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0 Warmer

You have a great business idea but not enough money to put it into action. Who or where could you go to
for financial help?

e Key words

Complete the definitions using key words from the text. The paragraph numbers are given to help you.

1.
2.
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1.
12.
13.

14.
15.
16.

money given to help someone (para 3)

people who use money to start businesses and make business deals (para 6)

equal parts of a company that you can buy as a way of investing money
(para 7)

benefits or advantages that you get from a situation (para 7)

new, original and advanced (para 7)

when people achieve success according to their achievements and abilities (para 8)

support the value of something (para 8)

provide the money for something that costs a lot (para 8)

companies that sell the same goods or services as another company (para 13)

funny or silly (para 13)

a small tool or piece of equipment that does something useful or impressive (para 16)

ways of getting income from business activities (two words, para 18)

made small changes to something in order to make it as good or as effective as possible
(para 19)

at the very beginning of a career that is likely to be successful (para 19)

the act of completing something that you have planned to do (para 20)

change the way of running something so that the people in it are more equal and can share in making
decisions (para 21)

e Understanding the headline

The headline includes a play on words. Read the first five paragraphs and explain the word play. Then read
the rest of the article.
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Crowdfunding powers dynamic
business

From gravity lights to cat cafés, investment
sites such as Indiegogo help entrepreneurs’
projects take off

Lisa O’Carroll
31 May, 2013

It could be the best thing since Trevor Baylis’s
wind-up radio in the pre-internet 1990s — a
cheap light that draws free power from gravity
and could end the use of dangerous
kerosene-fuelled lamps in Africa and India.

But when British designer, Patrick Hunt, went
down the conventional route of bank or venture
capital finance to get his invention kickstarted
commercially, he hit a problem. “We tried to

get funding to make it happen, but it's slow and
complex and it's unproven and nobody wants to
take a risk,” he said.

So he tried crowdfunding on a US website,
Indiegogo, which had recently opened up in the
UK. Within five days, he had hit his target and
raised £36,200. So popular was his campaign
at the end of 2012 to entice donations from

the public that within 40 days he had raised a
colossal £400,000.

The LED light is powered by a dynamo driven by
the descent of a 10kg bag of rocks. The weight
is attached to the light, lifted to a height of about
2m, and while it is allowed to slowly fall to the
ground it will generate enough power for half an
hour of light.

Hunt is preparing for production in China and will
test the market again by delivering 1,000 of the
lights to Africa before the full mass production of
what he hopes will be millions of units.

He is one of a new wave of entrepreneurs
turning to the fast-growing crowdfunding industry
for finance. Another new site is InvestingZone,
which matches wealthy individuals with

start-up entrepreneurs.

Indiegogo does not offer shares but allows users
to offer “perks” for different levels of donation —
those helping to fund Hunt'’s innovative light not
only got to feel good about helping the less well
off but also got their own light.

For Danae Ringelmann, co-founder of
Indiegogo, the “gravity light” is a perfect example
of how meritocratic crowdfunding can be and

how it can test an entrepreneur’s idea. “It is the
first time that finance has been fast, efficient and
meritocratic, because it is not about ‘How do |
get access to the decision makers in that bank?’
or ‘Who do | know in that venture capital outfit?’
This is all about proving your worth to your
customers and fans, getting them to validate
your idea and fund it.

“Even ideas that aren’'t deemed worthy to get
funding are worth testing, because you will have
saved yourself a whole bunch of time finding out
it wasn’t a good idea and getting smarter faster,”
she says.

10 Ringelmann, who is based in the US, started
her career as a Wall Street analyst. In 2008, she
decided to quit and use her skills to try and help
friends who worked in the arts to raise money.

11 The site was originally focused on the film
business and launched at the Sundance Film
Festival that year.

12 Five years on and it is raising about $2m a
week for new businesses in start-up and growth
stages. In December 2012, it launched a euro
and a sterling service to get a foothold this side
of the Atlantic and says Britain is its third biggest
market. International activity is up 41%
since December.

13 There is no shortage of competitors, be it
Kickstarter, Seedrs or Funding Circle, but,
unlike rivals, says Ringelmann, Indiegogo is the
only crowdfunder where anyone can launch a
campaign. No project is deemed too wacky.

14 The site levies a 4% fee for successful
campaigns. For those that fail to raise their
target amount, users have the option of either
refunding all money to their contributors at no
charge or keeping all money raised but with a
9% fee.

15 A British woman, Lauren Pears, raised £100,000
to open a “cat café” in London through the site.
Known as Lady Dinah’s Cat Emporium, it is
yet to open but is billed as somewhere people
can “come in from the cold to a comfortable
wingback chair, a hot cup of tea, a book and
acat’.

