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Organizational Structure 

 

Talent. Everyone has a gift, which might or might not have been recognized. Some have the 

touch of music, some, the brilliance of intellect, and some, the proficiency of business. As 

previously mentioned, talents are hard to come by, finding the knack that will let you succeed in 

life as well as aid your community. Many individuals dream of leaving their hometown, where 

their talent has been fostered, to expand to new horizons. This leaves their old community in a 

scarcity of talent, further fueling the metropolitan areas with a plethora of expertise. Tucson is a 

prime example of the former. Many students and individuals who either attended the University 

of Arizona, or were raised in Tucson, branch out to new cities and homes. As a result, Tucson 

lacks seemingly lacks a sense of talent. The following business model is aimed to help 

individuals find their special niche as well as keep a wide range of talent in Tucson. 

The proposed business model will help formulate a business out of two distinct funnels. The first 

pool of talent will come from the intellectual property aspect, whereas the second will stem from 

the business aspect. By essentially acting as a dating service for the two conduits, new businesses 

will be formed in Tucson as well as allotting the realization of the talent of each of the 

individuals involved.  

 

 

 

 



Intellectual Property Screening Process 

As previously mentioned, the organizational structure has two funnels leading to the company, 

one being the intellectual property funnel, and the other being the business-screening panel. 

Various elements could potentially be including in the Intellectual Property screening which may 

include patents, trade secrets, and industrial design rights. The basic Intellectual Property 

screening funnel starts broadly with the pool of IP applicants in the Tucson Community. With 

such a wide array of talent as well as prospectively inadequate conceptions, the Intellectual 

Property must be filtered so that not everyone in the community thinks they have a novel idea 

that may or may not be prospered into a business plan. With the Initial IP screening panel, three 

general panelists decide to either continue fostering the IP, or turn them back to the community. 

The three panelists consist of people from three basic disciplines: science, business, and 

technology.  With these initial panelists, any IP that they foresee to be viable will be forwarded 

to the subject matter experts who will be in the directory and paid upon service for their 

attributions. These subject matter experts will be specialist in every field including biology, 

chemistry, physics, computer science, engineering, agriculture, medicine, education, optical 

sciences, pharmacy, and law. The subject matter experts will scrutinize the viability of the IP. If 

the Intellectual Property is workable and able to be turned into a business, the IP will be placed 

into a portfolio. With a plethora of portfolios in place, the business funnel-side candidates will be 

able to opt for an idea they would like to work with. As a result of the union a new business 

entity is formed outside of the core business of Inspiring Innovation. 

 

 

 

 



Business Screening Process 

As noted previously, the second screening process is the business screening process. This 

process begins when entrepreneurs around the Tucson community decide they want to start their 

own venture, but need Intellectual Property to do so. Once deciding this, the entrepreneurs will 

fill out an initial application for a small fee, given to them by our non-profit organization. This 

application will be reviewed by an outsourced Human Resources company, such as Lexis Nexis. 

If Lexis Nexis sends the application back to us as approved, an interview will be set up between 

the entrepreneurs and a interviewing panel from our organization. The interview panel will 

consist of a minimum of five business experts, all from different backgrounds. We expect to 

have business experts from finance/accounting, management, marketing, information 

technology/information systems, and a successful entrepreneur. Two examples of business 

experts we hope to use in the future, are Charles Leichner and Ronald Michaels. Charles 

Leichner is the Global Vice President of Strategy and Growth for Arcadis; Arcadis is a 

consulting firm for engineering, water, and building companies. Ronald Michaels is the Chief 

Operating Officer of the Stratford Advisory Group, which is also a consulting firm for 

management within a variety of fields. If the entrepreneurs make it through the interview process 

successfully, they will then have access to all of the Intellectual Property portfolios. This will 

only happen once they have signed non-disclosure agreement, in order to protect the intellectual 

property portfolios and our organization’s initiative. The entrepreneurs will also be required to 

pay a monthly subscription fee if they choose not to chose a portfolio right away. This monthly 

fee will remind them they are apart of our organization and give them an incentive to actively 

look for a portfolio that fits their expertise. After finally selecting a portfolio, the entrepreneur 

will receive the contact information of the IP creators, and they will be required to have an initial 



meeting to ensure they want the same idea in a business. Once they have decided to create a 

partnership, our organization is eliminated from the process.  

Business Model 
 
Non-Profit Structure 
 
Inspiring Innovation is best structured as a non-profit with specific compensation schemes and 

incentive structures for all stakeholders. As a non-profit, it will be able to attract development 

and innovation grants to help off-set its operating costs while still compensating the involved 

parties. This will also allow for a favorable tax structure and reduced pressure on returns.  

  
Program Director 
 
The program director will be a salaried, full-time position. The program director is responsible 

for overseeing the non-profit and ensuring its continued success. Their responsibilities include, 

but are not limited to, securing funding, applying for grants, maintaining relationships with 

investors and the business community, running meetings, securing venues, and marketing. The 

program director will have a non-transferable seat on the Board of Directors (meaning that the 

seat is tied to the position of program director, not the individual holding the seat). With the 

consent of the board, the program director may hire additional employees to carry out duties and 

share responsibility as the organization grows.  

 
 
 
 
 
 
 
 
 
 
 



Variable Meeting Locations 
 
Inspiring Innovation will not have a dedicated meeting location. By meeting in multiple venues, 

the organization will be more flexible while simultaneously reducing costs. Plenty of meeting 

rooms are available at low prices in universities, libraries, and other public spaces in many cities. 

