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Thank you to all the participants in today’s Small Business Capital Formation Advisory Committee meeting and

congratulations to Stacey [Bowers] for her first Committee meeting as Small Business Capital Formation

Advocate. I am sorry that I cannot be in person with you, but I am looking forward to today’s discussions.

A company should succeed or fail based on how well it serves customers, not on whether its founder has a

network of rich friends or whether it is located in Silicon Valley. On a recent trip to Pittsburgh, through the kind

assistance of former Committee member Catherine Mott, I met with early-stage, regionally-focused investors.

Pittsburgh is a lot like my hometown of Cleveland—a city with a proud history of being at the center of the

country’s economic growth during the industrial era and a promising future being built on a new set of

industries, such as biotech and robotics. But getting capital flowing in places like Pittsburgh is key to that future.

One important source is local angel networks that fund founders in their communities. Changing the accredited

investor definition to prevent more Americans from investing in private markets, as some suggest, could

devastate these networks.

More fundamentally, protection that comes in the form of outright prohibitions runs headlong into the American

commitment to a person’s right to decide for herself. That conflict was on view in our Pittsburgh discussion. In

response to support from one attendee for limits on individual investors’ access to the private markets, an

audience member, an immigrant to the United States, passionately defended the right of people to invest their

hard-earned money as they choose. Committee member Wemimo Abbey made a similar point at the last

meeting, when he acknowledged the risks of investing in small companies, but reminded us that “this country is

also all about the liberty and freedom for people to do what they want to do . . . .”[1] As Committee members

also discussed at the last meeting, education for investors and founders is essential if we are to build a better

capital-raising environment for small businesses. A takeaway from that last meeting is that although investing

in young companies is very risky—Erica [Duignan] suggested factoring in an 85% failure rate[2]—empowering

decision making with education is better than taking away people’s right to invest.

I appreciate that the Committee is pairing the morning’s discussion of the accredited investor definition with an
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afternoon examination of the initial public offering (IPO) market conditions. This topic deserves greater

Commission attention. The number of listed companies in the United States dropped from around 8,000 in

1996[3] to roughly 4,200 in mid-2022.[4] During the 1990s, the U.S. saw around 412 IPOs annually, compared

to only 248 during the last ten years.[5] I hope that the Committee will help us identify the causes for this

decline and suggest productive solutions. Some causes, of course, are outside the Commission’s control, but

we have a role in others—such as the rising costs of being a public company and the newly adopted special

purpose acquisition company (SPAC) rules.[6] External reporting costs for public companies have increased by

150% since the start of the century,[7] far outstripping inflation of 71%,[8] and could rise more if we move

forward with the climate rule.

To aid in the discussion about what we can do to encourage companies to go public earlier so that all investors

can share in their growth, I have the following questions:

1. What are the most substantial regulatory cost-drivers for public companies, and what regulations

dissuade them from going public?

2. How can we better scale regulations to encourage companies to go public earlier in their life?

3. Given that the Commission’s recently adopted SPAC rules are likely to close off that avenue to

going public, can we make changes to the traditional IPO process so that it works better for young

companies and thus makes it feasible for them go public before they experience their greatest

growth?

Thank you all for your participation today and your commitment to the work of this Committee.
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