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Introduction & Outline 

This paper will first explain the entrepreneurial concept by stating the name of the 

venture and the service/product it delivers. Then, it will address the company’s target 

customers/market, competitive environment, and provide a benchmark companies’ analysis. The 

ultimate goal of this discussion will be to demonstrate the alternative value of this new venture 

concept. It will do so by identifying the current replacement service/product, the primary 

alternative value benefit, and the secondary alternative value benefit. In closing, the summary 

statement states the degree of leadership and innovation of the venture in the context of peer 

industries and the overall merits of proposed venture in the context of social value creation. 

   

Venture (Business Plan) 

valueXchange is a web-based solution for both small business owners and potential 

lenders. The core business function is to link potential lenders with small businesses that are 

seeking financial assistance.  

Borrowers 

valueXchange empowers small business borrowers to create a profile on the company’s 

website for a fee, detailing who they are, their background, and a summary of their business and 

its current practice. Any registered small business has the opportunity to register on the website, 

creating a profile for lenders to view and select for potential loan candidates. This peer-to-peer 
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and private lending networking site uses an online forum to develop social connections that are 

mutually beneficial for both parties. In addition, the borrowers complete a loan application using 

the proprietary financial software that provides lenders an in-depth statement of their financing 

needs and the current health of the business. Individual and institutional lenders search 

businesses and offer to assist their financing needs through loans at interest rates that are 

mutually attractive. 

The valueXchange process forms a wealth of exceptionally focused information that has 

never been accessible in such an interactive and sensible format before. The company allows 

customers to communicate anonymously on the valueXchange website and, for a fee, acquire 

contact information for the other party if significant interest has been expressed.  

Business owners seeking a loan in order to expand their businesses or make a major 

purchase will be the target of valueXchange. Owners interested in expanding their businesses, as 

opposed to struggling, are more likely to pay back their loans and prove to be a good investment 

for lenders. 

Borrowers Demographics 

According to Bruce Hodgeman from the Small Business Administration, there are 

approximately 474,500 small businesses in the state of Arizona (Hodgeman, 2009). To focus in 

one particular region, valueXchange will target businesses within the Maricopa, Pinal, and Pima 

counties.  Since 80% of the state’s population is in these three counties, we can estimate a pool of 

313,504 businesses to target. Although a number of these businesses will not meet 

valueXchange’s target characteristics, the pool will be large enough to offer functional small 

businesses and entrepreneurs a sufficient network during the beginning years of operation. 
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Lenders 

valueXchange seeks to target individuals interested in receiving returns on their 

investments higher than a savings account typically offers. Individuals who will use 

valueXchange as a way to invest are people who are knowledgeable of business and have the 

disposable income to invest. 

Quantifying the size of the private-lending industry is difficult because it includes 

everything from individuals pooling their money for loans to big firms with thousands of 

investors. However, Arizona is home to micro lenders that aid Arizona small business owners 

with their finances. According to Debbie Chandler from the Micro Advancement Business 

Center in Tucson, Arizona, many of these institutions are structured as non-profits and do not 

have the marketing budget to reach out to many businesses (Chandler, 2009). valueXchange will 

be a way for them to reach more businesses without the large cost of an advertising campaign.  

Industry Analysis (Business Plan) 

valueXchange is in the Small Business Lending Industry.  This industry consists of 

Commercial Banking (NAICS 522110), Sales Financing (NAICS 522190), Other Depository 

Credit Intermediation (NAICS 522190), and Other Non-depository Credit Intermediation 

(NAICS 522298). Approximately 96,000 establishments compete in this industry with combined 

sales/receipts of approximately $640 billion. About 81,000 of these establishments are from the 

Commercial Banking Industry conducting sales/receipts of $488 billion. According to the FDIC, 

Commercial Banking lending dropped by 7.5% in 2009. Also, the number of banks considered at 

risk to fail is 702 in 2009, compared to 252 in 2008, and 76 in 2007. There is opportunity for 
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other forms of small business lending to absorb the market share previously held by commercial 

banks. 

