Small
Business

Development
Center

Indiana

- IndianaSeed Proof of
Business

Concept

Relevant Functions of Entrepreneurs-

E&I Programs in-Residence Youcher

Grant
Program

Matching

University
Commercialization

Service Providers

Capital Support

T3N

X

MTRAC | Gateway Tech Team

Hubs

X

Michigan - Michigan Strategic Fund E&I Programs

Emerging
Technologies
Fund

SBIR/STTR

Program Training

Business
Accelerator
Fund

Early-Stage
Funding

Indiana’s programmatic configuration closely resembles
Michigan’s E&l programs. However, Indiana has partnered with
one entity to deliver most of its programs, Elevate Ventures.

7



https://elevateventures.com/regions/
https://elevateventures.com/regions/
https://www.iedc.in.gov/program/innovation-entrepreneurship/venture-development
https://www.iedc.in.gov/program/innovation-entrepreneurship/venture-development
https://www.iedc.in.gov/program/innovation-entrepreneurship/venture-development
https://www.iedc.in.gov/program/innovation-entrepreneurship/venture-development
https://www.iedc.in.gov/program/innovation-entrepreneurship/venture-development
https://elevateventures.com/programs/innovation-voucher-program/
https://elevateventures.com/programs/innovation-voucher-program/
https://elevateventures.com/programs/innovation-voucher-program/
https://elevateventures.com/programs/sbir-sttr-grants/
https://elevateventures.com/programs/sbir-sttr-grants/
https://elevateventures.com/programs/sbir-sttr-grants/
https://isbdc.org/innovate/
https://isbdc.org/innovate/
https://isbdc.org/innovate/
https://isbdc.org/innovate/
https://www.iedc.in.gov/program/innovation-entrepreneurship/small-business-support
https://www.iedc.in.gov/program/innovation-entrepreneurship/small-business-support
https://www.iedc.in.gov/program/innovation-entrepreneurship/small-business-support
https://www.iedc.in.gov/program/innovation-entrepreneurship/venture-development
https://www.iedc.in.gov/program/innovation-entrepreneurship/venture-development

lllinois’ E&I framework leverages its service provider programs to catalyze

public-private partnerships

lllinois - Department of Commerce & Economic Opportunity

SBIR/STTR |[lllinois Small lllinois
Phase | Business | Growthand

Matching |Development| Innovation
Program Centers Fund

Relevant Functions of

VentureEngine
E&I Programs Venture Engine

University
Commercialization

State Entrepreneurial & Innovation Programs

Michigan - Michigan Strategic Fund E&| Programs

Emerging Business
Technologies | Accelerator
Fund Fund

SBIR/ISTTR
Training

Early-Stage

ARG | CEREEY e e Funding

Hubs Program

R Proof of
Concept

X X X

Service Providers X X

Capital Support X X

Due to the number of active
investors and the scale of Chicago’s
investment ecosystem, lllinois’ E&I
programmatic efforts are highly
focusedon facilitating start-up
Interactions with investors and
developing corporate
partnerships.

lllinois’ university

commercialization efforts are

primarily supported by in-house

tech-transfer programs and proof

of conceptfunds, such as

University of lllinois’ “lllinois

Ventures” program. 8



https://dceo.illinois.gov/whyillinois/sbir-sttr-phase1.html
https://dceo.illinois.gov/whyillinois/sbir-sttr-phase1.html
https://dceo.illinois.gov/whyillinois/sbir-sttr-phase1.html
https://dceo.illinois.gov/whyillinois/sbir-sttr-phase1.html
https://dceo.illinois.gov/smallbizassistance/beginhere/sbdc.html
https://dceo.illinois.gov/smallbizassistance/beginhere/sbdc.html
https://dceo.illinois.gov/smallbizassistance/beginhere/sbdc.html
https://dceo.illinois.gov/smallbizassistance/beginhere/sbdc.html
https://www.ilgif.com/
https://www.ilgif.com/
https://www.ilgif.com/
https://www.ilgif.com/
https://www.istcoalition.org/innovation/ventureengine/
https://www.chicagoventuresummit.com/startupchicago/
https://intersectillinois.org/

Ohio’s E&l framework is primarily captured within its Ohio Third Frontier
Initiative, which is lead by its legacy Entrepreneurial Services Provider
Program and Pre-Seed/Seed Plus Fund Capitalization Program (PFCP)

State Entrepreneurial & Innovation Programs

Ohio - Department of Development Michigan - Michigan Strategic Fund E&Il Programs
Ohio Small [Entrepreneurial Frontier Seed/Seed Emerging Business Early-
Relevant Functionsof Business Services |Technology : = . - . |Ohio Capital Proof of MTRAC | Gatew ay SBIR/ISTTR :
E&I Programs Development Provider Validation Tech Ohio - |Spark Grant| Plus Fund Concept LEA Hubs Program Training Tecf::z?]lo?gles Accgdizjator Fﬁtn&:ﬂﬁg
Centers Program |and Start-up n Proaram
University
Commercialization X X X X
Service Providers X X X X X X
Capital Support / X X X X X X

Entrepreneurial Services Provider Program has established
an approachthat integrates sources of deal flow,
entrepreneurial support,and capital to effectivelygrow
the technology-based entrepreneurial commercialization
outcomes within six Ohio geographies. Ohio has invested
over $240mm in the program since it launched in 2007.

Ohio’s PFCP programis a statewide
network of early-stageinvestment
funds that have invested over
$200mm in state funds since the first
fund was capitalized in 2002.
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https://development.ohio.gov/business/small-business-and-entrepreneurship/small-business-development-centers-ohio
https://development.ohio.gov/business/small-business-and-entrepreneurship/small-business-development-centers-ohio
https://development.ohio.gov/business/small-business-and-entrepreneurship/small-business-development-centers-ohio
https://development.ohio.gov/business/small-business-and-entrepreneurship/small-business-development-centers-ohio
https://development.ohio.gov/business/third-frontier-and-technology/entrepreneurial-services-provider-program
https://development.ohio.gov/business/third-frontier-and-technology/entrepreneurial-services-provider-program
https://development.ohio.gov/business/third-frontier-and-technology/entrepreneurial-services-provider-program
https://development.ohio.gov/business/third-frontier-and-technology/entrepreneurial-services-provider-program
https://development.ohio.gov/business/third-frontier-and-technology/technology-validation-start-up-fund
https://development.ohio.gov/business/third-frontier-and-technology/technology-validation-start-up-fund
https://development.ohio.gov/business/third-frontier-and-technology/technology-validation-start-up-fund
https://development.ohio.gov/business/third-frontier-and-technology/technology-validation-start-up-fund
https://development.ohio.gov/business/third-frontier-and-technology/technology-validation-start-up-fund
https://development.ohio.gov/business/third-frontier-and-technology/technology-validation-start-up-fund
https://weare.techohio.ohio.gov/
https://workforce.ohio.gov/initiatives/initiatives/isp/award-amounts
https://development.ohio.gov/business/third-frontier-and-technology/pre-seed-seed-plus-fund-capitalization-program
https://development.ohio.gov/business/third-frontier-and-technology/pre-seed-seed-plus-fund-capitalization-program
https://development.ohio.gov/business/third-frontier-and-technology/pre-seed-seed-plus-fund-capitalization-program
https://development.ohio.gov/business/third-frontier-and-technology/pre-seed-seed-plus-fund-capitalization-program
https://development.ohio.gov/business/third-frontier-and-technology/pre-seed-seed-plus-fund-capitalization-program
https://www.ohiocapitalfund.com/
https://www.ohiocapitalfund.com/

Minnesota’s E&I framework seeks to improve access to its resources by
coordinating with an organized network of regional partners across the state

State Entrepreneurial & Innovation Programs

Minnesota - Minnesota Department of Employment and Economic Development Michioan - Michigan Strateaic Fund E&I Programs
(DEED) ) g g g

Minnesota
Relevant Functions of S".‘—a” Minnesota Busn_ngss SBIRISTTR w MNVenture Proof of Gatew ay SBIR/STTR Emerglng RIS
E&I Programs Business Exchange Oparalinng Matching Grant Minnesota Builders Concept Program Training VEEINECIES || ACEElErE T

Development Grant Netw ork - Fund Fund

Centers
University
Commercialization X X X
Service Providers X X X X X X X
Capital Support X < X X X

Minnesota’s E&l framework, spearheaded by Launch
Minnesota, is heavily focusedoninitiatives to connect
the state startup ecosystem and facilitating accessto
entrepreneurship, including a virtual entrepreneurial
education program. This is comparable to Michigan’s E&
framework, which relies heavily on SmartZones that are

accessible to a statewide audience.
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https://mn.gov/launchmn/mentor/
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https://mn.gov/launchmn/capital/launch-grants/
https://mn.gov/launchmn/capital/launch-grants/
https://mn.gov/launchmn/capital/launch-grants/
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Wisconsin’s E&l framework provides a similar portfolio of programs and

resources but is primarily focused on the development of industry clusters,
such as freshwater technology in Milwaukee

Relevant Functions of Small Business
Development

E&I Programs

University
Commercialization

Service Providers

Capital Support

Capital . Seed Proof of SBIR/STTR '
Catalyst ip Partner Angel . Technologies | Accelerator| Stage
Accelerator Concept Training

Program Grant Netw ork Fund

State Entrepreneurial & Innovation Programs

Wisconsin - Wisconsin Economic Development Corp Michigan - Michigan Strategic Fund E&I Programs

Emerging

Business Early-

Fund Funding

Wisconsin leverages its strategicindustries, such as freshwater
technology, and network of industry-specific accelerators, such as the
Business-Research-Entrepreneurship-in Water (BREW), to attract
entrepreneurs and investment. The industry-specific accelerators serveas
magnets for entrepreneurs fromacross the U.S. and the world that
want to take advantage of local sector expertiseand gain accessto
large corporations, leading industryresearch,and other entrepreneurs
that are aligned with their core business area.
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Historically, MI’s GDP has typically aligned with US and Midwest trends,
although it has shown a greater susceptibility to the impact of recessions

Michigan vs. United States — GDP % change YoY

12
o 10
®
L
. 8
(]
3
c 6
@®
g
m 4
(@))
g
5 2
g 0 Midwest
=
() -2
3
Q
o -4

1997-1998-1999-2000- 2001- 2002- 2003- 2004- 2005- 2006- 2007- 2008- 2009- 2010- 2011- 2012- 2013- 2014- 2015- 2016- 2017- 2018- 2019- 2020-
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

United States 57 63 64 32 33 48 66 67 6 48 2 -2 39 37 42 36 42 37 27 42 54 41 -15 10.7
e |\lichigan 43 82 41 -06 39 29 31 38 04 19 47 56 58 37 45 35 33 51 32 24 36 23 -23 10
—Midwest 5.3584.667 5.5582.5924.442 5.35 6.1255.3334.6675.6251.842 -1.6 4.7086.1755.9173.217 4.7 24171242 2.9 4.4332.675-1.14 10.33

82

Source: US Bureau of Economic Analysis;in US current dollars. Notes: [1] Midw estern states include IL, IN, 1A, KS, Ml, MN, MS, NE, ND, OH, SD, WI



When compared to other large states, Ml follows a similar pattern, generally
aligning with trends, with some deeper fluctuations

Michigan vs. Selected US States — GDP % change YoY
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Michigan’s historical focus on manufacturing made it a key economic
player, but this focus also contributed to greater variability than the US (1/2)

Michigan vs. United States — Manufacturing Industry’s Contribution to % change in GDP YOY
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Contribution to % Changein GDP Year over
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-6%
° 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

—United States 1% 1% 1% -1% 0% 1% 1% 0% 1% 0% 0% -1% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% -1% 1%
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Michigan’s historical focus on manufacturing made it a key economic
player, but this focus also contributed to greater variability than the US (2/2)

Michigan — Contribution to % Change in GDP: Manufacturing vs. All Industries Totall
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the industry details are calculated using source data and methodologies that differ fromthose used to calculate grow th in the top-line, expenditure-based measure of real GDP.
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For the average household in MI, these macroeconomic trends have
resulted in slowed income growth and periods of high unemployment (1/2)

MI Per Capita Personal Income as a % of US Average
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Percent (%) of United States Average Personal
Income

75%
° 19971998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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For the average household in MI, these macroeconomic trends have
resulted in slowed income growth and periods of high unemployment (2/2)

Michigan vs. United States Unemployment Rates
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Percent (%) Unemployment Rate

0%
° 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

e==Michigan 4% 4% 4% 4% 5% 6% 7% 7% 7% 7% 7% 8% 13% 12% 10% 9% 9% 7% 5% 5% 5% 4% 4% 10% 6%
USA 5% 5% 4% 4% 5% 6% 6% 6% 5% 5% 5% 6% 9% 10% 9% 8% 7% 6% 5% 5% 4% 4% 4% 8% 5%

Source: US Bureau of Economic Analysis, US Bureau of Labor Statistics
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Michigan has increased R&D performance by ~6% annually over the last
ten years and does almost 50% more than the US average as a % of GDP

Michigan Total R&D Performance
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Program Snapshots
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The Michigan Strategic Fund and the Michigan Economic Development

Corporation are public entities working in partnership to achieve
their shared goal to foster economic development in Michigan

® Vision Make Michigan’s economy the nation’s fastest growing, most equitable and most resilient.

Attract, retain, and grow business Support and grow our talent
Attract, keep and grow businesses in Cultivate the skills and talentneeded forin-
. industries thatsupportmaximum growthin demand and high growth occupations
- S’[I’ateg IC jobs,wages and investments. statewide.
tl Areas of
Accelerate high-tech innovation Market the state

Focus

Supportentrepreneurial growth to enable
commercialization and new high-tech
business creation.

Promote Michigan’s image as a world-class
business location and travel destination.

Achieve long-term economic prosperity for Michiganders by investing in communities, enabling
the growth of good jobs and promoting Michigan’s strong image worldwide.

Develop attractive places

Collaborate with local communities and
partners to create places in which people
and talent want to live, work, visit and play.

Support small business
Help existing small and microbusinesses

grow and improve economic prosperityfor
all through small business ownership.
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S Michigan's E&I programs are under the purview of the MSF and administered =
by MEDC in partnership with local economic development organizations

Michigan Strategic Fund (MSF)

N

Promote economic growth in the

State of Michigan through a
combination of direct investments,

Q Objectives oversight of incentives and financial
assistance programs, and

collaboration with other
organizations and stakeholders.

The MSF is the state agency that is responsible for investing in
programs and initiatives that support economic growth in Michigan. It
provides funding for a variety of projects, including infrastructure
improvements, community development, and supporting entrepreneurs
and innovators. The MSF also plays a role in managing state economic
development incentives and other financial assistance programs for
businesses. The MSF Board is responsible for funding and oversight of the
E&I programs in this evaluation.

e
(&

eyt

MICHIGAN STRATEGIC FUND

Michigan Economic Development
Corporation (MEDC)

Promote business growth,
community economic develop-

ment, and job creation in the State .
Michigan through a range Q Objectives
of services including financial

assistance, technical support, and
access to networks and partners.

The MEDC is responsible for developing and administering programs
that promote business growth and job creation in Michigan. The
agency provides a range of services and resources to businesses and
nonprofits, including financial assistance, technical support, and access to
networks and partners. The MEDC also works with local communities to
develop and implement economic development strategies. The MEDC is
responsible for the administration of the MSF’s E&I programs and
supporting its program grantees.

e MICHIGAN ECONOMIC
‘ DEVELOPMENT CORPORATION 92



Within the universe of possible E&I support, the E&I programs fall under four *
categories, which can be organized according to their stage in the E&I journey

Stages included in MSF’s E&l Programs Sleges natinsisle [ his =y 2l
Programs

SBIR/STTR Grant Early-Stage
Proof of Concept Training Gateway Funding Company
maturation
Emerging )
Mentors T3N Technology Fund Tech Team High
. growth
MTRAC eSS Providing capital support
Helping entrepreneurs Accelerator Fund Early so mature companies can
apply for federal grants funding continue to grow
and providing matching Providing steady capital
funds Early / supportso established

Supporting university

faculty members advance company startups can fulfill their

potential for substantial

their research and testfor formation Providing capital support .
marketviability for nascentstartups to take S (L) ity
Federal the first steps into

companyformation, sales,

grants and operations

Supporting entrepreneurs

University- as they translate early
business ideas into

. b ase‘?' commerciallyviable

Innovation products

A
v

Early Stageinthe E&I journey Late
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University innovation programs support faculty members of Ml-based

Institutions in evaluating the market viability of their technology

Overview of MSF’s E&I programs across the entrepreneurship and innovation journey

University-Based Innovation

v

Advance Grant Program
(“Proof of Concept Fund”)
Provides financial incentives for
participating university faculty with
early-stage technologyor
intellectual propertyto engagein
commercialization activities

Michigan Translational Research
and Commercialization Program
(“MTRAC”)

Creates commercial development
and patent opportunities for
Michigan-based universities

Technology Transfer Network
Program (“T3N”)

Provides sector-specific mentorship
from seniorindustryexperts to
advise early-stage businesses with
marketassessment

Stage of the entrepreneurship and innovation journey

Earlier stages of E&I _

(e.g., conceptualization)

Funding for University programs largely target early-stage concepts that need additional
resources and exposure in order to be commercialized and scaled.

Each program serves a unique function, with Advance Grant funding a minimum viable
product, T3N lending the university’s relationship network for socialization of the concept,
and MTRAC further testing the commercialization of ideas and supporting the process for
patent, copyrights, trademarks, and licenses.

Funding recipients sometimes leverage all three programs' streams throughout their journey,
or a mix and match based on need and eligibility.

