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[bookmark: _Toc25503756][bookmark: _Toc25504076][bookmark: _Toc25504174][bookmark: _Toc25504175]Executive summary
Sydney Angels is a not-for-profit angel investment organisation, with a membership base of more than 100 investors, who pay an annual fee for the opportunity to invest in new start-ups and participate in training and networking.
The business model requires both a healthy membership base of dues-paying investors and continued volumes of high-quality start-up talent to remain viable in the marketplace. 
Changes in the marketplace are impacting on the continued success of the business, and Sydney Angels now competes for investment opportunities against a range of alternative funding sources, including venture capitalists, start-up incubators and accelerators, and crowd funding platforms.
To future-proof the business model and reduce the risks posed by competitors, the organisation must ensure they provide value to their chosen start-ups to alleviate the risk that entrepreneurs will bypass Sydney Angels in favour of faster methods of funding, such as government grants and online crowdfunding platforms.


[bookmark: _Toc25504176]Introduction 
Sydney Angels is an angel investment group which has seen a decrease in the quantity and quality of start-up applications in 2018- 2019, despite changes in economic and technologic conditions which have made becoming an entrepreneur easier than ever. 
With the emergence of crowdfunding and online networks challenging the idea that external funding is needed for a successful start-up, and innovative technology and ideas coming from individuals and communities outside the mainstream, Sydney Angels needs to understand the current state of the industry, and evaluate their competitive and strategic positioning within the marketplace.
This report will briefly describe the current state of the investment industry using the PESTEL framework, before presenting a TOWS analysis of Sydney Angels and providing recommendations for the continued success of the organisation.   
[bookmark: _Toc25504177]Main Findings 
The PESTEL analysis, which can be found in Appendix A, identified significant external factors likely to impact the investment landscape and the operations of Sydney Angels in the future, including increased government funding for small business, and the rise of social networking and crowdfunding as a non-traditional way to secure investment.
A TOWS analysis was completed to further understand how these factors could impact Sydney Angels, and to identify whether Sydney Angels has the internal strengths required to take advantage of any opportunities on the horizon. 
The TOWS analysis forms the structure of this report, and provides an overview of market threats and opportunities, and Sydney Angels weaknesses and strengths. This analysis does not provide prioritisation of issues raised, which is a noted limitation of the format.
[bookmark: _Toc25504178]Potential Threats
In the past decade the investment landscape has changed considerably, and new players have entered the market, resulting in increased competition for investment opportunities. 
These innovations emerged in part due to the difficulty’s entrepreneurs faced attempting to get funding post 2008 financial crisis and have been amplified through advances in technology and the continued popularity and influence of online social media networks. (Block, et al., 2018)
[bookmark: _Toc25504179]Government Support for Entrepreneurs
The current Australian government is interested in stimulating job growth through start-up investment and in 2015, announced the National Innovation and Science Agenda (NISA), which included a focus on supporting Australian entrepreneurs by making funding more accessible. (Department of Industry, Innovation and Science, 2019)
With support from government initiatives, the number of start-ups seeking funding through traditional channels is likely to decrease, and there has already been a documented decline in angel investment in Australia, which in 2018 saw angel investment dollars down 67% from 2017. (Redrup, 2019) 
[bookmark: _Toc25504180]New Technology Facilitates Investment Alternatives 
Thanks to television shows such as Dragons Den and Shark Tank, investment has become mainstream, which, combined with the rise of crowdfunding platforms such as Kickstarter, has made it easier than ever for the public to participate in the investment process.
Crowdfunding platforms demonstrate how technology can pose a significant threat for traditional investors, with Kickstarter alone responsible for channelling 4.18 billion dollars of investment towards more than 170 thousand successfully funded projects since launching in 2009. (Kickstarter, PBC, 2019)
Sydney Angels now must compete for investment opportunities against a range of alternatives, including incubators, accelerators, and crowdfunding platforms.
[bookmark: _Toc25504181]Potential Opportunities  
[bookmark: _Toc25504182]Increased entrepreneurship 
From the 2008 global financial crisis came an increase in self-employment and entrepreneurship, as high unemployment rates lead skilled workers to start businesses at a higher rate than in a more favourable economic climate. (Fairlie, 2013)
Additional support for would-be entrepreneurs comes from the rise of co-working spaces, which reduce the costs involved in renting office space, as well as providing a community to share and learn from. (Bouncken & Reuschl, 2018)
These factors combined result in a larger pipeline of start-ups seeking funding, and more qualified, valuable investment opportunities for Sydney Angels to pursue. 
[bookmark: _Toc25504183]Technology reduces new business overheads
Digital disruption within other industries has reduced the resources required to start a business, with third parties providing services such as dropshipping, which eliminates the need to rent warehouse space for selling physical products, or outsourcing design and admin tasks with platforms such as Upworthy. 
These technological advances work together to decrease cost and complexity for start-ups, allowing investors such as Sydney Angels to provide funding for higher value business activities, reducing the time it takes for a new project to become profitable.
[bookmark: _Toc25504184]Identified Weaknesses
[bookmark: _Toc25504185]Lack of resources for improvement and development 
Sydney Angels is not equipped to take advantage of many opportunities presented to them, as day to day admin tasks leave no resources for process improvement or market analysis. Sydney Angels is aware of competing organisations in their marketplace, but do not have a clear strategy to assess or react to any emerging forces that may impact on their ability to attract deals and members.
[bookmark: _Toc25504186]Lack of diversity
Sydney Angels struggles to attract a diverse investor membership, with 95% of the organisation’s investors being Australian males aged 50 plus. This lack of diversity directly impacts the deals Sydney Angels invests in, which historically have been in companies predominantly founded by men. While female led companies perform on par with male fronted counterparts, on average they receive less funding which is an effect that could be countered by more balanced gender representation among investors. (Demartini, 2018)
[bookmark: _Toc25504187]Core Strengths
[bookmark: _Toc25504188]Leveraging member knowledge and networks
Outside of funding, Sydney Angels provides start-ups with mentorship, guidance, and networking opportunities thanks to the years of industry experience and knowledge of members. 
Sydney Angels has the opportunity to strengthen their brand and increase deal flow through increased involvement in the start-up community, and better communication of the organisations unique value proposition for early stage start-ups.
[bookmark: _Toc25504189]Positive reputation
Sydney Angels has an excellent reputation, with a board comprised of respected professionals who are all successful angel investors in their own right.
The board, along with members and staff, are immersed in the start-up community, resulting in Sydney Angels being a trusted and credible organisation within the start-up ecosystem.
Their reputation is a valuable asset and is, outside of member networks, the core channel Sydney Angels utilises for sourcing new start-ups to pitch for investment. 
[bookmark: _Toc25504190]Conclusion 
Overall, Sydney Angels is in an enviable situation, with a number of opportunities identified which would continue to grow the pool of qualified start-ups for their members to invest in, however without processes and resources in place to allow the organisation to adapt to advances in technology and remain aware of new competitors as they arise, the future of Sydney Angels will not be guaranteed.
A track record of solid returns on member investments along with an active member base has allowed Sydney Angels to function well in the current environment, however the organisation needs to address changes in market conditions in order to remain a desirable option for new start-ups seeking funding in the future
[bookmark: _Toc25503773][bookmark: _Toc25504093][bookmark: _Toc25504191][bookmark: _Toc25503774][bookmark: _Toc25504094][bookmark: _Toc25504192][bookmark: _Toc25503775][bookmark: _Toc25504095][bookmark: _Toc25504193][bookmark: _Toc25504194]Recommendations 
Sydney Angels should utilise the Business Canvas or Lean Canvas Model to accurately define and understand their offering, to effectively communicate to members and start-ups the benefits of Sydney Angels beyond the monetary investment. 
Acknowledge and address the lack of diversity within Sydney Angels membership base to expand the networks and opportunities considered. 
Sydney Angels must develop a strategy to assess, implement and adapt to new technologies considering the emerging competitor funding opportunities. Otherwise, they face the threat of member investors finding better quality deals outside of the organisation, while start-ups secure funding through alternative channels without the lengthy application processes.
Operationally, Sydney Angels is very lean, with minimal salaried staff and a volunteer board. As competitors for fresh start-up talent arise, Sydney Angels should invest more in marketing activities to support their business model and grow the number of start-up investment opportunities that members are presented.
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Political