For example, the Desert Angels, a Tucson-based investment group, regularly holds their 

screening committee meetings in the University of Arizona's Eller College of Management.  

 
 
Low Overhead 
 
Low overhead is an important component of successful non-profits. By minimizing employees 

and physical infrastructure, Inspiring Innovation can focus on its core competencies. In order to 

keep our overhead low, we will rent out screening rooms within the University of Arizona’s Eller 

College of Management, while also motivating Angel Investors to to participate by offering them 

the right of first refusal.  

 
Venture Involvement 
 
While many models take an equity stake in new ventures formed to fund the organization, 

Inspiring Innovation does not follow this structure. Equity stakes can be tempting but are 

difficult to collect and enforce. For example, an intellectual property owner and an entrepreneur 

could meet through Inspiring Innovation and choose to start a business on the side. Should they 

be sued for equity? Is this an appropriate use of funds? Understanding and enforcing equity 

claims can be difficult and costly. By instead only charging fees that are easy to collect and 

provide clear benefit, many of these complicated issues can be avoided.  

 
 
 



Tucson 
 
Obviously, Inspiring Innovation's goal is to create new businesses in southern Arizona and to 

keep these companies here to maximize benefit to the community. Therefore, all applicants to the 

organization must sign a “Tucson” clause, guaranteeing that any businesses they form with any 

partners that are also a member of Inspiring Innovation. This also makes it easier for new 

ventures to receive investment, as it ensures that they are eligible for the Arizona investor tax 

credit.   

 
 
Non-Disclosure and Non-Compete Agreements 
 
Finally, it is important that Inspiring Innovation offers security to all of its participants and 

partners. Everyone will be required to sign strict non-disclosure and non-compete agreements. 

This allows IP owners to feel more secure and lets entrepreneurs know that they are not at risk of 

losing the time and money they invest into these businesses. Unlike other arrangements, these 

agreements will be actively and aggressively enforced by Inspiring Innovation and will represent 

a substantial cost of doing business. In fact, they must be enforced to offer security to 

participants. If they are not, people will lose incentive. Inspiring Innovation can reduce some of 

these expenses by partnering with an intellectual property attorney or offering other incentives to 

an entrepreneurial lawyer. 

Stakeholders 
 
IP Owners 
 
All intellectual property owners must pay an application fee when they submit their documents. 

This fee helps subsidize the costs of reviewing the IP and also discourages illegitimate 

applicants. Furthermore, it disincentivizes repeat applicants from individuals with non-viable IP.   



 
Entrepreneurs 
 
Entrepreneurs must also pay an application fee. This covers the cost of outsourcing initial human 

resources screening to LexisNexis and discourages people without a clear goal from applying. 

However, individuals can apply for free if they are recommended by an existing member of at 

the discretion of the organization. This prevents well-known, successful entrepreneurs with a 

proven track record from being offended by an application charge.  

 
Investors 
 
Investors are not charged to be a part of Inspiring Innovation, but they also are not allowed to 

apply an nauseam. Instead, Inspiring Innovation will seek strategic partnerships with angel 

investment groups like the Desert Angels to benefit from their expertise, experience, and 

connections. Angel groups will serve as a resource of experienced businesspeople for the 

business screening panels discussed above. To compensate the group, participating angels will 

receive the right of first refusal on all ventures formed by two or more people affiliated with the 

group. This provides the angels with pre-screened, vetted groups while simultaneously giving 

new businesses the ability to appear before qualified investors more easily than they would 

otherwise be able to. 

 
Subject Matter Experts 

Subject Matter Experts are key to ensuring the intellectual property is viable and the 

entrepreneurs are able. In order to keep these Subject Matter Experts within our network and 

satisfied, Inspiring Innovation will pay each Subject Matter Expert a stipend each time they test 

the viability of a piece of intellectual property or interview the business prospects.  

 



 

LexisNexis 

LexisNexis will play a very important role in our application process. Inspiring Innovation will 

outsource LexisNexis to review each application and complete a background check on the 

individuals. They will be paid per application that is reviewed.  

 

Conclusion 

In conclusion, through our Inspiring Innovation venture, we are able to keep talent in Tucson, as 

well as bring differnt aspects of busniess and Intellectual Property together in order to form a 

separate entity. 
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Jessie Witthoeft 
Thanh Luu 
Hyun Park 
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There are hundreds of thousands of people in the United States who would like to have children but 
cannot do so. The three groups that fall into this population are gay or lesbian couples, traditional couples 
who have infertility or other medical issues, and single people who want to have children without getting 
married.  We primarily concentrate on the latter. Our solution is an eHarmony like website that will match 
people for the purpose of having children. Customers can go online and fill out a profile that includes 
their personality traits and lifestyle choices as well as what they are looking for in a co-parenting 
relationship. They will then be matched with other individuals who would also like to have children 
without getting married. We will also provide several support services including legal documents, 
parenting management tools, and family creation experts to help clients through the process. These 
experts will be able to answer all of our client’s questions including legal and medical issues. As a 
separate service we will also offer genetic testing. This is a new technology that is offered by one 
company within the United States. 
 
Our target market includes individuals who would like to have children without getting married, who live 
in the United States, and have a high enough income to be able to afford our services. People in this 
market are usually older and have higher incomes than others who have children in the traditional manor. 
Our secondary market includes gay or lesbian couples as well as married heterosexual couples who can’t 
biologically have children.  
 