Additional information on University Programs can be found inthe Program Snapshots.
— Advance Grant Program (“Proof of Concept Fund”)
— Technology Transfer Network Program (“T3N”)

— Michigan Translational Research & Commercialization Program (“MTRAC”)
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For early companies looking to raise funds, the Federal Grant programs
help entrepreneurs obtain and supplement federal SBIR/STTR grants

Overview of MSF’s E&Il programs across the entrepreneurship and innovation journey

Federal Grants

SBIR/STTR Federal Grant Training
Provides Michigan-based small
businesses with onsite and virtual
training for SBIR/STTR proposal
development

Michigan Emerging Technology
Fund

Provides matching funds to companies
that received SBIR/STTR federal
grants. Created to encourage Michigan
companiesto pursue SBIR/STTR
awards

Stage of the entrepreneurship and innovation journey

Earlier stages of E&I Later stages of E&I
(e.g., conceptualization) _ (i.e., company formation)

As the name implies, the Federal Grant programs focus on
acquiring and supplementing federal funding.

Specifically, these two programs focus on helping
entrepreneurs write compelling SBIR/STTR grant
applications, and then once a federal grant is awarded,
providing matching funds to amplify it.

As with the prior programs, recipients may use one or both
programs.

» Additional information on Federal Grants Programs can be
found in the Program Snapshots.

— SBIR/STTR Federal Grant Training (“Grant Training”)

— Emerging Technology Fund (“ETF”)
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Later into the entrepreneurship journey, programs focus on providing
services and building skillsthat can lead to success in company formation

Overview of MSF’s E&I programs across the entrepreneurship and innovation journey

Michigan Small Business
+ The Early Company Formation programs, while sharing some parallels with the _I?eveIO;Dment Center (“Tech
; . eam”
University programs, focus beyond the conceptual phase. Provides free consulting,
. . ) training, and marketresearch to
» Specifically, these three programs target efforts to grow a business from its startup help small businesses launch,

phase to a market-ready corporate entity through E&I programming, business % grow, transition and innovate
development services, and funding.

» As with the prior stages, recipients may use 1, 2, or all 3 programs at different stages of _
Business Accelerator Fund

their grOWth Allocates funds Michigan-based
incubators and accelerators that
« Additional information on Early Company Formation Programs can be found in the then provide senvices to small
Program Snapshotsl business |OOking ortechnical
assistance

— Entrepreneurial Support Services and Business Incubator Gateway (“Gateway”) ;
/-
— Michigan Small Business Development Center (“Tech Team”)

: “ ” : Entrepreneurial Support Services
— Business Accelerator Fund (“BAF”) ) and Business Incubator Gateway

(“Gateway Program”)

Leverages Michigan’s SmartZones
to supportstart-up companies'in
accessing a variety of
entrepreneurial programs

Stage of the entrepreneurship and innovation journey 96
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s As entrepreneurs take the first steps into their newly formed companies,
the ESF program focuses on providing early-stage seed funds

Overview of MSF’s E&I programs across the entrepreneurship and innovation journey

Early-Stage Funding

« This funding program is more mature in nature, with a focus on supporting newly-realized
business entities with market-entry, funding, and scaling to meet identified demand.

+ The ESF program aims to bridge the funding gap for promising early-stage technology
companies that haven't yet attained the size and maturity required to secure investments from
private investors

» Additional information on the Early-Stage Funding Program can be found inthe Program
Snapshots.

— Early-Stage Funding Program (“‘ESF”) b

Early-Stage Funding Program
Funds non-profitorganizations
thatinvestin pre-seed and start-
up stage technologiesthat
require capital to transition from
research to the earlieststages of
the commercialization process

Stage of the entrepreneurship and innovation journey 97
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Altogether, these 9 E&Il programs form a support roadmap for Michigan’s

entrepreneurs, offering assistance at various stages of their journey

Overview of MSF’s E&Il programs across the entrepreneurship and innovation journey

University-Based Innovation

Michigan Translational Research
and Commercialization Program
(“MTRAC”)

Creates commercial development
and patent opportunities for
Michigan-based universities

Advance Grant Program
(“Proof of Concept Fund”)
Provides financial incentives for
participating universityfaculty with
early-stage technologyor
intellectual propertyto engagein
commercialization activities

v

Technology Transfer Network
Program (“T3N”)

Provides sector-specific mentorship
from seniorindustryexperts to
advise early-stage businesses with
marketassessment

Federal Grants

SBIR/STTR Federal Grant
Training

Provides Michigan-based small
businesses with onsite and virtual
training for SBIR/STTR proposal
development

Michigan Emerging Technology
Fund

Provides matching funds to companies
that received SBIR/STTR federal
grants. Created to encourage Michigan
companiesto pursue SBIR/STTR
awards

Stage of the entrepreneurship and innovation journey

Earlier stages of E&I
(e.g., conceptualization)

Later stages of E&I
(i.e., company formation)

Early-Stage Funding

Michigan Small Business
Development Center (“Tech
Team”)

Provides free consulting, training,
and marketresearch to help small
businesseslaunch, grow,
transition and innovate

‘o

Business Accelerator Fund
Allocates funds Michigan-based
incubators and accelerators that
then provide services to small
business looking or technical
assistance
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Early-Stage Funding Program
Funds non-profitorganizations
thatinvestin pre-seed and start-
up stage technologies that
require capital to transition from
research to the earlieststages of
the commercialization process

Entrepreneurial Support Services
and Business Incubator Gateway
(“Gateway Program”)

Leverages Michigan’s SmartZones
to supportstart-up companies'in
accessing a variety of
entrepreneurial programs
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To deliver support, the E&I programs collaborate with several actors and aim

to create the right conditions for later stage investors, like VC funds

Stages included in Michigan's E&I Programs
University-based innovation Early company formation

Supporting entrepreneurs
translate early businessideas
into commerciallyviable products

Supporting universityfaculty
members advance theirresearch
and test for marketviability

Incubators & Accelerators

K2 Combinat:

Universities

%

MBI AN S TATE
ETEEEIER

200

startups

PLUGANDPLAY @& innovation works

High growth

Providing capital supportso
startups can fulfill its potential for
substantial and rapid growth

Supporting entrepreneurs take
the first steps into company
formation, sales, and operations

Stages not included in MI's E&|l Programs

Company maturation

Providing capital supportso
mature companies can continue
to growth

Venture Capital Funds

SEQUOIA
Mos

Google for Startups
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Philanthropics
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Private Equity Funds

Blackstone

i CARLYLE CeRaOvU

KKR

TPG

SILVERLAKE

WARBURG Prycus

APOLLO
At ntmations

BlackRock
= BainCapital

v

A

Early

|| Primarily non-return seeking capital support (i.e.

[ | Government and government-related entities

Stageinthe E&Ijourney

, grants) Primarily service providers

Late
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All programs are intermediated by an implementing or administrative
partner (“grantees”), who are the first recipients of MSF’s funds

MSF’S E&IProgram Administrative Partner (i.e., grantee) Supportoffered to entrepreneurs (i.e.,subgrantee)

ﬁ Financial Supoort Provides financial incentives for participating universityfaculty with
‘ Proof of Concept e s i rantgr)) early-stage technologyor intellectual propertyto engage in
TR CERERT €. 9 commercialization activities.
Technical Support . o . o
Mentors T3N 9 m (i.e., mentorshi Provides sector-specific mentorship from seniorindustryexperts to
' r;'etworking) P, advise early-stage businesses with marketassessment.
MTRAC e m @ Financial Support Creates commercial developmentand patentopportunities for
mm;:!:r:i_ﬂ Wmmmﬂ it (i.e., grants) Michigan-based universities.
. Technical Support Provides Michigan-based small businesses with onsite and virtual
‘ SBIR/STTR Grant Training @» bgc (i.e., training) training for SBIR/STTR proposal development.

Michigan Financial Support Provides matching funds to companiesthatreceived SBIR/STTR
SBDC (i.e., grants) federal grants.

ol "I" 10+ VEEIEE VEEers Leverages Michigan’s SmartZones to supportstart-up companies'in
‘ Gateway 9 SEE"EE '*”0""”5 r‘ ADVANEAE S  horg (It.)eu.'s inneet\évsogrllzsiagxiree;ll accessing a variety of entrepreneurial programs.

Tech Team e Michigan Technical Support Provides free consulting, training, and marketresearch to help small
SEDC (i.e., consulting, training) businesseslaunch, grow, transition and innovate.
_ — Technical Support Provides a series ofgrants to business acceleratorsto help high-
Business Accelerator Fund ssoc (i.e., networks, overall tech businesses access specialized services and networks they
business guidance) need to grow

|ﬂ'I'EStMIEhIEi'ﬂ e Financial Support Provides initial funds to new tech-companies early-onin
Early-Stage Funding Program @» WCHIGSRETEL  NwEST DETRONT S PARK (i.e., early-stage funding) commercialization to help securing follow-on funds within 12 months.

. University-Based Innovation . Federal Grants ‘ Early Company Formation Early-Stage Funding 100



s E&I| programs are primarily (90%+) funded by tax dollars and represent, on
avg., 6.8% of MSF’s appropriated funds, although this figure has been declining

MSF’s Appropriated Funds

In millions of US$

E&I Funding Sources!

In millions of US$, from 2013 to 2022
Corporate and Permanentfunds Recentuptake in MSF's
have beenusedinin recent years as aDDIo ria?ted funds due
additional/alternative funding sources topRRIEA Funds
to supportthe Early-Stage Funding $308.9 CAGB ,
program. | $291.1 -2.9%
$269.6
258.6
$257.0 $ $247.4 $2475 —
$227.9 :
$179.3
CAGR
-6.4% —

$25.9 $19.5
$15.7 : $17.7 186 $17.2 $149 $142  $142  $14.2
s B s h I I e s .

Legislative AIIocatedm 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Funds
= @) @ @@ @O @ @ @

Total MSF appropriation . E&I annual budget allocation
Approximate E&l budget as a % of MSF’s total appropriation?

Note: [1] Legislature Allocated Funds are state tax-dollar funds appropriated by Michigan legislators, Permanent Funds are investmentfund seeded by 1990 Master Settlement Agreementbetween Tobacco Companies andqg1
States, and Corporate Funds are funding received through Indian Gaming taxation agreements in the state. [2] E&I's annual bud getmightalsoinclude unused budgetfrom previous years. Source: MEDC



In terms of grant allocation, the nine E&I programs under evaluation have
awarded ~$130 M in nine years, with significant fluctuation year-over-year

E&l Programmatic Allocation by Funding Source

In millions of US$, includes only grants awarded from the nine programs under evaluation

Difference between
budget and grant
allocation

2013

E&I grants awarded (for the nine programs under evaluation)

- Legislative allocated funds

Source: MEDC

The difference between the E&I's annual budget (dark
green squares) and the total grant awarded (lightgreen
bars)is due to two reasons. First, grantallocation
amounts depicted in this chartinclude only the nine E&I
programs relevantto this study, and second, partof an
annual budgetin sometimesrolled over to following
years due to operational delays in processing grants.

In part due to declining budget from MSF’s
Appropriated Funds, Corporate and Permanent
funds have been used in recent years as
alternative funding sources to support the
Early-Stage Funding program. No other
program has received funding from Corporate
and Permanent funds.

2014 2015 2016

Total E&I budget received

- Permanent funds - Corporate funds

B E&rs annual budget from MSF appropriated funds




At an aggregate level, almost two thirds of E&I’s allocation has been used to |
fund 3 of its largest programs — MTRAC, Gateway and Early-Stage Funding

MSF’s E&l Funding Breakdown by Program, Total from 2013-2021

Business Accelerator Fund, $11M

Emerging Technologies Fund, $17M

Mentors T3N, 37M

SBIR/STTR Federal
Early-Stage Funding, $28M Gateway Program , $27M 5 MTRAC Hubs, $23M SBDC Tech Team, $12M Grant fraining , $3M | Fund, $2M

- University-Based Innovation - Federal Grants Early CompanyFormation Early-Stage Funding 103

Source: MEDC



However, allocation patterns show increased efforts toward |later-stage

programs, with the ESF program recently emerging as a clear focus

E&l Programmatic Allocation

In millions of US$

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0.0

Source: MEDC

2016

CGAR
(2016-21)

Early-Stage Funding +21%

/ Accelerator Fund

T3N

SBIR/STTR Grant Training

2019 2020

Proof of Concept

2021

+15%

-6%
-16%
-29%

Looking to accommodate a
perceived market need towards
later-stage support, the two
programs that have seen the
strongest growth in allocation across
the E&I portfolio were the Early-
Stage Funding Program and the
Business Accelerator Fund. In the
last three years, BAF and ESF
accounted for almost 40% of E&I’s
allocation

Important note: the recently-
launched SBBCI program — which is
outside of the puniew of this study —
is another recent example of the
increased focus in later-stage E&I.
The SBBCI program is expected to
award US$236 million to support
small business (1.8 times what the
nine E&I programs under evaluation
have awarded in the last nine years).
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https://www.michiganbusiness.org/press-releases/2022/08/michigan-receives-first-round-state-small-business-credit-initiative-funding-support-small-businesses-high-tech-startups-throughout-state/
https://www.michiganbusiness.org/press-releases/2022/08/michigan-receives-first-round-state-small-business-credit-initiative-funding-support-small-businesses-high-tech-startups-throughout-state/

Beyond dollar amounts, Gateway, Tech Team and the Business Accelerator
Fund have had the highest reach in terms of final beneficiaries

Beneficiaries (i.e., subgrantees) by Program (2018-2022)

Total program participants from 2018 to 2022

: : : . Early-Stage
University- Based Innovation Federal Grants Early Company Formation Fu);\ding
Programs from the early company
formation stage — Gateway, Tech Team,
As expected, university-based and BAF — are the largest source of
innovation programs have a pipeline for the E&I programs
more niche presence and representing 75%+ of total participants
represent less than 5% of :
Michigan’s E&l reach in terms of
final beneficiaries.
— I
PoC T3N MTRAC Grant Training ETF Gateway Tech Team BAF ESF Total
% Participation 2% 5% 1% 6% 4% 46% 18% 12% 6%
Cumulative! % 2% 7% 9% 15% 19% 64% 82% 94% 100%

Source: MEDC
Note: [1] Differences between % Participation and Cumulative % are due to rounding 105



Most of which are located in Washtenaw, Oakland and Wayne counties,
representing more than 50% of the E&I Program Participation in Ml

Beneficiaries’ (i.e., subgrantees) E&l Program Participation by County

Population by County Program Participation by County

In millions Total program participant from 2018 to 202212 # of partdipants
Clo-49
wayne [ 1 ¢ I o3 (25%) 4915

[ 154 - 456
Luce L\/\f"\ W 456 - 1525

2 cogpena | [ 1526 - 2034
e - e B

oakland [N . Oakland [N 1526 (19%)
Macomb [ o wayne [ s04  (10%) ‘
.y 2 A

kent [ o.ss ingham [ 638 (3%) Z’&/ ¥y v .

— el
Cheboygan Presque isie

{E:Y-:' ]
B o3 Kent [ 456 (s Lee.‘m/f e I
Houghton [l 313 @ foerae Kﬁbmm i
ottawa [Ji] o.30 9 (4%) o o !
. e "’edo" kssaukee 1091}/

Ann Arbor (located in Washtenaw £ Roscontron Ogemaw |

( | | Bdwn
Ingham [ o.28 Ottawa [Hll 305 (a%) County) has emerged as the Yl o o ose | L

rising tech hub in recent years, Oogana Mocostisaneta] M

2 4% b \ \Hn; lecosta isabeta

Kalamzoo [l 0.26 Kalamzoo [l 288 (4% hence largest beneficiary :

_ Macomb 283 (3%) participation in Washtenaw
Midiand [ 0.08 O County (#1 in program
Houghton |004 Midland I 154  (2%) parﬂup_ants), d_esplte Iower _
' population (#5 in population size)

Bemen ["Cass
/ 106

Source: MEDC

Population data: fromsenate.Michigan.gov as of 2021



Michigan’s E&I programmatic focus is greatly aligned with the innovation
efforts coming from the state’s universities and venture capital activity

Program Beneficiaries (i.e., subgrantees) by Industry

Total program beneficiaries from 2018 to 20221 #1 R&D industry at Michigan’s universities
- #1 R&D industry across Michigan’s corporation
Many of the recent VC investments into - #1 sector in Michigan VC investments
Michigan have been in software Life sciences is where most of Michigan’s
development, IT, Al, and other sub- university R&D efforts are concentrated
industries within the technology space (~60%) This suggests strong alignment with
MSF’s E&I programmatic focus which has life
sciences as its second largest industry in terms Approximately 75% of corporate R&D
35% of program beneficiaries. investments in Michigan goes to the automotive
industry while only 5% of MSF’s E&I program
26% [ beneficiaries come from the advanced automotive
19% industry. This aligns with MEDC/MSF’s overarching
objective of diversifying Michigan's economy.
6% 0 0
5% 5% 20 20
] ] N o

Technology Advanced Advanced Materials Alternative Energy Advanced Defense Technology
Manufacturing Automotive Agriculture
= yuoy Sl
— les i @ Q i i

These three industries represent almost 80% of all
beneficiaries from Michigan’s E&I programs, suggesting a
great alignment with the innovation focus/investment from

Michigan’s universities and venture capital funds
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Source: MEDC
Note: [1] Approximately 15% of beneficiaries had unidentified industries and, therefore, w ere excluded fromthis analysis



Finally, program participants report that accessing capital, changes to the

supply chain, and hiring top talent are the most worrying aspects of growth

Relative ranking of challenges faced by entrepreneurs

Answers from the open-ended feedback

Q: Rate the degree to which each of the following challenges currently impacts your
company's growth, 1 being little to no impact and 5 substantial impact

Decreased access to VC funding
Changes in the supply chain

Ability to identify new talent to hire
Changes in distribution / logistics

Time spent researching public resources
Time spent on policies and procedures
Inability to network with others in-person
Implementation of cost cutting measures
Ability to retain staff

Loss of major contracts/customers
Inability to participate in public events
Inability to hold in-person meetings

Staff morale

-0.8

Source: 2021 MEDC E&I Voice of the Customer Survey

Oct-22 mSep-21

-06 -04 -02 0 0.2 0.4 0.6 0.8

Q: What additional support services could the MEDC, or
Entrepreneurial service network provide to your business?