Alternative Value Analysis 

Replacement Service/Product: Competitive/Benchmark Companies  

 In the online peer-to-peer lending industry, valueXchange has two main competitors: 

FundingPost and Prosper.com. FundingPost has been around for almost ten years. It brings 

together investors and entrepreneurial start-up businesses. However, unlike valueXchange, in 

order to become a lender on FundingPost, the lender must be registered as a professional lender 

(i.e. angels). Prosper.com is the nation’s largest person to person lending marketplace. It has 

conducted over $189 million worth of loans since 2006 (Prosper). By examining the online 

competitors, valueXchange is confident in the validity of its business model and its 

sustainability. 

 On the non-online p2p lending network, small and start-up businesses currently apply for 

loans through local and national banks. Usually, a representative (either the entrepreneur or the 

business owner) looking to expand his/her business or looking for financial assistance goes to a 

bank to start the loan application process. It begins with filling out a loan application form, 

which asks for social security number, W-2’s, recent pay stubs, and other documentation 

regarding income and credit scores. Then, the loan gets processed and sent to the underwriters 

who compare facts in the applicant’s file to the guidelines of the loan type being offered, and 

make sure all the conditions are met favorably.  

 With the recent economic recession and the credit crunch, it has become increasing more 

difficult to obtain loans through traditional banking. At the same time, businesses need money 



6 
 

more than ever due to the overall lack of demand. valueXchange seeks not only to aid business 

borrowers with financial assistance, but also to stimulate local economy and generate cash flow 

in the market for a faster recovery.  

Alternative Social and Economic Value  

Clearly, the primary value of valueXchange business model is to provide financial 

assistance to borrowers and to generate a favorable rate of return on an alternative investment 

vehicle for the lenders. The alternative social and economic value of the business model, 

however, begins in Arizona initially. As the company sets to launch, valueXchange focuses only 

in three main counties (composing roughly 80% of all Arizona businesses): Pima County in 

Tucson, Pinal County in Yuma, and Maricopa County in Phoenix. By allocating the financial 

resources from the lenders to the financially needy borrowers, valueXchange seeks to stimulate 

economic growth in Arizona. In addition, the loans will help businesses prosper and generate 

additional cash flow within the State of Arizona. According to Keynesian economic theories, 

continuous spending in the economy creates a multiplier effect that increases the wealth of the 

overall economy (Keynesian). Currently with the economic recession and strict loan policies at 

the banks, businesses cannot effort to expand or support themselves financially, and this causes 

the economy to slow down even more. valueXchange connects businesses with financial 

assistance from those who are financially capable and looking for a favorable return rate; this in 

turn helps to create a multiplier effect. 

The secondary alternative value that valueXchange provides is in job preservation and 

creation. Very often, the overall status of the economy is measured by percent of employment. 

By allowing businesses to expand and by preventing businesses from shutting down due to lack 
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of financial assistance, valueXchange preserves jobs that could have been loss and creates more 

jobs through the expansion of business.  

Defaults of loans are inevitable. Although valueXchange bares no liability to the lenders 

if loans were to default, the provided extensive application process aims to eliminate the risk of 

fraud and aims to raise the cautiousness and awareness of the lenders prior to lending. The 

anonymous communication process and loan negotiation process is a crucial stage for lenders to 

mitigate choosing bad borrowers.  

Closing & Summary 

valueXchange is not the first online venture that connects borrowers with lenders. It is 

not the first venture to focus its core customers to business borrowers and lenders. It does not 

have the most innovative or technological advanced website. But it is serving a need at a very 

critical time. valueXchange is proposing a local economic stimulus plan for the State of Arizona. 

Many successful businesses looking to expand are getting rejected from banks due to the credit 

crunch. valueXchange aims to solve these problems and in turn create alternative value to help 

stimulate local economy and create more jobs. With valueXchange, the borrowers have been 

given the chance to save their businesses, the lenders have gained profitable interests on thier 

investments, and both the borrower and the lender have created real social value. valueXchange 

automates the private lending industry, acting as the bridge that spans the chasm between 

community business owners and lenders – a platform for creation of real opportunities. 
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