Our current competitors include co-parentsmatch.com and co-parents.net. Both of these companies offer 
websites that help single people who would like to have children find others that want the same thing. 
They are different in that they do not offer any other support services and customers browse profiles 
rather than being matched with others. These companies charge a monthly fee instead of a flat fee. We 
also have indirect competition in the form of adoption agencies, surrogates, and in-vivo or in-vitro clinics. 
 
Through primary research we discovered that the reason single people and gay couples don’t want to form 
a relationship with someone else solely for the purpose of having children is that they are scared. They 
don’t know what their legal rights are, whether there is a chance that their children can be taken from 
them, whether they will be able to get financial support, which doctors they should go to, and many other 
issues. Our competitive advantage is that we offer experts to help our clients answer these questions and 
therefore feel secure in their decision.  
 
Our team consists of Jessie Witthoeft, the General Manager, who has worked both on a corporate scale 
being an intern at GEICO, and locally as a supervisor for a chain of restaurants. Thanh Luu, our 
Marketing Manager, has experience in the field of science science allowing him to have  extensive 
knowledge in our additional services such as the novel genetic testing. The last member of our team is 
Hyun Park, the Finance Manager, who has an MIS degree making him knowledgeable in the technical 
aspects including our matching software and website. 
 
Our pro-forma financial statements show very rapid sales growth in the first year. These numbers were 
obtained by studying our benchmark company, co-parents.net, which showed similar growth in its first 
year. We are asking for $765,000 in outside funding which will be used mainly for developing matching 
software and for operating expenses. Our pre-money value is $1.7 million and therefore the investor’s 
ownership stake will be 32%.
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Across the United States, there are multitudes of people who would like to have children 

but are unable to do so due to either a biological issue, or one of personal preference. The 

three groups that fall into this population are gay and lesbian couples, traditional couples 

who have infertility or other medical issues, and single people who want to have children 

without getting married.   

 

This is a very large market with an unaddressed problem.  The current solutions include 

adoption agencies, surrogate agencies, and artificial insemination clinics; however all of 

these options are very expensive, time consuming, and emotionally taxing.  The people 

currently going through these avenues need to invest a lot of their time and money and 

may ultimately fail anyway. In addition many other services are needed including legal 

services, sperm banks, egg donors, surrogate mothers, doctors, hospitals, etc.  Through 

primary research we discovered that the complexity and cost of having a child through 

one of these channels often deters people from doing so.  

 

Those choosing adoption must face the anxiety of adopting a child without knowing the 

biological parents background. Mothers who give their babies up for adoption as well as 

men who donate to sperm banks may have undesirable genetic traits that will cause 

problems for the child later in life as well as the parents raising them. It is also possible 

that mothers who give their children up for adoption may be exposed to drugs or alcohol 

during pregnancy, may not have a healthy diet, or may do other things that are 

detrimental to their child while they are pregnant. Those choosing surrogacy also face a long 

list of challenges. Surrogacy often costs up to $120,000 if it is successful during the first attempt 

and much more if there are failed attempts (The Fertility Institutes) (Circle Surrogacy, 2011). 

These complications cause many potential parents to shy away from these traditional 

avenues.   
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There are many people looking to have children who would like to be matched with 

another individual or couple who have the same mentality to make the process easier; 

however there is a lot of uncertainty involved. Matching with likeminded individuals 

makes it easier and takes away some of the uncertainty for single people and helps 

couples avoid some of the cost and legal issues that they would face when using 

surrogates, sperm donors, or egg donors.  People worry about things such as financial 

support, custody issues, involvement of the other parent, and an abundance of other 

factors.  In addition, there are so many options available that it can seem 

overwhelming.  These people do not know what agencies they can trust, what the risks of 

each option are, and where to go to find good doctors, lawyers, counselors, or other 

professionals that need to be involved in the process. 
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Our solution is a matching website aimed to bring either individuals or couples together 

for the purpose of having children.  Customers will go online and fill out a profile that 

will include personality traits and lifestyle choices, as well as what they are looking for 

in a co-parenting relationship.  Customers will be able to browse profiles with limited 

information for free.  In order to see all of the personal information available on every 

profile and be matched with others they will need to pay a fee and pass a background 

check including a credit check, criminal background check, and an investigation into 

whether they have ever had custody of children before.   

We will be developing sophisticated matching software that will be patentable upon 

completion. This Software will include a large number of questions, ranging from 

personal values to more superficial aspects such as height or weight. With the advanced 

matching system we can increase the probability that the people we are matching will be 

compatible through asking a plethora of questions to gauge items such as personal 

preference all the way to absolutely necessary traits.  The questions asked will not only 

include the question itself, but also a rating scale on the level of importance of that 

certain aspect to the client.  For example if it is essential to a client that their match be 

tall and blonde, with an importance rating of 10, the system will automatically rule out 

those who are not tall and blonde.  Once all of the specifications of our clients have been 

met, the system can provide matches for the client.   

Customers can browse profiles for free; however once they decide that they would like to 

contact their matches they will be asked to pay a fee of $2500.  The fee will include pre-

drafted legal documents to help with any legal issues including custody, financial 

obligations, and many other issues that our customers may face.  The fee will also include 

family creation experts who will aid customers in the process from the time of matching 

to beyond the time of birth by supplying information and support.  These experts will be 

able to answer questions such as what to expect from in-vivo or in-vitro insemination, 

how much it will cost, success rates, doctor and clinic recommendations, lawyer 

recommendations, other legal questions, and many more.  The service will have no 
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expiration date. Our clients may them as long as they need to in order to find a match and 

have a child, as well as if they decide to have another child in the future. 

