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This is the way most ppl sell: as if it was a beauty contest. They need to use Negative Cost Selling instead.
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9-Mar-11 CASH CONVERSION CYCLE (CCC) MEASUREMENT

CCC Measurement-EventBots™

Accounts Receivable at Year End (AR)
Days Per Year

AR x Days Per year

Annual Sales

AR x Days Per year/Annual Sales

Inventory at Year End (INV)

Days Per Year

INV x Days Per Year

Cost of Goods Sold (COGS)
INV x Days Per Year/COGS

Accounts Payable at Year End (AP)
Days Per Year

AP x Days Per year

Cost of Goods Sold (COGS)

AP x Days Per year/COGS

ccc*

*CCC = ART + INVT - APT
** Guesstimated numbers- for demonstration purposes only.

COGS
E&OE

Copyright. Prof Bruce Firestone, Ottawa Canada. March 2011.

Number

Units
$430
365.25 Days
$157,057.50 Dollar-Days/Annum
$650 Dollars/Annum
241.6269231 Days ART
$ 300.00 $15,000
365.25 Days
$109,575.00 Dollar-Days/Annum
$400 Dollars/Annum
273.9375 Days INVT
$120
365.25 Days
$43,830.00 Dollar-Days/Annum
$400 Dollars/Annum
109.575 Days APT

405.9894231 Days

0.45 of retail sales

50 events per yr

A CCC that is +ve means that the faster EB
grows, the more cash it will consume. This
is not the condition that makes sense for a
Bootstrap Startup.
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A CCC that is +ve means that the faster EB grows, the more cash it will consume. This is not the condition that makes sense for a Bootstrap Startup.


[New EB Biz Model |
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New EB Biz Model
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+ every Tweet/Retweet/Favorite


Social Commerce

It was fun, Amy.

Had another thought 4 u:

Price of Service (EventBots) = $499 mthly fee + 0.45 cents per view + 5 cents per Like

For some1 who does say 10 events per mth, gets 10,000 views per event and 100 Likes per
event and charges $499 for setup per event, 1.5 cents per view and 15 cents per Like

Cost of Service (EventBots) = -$4,990 + $499 — [1.5 x 10,000 x 10 + .45 x 10,000 x 10)/100 —[15
X 100 x 10 + 5 x 100 x 10}/100 = -$5,641 mthly

The additional metric | threw in is the ‘Like’ button.

| think clients will pay for views and Likes.

What this shows is that the cost of a marketing agency licensing 1 EventBot is a —ve number.
EventBots wid make:

$499 + [.45 x 10,000 x 10]/100 + [5 x 100 x 10)/100 = $999 mthly.

By throwing in the FB Like button, u have added a new dimension to yr model:

It is called social commerce or collaborative commerce.

That's a new term that Amazon and Shopify and others coined and are working to develop
further.

For example, LooseButton.com lowers its prices by ~15 cents per Like for every Like the
consumer can get for its products.

Comprehendo?
BMF

Dr. Bruce M. Firestone, B. Eng. (Civil), M. Eng.-Sci., PhD.

Founder, Oftawa Senators

Executive Director, Exploriem.org

Entrepreneur-in-Residence, Telfer School of Management, University of Ottawa

Real Estate Broker and Mortgage Broker

Century 21 Explorer Realty Inc.

LINCOLN FIELDS SHOPPING CENTRE, 2525 CARLING AVE, SUITE 23, OTTAWA ON K28
722 Tel.: 613.422.6757 ext. 250 Fax: 613.422.2807 Email: bruce.firestone@century21.ca
Internet: www.OttawaRealEstateNews.com, www.century2 1.ca/explorerrealty and
www.Exploriem.org

Blog: hitp:/f/www.eqjournal.org
Twitter: hitp:/Awitter.com/ProfBruce

"Making Each Day Count"”
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Cost Per Thousand
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) . Untitled
Your Complete Business Model should include:

1. A one page Business Model Flow Chart. Start by using our online Business Model
Generator, BMG (http://www.dramatispersonae.org/gmg/) to get a sense of what your
final model might look Tike. Then improve it and Tet it evolve to describe using a
pictogram the entire ecosystem that your new enterprise will live within. Your
Business Model will show Kour ECQ Test Score, your 'Pixie Dust', source of Bootstrap
Capital and Guerrilla Marketing/Social Marketing ideas, your Guerrilla Marketing
Test Score and your Business Model Test Score. The BMG will lead you through this
process. Try to select the right idea for your next startup (read Ten Things
startups Forget to Do: http://www.egjournal.org/?p=335). Create a business model for
the 21st Century that will produce great results so that the harder you work, the
more money you make and so you can comﬁete effectively with hard charging
entrepreneurs from China, India_and other Tigers by having a business model that can
not be easily duplicated or dislodged and gives you a lasting, sustainable
competitive advantage and concession or franchise. Understand not only your clients
and suppliers but the whole network or ecosystem: clients of your clients and
suppliers to. your suppliers. Becoming part of your business ecosystem is one of the
keys to longterm sustainability for Kour enterprise. Add some differentiated value,
innovation and 'pixie dust' to your business model. Self-capitalize (bootstrap) your
new enterprise so that you end up owning it and not a vC firm or other investors or
ﬁartners (please see Bootstrap Capital, the Last word:
ttp://www.eqjournal.org/?p=1162). And use some smart marketing (guerrilla marketing
and social marketing) so you can acquire customers and clients cost effectively
(please read Guerrilla Marketing Basics: http://www.eqjournal.org/?p=643).

2. vou will also need to develop a one page spreadsheet showing how value is created
for one individual client or customer. Here are some examples of how to demonstrate
your value Proposition: value Proposition of a Residentia? Realtor, the spreadsheet,
value Proposition for a HR Professional, the spreadsheet. You are demonstrating in a
clear and concise way how your new enterprise/product/service/division creates
either lower costs or higher revenues (or hopefully some combination of both) for
one customer.

3. A second spreadsheet is required that provides you with a Financial Model of your
enterprise. Having done quite a bit of work in the field of urban economics, it has
always amazed me that most cities, for example, don't have a financial model that
can tell them what the fiscal implications are of one more resident or, for that
matter, one more firm locating in their town. Most cities have budget processes that
are a mess. T produced a financial model for a backorder domain name service that

ou can use online:
Kttp://pub1ic.sheet.zoho.com/pub11c/profbruce/backorderdomaincorpfinancia1mode1.
From this model, the firm can see what impact each additional client has on_the top
line of the firm. The firm is also able to test the sensitivity of its top line to
changes in the success rate of backorder capture, changes in its COGS (Cost of Goods
So1dg and other variables.

vour value proposition for your clients and their impact on your business (which is
measured in your financial model) are mirror images of each other. we complete the
business ecosystem when your suppliers provide ¥ou with their value proposition and
you also insist that they have a_financial model of how your business impacts them.
why should you care if your supplier's have a workable financial model? well, the
1ong term viability of your firm depends in part of a stable supply chain and it
won't be stable if your suppliers are failing on a frequent basis.

4. Make sure you also understand what a cash Conversion Cycle is and how to
calculate it For your enterprise. Please read Cash Conversion Cycle, CCC: How the
ccc Affects your Internal Rate of Return, The Power of Leverage to work for You and
Against You, and Effective1¥ Manage ¥our Enterprise by Measuring your Cash Position.
Here is a spreadsheet example for ca cu1at1n? the CCC: .
http://www.dramatispersonae.org/BusinessMode s/cashConversionCycleMeasurement.x1s.

5. You will produce and record a 2-munite video of your Elevator Pitch and load it
Page 1



untitlied
to vYouTube ( public or private) for viewing in class, See:
http://dramatispersonae.org/HowToMakeAGreatElevatorPitch.doc and
http://dramatispersonae.org/ElevatorPitchworkshop.doc. Here is a sample elevator
ﬁ1tch given by student entrepreneur, Daniel Beachamp:
ttp://blog.avitu.com/2010/07/30/elevator-pitch-time/. Sean Wise has a humorous but
useful take on what makes a good elevator pitch:
http://www.youtube.com/watch?v=Tq0tan49rmc&feature=related.