“We've seen campaigns that go to venture
capitalists get rejected because the venture
guys say, ‘Great idea but no idea if the market
actually wants it; it could be a gadget that no
one cares about,” said Ringelmann.
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17 “The entrepreneurs do an Indiegogo campaign —
they don’t even actually launch the project,
but the campaign itself is enough market proof
for venture capitalists to say there is a market
for this.

18 “It allows you to test your market, test your
pricing, test your features, discover new revenue
streams, get vital feedback,” says Ringelmann.

19 With her Wall Street background and the
experience of helping 100,000 businesses and
services raise finance, Ringelmann has
fine-tuned her advice for the
budding entrepreneur.

20 “Ideas are a dime a dozen. It’s all about the
execution and, if you are afraid that your idea
will be stolen by someone who could execute it
better and faster than you, then you are not the

0 Comprehension check

Answer the questions using information from the text.

right person to execute that idea. It’s all about
confidence to move fast and to learn,” she says.

21 For Ringelmann, the expansion into Europe and
a deal with a web transaction provider, which
will allow payments to be made through local
card services like Maestro in the UK and Carte
Bleue in France, as well as PayPal, are part of a
dream to democratize finance. More than 7,000
campaigns for finance are live on the site.

22 While crowdfunding as an alternative to banks
has grown, it has limited appeal to big-bucks
investors, who don’t settle for anything less than
a stake in a promising business. That could start
to change in the UK with the launch
of InvestingZone.

© Guardian News and Media 2013
First published in The Guardian, 31/05/13

1. What is the name of the fundraising method that the article is about?

Explain how Patrick Hunt’s invention works.

N o o 2w Db

What charges are made on unsuccessful campaigns?

What three entrepreneurial start-up business ideas are mentioned in the article?

What fee does Indiegogo charge for successful campaigns?

Why might an unsuccessful campaign still be considered useful?

What does Ringelmann say about people who are worried about acting on their business ideas?
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e Multi-word expressions

a. Complete these multi-word expressions from the article.

1. go down the route

2. his target

3. anew of ...

4. proving your to ...

5. deemed to ...

6. shortage of ...

7. failto their target amount
8. adimea

9. are on the site

10. big- investors

b. What are the expressions used in connection with? Find them in the article to read them in context.

G Webquest

a. Which five crowdfunding sites are mentioned in the article?

b. Choose a crowdfunding site to investigate further. Answer the questions below, then present your
findings to your group.

1. What information does the homepage provide?

2. When you enter the site, what campaigns are being featured?
3. How can you enter your campaign on the site?

4. How can you invest in a campaign?

5. Which language and currency is the website in?

6. What other interesting information can you find?

e Discussion

a. What advantages and disadvantages can you see for entrepreneurs and investors using a
crowdfunding website?

b. Someone you know has a potentially successful business idea. What advice would you give them?
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2 Key words
1. donations

2. entrepreneurs
3. shares

4. perks

5. innovative

6. meritocratic

7. validate

8. fund

9. competitors

10. wacky

11. gadget

12. revenue streams
13. fine-tuned

14. budding

15. execution

16. democratize

3 Understanding the headline

If a business is dynamic, it is continuously changing,
growing or developing — this is one meaning of
dynamic. The other meaning alluded to in the headline
relates to a dynamo, a piece of equipment that
converts the movement of an engine or machine into
electricity — Patrick Hunt has designed a light powered
by a dynamo.

Comprehension check

1. crowdfunding

2. awind-up radio; a dynamo-driven light (gravity
light); a cat café

3. The LED light is powered by a dynamo driven by
the descent of a 10kg bag of rocks. The weight is
attached to the light, lifted to a height of about 2m,
and while it is allowed to slowly fall to the ground it
will generate enough power for half an hour of light.

4. 4%

5. There is a 9% fee (or users can refund contributors’
money at no extra charge).
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It allows you to test your market, test your pricing,
test your features, discover new revenue streams,
and get vital feedback.

She thinks they should give up because they will
not succeed.

Multi-word expressions

.and b.

conventional (obtaining finance)
hit (of funds needed)

wave (... entrepreneurs)

worth (... customers and fans)
worthy (... get funding)

no (... competitors)

raise (unsuccessful campaigns)
dozen (ideas)

live (7,000 campaigns for finance)
0. bucks (venture capitalists)

6 Webquest

a. Indiegogo; InvestingZone; Kickstarter; Seedrs;
Funding; Circle

b. Teacher’s note: If you don’t have internet access

in class, set this task as homework.
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