We will also offer genetic testing, called Comparative Genomic Hybridization, for an 

additional fee.  This is a novel process, originally developed as an analysis tool for DNA 

content to detect unbalanced chromosomal changes.  Recently, however, scientists have 

discovered a new use for the technology in the realm of genetic testing.  The current 

process for disease screening only allows one disease to be screened at a time, at a high 

price per screening.  However, with the new technology, up to 20 diseases may be 

screened at once, lowering the cost to both the client and the firm that performs the 

testing. The couple or individuals will initially go through a family screening to see 

which diseases are more susceptible within their lineage. With a list of potential diseases, 

Comparative Genomic Hybridization can be used on each embryo that will be implanted 

to screen for these ailments. After the disease screening is complete, the embryo will be 

implanted into the mother or surrogate and the nine-month wait commences. This process 

will be limited to those couples who would like to go through the avenues of in-vitro 

fertilization. 

Comparative Genomic Hybridization is currently only used for the screening process at 

the Sher’s Institute ,and is not commercialized for all fertility clinics across the United 

States.  With this additional service, we will develop new streams of revenue, tapping 

into new markets of people who want a healthier next generation of children.  
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Our target market consists of individuals who would like to have children but can’t, who 

have a high enough income to be able to afford our services and live in the United States. 

Our target market can be segmented into three main populations: single individuals who 

are ready to start a family without getting married, couples who are biologically unable to 

bear children due to infertility or other medical issues, and finally, the gay and lesbian 

community who are in the same mindset as the individuals previously mentioned.  

There are currently around seventy million single people in the United States between the 

ages of eighteen and fifty ( US Census Bureau, 2010). Thirty-three percent of children 

adopted from foster care are adopted by single parents!L5M2!N36(!O+!P$(6C.1$(!B.$#&)$(!

;(1&)&'&2E!IJJIQ.  Our secondary market includes heterosexual couples who cannot 

biologically have children and gay or lesbian couples.  Now, there are 361,148 male same 

sex couples and 339,118 female same sex couples in the United States that might be potential 

prospects in using our services. (About.com) Between eight and ten million children are being 

raised in gay and lesbian households (About.com).  We assume that single people who are 

looking to have children are generally older compared to those who have children 

biologically.  They probably also have established careers, which means that they have 

more stable and larger incomes.  Gay couples tend to have higher incomes and are 

typically better educated than their heterosexual counterparts ( US Census Bureau, 2010).  

In addition they tend to have children later in life which means that they have more 

financial stability.  Heterosexual couples who cannot have children biologically generally 

match the typical demographics of others who have children. 
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This venture falls into the Internet services and software industry.  More specifically it 

can be categorized as an online matching service like eHarmony and Match.com.  This 

industry is fairly new – eHarmony was launched in 2000 and Match.com was founded in 

1993 (although Match.com actually took off in late 1999) Within 10 years, eHarmony has 

made $1 billion cumulative revenue and $250 million revenue alone in 2009.  Five 

percent of free members actually pay for the service.  Both eHarmony and Match.com 

have over 20 million free members and more than one million paid subscribed users. 

(SharePost, 2011)  Initially, these companies started by simply developing a matching 

engine.  After the matching engine was developed, their operating costs were mainly web 

and server maintenance, which means that the company obtains a high gross margin.  We 

believe that our cost to develop matching software will be much lower than these 

companies due to advances in technology since the time when they launched. 

Our venture has different target customers and objectives than eHarmony – we match 

individuals to help them form a relationship for the purpose of having children without 

getting married, in a platonic relationship.  In the past customers had to find partners on 

their own, or they could use alternative avenues – surrogacy, adoption, or sperm banks- 

to create a child.  After seeing eHarmony’s success, more companies see online matching 

services for co-parenting as viable opportunity.  In fact, there were already two ventures 

launched last year – co-parents.net and co-parentmatch.com.  Within one year of launch, 

co-parents.net has acquired 20,000 members with 2,300 premium memberships and co-

parentmatch.com has acquired 4,200 members with 760 premium memberships.  The free 

member to premium member ratio for co-parents.net is 12% and co-parentmatch.com’s is 

18%, which is higher than online dating websites. (co-parentmatch.com) (co-parents.net). 

Finding a partner to bear children carries more gravity than finding a date. Our future 

success can be gauged by the difference in the number of paying customers between 

eHarmony and our competition.  These statistics demonstrate that customers have a large 

sense of investment in this process, and are willing to spend more time and money to 

have a child than to find a date. 
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Currently, our direct competition consists of two online companies: Co-parents.net and 

co-parentsmatch.com.  Both have a search-and –find approach to help find others who 

have a similar interest in co-parenting.  These organizations do not have a sophisticated 

matching system, but instead allow the posting of profiles, and in order to see any in-

depth information, the consumers need to pay a monthly service fee.  We also have a 

plethora of indirect competition which stems from adoption agencies, surrogacy agencies, 

as well as in-vivo clinics.  In-vivo clinics are our indirect competitors in the sense that 

individuals can find matches on their own and go to these clinics to have a child; however 

they are also a complement to our services because many of our customers will use these 

doctors after being matched.   