«  Government increasing or decreasing start-
up funding impacts SA’s investment
opportunities and pipeline

«  Government positive focus on Innovation
encourages entrepreneurial ventures and
improves opportunities for SA

«  SA must comply with non-profit
regulations

« Current government is keenly interesting in
stimulating job growth through start-up
investment and has set up many
governments funded start-up hubs to

bolster start-up community

Economic

« Easily accessible to start-ups to apply for
funding

« Not for profit organisation — majority of
investments are made at the individual level

«  Many investors are long standing members
and are not as active, new members invest
more cash more often.

« New funding platforms are gaining traction
in the market including significantly
increased numbers of crowdfunding
sources, rise of organisations such as
AngelList who connects Angel investors

with start-up opportunities online

Technological

» Increased funding conducted online with online
platforms threatening to impact in person models such
as SA

« Increased landscape of new ventures

» Increased use of social media to raise funds and
provide messaging about opportunities

« Rise of online communities which have lifted the
shroud of secrecy from investing, entrepreneurs can
share experiences and provide insight to others on
how/where best to get funding

« Utilisation of third party providers such as ‘drop
shippers or Upworthy’ decreases cost and complexity
for start-ups to provide products and add extra staff

« Given the most business can be conducted
successfully online location is no longer a barrier for

entrepreneurs
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Environmental

«  Data management of investor data and
start-up data

« Utilising awareness that comes from being
seen as a local at the Sydney Start-up Hub

« Financial requirement to start a business

have decreased significantly

Legislative
« Regulations enabling entrepreneurship and
entrepreneurial finance

+ Legality of crowdfunding platforms

Social

«  Angel investing pushed to the forefront due to media
attention from shows such as Dragons Den and Shark
Tank etc

«  Anyone now has the ability to be entrepreneurial with
financial barriers of entry for a company have been
reduced significantly

«  Crowdfunding platforms can be early indicators for
popular ideas with some start-up’s gaining full
funding in a matter of hours, this creates an
opportunity for SA to provide the next level of
funding and coaching support for founders

«  Start-up’s and investors are gravitating to conducting
deals and due diligence online

« Increased number of women entrepreneurs and

investors





