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What have we learned until now?

o Timing of Business Idea

o Market of Business Idea

o Sustainability of Business Idea

o Financing of Business idea

https://www.youtube.com/watch?v=mcvqOUtcAJg
https://foundr.com/cyan-taeed-envato/?utm_medium=social&utm_source=Twitter&utm_campaign=blog&utm_term=cyan-taeed-envato&utm_content=blog-post-page


Revenues, Finance, Control

• Find the right market

• Create a sustainable value architecture

• Find the appropriate business model

https://www.youtube.com/watch?v=u35dOEOOSBU


Why Most New Ventures Need Funding



Capital Needed

Technological Risk

Idea CommercializationDevelopment 
of Product

PrototypeProof of 
Concept

Why Most New Ventures Need Funding
Technological Risk and Capital Needed For High Growth Companies



Funding Sources (Pecking Order)

1. Personal Funds
2. Family and Friends
3. Bootstrapping
4. Government
5. Business Angels
6. Venture Capital
7. Partnering
8. Debt Financing
9. Crowdfunding
10. IPO



Personal Funds
• Most start up begin this way.
• Least expensive in terms of cost and control
• By showing that founders are prepared to take 

a personal financial risk, their personal 
commitment serves as a signaling function in 
face of imperfect information about the quality 
of the founders' venture projects 

• Sources include:
• Savings
• Life insurance
• Mortgage on a house or car



Family and Friends (1 of 2)

• Survey: 10% of business owners turn to family and friends for capital

• The resource inflow can be organized in many and diverse ways and 
often there will be no formal agreements regarding dividends and other 
terms and conditions (Shulman 1997).

• A formal agreement, however, will include:
• Amount of money involved

• Terms of the money

• Rights and responsibilities of the investor

• Steps to be taken when a business fails



Family and Friends (2 of 2)

Advantage
• Easy to obtain money
• More patient than other investors  

Disadvantage 
• Direct input into operations of a 

venture
• Tensions can develop between the 

participants



Bootstrapping (1 of 4)

Most entrepreneurs 
get their businesses 
started by 
bootstrapping.

bootstrapping   

operating a 

business as 

frugally as 

possible and 

cutting all 

unnecessary 

expenses.



Why bootstrapping?

Disadvantages of using outside capital
• Takes between three and six months to raise (if 

you are lucky)
• Decreases a firm’s drive for sales and profits
• Increases the impulse to spend
• Decreases the company’s flexibility
• May cause disruption and problems in the venture



Four basic rules for effective bootstrapping:
1. Overhead matters
2. Employee costs are the single biggest 

recurring cost
3. Reduce operating costs
4. Marketing matters, but know your 

customers and where they go for 
information

Bootstrapping (3 of 4)



Examples of Bootstrapping Methods

Buying used instead of

new equipment

Coordinating purchases

with other businesses

Leasing equipment 

instead of buying

Obtaining payments in

advance from 

customers

Minimizing personal

expenses

Ask suppliers to allow for

longer payments terms

Buying items cheaply but

prudently via options

such as eBay

Sharing office space or

employees with other

businesses

Hiring interns,

part-time employees 

and freelancers





A case history

https://medium.com/startup-grind/eventbrite-ceo-julia-hartz-from-4-years-bootstrapping-to-a-unicorn-company-8393189264df#.s7488e12j


The Valorization Process 
Typical Financing for High growth Firm



Business Angels

❑Are private investors who invest in  emerging business 
start-ups in exchange for equity stakes in the company

▪ Ideal for companies that are too big for friends and 
family investors, but too small for VC companies

▪ Most likely to finance start-ups with capital 
requirements in the $10,000 to $2 million range

❑The prototypical business angel has high income and 
wealth, is well educated, has succeeded as an 
entrepreneur, and is interested in the start-up process.  

❑Most angels prefer to maintain a low profile so the key 
is finding them! 