Availability of venture funding is limited and pales in
comparison to other parts of the world (Tel Aviv, Shenzhen,
etc. and NA (Silicon Valley, Boston, Toronto, etc.).

Better hand-holding when it comes to capital raising

I would like entrepreneurs to be able to access these
services and the funding available a lot easier

Talentis still hard to find. Ways to help companies find
remote talent and retain it would be great.

Help with hiring and retaining talent
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Proof of Concept Fund

Proof of
Concept

Overview Grant Disbursements

The University Early-Stage Proof of Concept Fund is designed to provide a
pipeline of de-risked technologies and fundable startup opportunities for further
advancement. Specifically, the program provides resources and services to
transition university projects from scientific / applied research into the commercial
market. The program provides matching funds for faculty with early-stage
technologies at Michigan universities to engage with their university’'s Technology 600
Transfer Office (TTO) and commercialization activities. Inventors, their

technologies, and TTOs all benefit through the achievement of critical early-stage

500
400 200 250
200 .
milestones such as proof-of-concept or market opportunity validation which can 0 -

lead to follow-on commercialization activities. 2013 2014 2015 2016 2017 2018 2019 2020 2021

Operations & Administration Reported Impact, from 2013-2021
~
)

1200
1000
800

1000

Thousands of USD

$3.9
MICHIGAN STATE
The MSU Innovation Center manages and administers the University Early-Stage $1.9
Proof of Concept Fund (also known as the ADVANCE Grant Program),
sponsored by the Michigan Economic Development Corporation (MEDC) on

behalf of all public universities throughout the State of Michigan.

Products Commercialized Jobs Created (in
(In No. of Products) No. of Jobs) 109

Award Amount Follow-on funding
(in US$M) (in US$M)



T3N

T3N

Overview Grant Disbursements

The Technology Transfer Talent Network (T3N) is a statewide university
network designed to support, through key talent programs, the commercialization
of university technologies through licenses and startups. The program operates
through university Tech Transfer Offices (TTOs) and provides critical expertise
from mentors inresidence and postdocs focused on the commercialization
strategies of university projects. Services include technology assessment fellows
(graduate student-level), business mentorship, IP commercialization,
implementation plan development, and roundtables to share strategies and best
practices. These connections can serve as important bridges to launch tech
based startups or license university inventions to established companies.

1500 1375

1200 1260 1975
1000
1000 250
500
500 III

2013 2014 2015 2016 2017 2018 2019 2020 2021

Reported Impact, from 20132021
VRO ©9

Launched in 2012, T3N is led by the University of Michigan; the network

includes seven universities with strong research-based technology

opportunities or clusters of talent. Each university collaborates with its

regional economic development organization to promote increased access to

mentors and partner businesses. The seven member universities are the

University of Michigan, Wayne State University, Michigan State University, $7.3
Michigan Technological University, Western Michigan University, Grand Valley

State University, and Oakland University.

Thousands of USD

o

$1,111

Products Commercialized Jobs Created (in
(In No. of Products) No. of Jobs) 110

Award Amount Follow-on funding
(in US$M) (in US$M)



MTRAC

MTRAC

Overview Grant Disbursements

The Michigan Translational Research and Commercialization (MTRAC)

Program, like T3N, was launched in 2012 to accelerate the transfer of new 6000 5448
technologies from Michigan’s institutions of higher learning into the commercial

\ 5000 4325
market by way of licenses or startups. 4000

In 2016, the program expanded as a statewide program to support translational
research throughout the state of Michigan. The expansion reinforces the
commitment to entrepreneurship, innovation and economic growth by providing a
pathway to accelerate the creation and transfer of new technologies into the
commercial market.

Thousands of USD

3026 3100 3180
3000 2535
2000 1000 500
1000
0 [] -

2013 2014 2015 2016 2017 2018 2019 2020 2021

Operations & Administration Reported Impact, from 2013-2021

MTRAC is comprised of five Innovation Hubs across the state. Each hub
specializes in key technology areas, supporting projects across institutions of
higher education, hospital systems, and nonprofit research centers.

ﬁ * Michigan State University - Agri Bio Innovation Hub

» University of Michigan - Life Sciences Innovation Hub

$407.6

» University of Michigan - Advanced Transportation Innovation Hub

» Michigan Technological - University Advanced Materials Innovation Hub $14.0 3

@ + Wayne State University - Advanced Computing Innovation Hub
Award Amount Follow-on funding Products Commercialized Jobs Created (in
(in US$M) (in US$M) (In No. of Products) No.of Jobs) 111




SBIR/STTR Grant Training

The Michigan SBIR/STTR Assistance Program provides group training and
one-on-one proposal development consulting to Michigan’'s technology-based
entrepreneurs and early-stage companies. The program’s goal is to increase
Michigan’s share of Small Business Innovative Research (SBIR) and Small
Business Technology Transfer (STTR) funding by enhancing the
competitiveness of SBIR/STTR proposals. Support covers applications to all 11
participating federal agencies including NIH, NSF, DoD and DoE and requires a
non-refundable participation fee of $500, which provides up to 15 hours of one-
on-one assistance, access to agency tools and templates as appropriate and a
reduced rate for on site training sessions for all individuals from an organization.

Overview

Grant Disbursements

1200
1000
800
600

440 480 500
400
200 I I I
0
2013 2014 2015 2016 2017 2018 2019 2020 2021
Reported Impact, from 2013-2021

& RSy $405 437

960 1000

Thousands of USD

Operations & Administration

BBCetc team members travel throughout Michigan to attend appropriate state

and local meetings to provide general information on the SBIR/STTR program

and technology commercialization. Through partner organizations such as the

Michigan Economic Development Corp., Michigan Small Business Development

Center and Michigan SmartZones™, training and consulting services are $4 0

delivered directly to entrepreneurs and technology companies. They also
collaborate with academic technology transfer administrators and other partners.

Products Commercialized
(In No. of Products)

Jobs Created (in
No.ofJobs) 112

Award Amount Follow-on funding
(in US$M) (in US$M)



Michigan Emerging Technology Fund

Emerging
Tech Fund

Overview Grant Disbursements

The Michigan Emerging Technologies Fund (ETF) is designed to expand
funding opportunities for Michigan technology-based companies in the federal
innovation research and development arena by providing match dollars to eligible
Small Business Innovation Research (SBIR) or Small Business Technology
Transfer (STTR) proposals. The funds are used for commercialization for the tech
sponsored under the SBIR/STTR. Eligible use of funds include purchase of
equipment, legal costs (intellectual property protection, employee agreements,
licensing agreements, etc.), sales and marketing costs (reasonable travel, trade
shows, advertising, market studies, etc.), business planning costs, human
resource development costs, and fundraising costs.

3000 2500

2500 2293 5047 2100 2150
2000 1750
1455
1500 1280 1155
1000
500
0

2013 2014 2015 2016 2017 2018 2019 2020 2021

Operations & Administration Reported Impact, from 2013-2021

Thousands of USD

603.0
Michigan
BDC
Sanie $332.2
The ETF is administered by the SBDC. Approved ETF applications receive a $15.0 - 33
letter of support to include with their SBIR/STTR proposal. —_— —

Products Commercialized
(In No. of Products)

Jobs Created (in
No.ofJobs) 113

Award Amount Follow-on funding
(in US$M) (in US$M)



Gateway

Michigan currently has 20 SmartZones located throughout the state, each with a
Gateway Representative. The SmartZones provide distinct geographical

QO 10000
locations where technology-based companies, entrepreneurs, and researchers g
can get support in close proximity to community assets that assistin their = 8000
endeavors. The SmartZones include technology business accelerators that “ 6000
provide various services including business development mentoring, feasibility S 4000
studies, business planning, entrepreneurial training, market analysis, technology 0
.. - =]
assessments, technology mining, and more. They also facilitate the o 2000
commercialization of technologies developed at state universities by partnering = 0

with Tech Transfer Offices.

The Gateway Representative program is funded by the Michigan Strategic Fund
(MSF) and is managed by the Michigan Economic Development Corporation
(MEDC) Entrepreneurship and Innovation division. The SmartZones are below:

1. Houghton/Hancock - SmartZone MTEC; 2. Marquette SmartZone - Innovate Marquette; 3. Sault Ste. Marie SmartZone
- Sault Ste. Marie EDC; 4. Muskegon SmartZone - Muskegon Innovation Hub; 5. Grand Rapids SmartZone - Spartan
Innovations / Start Garden ; 6. Holland SmartZone - Lakeshore Advantage; 7. Midland SmartZone - Midland Business
Alliance; 8. Mount Pleasant SmartZone - CMURC; 9. Port Huron SmartZone - St. Clair County EDA; 10. Lansing/East
Lansing SmartZone - Lansin nomic Ar rinership (LEAP); 11. Battle Creek SmartZone - Battle Creek Unlimited;
12. Kalamazoo SmartZone WMed Innovation Center; 13. AnnArbor/YpsiIanti SmartZone - Ann Arbor SPARK; 14.
Jackson SmartZone - Lean Rocket Lab; 15. Adrian/Tecumseh SmartZone - Lenaw ee Now ; 16. Rochester Hills
SmartZone - OU INC; 17. Sterling Heights SmartZone - Sterling Heights Velocity Center; 18. Troy SmartZone -
Automation Alley; 19. Southfield SmartZone - Centrepolis Accelerator; 20. Detroit SmartZone - Techtow n

Award Amount
(in US$M)

8042

4355

2250 2796 1400 2427 2351

1632 1731

2013 2014 2015 2016 2017 2018 2019 2020 2021

9,314

$2,897.9

sie N

Follow-on funding Products Commercialized
(in US$M) (In No. of Products)

Jobs Created (in
No.of Jobs) 114



http://www.mtecsz.com/
http://www.innovatemarquette.org/
http://www.saultedc.com/
http://www.gvsu.edu/mihub
http://www.msufoundation.org/venture-creation
http://www.msufoundation.org/venture-creation
http://www.startgarden.com/
http://www.lakeshoreadvantage.com/
http://www.mbami.org/
http://www.mbami.org/
http://www.cmurc.com/
http://www.startunderground.com/
http://www.purelansing.com/
http://www.bcunlimited.org/
http://www.med.wmich.edu/node/373
http://www.annarborusa.org/
http://www.leanrocketlab.org/
http://www.lenaweenow.org/
http://www.oakland.edu/ouinc
http://www.mivelocity.com/
http://www.automationalley.com/
http://www.centrepolisaccelerator.com/
http://www.techtowndetroit.org/

Tech Team

The Michigan Small Business Development Center (SBDC) enhances
Michigan’s economic well-being by providing free consulting, training and

)
research for new ventures, existing small businesses and advanced technology g 2288 2423
companies. It provides these services through its “Tech Team” of experienced = 1760 1840 1910
business consultants, who have years of first-hand experience launching and o 2000 1500 1720
growing high tech companies. Their background in tech sectors including life S 1500 1250
sciences, IT, advanced manufacturing, and mobility enables them to provide in § 1000 I
depth support that is essential to the inception and expansion of companies built o 500
on cutting-edge technologies. = 0

2013 2014 2015 2016 2017 2018 2019 2020 2021
@GRANDVALLEY Michigan 1,976
STATEUNIVERSITY ~ SBDC
$905.0

Headquartered at Grand Valley State University, representing a long-term 617
collaboration between the Small Business Administration and the State of $12.4 -
Michigan, the SBDC operates 11 regional offices and more than 20 satellite . -
offices.

Products Commercialized
(In No. of Products)

Jobs Created (in
No.of Jobs) 115

Award Amount Follow-on funding
(in US$M) (in US$M)



Business Accelerator Fund

The Business Accelerator Fund (BAF) leverages Michigan's statewide
SmartZone network to provide privately-held small businesses with technical

O 2500

assistance. A small business applies for assistance through one of Michigan's 20 g
SmartZone hubs (Accelerator) and funds are allocated to the Accelerator to then = 2000
provide services to the small business. Technical support to startups include legal » 1500

services, IP, regulatory consulting, tech consulting, engineering services, market c
. . ) c 1000

plan development/market research, financial management and modeling, product 4
testing and logo design. o 500
= 0

Michigan
SBDC

BAF is administered by the Small Business Development Center (SBDC).
Companies interested in participating are encouraged to contact the nearest
participating business accelerator.

Award Amount Follow-on funding
(in US$M) (in US$M)
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1733
1425 1430
1200
I I N I

2013 2014 2015 2016 2017 2018 2019 2020 2021

850.0
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s [N

Products Commercialized
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Jobs Created (in
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https://sbdcmichigan.org/business-accelerator-fund/
https://sbdcmichigan.org/business-accelerator-fund/

Early-Stage Funding Program

Overview

The Early-Stage Funding Programs provide early-stage, milestone driven funds
to new tech companies in Michigan. The funds are focused on providing initial
capital that will incentivize follow-on funding from other MSF funding programs or
angel and venture investors.

Operations & Administration

—
MICHIGAN RISE

INVEST DETROIT

The Pre-Seed Fund Ill is administered by the Michigan State University Research

Foundation through Michigan Rise, which is a fully-owned subsidiary of the
Foundation. Michigan Rise supports entrepreneurs and technology startups
across Michigan through capital support, coaching, assistance with grant funding
and more. The First Capital Fund is administered by Invest Detroit, which is a
nonprofit Community Development Financial Institution (CDFI) that puts
philanthropic dollars to work in support of Detroit's underserved populations.

Award Amount Follow-on funding Products Commercialized
(in US$M) (in US$M) (In No. of Products)

Early-Stage |
Funding
Grant Disbursements
8 10000 8958
D
< 8000 6500
g 6000
C
c 4000 3000 3000
g 2000 22 2000 1750 . .
(@)
g H B =

2013 2014 2015 2016 2017 2018 2019 2020 2021
Reported Impact, from 2013-2021

4,556

$47.5 97

Jobs Created (in
No. of Jobs) 117



Michigan’s Economic
Development
Incentive Evaluation

Appendix D: Economic Impact
Evaluation: Data, Methodology, and
Detailed Results

This deliverable was prepared by GuidehouseInc. for the sole use and benefit of, and pursuant to a client relationship exclusively with the Michigan Department of Technology, Management, and Budget ("Client"). The work presented in this deliverable represents Guidehouse’s
professional judgement based on the information available at the time this report was prepared. The informationin this deliverable may not be relied upon by anyone other than Client. Accordingly, Guidehouse disclaims any contractual or other responsibility to others based on
their access to or use of the deliverable.
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This analysis uses data from four sources, including MSF’s Legislative Report
and arecently conducted survey of program participants

(]

MSF’s Annual Legislative Report MEDC Subgrantee Database Subgrantee Survey Inputs from Partners

5 years of data analyzed

YEAR
/| YEAR
“ALYEAR

The Michigan Strategic Fund (MSF) is
required to submit an annual report to
the governor and the Michigan
Legislature summarizing activities and
program spending for the previous fiscal
year. It, along with Salesforce, contains
aggregated impact metrics for each
Michigan E&I program. Quick access
to all past reports can be found here.

8,000+ data points collected

The MEDC Subgrantee Database
contains disaggregated impact
metrics for each Michigan E&I
Program, detailed at the subgrantee
level (i.e., at the level of each
entrepreneur, researcher, or startup that
chooses to participate in the E&I
programs).

220+ survey responses

35+ individuals interviewed

The Subgrantee Survey was sent to all
current and recent subgrantees (i.e.,
participants) of one or more Michigan’s
E&I program. This survey supplements
the annual report and database,
asking questions directly of the
subgrantees, such as a 1-5 ranking of
how helpful each program was.

When the annual report and database
did not contain complete information for
evaluation, grantees (i.e., program
administrators and MEDC partners)
were asked for any data they
themselves collected for their program.
This includes internal tracking
documents and one-on-one interviews
with program leaders.
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https://www.michiganbusiness.org/reports-data/transparency/?pc=69&cc=86

These sources provide a robust picture of the program’s performance;

however, it is important to highlight data limitations for accurate interpretation

Key data limitations Necessary dataadjustments? Implications for interpretation

The included database contains data from varying
timeframes and may have different levels of
availability across programs and metrics. For
instance, while the job metrics cover approximately 5
years of data, the product metric has only been
collected for the past 2 years.

We performed separate model calculations for
different data timeframes and, when necessary,
reported "“insufficient data" for instances where the
dataset was inadequate or had an insufficient sample
to generate statistically significant results.

Impact calculations based on larger datasets resulted
in more precise estimates, while smaller datasets
(e.g., for product creation metrics) had higher margins
of error. As a result, impact estimates for indicators or
programs with smaller datasets should be interpreted
with caution.

Most of the collected data is self-reported, which
means that program participants provide their own
success metrics to the program administrators for the
relevant period. This method is prone to human error
and inconsistencies, as people may unintentionally
report inaccurate data.

Outliers, such as highly inconsistent job metrics, were
removed from the dataset if it could be verified
through desk research that the reported outlier was
due to human error. Additionally, to account for
margins of error and variability in the data, the results
have been presented as ranges.

E&I programs vary greatly in terms of their stage and
requirements for reporting impact data by participants,
with some mandating reporting and others not. As a
result, program administrators use multiple
methodologies to collect the data.