6. If you can build leverage into your business model, a means to multiply the force
exerted by your own efforts, time and brains, you will have a greater opportunity to
succeed. Leverage in your business model comes primarily from eight principal
sources:

i. great HR,

ii. using OPM,

iii. forced savings,
iv. innovation,

v, capital equipment,
vi. location,

vii. branding &

viii. inflation.

Test your biz model: ask yourself do you have great HR, are you using OPM,
benefiting from forced savings, innovating, do you have a great location or brand,
is your capital equipment top notch/best-of-breed & do you benefit from inflation?
If so, you are probably maximizing your leverage.

Leverage using OPM is increased when the project's or business' rate of return is
higher than money you borrowed. Or when you use bootstrap capital, say, trade
credit, where a supplier gives you credit at Tow interest or no interest to buy from
them or a customer gives you a deposit on an order on which you pay no interest, you
are then leveraging your own efforts and capital with theirs.

vyou also get leverage when other people are paying off your debts. This happens
when, for example, you own rental property. Every time a tenant pays their monthly
rent and you pay off some of the principal using their rent, you experience a form
of forced savings and a wealth effect.

I have sgoken to the need to have some type of innovation in your business model; as
we saw above, Steve Jobs proved that you can think_your way to wealth a Tot faster
than you can work your way there. That's big-time leverage..from ideas.

1t would also appear self-evident that having top notch capital equipment provides
greater leverage for your employees and means higher productivity.

You also get leverage from your Jocation and_your brand. In real estate terms, if
you occupy a particular location, it obviously means that no one else can, so make
1t a good one.

some people think that having a great brand is nice, actually it's essential. A
strong brand creates trust and trust creates the opEortunity to sell. Think about
it? Ever bought anything from someone you didn't 1ike and didn't trust? If you did,
it was only once.

But a brand does other things for you. For example, Apple's incredible brand, its
reputation for building insanely great products, allowed Steve Jobs to cajole out of
AT&T a share of their monthly subscriber revenues for the Taunch of the iPhone,
something that no other telecom had ever granted to a cell phone manufacturer

before.

cell phone manufacturers went from selling a 'shrink wrapped' gadget for a one-time
payment in a brutally competitive market that was racing to the bottom to an
industry with multiple sources of revenues, some of which are recurring: the holy

grail of techdom.
Page 2



Untitled

Imagine how much harder Steve lobs and Apple would have to work and how much lower
their productivity as measured in revenue per employee would be without recurring
revenues from jPhone app sales and revenues, advertising revenues on their mobile
platform, downloads of paid content from iTunes and a share of their carriers’
subscriber fees.

From a simple question, asked by Steve Jobs, and a tweaking of his business model
flowed great benefits. The harder they work, the more money they make and, in
Apple's case, this relationship has become geometric.

(Jobs has created radical change in industry after industry: personal computing (the
Mac), animation (Pixar), music (iPod), cell phones (iPhoneg and now
book/newspaper/magazine publishing (iPad) ﬁ1us perhaps television and film (Apple
TV). It is truly a remarkable record of ac ievement.g

Lastly, if you are in an industry that is experiencing price inflation, you are
benefiting from asset value increases without putting in any effort of your own,
i.e., more 'free’ positive leverage for you. That is why it is almost always better
to enter into buoyant sectors where 'all boats are rising’'.

7. Lastly, you will need to write a Summary of your Business Model that is 2-pages
or less that summarizes:

a. Your value proposition including its 'pixie dust'
(http://www.eqjourna1b1og.com/?p=9g or differentiated value and how you can create a
sustainable competitive advantage. Make sure that you are abundantly clear about the
costs and benefits that you are creating for each_customer. )

b. How you can acquire customers and_clients, including qre-1aunch clients, in a
cost effective manner through guerrilla marketing, social marketing or direct
marketing. Explain how you might use negative cost selling to achieve this:
http://www.eqjourna1b1og.com/?p=425.

c. How you integrated the Internet into your business model. (See:
http://www.eqjourna1b1og.com/?g=1609).

d. How you can bootstrap your business and self-capitalize it
(http://www.eq?ourna1b1og.com/?p=1162). )

e. How you will build cashflow and create a cash conversion cycle that is workable
(htt ://www.egjourna1.org/?p=2257).

f. why you and your team are the right people to execute this model.

Prof Bruce
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