Financial Guide for Startup Funding

Learn with us in the Financial Guide for Startup Funding everything related to funding
support. As a startup, without funding, you will sink into debt.

Startup funding is the fuel on which every business runs. A business can take various forms
to attain funding, and many options can be used.

Simultaneously, the chosen funding depends on the entrepreneur's desire to be in debt, how

solvent the business startups are at the time the business is established, and the money needed
for a business to launch and maintain itself through a variety of events.

Why is funding necessary for startups?

Funding is necessary as it covers the costs of materials, equipment, office supplies, a website,
and business cards. The primary funding may come from an investor, a business owner
account, or a small business loan; it may be raised to help get the business started.

Most business owners need to determine a salary to survive in the market. If you have
employees, they must be paid. Your business may have utilities that need money, insurance,
and other expenses that must be paid for the business to start.

Remember that at the beginning of your business, profits are going to be low. So, the
business funding role is allowing the cash flow to meet expenses until you pick up profits.

You may face some accidents at the beginning of your business, like fires, pandemic
diseases, and floods. All these cases will require expenses besides insurance coverage to
stand out again in the market.

Moreover, as a startup business owner, you may face even less risky events that can call for
large amounts of cash.

For instance, your business may need pieces of equipment to change because they have
become outdated, and computers may need to be replaced or upgraded.

So, a credit or corporate business card with a specific rate will be your hero at this hard time.
How can proper startup funding contribute to business success?

We usually say that money is the lifeblood of a startup business. And while it is true that
startups need money to thrive, it is not only money that determines a startup's success.
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You can consider the most successful startups as those who bootstrap their way to business
success without thinking or even taking outside funding.

So, if you wonder how to measure a startup's success, the answer will depend on the goal that
you want to achieve.

Proper startup funding can lead to success through achieving some of these goals, like
building a sustainable business to generate profits or long-term sustainability to increase
revenue growth.

When you notice a steady increase in your sales regularly, you can consider this situation a
sign of a successful startup that directs your business on the right track.

For sure, profitability is also necessary. But that is not everything; many startups go through
an unprofitability period as they invest a lot in growth. And there is no problem as long as
you have a clear path.

Finally, the success of your startup funding depends on different factors. There is no magic;
you must track the key metrics of your business properly while keeping an eye on the overall
growth direction of your business.

What does Bootstrapping mean?

We can define bootstrapping as the process of establishing a business from scratch without
minimal external capital or even attracting investment.

It is usually the perfect method to finance small businesses by purchasing and using resources
at the owner’s expense, without sharing equity or borrowing large sums of money from

banks.
Bootstrapping tends to build a business without outside capital help.

The main reasons for startups to adopt bootstrapping as a business model are having
minimum experience in formulating business plans, a lack of business skills needed for
promoting products or services, and an absence of relationships with suppliers.

Here are the advantages of Bootstrapping

1. The entrepreneur usually gets a wealth of experience while risking his own money
only. So, if the business fails, he will not be obligated to pay off loans or borrowed
funds.

2. When the project is successful, the business owner will save capital and attract
investors more easily. So, the business will grow up to the next level.
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3. The bootstrapper supports you with the right to all developments and the creative
ideas that were used during the business development.

4. The absence of initial funding lets entrepreneurs look for unusual methods to solve
problems and think about creative offers on the market.

Here are the Disadvantages of Bootstrapping
1. Business growth can be tough if demand exceeds the company’s ability to provide or
produce products or services.
2. The start-up has to take almost all financial risks instead of sharing them with other
investors who help support the company’s growth.
3. Limited capital and absence of investment, regarding specifics of bootstrapping, large
investments and fully implementing one’s ideas can be extremely hard.
Angel Investors:
The Role of Angel Investors in Startup Investments

Angel investors play a crucial role in startup funding, supporting the funding and providing
expertise that early-stage companies need to stand out in the market.

Here are some of the crucial ways that angel investors contribute to startup investments:
Seed Funding Property

One of the most necessary roles that angel investors play in startup investments is offering
seed funding.

Seed funding is considered the initial capital that a startup needs to take place in the market.
This funding helps to develop a minimum viable product (MVP) that helps build traction.

Furthermore, angel investors are often the primary source of seed funding for all startups.
They provide the capital that entrepreneurs need to help their companies grow gradually.

However, in exchange for this funding, angel investors receive equity in the startup company.

Experience and Expertise

Angel investors do not just support funding for startups; they also provide startups with a
wealth of expertise and experience. Most angel investors are successful entrepreneurs or
executives who have established and sold companies in the past.

They can provide helpful guidance and mentorship to new startups, helping them discover the
challenges of building a new company.
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How do you attract and pitch to angel investors?

An angel investor is an individual who offers financial backing to startups in exchange for
equity or ownership in the company. These individuals want to invest their funds, leveraging
their wealth to support the new ventures.

Join angel groups and the angel investment network.

In the internet decade, you can meet, engage, and make deals with angel investors before
meeting in person.