Data was used as reported by MEDC and grantees,
but results have been presented as ranges rather
than absolute numbers to account for margins of
error. In addition, disclaimers have been included for
cases where a methodology could impact the results.

Although we have confidence in the directionality of
the estimates and have thoroughly cleaned apparent
human errors and methodological inconsistencies, it
is important to note that there may still be less
apparent reporting errors that were not identified, as
well as possible double counting of the same metrics
by more than one program due to the varying
methodological approached. These factors may have
still influenced the outcomes. Therefore, when
interpreting the results, readers should consider both
the margins of error and the ranges to ensure
accurate interpretation.

Appendix E, provides an overview of the data collection process utilized by Michigan's E&I programs and highlights the key pain points associated with it. In
g elerdezlainpeli=is Appendix A, these pain points were transformed into a set of recommendations that aim to mitigate the data limitations observed in this analysis, create
consistency in future data collection efforts, and ultimately, improve the accuracy of future impact analyses.

Notes: [1] Data-cleaning adjustments were made while working with the database to correct for limitations; a complete listofthese adjustments can be found in the additional information section ofthis Appendix
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To account for the unique characteristics of the startup ecosystem and

- evaluate programs fairly, this analysis looks at a broad range of indicators

Earlier-stage Entrepreneurial Journey Later-stage Other indicators

: . Program Scoring Program specific
Follow-on Patents and Products in Commercialized Jobs created Jobs retained s
Funding Licenses Pipeline Products (from survey)

Tech Team

MTRAC v Acceptance
Rate
ate
Rate

ETF

BAF

NN N X N X X X
NN S N 8 X X X
NN N N N X X X

N N N NN
SN N N X
N N N NN
AR N NN

ESF
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Notes:“N/A” above indicates thatthe metric was not applicable to the program in question,and “INSD” indicates thatthe data was insufficientor unavailable



L

Earlier-stage

Follow-on
Funding

T3N

MTRAC

Grant Train.

Notes: [1] illustrative chart. The developmentofa hew companymay vary significantlydepending on the sector and circumstan ces

Patents and
Licenses

Entrepreneurial Journey

Commercialized
Products

Products in
Pipeline

N/A N/A
N/A N/A
INSD INSD
N/A N/A

Jobs created

N/A

N/A

N/A

N/A

While some indicators are applied universally across all nine programs,
jothers were deemed not applicable depending on the design of the program

Later-stage

Jobs retaine(

N/A

N/A

N/A

N/A

Other indicators

As entrepreneurs in their early stages of development
are constantly ewolving, earlier stage E&I programs —
notably PoC, T3N, MTRAC, and Grant Training — are
not designed to create jobs or products. Although such
outcomes may arise eventually, these programs are
designed to provide other foundational support to these
enterprises, such as raising capital and issues new
patents. Therefore, in our analysis, we have excluded
the evaluation of jobs and, in some cases, products in
earlier-stage E&I programs as our database cowers a
maximum of 4.5 years. In summary, given the long-
term impact nature of E&I, the impact of some metrics
would not be properly captured within this timeframe
and therefore, have been excluded from the evaluation.

The typical progression of E&I Impact?

[

Y
Early-stages
(1-3 years)

Mid-stages
(3-10 years)

Late-stages
(10+ years)

GDP growth
Later funding
Job creation
Products
Early funding
Licenses
Patents

Economic Impact

ideas

v

Timeline
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An additional performance indicator, which directly measures participants’

- experiences on a scale of 1-5 for each program, was collected via a survey

Earlier-stage Entrepreneurial Journey Later-stage Other indicators

Program Scoring
(from survey)

The Program Scoring indicator ‘/

-
@]

0]

Our program scoring indicator is a direct ranking of
the E&I programs, as rated by their beneficiaries
through our Subgrantee survey. Respondents were
asked to rate the impact of the program on a scale of
MTRAC 1 to 5, with 1 indicating "not impactful* and 5
indicating "extremely impactful." The survey

. evaluated the program's impact in five categories,
Grant Train. which included follow-on funding, patents and
licenses, product creation, job creation, and job
retention

—
Z

3

Gateway

Tech Team

m
T

T

9]

A

TI
NN N S N X X X

ESF
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Notes:“N/A” above indicates eitherthat the metricwas notapplicable to the program in question, orthat the data was insufficientor unavailable.



Finally, to tell a complete story and capture unique program goals, three

. program-specific metrics were developed to round out the indicators

Earlier-stage Entrepreneurial Journey Later-stage Other indicators

Program specific
metrics

Acceptance Rate | Applied only to MTRAC
MTRAC's acceptance rate measures the percentage of applicants who were
accepted into the program. This metric is used as a proxy to gauge the
competitiveness and selectiveness of the program, and by extension, the quality of
the participant pool. However, it's important to note that sudden spikes in MTRAC's
acceptance rate may not necessarily reflect an increase in the program's
selectiveness. Instead, it could also be a reflection of an increase in the program's

MTRAC funding, Which allows it to serve more projects and a_ccept more p_art?cipant_s. ‘/ Acceptance
Therefore, while MTRAC's acceptance rate can provide valuable insights, it should Rate
be interpreted in the context of other factors, such as funding and program capacity. f

Grant Train. Success Rate | Applied only to Grant Training v SL;QC;;SS

Grant Training's success rate is a metric that measures the percentage of individuals
Gateway who received STTR/SBIR federal grants after being supported by the program. This v Referral
metric is an indicator of the strength of both the funding applications and the Rale

program's support over the past few years.

Referral Rate | Applied only to Gateway

Gateway senes as the primary entry point for non-university entrepreneurs and
innovators in the state, and it also provides access to other critical E&I programs
such as BAF and ESF. The referral rate measures the percentage of participants who
successfully transition from Gateway to other programs. This metric provides insights
into the effectiveness of Gateway as a pathway to other programs and the lewvel of
interest and engagement among participants. A high referral rate indicates that
Gateway is successfully connecting participants to other valuable resources and
programs within the E&I ecosystem.

125

Notes:“N/A” above indicates eitherthat the metricwas notapplicable to the program in question, orthat the data was insufficientor unavailable.



" Where possible, indicators were developed using a counterfactual
g attribution methodology to carve out a program’s individual impact
Earlier-stage Entrepreneurial Journey Later-stage Other indicators

Program Scoring Program specific

Follow-on Patents and Products in Commercialized e

Jobs created Jobs retained

Funding Licenses Pipeline Products (from surwey)

| |
PoC ‘/ ‘/ The counterfactual attribution methodology
Considering the interconnected nature of these
T3N v v nine programs, we have adopted a methodology
that can effectively isolate the impact of each
MTRAC \/ v program, avoiding any double counting and also
taking into account the add-on effects of earlier
. programs. We call this methodology the
GrantTrain. v v counterfactual attribution methodology.
The following eight slides provide detailed
Gateway v v v v v v information on the logic and mechanics involved
in developing this approach.
Tech Team v v v v v v - -
ETF v v v v v v v
BAF v v v v v v v
ESF v v v v v v v
v Indicators that used the counterfactual attribution methodology 126

Notes:“N/A” above indicates eitherthat the metricwas notapplicable to the program in question, orthat the data was insufficientor unavailable.



1 The counterfactual calculation isolates the program’s Add-on Impact, while a =
g separate calculation finds its Standalone Impact, both visualized below (1/3)

Estimated Add-on and Standalonelmpacts of Program A (using datafrom Programs A, B, and C)

[ ILLUSTRATIVE |

Average number of jobs created by companies
that participated in programs A, B,and C

o
Q ~—~~
® T
o9
E¢ +2
o) o
o3
1=k
o T
s C 3
x >
o
«
(O
o
. +1
Time Year of
evaluation
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Notes: See Additional Information section for detailed breakdown ofthe counterfactual attribution methodology



1 The counterfactual calculation isolates the program’s Add-on Impact, while a
g separate calculation finds its Standalone Impact, both visualized below (2/3)

Estimated Add-on and Standalonelmpacts of Program A (using datafrom Programs A, B, and C)

o
Q ~—~~
® T
o9
E¢ +2
o) o
o3
1=k
o T
s C 3
x >
o
«
(O
o
. +1
Time Year of
evaluation

Notes: See Additional Information section for detailed breakdown ofthe counterfactual attribution methodology

[ ILLUSTRATIVE |

Add-on Impact

Add-on Impact uses the counterfactual attribution
methodology to isolate the impact of one specific
program in scenarios where a participant uses a
combination of more than just that one program.

The basis of this calculation is a comparison
between the average results of a unique
combination of programs with and without the
program in question. By subtracting the average
results of the latter from the former, we getthe
add-on effect of just the program in question.
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1 The counterfactual calculation isolates the program’s Add-on Impact, while a
g separate calculation finds its Standalone Impact, both visualized below (3/3)

Estimated Add-on and Standalonelmpacts of Program A (using datafrom Programs A, B, and C)

[ ILLUSTRATIVE |

46 ~—~~
© T
o9
EJ +2
o o
% é Standalone Impact
S = Standalone Impact is calculated by isolating
3 z G 3 those participants that parf[icipated only in one
g P*«%‘ program, and then averaging out their results.

(b‘(\% This serves as a sort of baseline for the

?‘og program’s impact.
— +1
Time Year of
evaluation
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Notes: See Additional Information section for detailed breakdown ofthe counterfactual attribution methodology



Finally, using the IMPLAN platform, we can extrapolate the results from our
i indicators to estimate the total economic impact of MI’'s E&l programs

Application of IMPLAN to MI’s E&l Programs

Comments

Jobs created

DIRECT
EFFECTS

Labor income
e.g., income from direct
& indirect job creation

oL

Household spending

Purchase of goods &

e.g., business support
services, office space

|_
o
29
DLL
Z

Calculations

Purchase of goods &

INDUCED
EFFECTS

e.g., intermediate and
transportation, clothing

ECONOMIC
IMPACT
MEASURES

Supply chain effects

e.g., intermediate and
raw materials

prmi— |
e

Labor Income

e.g., income from
additional jobs created

Business Sales
Creation

Business tax impacts

e.g., sales taxes and
corporate taxes

Household tax impacts

e.g., FICA taxes,

For the IMPLAN model, inputs are
money changing hands. In the case
of MI's E&I programs this includes
the upsurge of follow-on funding and
the creation of jobs...

...after the direct impact of MI's E&l
programs flows into the state’s
economy, the IMPLAN model
assumes that a series of additional
indirect effects follow, for example
the purchase software licenses, and
rental of office & industrial spaces...

... moreover, the IMPLAN model
assumes that the creation of jobs
leadsto anincrease in labor
income, which triggers a chain of
induced effects, starting with an
upsurge in household spending...

... finally, the model presents the
total economic impact, including
direct, indirect, and induced
effects, for four economic metrics:
job creation, labor income, GSP, and
business sales
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il The following pages provide a summary of the impact analysis results for
each of the nine programs under evaluation

1 University Early-Stage Proof of Concept Fund (“Proof of Concept”) Qﬁcfggsige

University- Here

based 2 Tech Transfer Network (“T3N”) Page 20

Innovation Quick Access Here

3 Michigan Translational Research and Commercialization Program (“MTRAC”) Qﬁcfggss%'}re

el 4  SBIR/STTR Grant Training Services (“Grant Training”) Qljc?gceess%i
Grant

bl 5 Federal Grant Match or Early Technology Fund (“ETF”) QEi)c?Ag(:(isszH?re

© SmartZones Business Incubators and Accelerators (“Gateway”) in)c?Agc(SsszHﬁe

Early Here

Company 7 SBDC Consulting and Business Counseling (“Tech Team”) Page 25

Formation Quick Access Here

8 Business Accelerator Services Fund (“BAF”) in)c?Agc e 20

9 Early-Stage Funding Program (“ESF”) Page 27

Quick Access Here
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How to read the scorecard

To ensure consistency in this analysis, we have
Pr O ram Nam e standardized the names of programs by using
g the short version presented in quotation marks
on the previous page, even though these
programs may be referred to by various names.

Overview
Brief Description To provide context to the reader, the program
Program Type and support type sections utilize an "X' mark
X . . di . | f . to easily indicate the most fundamental
University-based innovation Early-company formation characteristics of the program
Federal Grants Early Funding
Support Type
X | Capital Support Service Support

[Brief Description]

Program Scale

Total MSF Investment Total Beneficiaries This section provides readers with a

From 2018 to 2021, in USD m From 2018 to 2021 snapshot of the program’s relative scale, in
’ terms of both funding and participants. |

The pie chart represents the total investment
by MSF and the number of program
participants over the last nine years. The
highlighted section of the pie chart (dark
green) shows the representation of the
program in question within that total. L
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e How to read the scorecard

Program Name

This section of the scorecard provides a breakdown Summ ary Of Im pact An alysis
of the impact for each indicator, differentiating
between the program's standalone attribution (in Economic Impact

cases where a participants only enrolled in that specific

program) and its add-on attribution (in cases where For the average participant, joining [program name] has led to...
the participant enrolled in two or more programs,

including the one being evaluated). |

Follow-on Funding Patents and licenses Products in Pipeline
In this example, the average participant joining only this \ Standalone This indicates that the data
program should expect to raise $0.8 million to $1 million, N RO analyzed did not reveal any

while the average participant that joined two or more
programs, should expect to raise $3 to 4 million more as

a result of joining the program under evaluation. Commercialized Products Jobs Created | Jobs Retained

This denotes that the indicator
was not calculated for this

Add-on $3M-$4M

impact on this specific metric No impactdetected
within the timeframe considered

This denotes that the indicator was not Data unavailable orinsufficient specific program as it did not fit Not applicable
calculated for this specific program the program’s core objectives P
because the data was not available or - -
R | Other Performance Indicators
Other Performance indicator Program Scoring by Participants
] Funding | e
In some cases, the scorecard will — I i

!nclgde other performance Licenses Program scores on a scale
indicators such as the acceptance f Rl —s
rate used in the case of MTRAC, Products rhom 0>as e_pohe y
or the success rate used for the the participants in the
Grant training program, Jobs i subgrantee survey
No Meaningful Sole reason for
‘ contribution contribution performance
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Overview

Brief Description

Proof of Concept

Program Type

X

University-based innovation

Early-company formation

Federal Grants

Early Funding

Suppo

rt Type

X

Capital Support

Service Support

The PoC program provides matching funds for faculty with early-stage
technologies at Michigan’s universities to engage with their university’s
Technology Transfer Office. The program aims to support early-stage milestones
such as market opportunity validation and helps transition university projects from
scientific/applied research into the commercial market.

Program Scale

Total MSF Investment

Total Participants

From 2018 to 2021, in USD

$1.0 million
(2% of total)

From 2018 to 2022

79
(2% of total)

Notes:[1] Patent and license data unavailable to differentiate between standalone and add-on effect

Summary of Impact Analysis

Economic Impact

For the average participant, joining PoC has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

Standalone | Data unavailable

Add-on | No impactdetected

... 0.1 patents,
copyrights, and
trademarks

...0.2 licenses

Not applicable

Commercialized Products

Jobs Created

Jobs Retained

Not applicable

Not applicable

Not applicable

Program Scoring by Participants

Funding _
Patents 1l
Licenses
Products
Jobs

No

contribution

2.7
Not applicable

Not applicable

Meaningful
contribution

Sole reason for
performance
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Overview

Brief Description

Program Type

X University-based innovation Early-company formation

Federal Grants Early Funding

Support Type
Capital Support X

Service Support

The T3N program connects entrepreneurs who are developing high-tech
projects within Michigan’s universities with experienced industry professionals
who can serve as mentors and offer guidance. The primary objective of the
program is to create effective commercialization strategies for university projects
helping innovators kickstart new business, raise funds, or issue licenses and patents.

Program Scale

Total MSF Investment
From 2018 to 2021, in USD

Total Participants
From 2018 to 2022

175

$3.7 million (5% of total)

(6% of total)

Summary of Impact Analysis

Economic Impact

For the average participant, joining T3N has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

Standalone - $0.8M-$1.2M

Add-on $0.3M-$0.5M

... 0.7 patents,
copyrights, and
trademarks

...0.6 licenses

Not applicable

Commercialized Products

Jobs Created

Jobs Retained

Not applicable

Not applicable

Not applicable

Program Scoring by Participants

Notes:[1] Patent and license data unavailable to differentiate between standalone and add-on effect

Fundin -
e 22
v
Patents 10 -
; v
Licenses -
1.0
Products Not applicable
Jobs Not applicable
No Meaningful Sole reason for
contribution contribution performance
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MTRAC

Overview

Brief Description

Program Type

X University-based innovation Early-company formation

Federal Grants Early Funding

Support Type
Capital Support X

Service Support

The MTRAC program offers support aimed at accelerating the transfer of new
technologies from Michigan universities into the commercial market, via
licenses or the creation of startups. The program supports five (5) Innovation Hubs
in key technology areas of - Advanced Computing, Advanced Transportation,
Advanced Materials, Agriculture-Biology and Life Sciences.

Program Scale

Total MSF Investment
From 2018 to 2021, in USD

$9.4 million
(17% of total)

Total Participants
From 2018 to 2022

53

/ (1% of total)

Summary of Impact Analysis

For the average participant, joining MTRAC has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

$5.1M-

$5.1M-

Add-on $8.3M

... 2.0 patents,
copyrights, and
trademarks

...1.3 licenses

Data insufficient

Commercialized Products

Jobs Created

Jobs Retained

Data insufficient

Not applicable

Not applicable

Acceptance Rate

... 56% of applicants were

accepted and supported by
the MTRAC program

Program Scoring by Participants

Funding
Patents 1
Licenses
Products I

Jobs
No

o -
v
23 -
v
3.1
v
M

Not applicable

Notes:[1] Patent and license data unavailable to differentiate between standalone and add-on effect

Meani

contribution

contribution

performance
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Grant Training

Overview
Brief Description

Program Type
University-based innovation Early-company formation
X Federal Grants Early Funding
Support Type
Capital Support X | Service Support

The Grant Training program provides SBIR/STTR grant training and one-on-one
proposal development consulting services to Michigan’s technology-based
entrepreneurs. The program’s goal is to increase Michigan’s share of SBIR and
STTR funding by enhancing the competitiveness of proposals.