Source: Osnabrugge and Robinson, Angel Investing (2000), 

The Pros and Cons of Business Angel Investments



Venture Capital

• VC is money that is invested by venture capital firms in start-ups and small 
businesses with exceptional growth potential.  

• Venture capital firms are limited partnerships of money managers who 
raise money in “funds” to invest in start-ups and growing firms.  

• The funds, or pool of money, are raised from wealthy individuals, 
pension plans, university endowments, foreign investors, and similar 
sources.  

• The investors who invest in venture capital funds are called limited 
partners.  

• The venture capitalists are called general partners.  



Venture Capital

• Venture capital firms fund very few entrepreneurial firms in comparison 
to business angels. 

• Many entrepreneurs get discouraged when they are repeatedly 
rejected for venture capital funding, even though they may have an 
excellent business plan. 

• Venture capitalists are looking for the “home run” and so reject the 
majority of the proposals they consider. 

• Venture capitalists fund between 3,000 and 4,000 companies per 
year, compared to about 52,000 per year for business angels.  



• Advice and contacts

➢ Provide management advice and access to valuable 
networks of contacts of suppliers, employees, 
customers, and other sources of capital

• Control

➢ Entrepreneurs must give up a portion of their 
businesses in exchange for funding

• Some VCs take an active role, others are passive 
investors 

Venture Capital
More than just funding





Main Differences Business Angels Venture Capitalists

Personal Entrepreneurs Investors

Firms funded Small, early-stage Large, mature

Due diligence done Minimal Extensive

Location of investment Of concern Not important

Contract used Simple Comprehensive

Monitoring after 

investment

Active, hands-on Strategic

Exiting the firm Of lesser concern Highly important

Rate of return Of lesser concern Highly important

Source: Osnabrugge and Robinson, Angel Investing (2000) 

Business Angels vs. Venture Capitalists 





• Capital can also be provided through relationships with 
customers, suppliers, rivals, etc. 

• Partnership may take the form of joint ventures, licenses, 
distribution arrangements, cross ownership/support 
agreements.

• This is a longer-term, deal-specific approach, typically 
appropriate solely for the more mature business.

Partnering



Partnering

Advantages

A business owner who partners 
with a compatible, strong partner 
can take advantage not only of 
their partner’s sources of 
financing, but also their business 
acumen, employees, equipment 
and other resources such as 
complementary assets.

Disadvantages

➢ giving up personal 
control; 

➢ diluting ownership; 

➢ sharing profits.



• Banks provide 50% of the dollar value of loans to small 
businesses  

• Reasons for borrowing:

➢ Increasing the company’s workforce and/or inventory to 
boost sales

➢ Gaining market share

➢ Purchasing new equipment

➢ Refinancing existing debt

➢ Taking advantage of cash discounts

➢ Buying the building in which the business is located

➢ Establishing a relationship with a lender

➢ Foreseeing a downturn in business  

Debt Financing

Two general types:
Conventional

and asset- based



Conventional bank loans (cash flow financing)

• Banks look primarily at a business’ income statement to 
determine if it can generate sufficient cash flow in the future to 
service the debt. 

• In this way, banks lend primarily based on what a business has 
done financially in the past, using this to gauge what it can 
realistically be expected to do in the future. 

• It’s what is called “looking in the rear view mirror.”



Debt Financing: Asset-based loans

• Asset-based lending may be an alternative for startups that 
don’t qualify for a conventional bank loan

• Commercial finance asset-based lenders look at a business’ 
balance sheet and assets — primarily:
➢its accounts receivable 

➢its inventory

➢its equipment

➢its real-estate\

➢its property rights



Debt Financing

Advantages

➢No relinquishment of ownership 
is required.

➢More borrowing allows for 
potentially greater return on 
equity.

➢During periods of low interest 
rates, the opportunity cost is 
justified since the cost of 
borrowing is low.

Disadvantages

➢ Regular (monthly) interest 
payments are required.