Both our direct and indirect competitors have many advantages and disadvantages when 

compared to BabyConnection. For the direct competition, co-parents.net and co-

parentsmatch.com, their advantage is that they have a slightly more established company, 

and have a first mover advantage. Their disadvantage, however, is that they do not 

provide a matching service, nor do they provide any supplemental services such as 

genetic testing, and legal documentation to complement the process of having a child. 

The advantages of our indirect competition are that they already have an established 

routine of procedures that clients can follow in order to start a family. However, their 

disadvantages stem from the fact that they require a large financial and emotional 

investment that could end up in failure. 
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Table 1: Comparison of Services 

! !"#$%&'() *&+,#$!'-%#-./0.&%) *&,#$!'-0'!-) 1#2()*&''!.-3&')

D$/'1!$(!=$F
#6%2(&)(7!

! 4) 4) 4)
86&/M)(7!
N(7)(2! 4) ! 4) 4)
-%2FS/%22()(7! 4) ! ! 4)
T276C!
P$/'>2(&1!

! ! ! 4)
=$'(12C)(7!
S2%3)/21!

! ! ! 4)
U2(2&)/!
521&)(7!

! ! ! 4)
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



@!
!

!"/4%$+$+,%-06,0#$09%---

Baby Connection has four main advantages over our competitors.  First is our 

sophisticated matching system.  Our competitors do not provide this to their customers 

and instead make them search for their own matches, which can be very time consuming.  

Our second advantage is the support services that we offer.  Through primary research, 

ranging from surveys to focus groups, we have discovered that the main reason that 

individuals do not find matches and have children on their own is that they are nervous 

and unaware of the possible consequences and outcomes (See Appendix E).  They have 

many concerns including that their children could be taken from them, that the other 

parent will not provide financial support, how much it will cost, and what to expect from 

the medical procedures.  They do not know where to go to find doctors, which clinics to 

go to, which are gay/lesbian friendly, or how much it will cost.  They also do not know 

where to find lawyers or if they even need a lawyer at all.  

 Our advantage is that we provide family creation experts who can answer all of these 

questions and more.  This means that our primary advantage is peace of mind. Customers 

are not just paying to be matched with someone else, they are paying for the supportive 

environment that we provide that takes much of the worry out of having a child with 

another individual who they did not previously know.   

Our third competitive advantage is genetic testing for customers who want to check to 

make sure that no genetic diseases are present in their future children.  This provides 

further piece of mind that isn’t available when having children in the traditional way.  

The current process of genetic testing consists of testing only one strand of a disease 

from a lineage of the family. With our service, the testing can be expanded to about 

twenty diseases, lowering both the cost and time needed to accomplish the same means.  

This technology is a novel use of an old innovation and is only offered by one other 

company in the United States, which allow the venture to have a greater competitive 

advantage. 
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Our fourth competitive advantage is convenience.  The company is essentially a one-stop-

shop for the process of baby making.  In lieu of going to various places to gather 

information, and seek services, the venture offers one place to get all of their baby needs 

met. Our family creation experts can answer all of their questions, our lawyers can take 

the place of finding their own in the case of drafting legal documents, and we can 

recommend where to go for any other services needed taking away the time and worry 

involved in our clients finding these services on their own. 
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We preformed a sensitivity analysis by changing a few key factors such as the number of Family 

Creation Experts needed, the operating costs per month, and how many customers would 

actually purchase our services.  We found that even when changing these numbers dramatically 

there was only a minor effect on our company’s financial well-being. It seems as though no 

foreseeable changes in these variables will have a major impact on our business. These changes 

caused our cash balance and profit to change slightly; however not enough to have a major 

impact on our profitability or survival. Our key value driver is the number of family creation 

experts we will need because this is one of our major costs. Although this factor is important to 

our profitability, changes in it will not have a big enough impact on the company to change our 

capital needs. See appendix D for a complete explanation of the sensitivity analysis. 

Other than the above changes to our financials there are several other risks that we may 

encounter including price sensitivity, customer service quality, and reactions from the 

community. First, our pricing is a lot higher than our competitions’. The difference between a 

$2,500 life-long membership as opposed to a $50 monthly subscription fee may seem daunting at 

first. However, our team feels that with such a large episode of someone’s life, the price of 

finding a potential co-parent would not be a large factor, which was supported by our focus 

group.  Along these lines, $2500 would be a fraction of the price our customers would pay were 

they to use any of the alternative methods such as adoption or surrogacy.  We set our product’s 

price based on the value added approach. Our venture’s value added features are unique but also 

costly. Because finding a match to have children is not an easy process, our research indicates 

that our customers are more willing to pay for the service.  

Second, quality control in customer service could prove difficult. Each customer will be assigned 

a counselor to work with them throughout the duration of having their child. Our venture will 

have a call-center where our family creation experts will give customers advice and support. All 

employees will go through a rigorous training program; however it is possible that they may not 

give service that is up to our standards. Due to the sensitive nature of this kind of advice this 

could be a major problem. We will mitigate this risk by ensuring that all of our employees are 



,I!
!

well trained and performing quality control checks to ensure that they are following our 

standards.  

Lastly, this venture can be faced with political and ethical issues. Our venture is facilitating 

alternative marriages and families through non-traditional means. This might allow society to 

have some opposition to these changes who are rooted in conventionalism. 

!