Program Scale

Total MSF Investment Total Participants
From 2018 to 2021, in USD From 2018 to 2022

—_— —

$1.4 million 228
(2% of total) (6% of total)

Summary of Impact Analysis

Economic Impact

For the average participant, joining Grant Training has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

Standalone | - ¢0 07M-$0.12M

Add-on | No impact detected

No impactdetected

Not applicable

Commercialized Products

Jobs Created

Jobs Retained

Not applicable

Not applicable

Not applicable

Success Rate

... 20% of participants were
awarded federal SBIR/STTR
funding awards

Program Scoring by Participants

Funding

" 4
Patents 1 15

Licenses I Y
15

Products

Jobs

No

Notes:[1] Patent and license data unavailable to differentiate between standalone and add-on effect

contribution

v |
21
Not applicable
Not applicable
Meani
contribution performance
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Overview
Brief Description

Program Type

University-based innovation Early-company formation

X | Federal Grants
Support Type
X | Capital Support

Early Funding

Service Support

The ETF program provides matching fund to awardees of the SBIRand STTR
Federal grant. This program was designed to expand funding opportunities for
Michigan technology-based companies in the federal innovation research and
development arena.

Program Scale

Total MSF Investment
From 2018 to 2021, in USD

Total Participants
From 2018 to 2022

131
(4% of total)

a~

$6.0 million
(11% of total)

Notes:[1] Patent and license data unavailable to differentiate between standalone and add -on effect

Summary of Impact Analysis

Economic Impact

For the average participant, joining ETF has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

$0.9M-

Standalone I $1.3M

$7.1M-

Add-on $10.4M

... 0.4 patents,

copyrights, and
trademarks
No license metrics available

Add-on

Commercialized Products

Jobs Created

Jobs Retained

Standalone - 1.6-2.4
e ¥

Standalone . 8-12

Add-on 49-72

Program Scoring by Participants

Funding _
Patents
Licenses _
Products _
Jobs L 8
No
contribution

v
2.2
v
1.9
v
Meaningful S

contribution

h( - .
3.1
M
34
Sole reason for
performance
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Gateway

Overview
Brief Description

Program Type

University-based innovation X Early-company formation
Federal Grants Early Funding

Support Type
Capital Support X | Service Support

Michigan currently has 20 accelerators called SmartZones throughout the state,
each with a Gateway Representative who helps coordinate and act as a link to
the rest of the MI’'s E&l ecosystem. The SmartZones provide distinct locations
where technology-based companies, entrepreneurs, and researchers can get support
including business development mentoring, feasibility studies, and tech assessments.

Program Scale

Total MSF Investment

Total Participants

From 2018 to 2021, in USD

$8.1 million
(14% of total)

From 2018 to 2022

1622
(46% of total)

Summary of Impact Analysis

Economic Impact

For the average participant, joining Gateway has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

Standalone _ $1.3M-
$1.5M
$0.09M-

Add-on $0.1M

... 0.9 patents,
copyrights, and
trademarks

...0.6 licenses

Standalone - 1.1-1.3

Add-on 3-4

Commercialized Products

Jobs Created

Jobs Retained

Standalone - 0.6-0.7

Add-on 1.5-1.9

Standalone _1.6- 17

Add-on 1.4-1.5

Standalone _ 11-12

Add-on 4-5

Referral Rate

... 36% of participants that
entered the E&I program
ecosystem at Gateway also
went on to participate in
another E&I program

Program Scoring by Participants

Funding
Patents 1
Licenses
Products I

Jobs I

No

Notes:[1] Patent and license data unavailable to differentiate between standalone and add-on effect

contribution

v
A .
v
1.9 .
v |
2.2
v
N, i
v
i
h@aningiuhelereaseﬁer—
contribution performance
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Overview
Brief Description

Tech Team

Program Type

Summary of Impact Analysis

Economic Impact

For the average participant, joining Tech Team has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

University-based innovation X  Early-company formation
Federal Grants Early Funding

Support Type
Capital Support X | Service Support

The Tech Teamprogram provides free or low-cost consulting, training and
research services for new technology-related ventures and small businesses.

Headquartered at Grand Valley State University, representing a long-term

collaboration between the Small Business Administration and the State of Michigan,

the SBDC operates 11 regional offices and more than 20 satellite offices.

Program Scale

$0.5M-

Standalone $0.7M

. $1.4M
racon [ S50

... 0.4 patents,

copyrights, and
trademarks
No license metrics available

Add-on 1.0-1.3

Commercialized Products

Jobs Created

Jobs Retained

Total MSF Investment

Total Participants

From 2018 to 2021, in USD

$7.2 million

(13% of total)

From 2018 to 2022

636
(18% of total)

Add-on | No impactdetected

Standalone - 1-2
pacon [ 22

Standalone - 8-12

Add-on 26-42

Notes:[1] Patent and license data unavailable to differentiate between standalone and add -on effect

Program Scoring by Participants
Funding _

Patents

Licenses _

Products _
Jobs w
No
contribution

v
2.6
v
18
v
14
v
2.7
v
o Meaningful

contribution

Sole reason for
performance
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Overview
Brief Description

Program Type

University-based innovation X  Early-company formation

Federal Grants Early Funding

Support Type

Capital Support X | Service Support

Administered by the Michigan SBDC, the BAF program offers funds to other business
accelerators in Michigan's SmartZone network. These funds support the provision of
unique senices to clients in order to accelerate their path to commercialization, company
success, and economic impact for the state of Michigan. Senices provided by business
accelerators include office space, networking opportunities, business education and training,
and access to funding, and mentorship and coaching.

Program Scale

Total MSF Investment Total Participants

From 2018 to 2021, in USD From 2018 to 2022

$5.7 million
(10% of total) 418

' (12% of total)

Notes:[1] Patent and license data unavailable to differentiate between standalone and add -on effect

Summary of Impact Analysis

Economic Impact

For the average participant, joining BAF has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

$0.3M-
$0.5M

$0.9M-

Standalone

... 0.5 patents,

copyrights, and
trademarks
No license metrics available

Standalone .
1-2
Add-on _ 4-6

Commercialized Products

Jobs Created

Jobs Retained

Standalone |0.09-0.12

aagon [T 23

Standalone . 0.5-0.6

aadon [ 1623

Add-on

Program Scoring by Participants

Funding _

Patents

Licenses _

Products _
Jobs w
No
contribution

v
2.8
v
2.2
v
1.6
v
2'1Meaningful

contribution

Sole reason for
performance
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Overview
Brief Description

Program Type

University-based innovation Early-company formation

Federal Grants X
Support Type
X | Capital Support

Early Funding

Service Support

The ESF program provides seed capital to Michigan-based startups that are
developing cutting-edge technologies. The primary focus of these funds is to
bridge the capital gap and provide the much-needed initial capital that can then
encourage follow-on funding from early-stage investors, most notably angel investors
and venture capital funds.

Program Scale

Total MSF Investment
From 2018 to 2021, in USD

Total Participants
From 2018 to 2022

222
(6% of total)

$14.3 million
(25% of total)

Notes:[1] Patent and license data unavailable to differentiate between standalone and add -on effect

Summary of Impact Analysis

Economic Impact

For the average participant, joining ESF has led to...

Follow-on Funding

Patents and Licenses!

Products in Pipeline

$1.0M
$1.4M

$4.1M-

Standalone

... 0.2 patents,
copyrights, and
trademarks

...1.0 licenses

No impactdetected

Commercialized Products

Jobs Created

Jobs Retained

Standalone -
0.3-0.4
agson [ 1014

Standalone l 1-2

Standalone - 5.7

Add-on 21-30

Program Scoring by Participants

Funding _
Patents
Licenses _
Products _
Jobs w
No
contribution

v
2.4
v
2.5
v
2.5
v
Meaningful =

contribution

|

Sole reason for
performance
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e How to read the bubble charts

In the following pages, a series of bubble charts compare the nine E&l
programs against each other

(1) — The X-axis

In this analysis, we refer to the sole impact
of a program as its "standalone" impact. The igher combined impact
x-axis, which is also known as the horizontal igher

A

axis, represents the average standalone 5 =
impact that a participant should expect when ®©
participating in the program in question o g'
(2] T The Y-axis -
o
In this study, the y-axis, also known as the 7 -
vertical axis, represents the "add-on" impact '%
of a given program, which is the impact 6 .
attributed to the program when a participant _“C’
joins two or more programs. The add-on 5

impact was estimated using the
counterfactual methodology.

'6 Program Size

The size of each bubble corresponds to the
amount of funds invested by MSF ower the
past five years, with the bubbles being
proportionally scaled to reflect the
magnitude of the investment.

with other Programs (Unit)

e % Margin of Error & Uncertainty

Dashed circles represent estimates that are
more uncertain, typically due to smaller

Average Add-on Impact when Combined

¢ ®©  Program Type - o 20 sample sizes or other data issues that result
The colors represent the four main types of -1 Gr_ant in higher margins of error. In contrast,
programs under analysis Training opaque circles indicate estimates with a
Lower higher level of certainty.

Lower Higher

-2
Average Standalone Program Impact (Unit)

Program size by total MSF investment Program type Margin of Error of Estimates
University-based Early Company . gz Higher Margin of Error Low er Margin of Error (Higher 143
Innovation ‘ Federal Grants Formation Early Funding % (Low er certainty) Certainty)



Follow-on funding data indicates that a few programs tend to excel on their
own, while others achieve optimal results in conjunction with other programs

Follow-on funding

11.00
Higher In standalone impact (i.e., the impact a
- program has on a participant who uses only that
@ one program), MTRAC’s metrics far exceed
g 9.00 the those of the other programs, which all fall
c ~ under the $2M mark. Howewer, it's important to
o e% keep in mind that MTRAC's estimates are based
Lc) - on a smaller sample size, which results in a
TR—s 7.00 higher margin of error.
T n
= E
5 T
c O For follow-on funding, the programs tend to
g— o 20y ESF i have more variation when it comes to add-
- % on impact than standalone impact. In other
g _CICJ words, the synergy of combining multiple
5 = programs in the ecosystem seems to
T S Tech have an amplified effectin the impact of
<= e some programs such as ESF and ETF.
L = Team
o
©
0 1.00 BAF
< 2 Gateway .
-0.50 050 | 1.50 2.50 3.50 4.50 5.50 6.50 7.50 8.50
Lower 100 GrantTraining
Lower Average Standalone Program Impact (in $M) Higher
T
University-based ) Early Company . %, Higher Margin of Error Low er Margin of Error (Higher 144
Innovation . Federal Grants Formation Early Funding % (Low er certainty) Certainty)



Commercialized Products

A
3

Higher

= N N w

(# of Products)

Average Add-on Impact when

Combined with other Programs

Higher

Lower

Lower

- wn
o E
BAF c G
Gateway = >
Sa
O o
g2
S o
ESF 5=
T =
<55
Lo
o C
s £
>
Tech @ <8
Team
0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8

Lower
Average Standalone Program Impact
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When it comes to product creation, all programs demonstrate positive
Impacts, but Gateway & BAF stand out as the most impactful in this area (1/3)
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Average Add-on Impact when
Combined with other Programs

Lower

When it comes to product creation, all programs demonstrate positive
Impacts, but Gateway & BAF stand out as the most impactful in this area (2/3)

Commercialized Products

A
3 The top two programs in add-on
impact for commercialized products
exemplify how programs can differ
3 from each other. Gateway excels as
the leader in standalone impact, while
; BAF operates best in conjunction with
BAF other programs
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6

(# of Products)

ESF's lower scores on
products in the
commercialization pipeline are
likely due to the fact that this
program is geared towards
later-stage companies, which
may have already progressed
beyond the pipeline stage

Average Add-on Impact when
Combined with other Programs

Program size by total MSF investment Program type
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When it comes to product creation, all programs demonstrate positive
Impacts, but Gateway & BAF stand out as the most impactful in this area (3/3)
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BAF

Gateway

£

Tech
Team

v

Average Standalone Program Impact _
(# of Products) Higher

Early Company Early Funding % Higher Margin of Error Low er Margin of Error (Higher

Margin of Error of Estimates

(Low er certainty) Certainty)

147



Higher

Average Add-on Impact when
Combined with other Programs

Lower

Jobs Created

When it comes to job creation and retention, all programs show a positive
iImpact, with ESF & ETF having the most significant impact in creating jobs (1/2)
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When it comes to job creation and retention, all programs show a positive

iImpact, with ESF & ETF having the most significant impact in creating jobs (2/2)

Jobs Retained
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g 70 have low add-on impact in jobs
& retained, all of them show strong
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e How to read the performance matrix

On the following page, we will analyze the overall performance of the E&l
program through an aggregated performance matrix

Earlier-stage Entrepreneurial Journey Later-stage Other indicators

Follow-on Patents?! and Commercialized Products in Jobs created Jobs retained Program Score Program _specific
Funding Licenses Products Pipeline (from survey) metrics

INSD and N/A cells
o sasro Wil el "N/A" signifies that the metric was
o EREN SA $0.8M-$1.2M Each cell shows the bregk_dovxn by not relevant to the program in
AO: $0.3M-$0.5M g?g’;(:n:ygso"iczzsexitﬁ] g}; € question, while "INSD" indicates
S P insufficient or unavailable data
. MTRAC indicating standalone impact and NA NA
"AQO" representing add-in impact.
S Grant Train.
F |
SA:1.6-2.4 SA:8-12
SA:1.6-1.7 SA:11-12
Gateway AO:1.4-15 AQ: 4-5
Program Size ‘\\
Tech Team | The size of each bubble (4 Program Performance
corresponds to the amount of funds Th lor le ran from red to dark areen t
invested by MSF over the past five e.. Program Type € color scale ranges from red fo dark green 1o
BAF : 3 . represent the scale of impact detected by the program,
years, with the bubbles being The colors represent the four main by indicator. Red cells mean no impact, while orange
proportionally scaled to reflect the types of programs under ana|ysis ) . '
magnitude of the investment : and yellow show small impact, and green and dark green
ESF ’ indicate large and most impactful programs, respectively.
University-based Early Company . Low est Highest SA: Standalone impact
. Innovation . Federal Grants Formation Early Funding performer performer AO: Add-on impact 150

Notes: [1] “Patents” includes patents, copyrights, and trademarks, [2] Colors were assigned by a combination of factors including standalone and add-on impacts and participant numbers and distribution



Overall, this study found that most programs in MI's E&I portfolio, including
Its largest investments, have a clear positive economic impact in the state

Earlier-stage Entrepreneurial Journey Later-stage Other indicators
Follow-on Patents? and Commercialized Products in Jobs created Jobs retained Program Score Program 'specific
Funding Licenses Products Pipeline (from sunwey) metrics
0.2 licenses ' '
SA $0.8M-$1.2M 0.7 patents
® T3N AO: $0.3M-$0.5M 0.6 licenses A A A A e A
56%

. SA: $0.07M-$0.12M 20%
© Grant Tral n. AO: No impact _ A e M e LI Funding success
0.4 patents SA:0-1 SA:1-2 SA:1.6-2.4

SA:$0.5M-$0.7M 0.4 patents SA:0.3-0.4 SA:1.0-1.3 SA:1-2 SA:8-12 14-27 NA
‘J AO: $1.4M-$2.2M 0 licenses AO: No impact AO:1.0-1.3 AO:2-3 AO: 26-42 ' :

SA: $1.3M-$1.5M 0.9 patents SA:0.6-0.7 SA:1.1-1.3 SA:1.6-1.7 SA:11-12 19-28 36%
J AO: $0.09M-$0.1M 0.6 licenses AO:1.5-1.9 AQO: 3-4 AO:1.4-1.5 AQO: 4-5 ' ' Referralrate
. SA: $0.3M-$0.5M 0.5 patents SA:0.5-0.6 SA:10-13 16-30 NA
= AO: $0.9M-$1.2M 0 licenses AO:1.6-2.3 AO:8-11 R

ES F SA: $1.0M-$1.4M 0.2 patents SA:5-7 NA
J AO: $4.1M-$5.7M 1.0 licenses AO: 21-30

Program size by total MSF investment Program type Program performance? Impact Type

University-based Early Company . Low est Highest SA: Standalone impact
. Innovation . Federal Grants . Formation Early Funding performer performer AO: Add-onimpact 151

Notes: [1] “Patents” includes patents, copyrights, and trademarks, [2] Colors were assigned by a combination of factors including standalone and add-on impacts and participant numbers and distribution



Earlier-stage Entrepreneurial Journey

Follow-on Patents?! and Commercialized Products in :
; . N Jobs created Jobs retained
Funding Licenses Products Pipeline
N/A N/A N/A N/A

) 0.1 patents

Later-stage

While the color scale offers a helpful overview of program impact, it is worth
noting specific factors that may have contributed to the lower scores (1/4)

Other indicators

2.0-3.0

Program Score Program
(from survey) me

specific
trics
N/A

—

The Proof of Concept program’s low impact metrics are likely
due tothe very early stage at which participants take part in the
program —the ~5-year period covered by the data may not be
enough time to start seeing significant commercial activity
from PoC participants.

