Crowdangels.com Business Model
a. Our Value Proposition.
Problem: The barrier to launch for most entrepreneurs is a relatively low need for capital, usually less than $5000. For most prospective project starters, this is enough to stop them from proceeding. Their access to capital sources can be very limited. The normal primary source of seed capital is “Friends Family and Fools”. Crowdangels looks to extend and multiply an entrepreneur’s access to this seed capital through the power of the crowd. We would like the power of the long tail to come to the world of business.  If you have no family and no friends, you should be able to head to the world itself to validate and initiate your business or project. 

The only bank investing successfully in people who actually need the money is the Grameen Bank. This excludes banks from providing seed capital to project start-ups, but opens the door for a new kind of financing, like CrowdAngels. 

CrowdAngel’s proposes a WIN-WIN-WIN solution to seed capital funding. Potential investors can find more and better opportunities to invest, local agencies (like universities, colleges and business societies) can see their members succeed (and get a monetary return on that success) and young entrepreneurs will see their businesses come to life. 

b. Our Guerilla Marketing Strategy.
CrowdAngels will start locally in Ontario, the region already has a lot of potential and we would like to focus on cities like Ottawa, Toronto and Waterloo.

CrowdAngel’s greatest value is to those people looking to start something new. These people congregate in very specific places. We will travel around our three principle investment zones meeting tech-savvy young people and the organizations which train and incubate their skill and creativity. Mainly these organizations are public and private educating facilities and local clubs and business chambers dedicated to growing local economy. The strong and effective formation of these relationships is critical to our success. 

Some online marketing locally through targeted facebook and google adwords ads would help bring attention to investors and other potential entrepreneurs not attached to any agency. 

We would target local writers of technology blogs and business journals (startupottawa.com and The Ottawa Business Journal for example) to gain awareness. 

We also have plans for bootstrap-related marketing by rebranding popular products and selling them to targeted niche consumers as collector’s items. (election-themed soups, for example)

We would create a teasing campaign on our website while we are finishing it: putting up videos to build people’s curiosity and interest over our idea. We would also make stickers with a QR Code on these and no other information. Again, the idea here is to raise people’s attention and visit our website. We also think that we will create a win-win situation: entrepreneurs willing to get funds will drive visits to our website that will act like a platform and make more people discover our service offering.

c. How we integrate internet in our business model
The Internet is the core value proposition of this model. Web 2.0 will allow CrowdAngels to reach instantly a large population all around the world at almost no cost. Just like Amazon relies on the long tail effect to drive its sales and make its competitive advantage, we would do the same for companies and investors: providing Startups with a broad exposure, allowing these to increase their potential number of investors.
The internet will also allow us to make our entrepreneurs meet each other, creating a rich ecosystem of relationships and mentorship, self-help and helping hands at CrowdAngels between and amongst both investors and entrepreneurs. 

d. How we will bootstrap our business and self capitalize it
We will use the now famous “Double Cheeseburger Model”: CrowdAngels will enable Agencies to create a self-replicating growth cycle. We will enable Startup Companies to get funds and startup their business; As soon as these companies will start making money, we will get one percent of their revenues and give back 30% of this to the agencies that have brought the startups to CrowdAngels. This cycle and benefit to agencies is where we have a great opportunity: we will ask these agencies to give us the necessary funds to start our business. In doing so, they will get a new service, and we will enable them to have more Startups funded and to create a bigger network and more influence in their area, dovetailing with their long-term goals.
We will self- source some costs: Thibault will do the graphic design of the website, we will find a student developer to do the job for us, we will also use LegalZoom.com to get cheap legal advice on how to build the legal structure of our agreements.