!
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ID Task Name Start Finish Duration
Q4 11Q3 11Q4 10 Q2 11 Q1 12

NovJan Jul Aug Oct DecSepFeb MayApr JanJunNov

1 67d2/1/201111/1/2010Formulation and research

3 65d4/1/20111/3/2011Write business plan

5 66d5/31/20113/1/2011Generate Publicity
6 89d9/1/20115/2/2011Raise Funds

8 24d9/1/20118/1/2011Hire CEO and board of advisors
9 0d12/1/201112/1/2011Launch

Q1 11

Dec Mar

7 110d12/1/20117/1/2011Develop matching software

2 65d1/28/201111/1/2010

4 40d2/25/20111/3/2011

Q2 12 Q3 12

Feb Mar Apr May Jun Jul Aug Sep

0d8/28/20128/28/2012100 paying customers

67d6/3/20133/1/2013Move genetic testing in-house13

12

Q4 12 Q1 13 Q2 13

Oct Nov Dec Jan Feb Mar Apr May Jun

10 87d3/30/201212/1/2011Marketing Campaign
11 328d6/3/20133/1/2012Attract International Customers

#

#

#
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We are currently in the process of completing two of the thirteen milestones in our timeline. 

BabyConnection is scheduled to go online in December of this year. If we do not reach enough 

initial investment capital, or are able to find a CEO, our launch date will be pushed back, 

possibly hindering the rest of the items post-launch.  

The team is ecstatic about the next couple of months ahead of us, especially trying to get the 

public to understand the complexities of having a child in alternative avenues and generating 

publicity. This is a crucial factor in our timeline, because without public support and without 

enough publicity, it will be much harder to secure funding and launch our business.  

After the launch of the company, the few items listed will allow the company to continue 

growing and rely less on outsourcing our service. If these items are not reached, growth will still 

continue, however at a slower rate. 
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This venture was started through the McGuire Entrepreneurship Program at the 

University of Arizona which is the number two entrepreneurship program in the United 

States.  Our mentors include: 

Robert Morrison: 

Robert Morrison has been involved in all phases of technology business development. 

Mr. Morrison is a founder of Sunquest Information Systems which became the world’s 

largest vendor of hospital laboratory automation products.  Since leaving Sunquest, Mr. 

Morrison has spent a number of years consulting with emerging companies and assisting 

them in their business development.  Today he is the Executive Director of Tucson's 

Desert Angels which is a group of local investors that focus on early stage companies.  

Mr. Morrison is also a Mentor in Residence in the University of Arizona's Eller College 

of Management's McGuire Center for Entrepreneurship. 

Emre Toker: 

After studying physics at Reed College and Electrical Engineering at the California 

Institute of Technology and the University of Arizona, Emre founded two biomedical 

technology companies in Tucson, MedOptics and Bioptics Corporations, and co-founded 

one in Santa Clara, California, Radicon Imaging Corporation.  Each company was 

acquired by larger firms within 6 years of founding Emre is currently a member of the 

Desert Angels and Desert Tech, two Tucson-based angel investment groups; a member of 

Lab-X, an angel investment group based in Istanbul, Turkey; and a partner in Arch 

Partners, a local micro-seed fund. 

 

Our team consists of: 

 

Jessie Witthoeft: 

Jessie is Baby Connection’s General Manager. She currently works as a supervisor for a 

local chain of restaurants. Throughout college she worked 40 hours per week while going 
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to school full time and acting as president of the Professional Women in Business 

Association among other activities.  She has also worked as an intern at GEICO insurance 

company. Jessie is currently perusing degrees in Business Management and 

Entrepreneurship from the University of Arizona and has a 3.9 GPA.  

 

Thanh Luu:  

Thanh is Baby Connection’s marketing manager. He has a background in science 

meaning that he is able to shed light on biological advances that stem from the venture 

such as the Comparative Genomic Hybridization.  He is currently pursuing degrees in 

Business Management, Entrepreneurship and Physiology from the University of Arizona 

with a 3.8 GPA in Business, and a 3.6 in Science. Throughout college he has consistently 

taken 20+ credits a semester, and has volunteered in such places as the University 

Medical Center, Family Care Hospice, and the International Rescue Committee.  He is 

also planning on publishing a research article for his Honor’s Thesis in the department of 

Physiology/Psychology. 

 

Hyun Park:  

Hyun is Baby Connection’s Finance manager.  His IT skills and background knowledge of 

database and network will facilitate daily operations. Moreover, he will have a risk analyst 

certificate (NTSISS 4016) in May, which will help to minimize risks regarding dealing with 

information security. He is currently pursuing degrees in Management Information System, 

Business Management, and Entrepreneurship from the University of Arizona and has a 

3.6 GPA. He worked as an internship at Shoeun Construction Co., Ltd as a secretary in South 

Korea. Over the course of the internship, he coordinated and participated in numbers of meetings 

with government representatives and two contracts were made during his internship.  