In the coming years, as more data is collected, is it possible that
these numbers will start to reflect new successes as PoC
participants begin to enter the later stages of commercialization
and contribute to the E&I landscape in earnest.

Program size by total MSF investment Program type Program performance? Impact Type

. University-based . Federal Grants
Innovation

Early Company
Formation

Early Funding

N

The high program scores of PoC,
especially in patents and licenses, are
derived directly from the survey responses
of program participants. This suggests that
there is positive value created by the
program, even if participants may not
immediately see significant results in
metrics like follow-on funding.

Low est
performer

Highest SA: Standalone impact
performer AO: Add-onimpact
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Notes: [1] “Patents” includes patents, copyrights, and trademarks, [2] Colors were assigned by a combination of factors including standalone and add-on impacts and participant numbers and distribution



Earlier-stage Entrepreneurial Journey

Follow-on Patents?! and Commercialized Products in Jobs created Jobs retained Program Score Program _specific
Funding Licenses Products Pipeline (from sunwey) metrics

Later-stage

While the color scale offers a helpful overview of program impact, it is worth
noting specific factors that may have contributed to the lower scores (2/4)

Other indicators

. SA: $0.07M-$0.12M

N/A

N/A

0,
N/A 15-21 20

Funding success

The lower impact of follow-on funding for the Grant Training
program is possibly due to the smaller scale of the federal
grants when compared to other sources of follow-on
funding. Unlike venture capital deals and acquisitions, which
can be worth millions of dollars, SBIR/STTR grants awarded
by the government usually do not surpass low hundred
thousand of dollars.

In addition, only a small percentage (10%-30%) of participants
receive the STTR/SBIR grant across the country, resulting in a
relatively low average of follow-on funding per participant.

Program size by total MSF investment Program type Program performance? Impact Type

. University-based . Federal Grants
Innovation

Early Company
Formation

Early Funding

Low est
performer

Grant Training’s low program scores from
participants are likely influenced by the
population of participants who did not receive
federal awards as a result of their application;
however, data suggests that Grant Training
boasts a 20% success rate in federal
grant applications, surpassing the
national average of 15-18% in FY213

Highest SA: Standalone impact
performer AO: Add-onimpact

153

Notes:[1] “Patents” includes patents, copyrights, and trademarks, [2] Colors were assigned bya combination of factors inclu ding standalone and add-on impacts and participantnumbers and distribution [3] National Institutes

of Health Office of Exramural Research




While the color scale offers a helpful overview of program impact, it is worth

noting specific factors that may have contributed to the lower scores (3/4)

Earlier-stage Entrepreneurial Journey

Approximately 60% of participants in Gateway join the program without any
other program inwlvement, and Gateway's strong standalone follow-on
funding metrics are derived from this group. On average, a participantwho
only enrolls only in Gateway can anticipate raising between $1.3-$1.5
million dollars in follow-on funding.

For the remaining participants, Gateway primarily serves as a referral
hub for other E&I programs that are more suitable for their needs. As a result,
Gateway's add-on funding metrics from this group are considerably lower.

S

Later-stage Other indicators

Follow-on Patents?! and Commercialized Products in Jobs created Jobs retained Program Score Program _specific
Funding Licenses Products Pipeline (from survey) metrics

Gateway’s 36% referral rate for its 1,622
participants since 2018 (or 46% of the total
participants across all 9 programs) makes it
a valuable entry point for entrepreneurs
looking to join Michigan’s E&l ecosystem
but unsure where to begin with.

Gateway

SA: $1.3M-$1.5M
AO: $0.09M-$0.1M 0.6 licenses AO:1.5-1.9 AO: 3-4

0.9 patents SA:0.6-0.7 SA:1.1-1.3

SA:1.6-1.7 SA:11-12 19-28 36%
AO:1.4-15 AQO: 4-5 ' ' Referralrate

Program size by total MSF investment Program type Program performance? Impact Type

Early Company

. University-based . Federal Grants S

Innovation

Early Funding

Low est Highest SA: Standalone impact
performer performer AO: Add-onimpact 154

Notes: [1] “Patents” includes patents, copyrights, and trademarks, [2] Colors were assigned by a combination of factors including standalone and add-on impacts and participant numbers and distribution




While the color scale offers a helpful overview of program impact, it is worth

noting specific factors that may have contributed to the lower scores (4/4)

Earlier-stage

Follow-on
Funding

Patents?! and
Licenses

Entrepreneurial Journey Later-stage

Amongst its nearly clean sweep of high-
performance metrics, ESF’s low product pipeline
score may stick out; however, this islikely just a
result of the more developed nature of ESF’s
participant companies. ESF, as the MI's latest-
stage E&I program, is less likely to have
participants who are still in the process of
dewveloping their pipeline of products, as they would
need an existing product to successfully receive
funding in most cases.

=

Other indicators

Commercialized Products in Jobs created Jobs retained Program Score Program specific
Products Pipeline (from survwey) metrics

ESF

SA: $1.0M-$1.4M
AO: $4.1M-$5.7M

0.2 patents
1.0 licenses

SA:5-7
AO: 21-30

University-based

. Innovation

Notes: [1] “Patents” includes patents, copyrights, and trademarks, [2] Colors were assigned by a combination of factors including standalone and add-on impacts and participant numbers and distribution

Early Company Early Funding Low est
Formation performer

Program size by total MSF investment Program type Program performance? Impact Type
. Federal Grants '

Highest SA: Standalone impact
performer AO: Add-onimpact 155




In addition, the survey revealed that most of the jobs directly created by the
E&Il programs are based in Ml and pay higher salaries than the state’s average

Breakdown of companies by hiring type Breakdown of reported salary ranges by job type

MI Average
Current average salary across all ($55.2K)
occupations in Michigan $55,160

while companies that

Even among the companies that

reported hiring employees from both
within and outside of the state, on 80
average, more than 2/3 of their current

L . ~ 70 participated in the E&I programs
employees are Michigan residents. § reported paying an average
= 60 salary of ~$63,700, 16% higher
> than the state’s average.
o o 50
S 0
35 40
Local and non- 5 20
local hires =
D708 E 20 ]
c
- _
Exclusively 0 -
local hires $0-$20k $20-$40k $40-$60k $60-$80k $80 or more
Co
B Administrative/Legal B Research Engineering IT Business Strategy ® Others

% of total jobs reported
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Source: Guidehouse Survey, US Bureau of Labor Statistics



il

Total Funding

To calculate the total direct impact of MI's E&| programs, this analysis looked
at the combined results for funding and job creation...

Direct Jobs/Year Created

From 2018 to 2022, in US$ millions

$1,627

$934 .

$1,182
$472 -
2018 2019 2020 2021 2022 Total
% MSF 1.2% 0.8% 2.0% 1.2% 0.9% 1.2%

% Others 98.8% 99.2% 98.0% 98.8% 99.1% 98.8%

From 2018 to 2022, in number of jobs

2,500

2,000

1,451

1,500

1,121 1,154

1,992
1,000
483

o)

2

N l
0

2018 2019 2020 2021 2022  Avg Job/Yr
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... Which, then allowed us to extrapolate the aggregate results and estimate
not only their direct impact, but also their indirect and induced impacts in Ml

The E&l programs offered by MI have a direct impact on
the local economy. More specifically, since 2018 the
programs helped generate 1,200 new jobs per year and
inject $4.7 billion into Michigan’s startups. This, in turn,
created a ripple effect of capital flow, stimulating further
economic growth and development within the
community...

DIRECT

DIRECT IMPACT

IMPACT

...After the directimpact of MI's E&I programs flowed into
the state’s economy, a series of additional indirect effects
followed, for example the purchase of software licenses,

and rental of office and industrial spaces, the increase in
demand for supply chain services, and an upsurge in

=

+ Labor + Business

11017 INDIRECT IMPACT tax

0
<
o
=
|_
O
o
x
o
<

O A\ [ :
TO @ Adin =) = business taxes...
+ Purchase of +Supply a
+ Household goods and il &itesis + Household

Spending services tax

... Finally, the indirect increase in labor income triggered a

Xg% INDUCED IMPACT chain of induced effects, starting with an upsurge in

O household spending which led to additional purchase of

+ Purchase of goods and services, further increasing labor income and
goods and + Labor

services income household taxes
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il Since 2018, MI's E&I programs created 5.2k Jobs/year contributed $8.5B in
business sales, and $4.5B to GSP after factoring in indirect & induced impact

Avg. Jobs/Year Business Sales Gross State Product
From 2018 to 2022, in thousands of jobs From 2018 to 2022, in US$ billions From 2018 to 2022, in US$ billions
$1.1 $4.5B
2.1 5.2k $1.9 $8.5B ",

$1.9 $1.0

1.8 $4.8 - $2.4 .

1.2 .

Direct Indirect Induced Total Direct Indirect Induced Total Direct Indirect Induced Total
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Sources: IMPLAN analysis



¥ This results in a strong return on investment, with a 59x multiplier for every $1+
allocated to MI's E&I programs and less than $16k invested per job created

Average Jobs/Year

Gross State Product

From 2018 to 2022, In thousands

2.1 5.2k
o
1.8
12 -
Direct impact Indirect impact  Induced impact Total impact

- $15 ] 850 invested for every
] :
dgirect |0 Created

Sources: IMPLAN analysis

From 2018 to 2022, In US billions

$1.1 $4.5B
oF
$1.0
Direct impact Indirect impact  Induced impact Total impact

é 59X muttiplier for every $1

Invested in mrs Eal programs
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Key takeaways from the Economic Impact Analysis

Within each metric, certain programs seem to play a more impactful role if they are the sole program an entrepreneur
Is participating in, while others benefit from a synergistic effect when used in conjunction with other E&I programs.
However, there is no program that operates better on its own across all metrics — in other words, they all benefit on
some way from being a part of the broader portfolio of E&I programs.

Analysis within and across the four program groupings reveals a trend: as the programs progress from earlier-stage
to later-stage participants, their impact strengths mirror the typical focus of entrepreneurs at that stage. More
specifically: 1) University Programs excel in patents and licenses, 2) Federal Grant Programs lead in follow-on
funding and employment, 3) Early Company Formation Programs have high employment and lead in commercialized
products, and 4) Early Funding Programs show leading results across the board.

All the programs in Michigan's E&I portfolio have some degree of positive economic impact in the state, with most of
them exhibiting strong quantitative results and favorable participant ratings. Moreover, the top three programs by
total MSF investment each lead in one area or another, with Gateway’s leading participant count (1622), ESF’s
leading jobs created (6-9) and program scores (2.4-4.1), and MTRAC’s leading patents/licenses (2/1). ESF and
MTRAC also score notably high on commercialized products and follow-on funding, respectively.

Almost three-quarters of the startups participating in MI's E&| programs are exclusively hiring local residents at a
wage that is 16% higher than the state average. This can be partially attributed to the high-paying characteristics of
the typical jobs found in the tech ecosystem, such as engineering. This results in an estimated total economic impact
from 2018 to 2022 of an average of 5.2k jobs created per year, $8.5B in company revenues, and $4.5B in GSP.
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For all programs and metrics with sufficient data, the counterfactual
approach for add-on impact followed a straightforward five-step process

@ L geeoie 1***

il \n
OOA -L*** m
Step 1 Step 2 Step 3 Step 4 Step 5
Map all distinct Calculate Isolate Average all Estimate
combinations of = average impact individual impact margins of error
E&I programs? metrics for each | program calculations for to create impact
combination Impacts each program ranges

162

Notes:[1] Program combinationsthathad less than 10 recorded subgrantees were notconsidered due to insufficientsamples sizes



Step 1 & 2: Map all distinct combinations of programs and calculate the
average impact for each combination

[ ILLUSTRATIVE |

Step 1: map all the distinct combinations of programs

In this example, there are 8 possible combinations,
including companies that participated in only one of the 3
programs under consideration, those that participated in all

tree, andthose e del aot paw Sample | TotalFollow- | Avg. Follow-on Total Jobs Avg. Jobs
A ‘ Size on Funding Funding Created Created
Xy $Y,

$Y1/X1 Wl W1/X1

2 MTRAC X, $Y, $Y,/X, W, W,/X,
: X o s w, W,
4 X, $Y, $Y,IX, W, W, /X,
B MTRAC Xs $Y, $Y/Xs A We/X
' MTRAC Xq $Y, $Yo/Xs W, W,/X
| l
|
Program name In this combination companies did not participation in this program
_ o _ o o Step 2: Calculate average impact metrics for each combination
In this combination companies participated in this program

To determine the average impact achieved by each distinct group, we
need to know the total impact and the number of participants in each

group. In this illustrative table, for instance, participants who only took part 163
in MTRAC had an average result for follow on funding of $Y.,/X,.




Step 3: Isolate the impacts of each individual program by comparing results
for every pair of combinations that differs by only that one program

[ ILLUSTRATIVE |

Sample | Total Follow- | Avg. Follow-on Total Jobs Avg. Jobs
Size on Funding Funding Created Created

2 MTRAC X, $Y, W,

s IS o s w

y &

Step 3: Isolate individual program impacts

This methodology is designed to estimate causality by comparing average
results and isolating the effect of individual programs. For instance, we can
gauge the impact of Gateway by contrasting the average results of participants
who took partin both MTRAC and Gateway with the average results of those

Program name In this combination companies did not participation in this program who only participated in MTRAC.
In this combination companies participated in this program In this illustrative example, we can isolate the impact of the Gateway program

on follow-on funding and jobs by calculating the difference between the
average impact of the two highlighted groups, as depicted in the image above.
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Step 4. Isolate one program at a time, then average the calculated impacts
for each program to get an estimated counterfactual attribution

[ ILLUSTRATIVE |

Sample | Total Follow- | Avg. Follow-on Total Jobs Avg. Jobs
Size on Funding Funding Created Created

Step 4: Average all impact calculations for each program
MTRAC In this example, MTRAC can be isolated in by creating four pairings:
O None (grouping 1) vs. MTRAC (grouping 2)
Gateway 0 Gateway (grouping 3) vs. Gateway + MTRAC (grouping 5)
Tech Team O Tech Team (grouping 4) vs. Tech Team + MTRAC (grouping 6)
U Gateway + Tech Team (grouping 7) vs. Gateway + Tech Team+ MTRAC (grouping 8)
MTRAC Gateway
at an estimated counterfactual attribution. This process is repeated for all programs.
MTRAC Tech Team P g Prog
Gateway TechTeam
MTRAC Gateway TechTeam

Program name In this combination companies did not participation in this program

In this combination companies participated in this program

After calculating the averages of all four pairings, these averages are then averaged out to arrive
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Step 5: Estimate margins of errors based on the sample size and the overall
guality of the data, and calculate impact ranges

Step 5: Estimate margins of error to create impact ranges
To address potential data issues and account for varying sample sizes, the final attribution
S | estimates from step 4 were adjusted by a margin of error, which varied by program. This
amp € adjustment means that programs with combinations that had larger sample sizes and,
Size therefore, greater certainty in their final results, were applied a lower margin of error.
Conversely, programs with combinations that had smaller sample sizes and less statistical
X1 robustness, had in a higher margin of error applied to their attributed impact.
2 MTRAC X The table presented below serves as an illustrative example of how margins of error were
2 utilized. It demonstrates the reasoning behind the use of higher margins of error in
Gatewa X situations where the estimated impact is statistically less robust and, thus, less certain.
3 y 3 Nevertheless, the calculation of margins of error is a much more intricate process than
X depicted in this simple example, taking into account various factors such as the total
4 ec eam 4 population size and confidence level. [:_l'-'-UST\levsj
5 MTRAC Gateway Xs Program Gy ACNETEIEES | SRl Margin of error Impact
(from step 4) population Size range
6 MTRAC TechTeam Xs TR 0o 50 i
(medium)
7 Gateway Tech Team X5 10%
300 .
Gateway 1,000 | (higher
8 MTRAC Gateway | TechTeam Xg (large) certainty)
Tech 500 10 30%
Team (small) (lower certainty)
Program name In this combination companies did not participation in this program

In this combination companies participated in this program
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Whenever it was not possible to apply the counterfactual approach, this
analysis used the next-best approximation of a program’s add-on impact

Based on MSF’s Annual
Legislative Report

Step 1 Step 2
: o Determine the From the result of
> ¢ < relevant program’s Step 1, subtract the
2 |G z average impact, as average impact of
| - published in the all program
Legislative Report combinations that

Contains aggregated overlap with the
totals for each relevant program
program’s impact

This methodology works like a simplified version of the counterfactual
attribution methodology described before this. For example, if we are
analyzing Program A but lack isolated data for A, then we would find A’s
results in the Legislative Report, then subtract the average results of BA, CA,
and BCA to isolate A’'s add-on impact. Due to data limitations, this
methodology has been used for all license/patent metrics.
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The chart below shows the participant distribution across unique program
combinations, with Gateway as a standalone program leading by far:

Distinct Company Counts for Top Unique Program Combinations

Gateway |INE— e, 003
Tech Team [IINNEGEGEGEGEGE 175
Gateway Tech Team I 152
Gateway BAF I 129
Gateway Tech Team BAF I 106

ESF I 83

Grant Training (I 80
BAF I 74
T3N [l 37

Gateway ESF [l 34

Other [N 363

0 200 400 600 800 1000 1200 168

Notes:[1] “Others”includes 87 unique groupings thateach had participantcounts under 30 (40 of the 87 groups onlyhad 1 participant)



While working with the MEDC’s database for attribution calculations,

adjustments were made to clean the data and correct for any limitations

Attribution
Calculations

(MEDC'’s
subgrantee
database)

Throughout this report, it is stated that the data spans approximately 5 years (2018-2022), butin some cases, impact
data for the beginning of 2018 or the end of 2022 was unavailable. The datasets were used in their most complete form
wherever applicable, with margins of error built in to help account for some of these differences.