As a hybrid marketing/bootstrapping initiative, we may use CrowdAngels itself to crowdsource part of the start-up costs. 

e. How we will build cash flow and create a positive cash conversion cycle
The cash-conversion cycle might be the one (and only) crack in CrowdAngels’ model. As we want to rely on trust, we know that it will take a “relatively” long time to reach break-even on our investment. However, we know that year-to-year costs of maintenance for the company in web development and marketing will be small, and that our revenue stream after year one will be steady and increasing. We will have 1% of revenues coming from hundreds of startups, thus reducing the risk of failure from one of these

f. Why are we the right people to do this?
We are both entrepreneurs in our mind, we both believe in that great idea that will unleash many other great ones. Thibault has been a project manager, he is down-to-earth and good in implementation of ideas and dreams, he is also good in graphics and expert enough to know about developing constraints. Matthew has undeniable skills in human relations and would be the perfect guy to create those necessary links with the community in Ontario, even more as he is from the province himself. Matt comes up with new ideas, he knows how to see the big picture and to leverage with his enthusiasm these great ideas, inspire willing entrepreneurs around him. This is the right time and the right place for both of us to create CrowdAngels.





Appendix 1: Start-Up Costs and Bootstrapping



Appendix 2: Value For Clients (3)

















Appendix 3: Financial Model



	
	



	
	Example of Kickstarter.com, a crowdfunding website for non-profit projects. Launched in April 2009, the site helped launching about 650 project after less than 1 year of existence, with more than 60,000 participants.

For CrowdAngels, we will admit that one startup will grow steadily from one revenue category to the higher one each year.
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Value for One Customer: The Investor

Sources for Investment Reach Cost Result

Before CA:  Specific physical start-up communities Local and specificSignificant payout Only those with huge resources and insider networks can invest

Friends

Direct contact by entrepreneur

After CA: Crowdangels provides source of seed-ready businessesInfinite and DeepAny amount of capital Anyone can invest in a great idea. 

Online Business dertermines valueIdeas can spread and self-market

Marketing innate in system
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Value for One Customer: The Agency

Sources of Revenue Ability to Support Members Cost Result

Before CA:  Public Investment by Government Low Revenue Diversion One or two groups of students succeed

Association fees Run contests for capital Specific fundraising effort

Direct Fundraising Underfunded programs

After CA: New Revenue from the success of graduates High None Many Students can found successful businesses

Online Potential for Donation Opportunity to help everyone succeed Prestige for agency

Not limited by funding Virtuous Cycle Created.
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CrowdAngels' financial model (on year 3 at most, CrowdAngels would be launched in the US)

Startups 

funded

Successful 

startups 

(60%)  $                      50,000.00  $                     150,000.00  $                      400,000.00  $                    800,000.00  $              1,000,000.00  $              2,000,000.00  $              3,000,000.00  $          4,000,000.00 

CrowdAngels' share 

of revenues

Year 1 40 24 720,000.00 $              1,080,000.00 $            480,000.00 $               576,000.00 $              480,000.00 $            33,360.00 $              8,000.00 $            9,007.20 $            16,352.80 $     

Year 2 300 180 5,400,000.00 $           10,260,000.00 $          4,080,000.00 $            5,280,000.00 $           4,320,000.00 $         960,000.00 $            303,000.00 $            100,000.00 $        68,175.00 $          134,825.00 $   

Year 3 1000 600 18,000,000.00 $         43,200,000.00 $          15,600,000.00 $          21,600,000.00 $         17,400,000.00 $       8,640,000.00 $         1,440,000.00 $         1,258,800.00 $         200,000.00 $        188,820.00 $        869,980.00 $   

Year 4 3000 1800 54,000,000.00 $         135,000,000.00 $        48,000,000.00 $          67,200,000.00 $         54,000,000.00 $       37,200,000.00 $       12,960,000.00 $       1,920,000.00 $      4,102,800.00 $         600,000.00 $        553,878.00 $        2,948,922.00 $   

Year 5 7000 4200 126,000,000.00 $       351,000,000.00 $        120,000,000.00 $        172,800,000.00 $       138,000,000.00 $     140,400,000.00 $     55,800,000.00 $       17,280,000.00 $    11,212,800.00 $       1,000,000.00 $     1,009,152.00 $     9,203,648.00 $   

60% success each 

year 30% 5% 3% 2%

Generated revenues (average) on the same year

Cost of 

operations

 for CrowdAngels

Cost of 30% of 

revenues

 driven back to 

agencies

CrowdAngels'

 profits
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How much revenues will a successful client bring to CrowdAngels over the 10 years in which it will give 1% of its revenues?