 

We also plan to hire others with area specific expertise to be our CEO and advisors after 

launch. We will need advisors who have expertise in many areas including social services 

or family planning, adoption, artificial insemination, and someone who has experience 

with the gay/lesbian/transgender community. 
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There are several important things to note about our financial statements (see Appendix A).  The 

first is that our sales grow very rapidly in the first year.  These numbers are based on one of our 

benchmark companies, co-parents.net.  This website has been in business for about one year and 

they have 18,000 profiles.  About 12%of the people who have profiles on co-parents.net have 

paid asubscription fee (co-parents.net), and 18% of co-parentmatch.com’s free members have 

paid for service.  We expect to attract at least as many customers as this company in our first 

year; therefore we predicted that we will have 18,000 profiles within year one. We make 

our sales projections based on our primary research and competition. First, we assume that 5% of 

our profile holders will subscribe to our service. We do not think the subscription rate will be as 

high as our competitions due to the much higher cost, but our primary research tells us that 

customers take find a partner to have a baby with much more seriously than finding a date, and 

they are more willing to pay for the additional value added. We choose 5% because it is the 

average subscription rate for major dating matching websites (e.g. eHarmony, Match.com), but 

our actual subscription rate could be higher. Second, we assume our growth rate will be 10% 

annually, but the rate can be much higher. When we researched co-parent.net last November, 

they had 18,000 profiles. When we looked into their website again in March, their profiles had 

increased to 24,000, which is approximately a 6.67% growth rate monthly. We do not want to 

overstate our sales rate, so we decided not to change our initial growth rate. Third, we made the  

assumption that only 10% of our paying customers will pay for the genetic testing. It is 

hard to estimate the sales since no one has introduced this service previously. 

 

Another important thing to note is that we start earning a positive profit in the second month of 

operations and our sales grow continuously after that.  This is because of the large number of 

customer attracted to this type of website.  With 18,000 people making profiles in the first year 

we believe it will not be hard to reach the 38 customers projected in year one needed to earn a 

profit. Over the next couple of years, BabyConnection projects will grow very 

steadily with 10% annual growth rate. We will have a dip in cash-resources before launch, and 
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steadily grow throughout the next five years. Our profits for the first five years are as follows: 

($657,805, $2,411,465, $2,565,308, $2,813,789, $3,095,509). 

 

Table 2: Financials 

Year 1 2 3 4 5 

Memberships 833 2,660 3,844 4,247 4,691 

Revenue $2.4M $5.3M $5.9M $6.5M $7.19M 

Expense $1.3M $1.34M $1.7M $1.9M $2.19M 

EBITDA $1.1M $3.96M $4.2M $4.6M $5M 
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Start-up financing for this venture will include $50,000 of our own money as well as 

money collected from family and friends.  We are requesting $765,000 in seed-financing, 

most likely from angel investors.  $400,000 of these finds will be used to create our 

matching software.  The remaining $415,000 will be used for other start up costs 

including buying furniture, computers, and constructing a website as well as for 

operations.  We are not considering a multi-stage investment for a number of reasons. 

First, we do not need a huge investment to expand our market or launch our new product.  

Second, our products have a high margin and create solid cash flow meaning that we have 

enough cash throughout our whole operation.  Third, the money that we require will be 

needed at the beginning of the venture in order to launch, not after the business is already 

in operation.  Our Pre-Money valuation is $1.57 million, and we are offering 33% of the 

company in exchange for these funds. 

Our venture’s EBITDA in year 5 is $5 million, and our benchmark company, eHarmony’s P/E 

ratio is 9.26. This means that our exit value is $48.9 million and our post-money value $2.33 

million. We need $765,000 from outside investors, which will give us pre-money value of $1.57 

million. This means that investors will own 33% of our venture. Please see appendix C for a 

more in depth description of our calculations. 

Our exit plan is to be acquired by one of the large companies in our industry such as 

eHarmony or Match.com. Both our venture and potential acquiring firms are online based 

ventures that use similar methodologies to match customers.  The difference is that we 

target a different market.  eHarmony and Match.com target customers who want to find  

relationships whereas our venture matches individuals for the purpose of having children 

as an alternative to marriage.  If our venture establishes this new market and brand 

successfully, it will attract our acquiring firms to expand their business and they will 

want to acquire our venture to enter into this new and growing market.  Since they are big 

companies with hundreds of millions in revenue yearly and have acquired many 

companies in the past, the likelihood of being acquired is high. 
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Appendix B: Industry Ratios 

 

The following are ratios for the internet services and software industry according to 
Yahoo finance: 

Price to Earnings: 17.38 

Return on Equity: 11.2 

Dividend Yield Percent: 0.24 

Long Term Debt to Equity: 21.64 

Price to Book Value: 3.84 

Net Profit margin: 9.6% 

Price to Free Cash Flow: 34.8 

 

 

 

 

 

 

 

 

 

#
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Appendix C: Valuation 
 

Our venture belongs in Internet Software & Services industry, but our market is niche and 

specific that our industry’s financial number does not represent our number. For instance, 

Internet Software & Services’ P/E (Price to Earning) ratio is 51.5 which will overstate 

our venture valuation. Thus, we decide to use financial data from eHarmony for our 

valuation. Although eHarmony is a private company meaning that they do not share their 

financial data, we manage to get reliable data from Sharepost, which is a trading 

company for private venture companies (SharePost, 2011). According to their reports, 

their expected revenue in 2011 is $300 million and advertising expense is $120 million. 

We could not find any data for their net income. However, according to Spark Networks, 

which is a combined special-interest online matching website, their financial reporting of 

2010 demonstrates that their profit margin is 17%. Thus, we can assume that eHarmony’s 

net income is around $51 million (300 * 0.17). eHarmony’s total estimated fully diluted 

share in 2005 is 47,249,701, and we can calculate Earning Per Share by dividing net 

income by total number of diluted share, which is $1.08 per share (51M/47,249,701). 