Productcommercialization data was only available for 2021-2022, so those attribution calculations were calculated
separately in orderto account for the shorter data timeline.

Proof of Conceptlacks sufficientdata in the subgrantee database, so a simplified calculation method (describedin the
methodology section) was used for their impact analyses.

Initially, the subgrantee database had T3N and Grant Training participants listed but lacked their impact metrics; data
received directly from the grantees were incorporated into the original database.

In some cases, a companywas listed twice in the same reporting period, under both “companies created” and
“companies served.” Inthese cases, to avoid double counting, the listing under “companies created” was deleted, and
the listing under “companies served” was retained.

Due to the self-reported nature of the data, the same companies were listed in the database under varying names across
multiple entries. In these cases, one name variant was selected and then standardized across all entries for that same
company.

21 outliers across jobs created, jobs retained, products commercialized, and products in the commercialization pipeline
were identified, verified as errors based on public data, and deleted from the database. Follow-on funding data was not
cleaned for outliers because funding data is not consistently publicly available.

169



While working with the subgrantee database for IMPLAN analysis,
assumptions were made to clean the data and correct for any limitations

There was significant variation in the originally-listed “high-level industries” in the database, so a new column was added
to sort these entries into more consistent “consolidated industries.”

NAICS codes were only available for some database entries (mostly 2021-2022), so the relative distribution of available
2 codeswas calculated for each high-level industry, and then a proportionate distribution for each high-level industry was

IMPLAN assumed for the remaining entries.

analysis

A weighted average of industry breakdown for each year revealed a salary split of 28%-29% (i.e., comparable companies
on average were found to spend about that much of their funds on payroll), which was used in the IMPLAN calculation.

4 The IMPLAN calculations only accounted for “jobs created,” and did not include “jobs retained.”
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Michigan’s Economic
Development

Incentive Evaluation

Appendix E: Program
Administration Evaluation

This deliverable was prepared by Guidehouse Inc. for the sole use and benefit of, and pursuant to a client relationship exclusively with the Michigan Department of Technology, Management, and Budget ("Client"). The work presented in this deliverable
represents Guidehouse’s professional judgement based on the information available at the time this report was prepared. The informationin this deliverable may not be relied upon by anyone other than Client. Accordingly, Guidehouse disclaims any
contractual or other responsibility to others based on their access to or use of the deliverable.
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o This study has identified two crucial processes that require further evaluation”
to enable Michigan's E&l initiatives to realize their full potential

e
E&| Data Gathering Process E&|l Budget Definition Process

Learning from the Current State Assessment Learning from the Current State Assessment
MI's E&I program performance indicators are Over the last 10 years, MI's E&I budget has been
based on data from various sources, and trending downward. Furthermore, the MEDC
although data collection efforts have improved teams administering these programs have limited
over time, there is still room for improvement. visibility into the budget definition process.
Importance of this process for strategy design Importance of this process for strategy design
Careful planning and strategic decision-making, Long-term impact requires long-term planning
grounded in quality data, are essential for which, in turn, requires some level of visibility

achieving long-term impact. over a multi-year budget.
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o\ Over the following pages, we will look at the current data gathering process
of Michigan’s E&I programs and identify areas for potential improvement

E&| Data Gathering Process

Learning from the Current State Assessment

MI's E&I program performance indicators are
based on data from various sources, and
although data collection efforts have improved
over time, there is still room for improvement.

Importance of this process for strategy design

Careful planning and strategic decision-making
that are grounded in quality data are essential for
achieving long-term impact.
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» The process of gathering data from E&I programs involves multiple steps
that rely on MEDC’s partners to collect and share data provided by participants

Data Gathering Process Overview
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”

Grantees are asked to report impact data to the MEDC on a semiannual basis;

the data is then collected directly from the entrepreneurs & innovators...

MEDC

S
@©
—
(@)
]
—_
o
~—
(%2}
(O]
]
)
c
@©
—_
o

Entrepreneurs &

administrators)

Innovators

Data request
email

1

E&I Team

\ 4

Non-compliance notice sentto Grantee

(if needed)

2

Data collection

Program
Manager

Data reported

Program
Participants

Data Quality

Assurance

Program
Manager

4

1) Data Request Email

* The data collection process is initiated by a data request email that is sent from the E&I team to
grantees, or program administrators.

* The data request email contains a series of metrics tailored to each program, which describe various
key performance indicators used to monitor program progress and outputs.

2) Data Collection

»  After the data request emalil is circulated to grantees, or program administrators, the grantee program
manager issues a data request to their program subgrantees, or E&I program participants.

3) Data Reported

» Within the third stage in the data collection process, program participants provide data for a series of
metrics required under their grant agreement, aimed at depicting the participant’s entrepreneurial output.

4) Data Quality Assurance

+  Depending on the program, the program manager sometimes undertakes a high-level data review, or
sense-check.

*  The objective of this quality assurance stepis to ensure the data is reflective of efforts supported by
E&I funding.

Process Key

Quality Legislative Formal {_ :Informal
Control Reporting Process L | Process

Data
Capture

Data
request
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”

Data Gathering Process Overview

... After collecting the data, grantees submit their final reports to the MEDC,
which initiates its own quality assurance process...

MEDC
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Non-compliance notice sentto Grantee
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Data collection

Program
Manager

Data reported

Program
Participants

Data Quality
Assurance

Program
1 Manager

Data Quality

Assurance

Final Data
Quality

Assurance

E&l Team
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5) Report Upload

Upload reports5
(Work Progress
Form and Budget
Template)

Program
Manager

Data
request

+  After the quality assurance review is complete at the program

administrator level, the program manager utilizes MEDC’s
customer relationship manager (CRM) system to upload the
aggregated data from each program participant.

manager conducts an additional informal data quality
assurance review of the data supplied by each program
administrator.

*  The objective of the quality assurance review at this stage is
to ensure that each data point is supported by source
documentation (e.g., program participant progress reports).

»  After the grant manager completes the quality assurance

process, the data undergoes a final formal review by the E&I

Team prior to being entered in the Legislative Report.

6) Data Quality Assurance

*  Once the data is uploaded to MEDC’s CRM, the MEDC grant

7) Final Data Quality Assurance

Process Key

Quality Legislative Formal {_ :Informal
Control Reporting Process L | Process
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» Finally, with the data in hand, the Legislative Report is compiled and
reviewed before its final submission to the Legislature

Data Gathering Process Overview

1 8 9 . 10 ' 11
Final Dat Legislativ Legislative FEl7Ee Follow-up
8 Data request Data Quality na I_a 4 eg s : € F?e ort Report communication
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C —~
> g 2 4 Unload IS *  The last phase within the data collection process is the
2 < i p oAt repor development of the legislative report.
2= »| Data collection DL QLEI; (Work Progress o i T
T g Assurance Form and Budget * The legislative reporting phase initiates when the E&I data
o= Template) manager compiles and aggregates program participant and
c _g Program Program . Program program administrator data into a series of tabular reports. Each
g @ L - ' L] table reflects the entrepreneurial performance of each program

broken down by grantee.

*  Oncethe metrics and tables are compiled, the report is provided
to the E&I SVP for a final review.

«  After the report is reviewed by the E&I SVP, it is submitted to the
legislature via email by the MEDC legislative liaison.

+  Lastly, follow-up requests for comment or questions by legislators
are dispatched by the legislative liaison.
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Process Key

Data Data Quality Legislative Formal |[_ :Informal
request Capture Control Reporting Process L | Process
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”

Data request
email

MEDC

1

E&I Team

There is variance in
how the grantees (i.e.,
program
administrators) collect
data from subgrantees
(i.e., program
participants), which
subjects the data to
varying levels of
quality.

Inconsistency in the current Data Quality Final Data

quality assurance process, A Quality
both at the grantee and MEDC Assurance
level, increases the likelihood

of errors being recorded in the E&l Team

A thorough review of this process allowed for the identification of three main
suggested opportunities for improvement as highlighted in the chart below

Data Gathering Process Overview

8 9
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compiled reviewed
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Program Program Program
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Self-reporting method of
data collection is
vulnerable to human error.

Data reported

Program
Participants

Process Key

Data

0 Identified opportunities for improvement request

Data Quality Legislative Formal {_ :Informal
Capture Control Reporting Process L | Process
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Next, we will look at the process of budget definition and approval for MI’s

» - . . .
E&I| programs and, again, identify potential areas for improvement

E&l Budget Definition Process

Learning from the Current State Assessment

Over the last 10 years, MI's E&I budget has been
trending downward. Furthermore, the MEDC
teams administering these programs have limited
visibility into the budget definition process.

Importance of this process for strategy design

Long-term impact requires long-term planning
which, in turn, requires some level of visibility
over a multi-year budget.
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The E&I budget allocation is a multi-stakeholder process involving the MSF and

24 MEDC teams as well as the legislators and the governor’s office

Budget Definition Process Overview
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Process Key

[ |
Budget Budget Budget Obligation Formal : :Informal
Planning Proposal Approval of Funds Process 1 Process

*Reports used to evaluate programmatic spending and performance (e.g., expenditure and progress reports)

181



MEDC

Programmatic

Reports*and submits budget

Next Budget

P e

E&I Budget
Requests are

Finalized

E&l and MEDC

MSF

Michigan
Legislature

MEDC

<.________________________-________

Before sending the budget recommendation to the governor’s office, there are a
series of conversations between the E&l team and the MEDC leadership...

Budget Definition Process Overview

*  The E&I budget process is initiated through the compilation and review of information submitted by
grantees, such grantee progress reports, and aggregation of program information, such as the
legislative report. The information is used to draw conclusions regarding future funding suggestions.

*  Oncethe grantees and programmatic outputs are reviewed, suggestions for cost adjustments are
prepared for MEDC leadership’s review.

*  The second node depicts the point in the E&I process where MEDC leadership reviews the program
budget for each of the 9 E&I programs.

*  Modifications are requested and calibrated in concert with all MSF programs, thus program funding
adjustments take into account budget requests being made across the entire MSF programmatic portfolio.

*+ Once MEDC Leadership concludes calibrating internal requests for program cost modifications, the

internal budget proposal is finalized.

4) Governor’s budget recommendation

Governor’s
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Governor

*  After the E&I budget proposal is finalized by MEDC leadership, the proposed figure is assumed under
the E&I budget line-item at the discretion of the Executive Office.

*  Note, the Governor's E&l budget line-item recommendation may or may not be informed by the budget
created and proposed through steps 1-3. As such, the interactions between nodes 3 and 4 are reflected
with a dotted line, which indicates they are “informal processes”.

*Reports used to evaluate programmatic spending and performance (e.g., expenditure and progress reports)

Budget

Planning

Process Key




... Afterward, the Legislature engages in a series of deliberations that result in a fina
consensus and the signature of different budget line-items, including for E&l...

Budget Definition Process Overview

5) Committee and Conference Deliberations
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Budget Budget Budget Obligation Formal : :Informal
Planning Proposal Approval of Funds Process 1 Process

*Reports used to evaluate programmatic spending and performance (e.g., expenditure and progress reports)
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))

... In the last stages, the state budget is transmitted to the MEDC leadership, who
review and adjust it before the MSF board motions the final allocation
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Budget Definition Process Overview
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8-10) Internal deliberations and MSF board approval

*  Oncethe budget is approved, the MEDC prepares a
spending plan that allocates appropriated amounts
among its programs.

*  The spending plan is submitted to the MSF Board for
deliberation and approval.

7 . o
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Signature

Governor

*  Oncethe spending plan is approved, funds are
obligated to cover budgeted expenditures for the
forthcoming fiscal year.
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*Reports used to evaluate programmatic spending and performance (e.g., expenditure and progress reports)
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»F

After conducting interviews with multiple stakeholders, we have identified areas for
improvement that, if addressed, could improve MI’s E&Il long term planning
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*Reports used to evaluate programmatic spending and performance (e.g., expenditure and progress reports)
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The analysis of these two crucial processes has yielded several key takeaways
that are essential to unlocking the full potential of MI's E&I initiatives

Issues identified and opportunities for improvement What is the impact to the State?

”

* There is variance in how the grantees (i.e., program administrators) * Inconsistencies in data collection methods may affect the MEDC’s
collect data from subgrantees (i.e., program participants), which subjects ability to leverage data for decision making and ability to articulate the
the data to varying levels of quality. wider economic benefits of its programs.

* Inconsistency in the current quality assurance process, both at the * The MEDC may miss opportunities to address data errors prior to
grantee and MEDC level, increases the likelihood of errors being recorded  publication, affecting the dependability of the annual report and its

E&l Data in the database. validity in generating evidence for budget suggestions.

Gathering - Without a strong quality assurance practice, collected data would have

Process » Self-reporting method of data collection is vulnerable to human error. to undergo a rigorous cleaning process, as conducted in this study,
before any program evaluation can take place.

* The government's short-term budgeting approach, typically spanning * It may place MEDC in delicate scenarios to retain relationships with
only 1-2 years, hinders the much-needed long-term programmatic partners, including grantees and private funders, as they are not
planning that is crucial for achieving meaningful and sustainable impact positioned as a dependable funding source.
through E&I efforts. This means that by nature, E&I budget is vulnerable to eIt created challenges to retain internal workforce as staffing decisions
annual budgetary decision-making process. are reactionary, meaning they are missing out on top talent.

* Lack of visibility and control in the budget process heightens * MEDC is missing potential opportunities to increase and sustain
uncertainty for long-term programs. financial support for its E&I programs.

E& | B U0 g © |
Approval * MSF Board Members have limited visibility on program delivery,
Process * Due to their relatively small budgets in comparison to other MEDC meaning that the MEDC is not benefiting from their strategic advice

programs, E&I programs often receive limited attention from relevant and political connections.
funding entities, which perpetuates the problem. » Key decision makers are unable to adequately advocate for change

throughout the budget development process.
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21 IN addition to evaluating data- and budget-focused processes, this report
examines the perspective of different stakeholders in MI’s E&l ecosystem

This framework provides a comprehensive perspective on the three key factors that drive the success of E&I programs, namely its data,
its financial support, and the experience of the people embedded in Michigan’s entrepreneurship and innovation ecosystem.

Stakeholder Engagement

Importance of this process for strategy design

By examining the “human element” of the E&l
ecosystem and researching the key pride and
pain points experienced by key stakeholders
interacting with Michigan's E&I programs, we
can develop strategic recommendations that are
both data-driven and human-centered. This
approach can maximize the potential impact of
Michigan's future efforts in the entrepreneurship
and innovation space.
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1In the next pages, we will look at a simplified map of MI’ E&l ecosystem and
deep dive into the lived experiences of selected members of this ecosystem

Stakeholder Engagement

By examining the “human element” of the E&l
ecosystem and researching the key pride and
pain points experienced by key stakeholders
interacting with Michigan's E&I programs, we
can develop strategic recommendations that are
both data-driven and human-centered. This
approach can maximize the potential impact of
Michigan's future efforts in the entrepreneurship
and innovation space.
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e How to read the E&l network map

First, we examine a map of MI's E&I ecosystem identifying the key stake-
holders shaping this space; below is an explanation of how to read the map

B

1 State Government e MSF and MEDC

The State Government node The MSF/MEDC node depicts how the
provides a high-level depiction of two entities interact to administer the
how budgetary revenues are E&I programmatic allocation. The MSF

appropriated and allocated to the E&I board provides oversight and strategic
direction while the MEDC E&I team

Map of Michigan’s Entrepreneur and Innovation Network

[0 State Government @88 Program Beneficiaries
== MSF/MEDC B Capital Support Providers
mm MEDC Partners

Michigan Residents program i
manages the programs.
b o
1
MEDC Partners e E&I Program Beneficiaries
i The MEDC Partners node depicts the The Program Beneficiaries node
sat sudgt ot | key role grantees play in the depicts the end users of the E&l

(=) administration of E&F's grant programmatic assistance. Beneficiaries

programs. The Partners function as ' leverage support from E&I programs to :

Legislature |

@j /

[1] Rev the 217 C

subrecipients of E&I funding and generate additional, or “follow-on”
have a primary role in program opportunities through private and
delivery. federal funders.