➢ Continual cash-flow problems 
can be intensified because of 
payback responsibility.

➢ Heavy use of debt can inhibit 
growth and development.



Crowdfunding

▪ Crowdfunding is the practice of funding a project or venture by raising 
monetary contributions (-- $10, $50, $100, maybe more) from a large 
number of people, typically via the Internet. 

▪ This has all become possible in recent years thanks to a proliferation of 
websites that allow nonprofits, artists, musicians -- and yes, startups-- to 
raise money. 

▪ Gained traction in the United States after the 2003 launch of ArtistShare, 
the first online crowdfunding platform.

▪ There is more than 1.000 of crowdfunding 
platforms around the world, with 
fundraising reaching billions of dollars 
annually.

http://en.wikipedia.org/wiki/ArtistShare


• Donation-based:

• Supporters make donations to your project and receive nothing in return (beyond the 
satisfaction of participating in your start-up). (i.e. Migranodearena) 

• Rewards-based:

• In exchange for a small amount of money, funders receive something. This is the 
perfect situation if you have a product to bring to market. (i.e. Kickstarter, Goteo)

• Debt-based crowdfunding:

• A simple lending strategy where small amounts of money are repaid with interest 
(Somolend).

• Equity based:

• By far the most complicated. Money is exchanged for a shareholder stake, which adds 
extra responsibility on the owner’s (your) part. (i.e. startupvalley.com, crowdcube.com, 
seedrs.com) https://www.seedrs.com/freeagent

Crowdfunding
Four types 

https://www.seedrs.com/freeagent






Crowdfunding, Finance, Storytelling

Ok, but what does it mean exactly??

Got it… But does it REALLY help me 
to raise money??

https://medium.com/swlh/how-to-use-storytelling-in-your-startup-d8b57db375fd
https://www.youtube.com/watch?v=kPXdTYt6u4E
https://www.kickstarter.com/projects/antsylabs/fidget-cube-a-vinyl-desk-toy
https://www.youtube.com/watch?v=m5eq0TVxCKw




And now…the Pitch

https://www.youtube.com/watch?v=tMuKfFw6GZg&index=16&list=PLEH1z4zOhD3B2cceVPUKoJ_Tg9T5H2_FZ
https://www.youtube.com/watch?v=I0NmZPYX9Ug&index=13&list=PLEH1z4zOhD3B2cceVPUKoJ_Tg9T5H2_FZ


Initial Public Offerings (IPOs) 

An initial public offering (IPO) is a 
popular way to raise a lot of 
money for growth since all 
proceeds go to the company.

➢ Is a way to raise equity capital to fund 
current and future operations.

➢ Raises a firm’s public profile, making it 
easier to attract high-quality customers 
and business partners

➢ Creates a form of currency that can be 
used to grow the company via 
acquisitions.  

initial public offering 

(IPO):   the sale of stock 

in a company on a public 

stock exchange 



Initial Public Offering

Advantages
➢ Obtaining new equity capital 

for growth and survival.

➢ Enhancing valuation due to 

greater liquidity.

➢ Ease in raising additional 

capital.

Disadvantages
➢ Public exposure and potential 

loss of control.

➢ Loss of flexibility and increased 

duties to public stockholders and 

administrative burdens.

➢ Expenses involved ($700,000).

▪ The Sarbanes-Oxley Act ↑

➢ Exasperating process.