Sharepost estimated eHarmony’s share values around $10 per share. Based on our 

research, we conclude that eHarmony’s P/E (Price to Earning) ratio is 9.26.  

Our venture’s EBITDA in year 5 is $ 5,042,080, and our benchmark company, eHarmony’s P/E 
ratio is 9.26. Our exit valuation can be calculated by multiplying 5th year earning by our 
comparable firm’s P/E ratio, which is $ 46,689,660. Based on our risk analysis, we assume 
investors want a 20 times return of their investment. We can then calculate our venture’s post 
money valuation by dividing our exit valuation by investors’ ROI, which is $ 2,334,483. We 
need $765,000 from investors, which will give us pre-money value of $1,569,483. Overall, 
investors will own 33% of our venture and founders will own 67% of venture. 
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Appendix D: Sensitivity Analysis 

We preformed a sensitivity analysis to determine our key value drivers. First we changed the 

number of Family creation experts needed from 11 to 22. This caused our year five profit to 

change from $3.243 million to $2.799 million and our cash balance to change from $12.607 

million to $11.3 million. It did not cause our cash balance to go negative at any time.  

Originally we predicted that our rent would be $3,500 per month based on the current rental 

prices in Tucson Arizona. We doubled this number to $7,000 to see how this would affect our 

financial statements. We did this because there is a chance that we may locate the business in a 

different city where rent will be higher. This caused our year 5 profits to change from $3.243 

million to $3.218 million and our cash balance to change to from $12.607 million to $12.478 

million. It never caused our cash balance to be negative. 

Originally we predicted that 10% of our customers would choose to use our genetic testing 

services. We adjusted this number to 5% to see how it would affect our financials. This caused 

our year five profit to change from $3.243 million to $3.198 and our year five cash balance to 

change from $12.607 million to $12.435 million. It never caused our cash balance to go negative. 
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Appendix E: Survey conducted at the annual pride event in Tucson 
University Of Arizona 

McGuire Center for Entrepreneurship  

 

1. Do you currently have children?  

 Yes 

 No 

 

2. How likely is it that you will have children in the near future?  

 1 2 3 4 5 6 7  

Unlikely        Likely 

         

 

3. If you are planning on having children rank these options in order of preference. 1 being your      
first choice, 4 being your last. 

  1 2 3 4  

Adoption       

Surrogate       

In-vivo Fertilization       

In-vitro Fertilization     
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4. What are you concerns with the current options? 

 

 

 

 

 

 

 

5. How likely is it that you would pay for a service that matched you with other individuals or      
couples for the purpose of having children and provided professionals to help you through the 
process?  

 1 2 3 4 5 6 7  

Unlikely        Likely 

6. Would you pay an additional fee for any of the following services? Check all that apply  

 Legal Services 

 Psychologists 

 Medical Service 

 Baby Classes 

 Surrogates 

 Other (please explain) 

 

7. What is your gender? 

 Male 

 Female 
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 Transgender 

 Other 

 

 

8. How old are you? __________ 

 

 

9. What is your sexual orientation? 

 Straight 

 Gay/Lesbian 

 Bi-sexual 

 Other 

 

 

10. What is your annual household income?  

 $0 - $19,999 

 $20,000 -$39,999 

 $40,000 - $59,999 

 $60,000 - $79,999 

 $80,000 - $99,999 

 $10,000 or more 

Information Needs 
• Of the people planning on having children, how many would be willing to use our 

services? 
o Is there a big enough market to make this venture successful 
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• Opinions about current options 
• Which current options are most customers planning on using? We will provide many of 

these options and would like to know which are most popular. 
• Which additional services should we provide? 

o Through focus groups we discovered that customers want all services to be 
provided in one place including legal services, baby classes, counselors etc. One 
of the main problems with the current solution is that customers have to find their 
own lawyer, doctor, etc. We would like to know which services are most 
important to customers and which can be outsourced. 

• What age are people who are currently planning on having kids 
o Through secondary data we discovered that gay and lesbian couples often have 

children later in life than heterosexual couples. 
• What is the average income of those who would consider using our services? 

o Through secondary research we discovered that gay couples generally have higher 
than average incomes and lesbian couples usually have lower than average 
incomes. We would like to know the income levels of those who specifically want 
to use our services in this area. 

• Our two main markets are gay couples and individuals. Are there any differences among 
these two populations as far as income, options they are considering, age etc. 
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Instructions 
 

This survey will be administered at the ETHICA conference for gay and lesbian adoption. Field 
workers will include 3 people: Jessie Witthoeft, Thanh Luu, and Hyun Park. 
 
Script 
Hello, my name is _________, I am a student at the University of Arizona. Would you mind 
filling out a brief survey that I am conducting for one of my classes at the McGuire Center for 
Entrepreneurship? It will only take a couple of minutes and your answers will be kept 
confidential. 
 
Sampling 
Approach every third person that you come across and ask them to complete the survey. This 
will ensure that the sample is a random sample. 
 
Clarifications 
Giving clarification of the questions is acceptable; however you should not discuss the business 
or your involvement of it until after the questionnaire is completed to stop bias from entering the 
responses. This includes any vocabulary the participant might not understand, or wording that 
might be confusing.  
 
Storage 
The survey will be taken on a computer, and will be compiled through a Google Document. All 
responses will be kept confidential, displayed by a participant number and their answers on an 
excel sheet.  
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