Network Map Overview |

Understanding stakeholders and the dynamics between them is a key e _______________________ Capital Support Providers
objective to developing effective evidence-based insights. This network map of

Michigan’s E&l Network is a depiction of all the primary stakeholders who can
influence the E&I program and how they are connected. The diagram arrows
depict the sequential flow of monetary and social supports among

The Capital Support Providers node depicts the various funding opportunities
Beneficiaries leverage during and after their interaction with the E&I programs.
Several E&I programs, such as the Federal Grant Training program, directly

kehold ) & : i : facilitate opportunities for coaching and technical assistance. Additionally, several
stakeholders. By understanding the E&l program’s operational environment, we programs, such as the Early-Stage Funding programs, incentive beneficiaries to

are able to accurately identify activities that facilitate program delivery and gain external capital assistance with a funding match component.
gain insight into stakeholder interactions during these activities. R |
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The ecosystem that the MSF and MEDC operates in consists of five primary
groups of stakeholders connected by a flow of monetary and technical support

Private Investors

=) =)
= =

SBIR/STTR SBIR/STTR R&D Angel VC
Phase 1 Phase 2 Grants Investors Investor®

~ -

Grants Investments

. Federal Grantmaking Agencies
) State Government B Program Beneficiaries
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~
=

Others*
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Economic and @ e
Taxes? social benefits

Non-university University
7 affiliated affiliated

Entrepreneurs &
Innovators

{ State Government

State Budget Total Budget
[ Office }- burdget —P[ Governor J— allocation MSF Board

. E&I support? Commercialization/
(several) strategic mentorship
= &) Overs/gps
\
Affég\s/zl Oversightand Program
P strategic,direction & support
q an
[ Legislature ] Gf
MEDC E&I Team
. SmartZones Universities Non-profits
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[1] Revenues from the 21st Century Fund and federal appropriations, at times, may be used to supplement tax revenues allocated to the E&I program, [2] E&I program participants and program administrators may receive revenues fromthe local tax capture,
state and federal grants in addition to resources depicted in the above netw orkmap, [3] VCFunds stands for Venture Capital Funds, [4] Other private investors include seed and pre-seed investors, commercial banks, impact invertors, foundations,
corporations, among many others



Next, we delve deeper into five critical stakeholders within this network and
examine the State’s “pride” and “pain” points in supporting their success

Private Investors
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How to read the personatemplate

The persona page features a fictional character that encapsulates insights
from comprehensive research, including multiple stakeholder interviews

C » E e Biography e Ecosystem Characteristics
2% Non-University Affiliated Entrepreneurs & Innovators
2 ) 5 The bio is a short, illustrative The ecosystem characteristics are
=) i Motivati L . .. . .
2 N S | A i & fomer ongneer ata farge fim based n " Aosate o unuseciutog aciues andconbed description that personalizes the statistics compiled from various
3 N " e manufacturers . . TH
= ﬂ o close o iy 1 MtiGan. Ho Banew FETELS SR 6 a_rchetype previously described f[o sources detailing the persona’s
= o eevon pondng o an s matscrmg e | [ PO, et i i sy give readers a clear understanding of impact on the E&I ecosystem.
’ lo 4 T T i R proning s oo o o Sete the characteristics and trajectories Sources: MVCA Annual Report, AUTM
r A Several innovation hubs located in the e, Including . .
v 3 Ann Arbo, Grand Rapid,and Detrl, are ainnga that typify this stakeholder group. STATT Database
a - ichigan Startup Characteristics’ Pl st
i~ P Pain Points
3 . \ % 20 SmartZone technology clusters ¥ There is a lack of fundraising experience and guidance on| e e
I 83% Percent of startups Professional, how 1o raise capital 0 identify an 1 H
“We need to produce things again.” @ S{il\e‘:cl;:i\; :gg,?ﬁ:_:ﬁ::.se”“’e firms are : :;:::: :u:I:?%EEE:?%}EE%EEE?‘SE?‘z';::“_d QUOteS MOt v at IO n
consuming which can negatively iFj1PEI:‘l entrepreneurs’ . . . . .
CP————— 22ty o focs on and develop e Quotes reflect real, anonymized This section defines what is
COMPANY MATURITY: 1 year IR Example Quote Example Quote responses captured from stakeholder motivating each stakeholder to
PRE-MONEY VALUATION: $4 Million? . . . .
TEGHNOLOGY: 3D Printing ~You sart offwith a good ides, but s sy hep e tandng s e e STEZS @08 interviews and surveys concerning engage with the E&I programs.
STATUS: Pre-Revenue h;ﬁm””“:n{{’.fwm:n; main reason w have reacied our Sl actual user insights. Sources: Stakeholder Interviews, The
my " they take you step by = achieve full production.” takes some o find the ri e H H H H
wep- T oo Sources: Stakeholder Interviews, Michigan Opportunity Podcast
2022 Voice of the Customer Survey
o Persona Profile e Pain Points and Pride Points
Archetype: The persona archetype characterizes a defined role for the Pride Points: The persona pride points provide an indication of how the E&I
persona. Archetypes bring further focus to the depiction of the stakeholder. programs can help each stakeholder’s respective entrepreneurial journey.
Attributes: Attributes further detail user-centered characteristics based on real Pain Points: The persona pain points provide an indication of how the E&lI
stakeholder insights. Attributes are tailored to each persona, thus may vary. programs could be improved to further support each stakeholder's respective
Sources: Crunchbase, MEDC-MSF Annual Legislative Report entrepreneurial journey.
Sector or Focus Area: The sector or focus area details the persona’s ShouE:ces: Stak;:holder Interviews, The Michigan Opportunity Podcast, 2022 Voice of
concentration within the E&I ecosystem. the Customer Survey
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% University-Affiliated Entrepreneurs & Innovators

“Universities are critical to Michigan’s
entrepreneurial ecosystem.”

ARCHETYPE: Inventor

COMPANY MATURITY: <1year
PRE-MONEY VALUATION: <$1 Million2
TECHNOLOGY: Biotechnology
STATUS: Pre-Revenue

[1] University Innovation Characteristics are reflective of universities that participated in the 2021 AUTM Licensing Activity Survey, including Michigan State University, Michigan Technological University, University of Michigan, and Wayne State

University. [2] Pre-Money Valuation is exemplary only.

Bio

Mary is a College Professor of Biology at a R1 research
university in Michigan. She is a core member of her
university’s biotechnology research institute located in
West Michigan, where she has developed a new gene-
editing technology. Her technology is patent pending. She
is interested in exploring licensing and would like to
establish a start-up company upon finding a co-founder.

Michigan University Innovation
Characteristics?

%‘ 678 Invention disclosures received
282 New patent applications

= $2.6B Total research expenditures

<=

Example Quote

“The mentorship and other basic

services--marketing, networking,

grant writing help, etc.—are very

helpful for new entrepreneurs who
need guidance.”

Example Quote

“Programs that provide capital
funding for translational research
and support commercialization are
awinning model and could be
better funded.”

Motivation

+ Contributing to technological advances in therapeutics

* Access to funding opportunities beyond university
networks

Pride Points

A University-affiliated founders are focused on R&D, which
enhances the pipeline for translational research in the
state

A Universities collaborate and communicate to connect
entrepreneurs and innovators to appropriate mentors
across the state

Pain Points

V¥ University-affiliated founders often prioritize R&D,
necessitating guidance on commercialization, particularly
in building business networks and fundraising

V Early-stage technology often evolves rapidly, which can
be out of sync with programtimelines and processes

Example Quote

“We spent a lot of time on the
MTRAC application process. It is
burdensome, especially if you dont
ultimately receive an award.”
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% Non-University Affiliated Entrepreneurs & Innovators

“We need to produce things again.”

ARCHETYPE: Start-Up Founder
COMPANY MATURITY: 1year
PRE-MONEY VALUATION: $4 Million2
TECHNOLOGY: 3D Printing

STATUS: Pre-Revenue

[1] United States Census Bureau Business Dynamics Statistics (BDS); survival rate is observed in FY2020. [2] Pre-money valuation is exemplary only.

Bio

Allan is a former engineer at a large firm based in
Virginia. He recently resigned from his position and
moved closer to family in Michigan. He is a new
entrepreneur and resides in Marquette. Derrick has a
patent pending for an additive manufacturing device he
designed and is seeking support in further
commercializing his business.

Michigan Startup Characteristics?!
% 20 SmartZone technology clusters

83% Percent of startups Professional,
Scientific, and Technical Service firms are
still active after one-year!

Example Quote

“You start off with a good idea, but
not knowing how to navigate
though the web of “how to launch
my business”they take you step by
step.”

Example Quote

“This early help and funding is the
main reason we have reached our
goals so far, but more funding is
needed to achieve full production.”

Motivation

» Access to manufacturing facilities and contract
manufacturers

* Accesstolocal engineering talent

Pride Points

A The State has put effort into creating a geographically
diverse set of SmartZones that provide State-funded
programming in most regions across the State

A Several innovation hubs located in the State, including
Ann Arbor, Grand Rapids, and Detroit, are gaining a
national reputation that helps to concentrate interest and
resources in these areas

Pain Points

V¥ There is a lack of fundraising experience and guidance on
how to raise capital

V¥ There is a lack of available mechanisms to identify and
retain qualified talent from Michigan's talent pool

V¥ Application process tend to be burdensome and time-
consuming which can negatively impact entrepreneurs'
ability to focus on and develop their business

Example Quote

“Tying the SmartZones and
entrepreneurial locations together makes
services easier to find. [However] they
can feel disjointed or overlapping and it
takes some work to find the right people
to talk to.”
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ARCHETYPE: C-Suite Executive
INDUSTRY EXPERIENCE: 30 years
COMPANY MARKET CAP: $1.2 Billion?
SECTOR: Advanced manufacturing
FOCUS AREA: Venture Assessment

[1] Company Market Cap is exemplary only.

Bio

George has been a C-suite executive for nearly 10 years.

He is currently based in central Michigan, where he has
mentored entrepreneurs for over a decade. He maintains
strong relationships with Michigan’s various university
commercialization offices and provides mentorship within
his local innovation ecosystem.

Michigan Mentor Pool Characteristics

% 7 Universities participating in a Mentor-in-
Residence program that supports the T3N
programming

@ Entrepreneurs-in-Residence programs
facilitate mentorship opportunities statewide
across accelerators and incubators

“[The program] has allowed me to
lend and apply the experience and
knowledge | have gained over the
years, while keeping me involved
and abreast of current
developments in industry.”

“Other than the altruism and
passion to support Michigan’s
entrepreneurs, there is not much of
an incentive to get involved.”

Motivation

» Stay abreast of current industry developments

* Opportunity to remain local and directly contribute to the
startup ecosystem

Pride Points

A Mentors bring vast industry knowledge, hands-on
experience, and connections to resources, aiding
entrepreneurs and innovators in their quests for
commercialization

A People who have a connection to the State (e.g., their
alma mater is here) make a vested interest to stay here
and help grow the ecosystem

Pain Points

V¥ There is not a central directory to search for mentorship
opportunities

V¥ Today there is minimal financial incentive to participate
in these programs as a mentor

V¥ There are no formal State-funded opportunities for non-

university mentors

“As a mentor, you have an
opportunity and engage other
industry leaders and work together
to strengthen Michigan’s
entrepreneurial ecosystem.”
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% Angel Investor

Bio Motivation

+ An ability to diversify personal investment portfolio

» Opportunities to collaborate with other individual
investors and syndicate

* Access pre-seed deal flow

Mark is a physician and operates a successful family
practice in Ypsilanti. He recently became associated with
a local angel group after seeking ways to expand his due
diligence in the medical technology sector. He has a
strong regional focus and leverages his relationships with Pride Points

coIIeagum_a; in the healthcare field to prospect new A There is a growing network of angel groups across
opportunities. Michigan
A Angel investors who have a personal connection to the
o o State are committed to investing in Michigan
Michigan Angel Investor Characteristics!  pain Points

V¥ There is a lack of State-funded financial support or
incentives targeted (e.g., tax credits) towards Angel

%. 1,577 Angel investors in Michigan

111 Companies receiving investments from Michigan investors S o
angels V¥ Angel investors have limited visibility into the University
“We are the first money in, after family - and State-funded E&I pipeline

and friends.” €= $38K median invested per angel

ARCHETYPE: Individual Investor

INVESTMENT EXPERIENCE: 5 years Example Quote Example Quote Example Quote

AVERAGE DEAL SIZE: $30,000?
SECTOR: Medical Device We prospect investment “Much of our [Angel] group’s deal “Angel funds are often too small to

_ opportunities through demo days
STATUS: Active and pitches. Many small investors
depend on Angel Groups to provide
a stamp of approval and find new
investment opportunities.”

carry entrepreneurs through the pre-

seed stage alone. Entrepreneurs need
several groups that focus on out-of- .
an [investment] match from State or

. state deal§ 0 par'glcularly where ” private funders to mature through pre-
investment incentives are offered. el

flow is localized, but there are

[1] Average Deal Size and Michigan Angel Investor Characteristics and are reflective of angel investors that participated in the 2021 Michigan Angel Community Annual Research Report. 196



% Venture Capitalist Investor

Bio

Sarais new to the Michigan venture capitalist space and
is focused on early-stage investing. She manages a $30
million fund and is interested in seed investments for Al
and biotechnology startups in Michigan. She has helped
launch and exit several successful startup ventures in
both California and Massachusetts.

Michigan VC Characteristics?
%. 154 Venture-backed startups in Michigan

34 active VC firms headquartered in Michigan

« $5.4 Billion total VC funds under management of
Michigan-headquartered firms

“Venture Capital is a long-term
commitment.”

ARCHETYPE: Early-Stage Investor
FUND AGE: 2 years
FUND SIZE: $30 Milliont

SECTOR: High-Technology (artificial
intelligence and biotechnology)

STATUS: Active

Example Quote

“Public programs tend to be more
economic development-oriented;
venture [capital] is more related to
investment outputs. We need to
find alignment so that we are
identifying the right opportunities.”

Example Quote

“Early-stage venture capitalists do
not feel supported in Michigan.
State support is focused on large
deals and not fostering investment
in tech startups.”

Motivation

+ Startup pipeline from major research universities
» Growth of Michigan’s entrepreneurial community

Pride Points

A Michigan has emerged as the "middle coast" of VC
investing in recent years, with the rise of local unicorns
and a significantincrease in total VC investments, which
has grown 32 times since 20163

A Venture capitalists who have a personal connection to
the State are committed to investing in Michigan

Pain Points

V¥ Most of Michigan's venture capitalist funds are small
and medium-sized and face challenges with the high
costs of performing due diligence, which can limit their
ability to invest more

V¥ There is a lack of State-funded financial support or
incentives targeted toward VC investors

Example Quote

“University innovation clusters are
appealing to venture capitalists,
particularly large research
institutions that have had success
spinning out startups.”

[1] Fund Size is reflective of atypical early-stage investment fund in Michigan as derived through Crunchbase data. [2] Michigan VC Characteristics are reflective of data denoted in the Michigan Venture Capital Association’s 2022 Impact 197

Report, [3] Insight generated through a trend analysis of Crunchbase data.



Uni.
7/ entrepreneurs
7 & innovators

Non-uni.
entrepreneurs
& innovators

Angel investor

Venture
capitalist
investor

We have identified “pride points” that show areas of strength across key
stakeholder groups that the State can leverage to strengthen their programs

Pride points (Strengths)

A
A

University-affiliated founders are focused on R&D, which creates more opportunity for translational research in the state

Universities collaborate and communicate to connect entrepreneurs and innovators to appropriate mentors located across the state

The State has put effort into creating a geographically diverse set of SmartZones that provide State-funded programming in most regions

Several innovation hubs located in the State are gaining a national reputation that helps to attract interest and resources

Mentors bring vast industry knowledge, hands-on experience, and connections to resources, which can greatly help entrepreneurs

People who have a connection to the State make a vested interest to stay and help grow the ecosystem

There is a growing network of angel groups across Michigan

Angel investors who have a personal connection to the State are committed to investing in Michigan

Michigan has been mentioned as the "middle coast" of VC investing in recent years, given significant increase in total VC investments from 2016
to 20211t

Venture capitalists who have a personal connection to the State are committed to investing in Michigan

[1] Since 2021, VC funding in Michigan has decreased significantly following a national slow downin VCactivity




Uni.
/ entrepreneurs
7 & innovators

Non-uni.
entrepreneurs
& innovators

Angel investor

Venture
capitalist
investor

We have also identified a series of pain points across all five stakeholder
groups that indicate opportunities for process and programmatic improvement

Pain points (Weaknesses) What is the Impact to the State?

V University-affiliated founders often prioritize R&D, and need guidance to build
business networks and fundraising

V Early-stage technology often evolves rapidly, which can be out of sync with
program timelines and processes

V There is a lack of fundraising experience and guidance on how to raise capital
V¥ There is a lack of available mechanisms to identify and retain qualified talent

V¥ Program application processes tend to be burdensome and time-consuming

V There is not a central directory to search for mentorship opportunities
V¥ There is minimal financial incentive to participate in these programs as a mentor

V¥ There are no formal State-funded opportunities for non-university mentors

V¥ There is a lack of State-funded financial support or incentives targeted towards
Angel investors

V There is limited visibility into the University and State-funded E&lI pipeline

V¥ Most of MI's VC funds are small and medium-sized and face challenges with the
high costs of performing due diligence, which can limit their ability to invest more

V There is a lack of State-funded financial support or incentives targeted at VCs

These types of hurdles in MI's E&l journey can
discourage (or prevent) local innovators and
entrepreneurs from advancing, leading them to
abandon their commercialization efforts or seek
out-of-state assistance.

Prospective qualified industry experts will not
enter mentor pool, meaning that the State loses
out on expertise and coaching that can help to
propel entrepreneurs and innovators forward.

The State risks losing early-stage capital efforts
to other states, further limiting the ability of
entrepreneurs and innovators to effectively fund
their businesses here in Michigan.
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This study has interviewed with four groups of stakeholders: the MSF and
MEDC teams, grantees, program mentors, and local investors

MEDC Program Managers Universities Venture Capitalists
e E&I Senior Vice President * Michigan State University * VC Trade Association President
* E&I Grant Managers * University of Michigan e VC Fund Executive Manager
* E&I Portfolio Managers * Wayne State University * VC Fund Founder
* E&I University Relations Director * Michigan Technological University * VC Fund Senior Partner
* E&I Equity Capital Program Director SmartZones Angel Investors
MSF Board * Detroit Metro Director » Statewide Angel Fund Partner
* Board Members * Southeast Director * Angel Fund Founder
Others * Upper Peninsula Director * Angel Group President
e MSF Fund Manager * Southeast Director
e MEDC Chief Financial and Procurement * EastCentral Director
Officer Others

University Affiliated
* Michigan State University Mentor
e University of Michigan Mentor
Non-University Affiliated
* SmartZone Mentor

* MEDC Budget Manager * SBDC- Tech Town Staff

* MEDC Chief Strategist * SBIR/STTR Training Director
* MEDC Legislative Affairs Director

* MEDC DE&I Lead

Entrepreneurs & Innovators: In addition to the four groups listed above, entrepreneurs and innovators participating in Michigan's E&l
programs were also engaged through surveys for consultation.
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