The Dos and Don’ts of Raising Capital  

▪ Sharpen Your Focus:

▪ Know Who You Are Pitching To

▪ Try to Get a Referral Into the Investor or VC Firm

▪ Have a Good Advisory Board

▪ Have Good Legal Counsel

▪ Make Sure You Have a Handle on Your Secret Sauce

▪ Have a Great Business Plan & Executive Summary

▪ Line Up Your References

▪ Be Specific About Your Funding Requirements



• Financial Projects with Unrealistic, Unfounded Assumptions:

Crazy, Wild, Optimistic Revenue Numbers

Unrealistic Expenses

Underestimating the Total Size of Investment to Achieve Scale

▪ Talking About Large, Generic Markets 

▪ Focusing Only on Proprietary Technology 

▪ Asking for NDAs

▪ Focusing Too Much on the Future at the Expense of the 12 Month 
Milestone

▪ Avoiding a Discussion of Your Competition or Actually Claiming Your 
Venture “Has No Competition”

The Dos and Don’ts of Raising Capital  



Money

Time

High Growth

Lifestyle

Seed Startup Early Growth Expansion Maturity

▪ You have an idea

▪ Writing the business plan

▪ Investigating the market

▪ Looking for people to join you

▪ Creating a prototype/demo of product or service

▪ Investigating patents

Growth Stages and Funding Sources
1. Seed Stage Financing



Money

Time

High Growth

Lifestyle

Seed Startup Early Expansion Maturity

▪ You have a new business

▪ Business plan is solid

▪ Patents, if any, may be in process

▪ Product demo or prototype has traction –

interested clients/investors

▪ Maybe some initial sales

▪ Key management, in place or on sidelines

Growth Stages and Funding Sources
2. Startup



The risks of the startup phase

http://www.telegraph.co.uk/women/womens-business/11613924/Careers-
advice-from-Upper-Street-shoes-CEO-Julia-Elliott-Brown.html

http://www.telegraph.co.uk/women/womens-business/11613924/Careers-advice-from-Upper-Street-shoes-CEO-Julia-Elliott-Brown.html
http://www.telegraph.co.uk/women/work/the-truths-about-failure-that-every-entrepreneur-needs-to-embrac/
http://www.telegraph.co.uk/women/womens-business/11747474/Crowdfunding-Online-gambling-for-women.html


Money

Time

High Growth

Lifestyle

Seed Startup Early Expansion Late

▪ Success in marketplace

▪ Hiring sales and marketing

▪ Hiring operations

▪ Office space/warehouse/manufacturing

▪ Equipment purchases

Growth Stages and Funding Sources
3. Early-Stage Financing



Money

Time

High Growth

Lifestyle

Seed Startup Early Expansion Maturity

▪ Growing quickly

▪ More hiring

▪ Transition from initial admin/operations to full scale

➢ Move offices to accommodate hires

➢ New production facilities/hardware

➢ Invest in marketing

➢ Invest in product development

▪ Competition takes notice

▪ Fire-fighting, keeping the wheels on

Growth Stages and Funding Sources
4. Expansion Stage



Money

Time

High Growth

Lifestyle

Seed Startup Early Expansion Late

▪ Continued growth

▪ Formalize organization

➢ Departments are created

▪ Who is that person?

▪ National presence in market space

▪ Focus turning to margins and 

efficiency

Growth Stages and Funding Sources
5. Late-Stage Financing



Raising funds – Do’s and Don'ts

Do’s

Know the field you are going to be in like the palm of your hand
◦ Don’t suffice with “I’ve spoken to potential customers who said 

they would buy as soon as it’s available”

◦ Don’t suffice with theoretical market researches

◦ Don’t hesitate to talk to competitors

Build and further your idea as much as you can – and more
◦ Don’t say “as soon as I have the funds I start”

◦ Don’t say “as soon as I leave my job I start”

◦ Don’t WAIT (if you are not eager, why would the investor be?)



To Summarize….

https://canvanizer.com/canvas/nAUoKzQGsbo
https://www.youtube.com/watch?v=Y7D2VlLH9Sg


Creating Startups works like this….

https://www.facebook.com/aaronjawshomoki/videos/1269166616457428/


https://it.linkedin.com/in/dario-peirone-343a474

@darius_venture

dario.peirone@unito.it

…”Success is going from failure to failure, 

without loss of enthusiasm”

Winston Churchill