Let's simulate this client's revenue increase curve (make it an average startup for CrowdAngels)

Client's revenues CrowdAngels' revenues Discounted cash flow (2% inflation)

Year 1 50,000.00 $              500.00 $                          490.20 $                  

Year 2 150,000.00 $            1,500.00 $                       1,441.75 $               

Year 3 400,000.00 $            4,000.00 $                       3,769.29 $               

Year 4 1,000,000.00 $         10,000.00 $                     9,238.45 $               

Year 5 2,000,000.00 $         20,000.00 $                     18,114.62 $             

Year 6 4,000,000.00 $         40,000.00 $                     35,518.86 $             

Year 7 7,000,000.00 $         70,000.00 $                     60,939.21 $             

Year 8 12,000,000.00 $       120,000.00 $                   102,418.84 $           

Year 9 17,000,000.00 $       170,000.00 $                   142,248.40 $           

Year 10 25,000,000.00 $       250,000.00 $                   205,087.07 $           

Total 68,600,000.00 $       686,000.00 $                   579,266.69 $           

Let's assume this client raised 50,000$ thanks to CrowdAngels

that's a  1159%interest rate!

Still, does it seem to be a steal? 1% is nothing and our client wouldn't have been funded any other way


image7.png
Startups Funded

8000
7000
/ e Startups
6000 funded
5000
e Successf
yl ul

4000 startups
(60%)

3000 //

2000

1000

Year1 Year2 Year3 Year 4 Year5





image8.png
CrowdAngels' revenues

$12,000,000.00
$10,000,000.00 /
e Crowd
$8,000,000.00 Angel
g
share
of
$6,000,000.00 reven
ues
$4,000,000.00
$2,000,000.00
S T T T T |

Year1 Year2 Year3 Year 4 Year5





image1.emf
Start-Up Costs

Development cost Market Value Cost Reduction Strategy; THE BOOTSRAP New Cost

Website 20 000 Students - Computer engineering, or Outsourcing 1000

Legal 10 000 Friends and Family who are lawyers, Legal Pivot.com and startup communities like Y-Combinator 2000

Marketing 10 000 Guerilla Marketing, tech conferences            <1000

Leverage for the common man:

Canadian SME loans Friends and Family, asking potential agencies for seed capital

Friends and Family

Asking potential agencies for seed capital: Agencies being Crowd Angels for us! 

Guerrila Marketing which adds a Revenue stream.

 Canadian Election coming up - can copy the airbnb idea, and creat some sort of exclusive product for the rallies of the parties and sell it to generate revenue. 

Ideas: Cereals (just like them) "Cinnamon Toast Counts" Cinnamon Toast Crunch- Michael Ignatief,  "Tory-Os" Cheerios Stephen Harper,

 "Dipper Jack's" Apple Jacks Jack Layton, "Golden Greens" Golden grahams - , "Sovereign Crisps" Sugar Crisps - Bloc Quebecois

Crackers, Detergents, Soap, Condoms, cookies, 

Advertisement/partnerships? Paraphenelia? Crowdangels Iphone Game? 

Keys to Success

Need a strong developer. 

Local relationship building and partnerships with potential agencies.

Ability to effectively tell our story, and the story of Crowd Angels.  

Understanding that starting at the right scale is the best way to success: work hard for first 10 local customers. 

Creating our product for the entrepreneurs who need it, not trying to find customers for the product we've created. 
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Value for One Customer: The Entrepreneur

Capital Sources Reach Cost Result Leverage

Before CA:  Friends  Limited to city,town etc. Significant Equity Never Getting Started Low

Family Any internet tools: existing social networks

With CA: Friends Targeted Social network of investors and enthusiasts Tiny scrape of revenue Start up High

family Equity, but on your terms. 

Crowd

Angels on CA