However, angel funding supports startups with money, and they can be as ambitious and
passionate about their startup as you are.

So, do your best to find angel investors like you.

Use social media to attract interest.

Social media is an often not much-appreciated tool for securing angel investment. While
traditional ways of networking and pitching remain necessary, social media platforms provide
a unique opportunity for entrepreneurs to engage with potential investors.

Using these platforms effectively can open the door to a wide range of angel investors who
may show interest in your vision and product.

Attend networking events

You must start looking for industry events and conferences to meet like-minded professionals
and angel investors.

When you attend industry events, try to take advantage of networking opportunities. initiate
conversations with attendees, exhibitors, and speakers.

Be confident in introducing yourself, do not neglect to exchange business cards, and express
enthusiasm and interest in their work.

Ultimately, even if someone is not an angel investor, they might have effective connections
and ideas to share. They could help you with the ka connection you need to secure a startup-
changing investor.

Advantages of angel investors
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Angel investing could support a business with the following advantages:

o Lowe-risk level: if you receive funding from an angel investor, you will face less risk
than if you get a small business loan.

« An angel investor's funding is better than loans, as you are not responsible for or
forced to pay back the funding from an angel investor because they already receive
equity in exchange for financing.

o Mentorship: Because angel investors have wide business experience, they can support
mentorship for the startup.

They have the motivation to see the business succeed while offering invaluable insight and
guidance.
o Credibility: When your business gets angel investor support, you will guarantee

credibility and reputability in the industry.

They convey their beliefs around the business, which helps you attract other investors and
trusted funding to the project.

Venture Capital:
Venture capital is one of the various types of private equity that helps business owners fund
their ventures. The funding involves supporting business capital in exchange for investment

by the venture capital parties.

The venture capital characteristics can be considered a reference for entrepreneurs who need
capital and are searching for the right investors.

Here are the characteristics of venture capital:
Stability
Venture capital investments are made for the long term, and they do not offer short-term

payment options like other stocks. Long-term returns from venture capital heavily rely on the
success of the business.

1. Long-Term Investment
Venture capital benefits from a structural time gap between the initial investment and the
eventual profit payment.
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This time gap raises liquidity risk. For that, investors offer considerably high returns to
compensate for the high liquidity risk associated with businesses.

Criteria and expectations of venture capitalists
Investors before investing

When venture capitalists (VCs) start investing in a startup, they have specific expectations
and requirements that they are looking for before committing their funds.

These expectations usually vary based on the VC firm and the investment opportunity, but in
general, there are some common factors that \VCs consider.

Here are some key expectations and requirements of venture capitalists when investing in a
startup:

1. Potential Management Team: VCs place great importance on the team behind the startup.
They are looking for experienced entrepreneurs with a record of success.

Furthermore, the management team should have various business skills and be capable of
working on the business plan.

2. Scalable Business Model: VCs look for startups that have a scalable business model. They
want to notice the potential for quick growth and high-efficiency returns on their investment.

Business Startups that set a clear path to generate significant revenue and scale their
operations are more likely to attract VVC interest.

A Guide to Securing Venture Capital Funding

Venture capitalists look for companies with a great potential market, a competitive edge, and
a potent management team. They want to consider a company with a clear path to
profitability and a business model.

The first step in securing venture capital funding is putting together an effective business
plan. It should include a description and details about your product or service, target market,
marketing strategy, financial planning, and certainly your management team.

Once you have a strong business plan, your next step will be finding the right venture
capitalist. There are various venture capitalists, so it is crucial to do your research to find one
suitable for your company.

After finding the right venture capitalist, making a great pitch will be your next step. It is
where you will need to sell your company to the venture capitalist.
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You need to convince them that your company has a great potential market, a strong
management team, and a competitive edge in the market

If you did all of these steps, then you will be capable to be on your way to securing a
venture.

Crowdfunding:

Crowdfunding platforms are considered websites that enable interaction between the crowd
and fundraisers.

Financial engagement can be made and collected via the crowdfunding platform.

Fundraisers usually afford fees through crowdfunding platforms if the fundraising campaign
has succeeded.

Here are some types of crowdfunding:
Rewards Crowdfunding
The most common available type of crowdfunding is Rewards-based crowdfunding.

This type of crowdfunding includes setting corresponding levels of rewards to engagement
level. A standard rewards campaign provides at least three levels of rewards.

Rewards campaigns work well for client-facing campaigns that need less than $100,000 in
funding and last almost 1-3 months.

Equity Crowdfunding

Equity crowdfunding refers to actual share exchange in a private company for capital. In this
form of crowdfunding, entrepreneurs can determine investor caps, minimum amounts of
pledges, etc.

Equity campaigns are several months or longer and fit with startups seeking $100,000 or
more in funding.

Donation Crowdfunding

Donation crowdfunding refers to campaigns that collect donations without being required to

support with anything of value in return. This type of campaign supports social causes and
charities best.
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Donation campaigns take almost 1-3 months and work for amounts under $10,000.
Lending Crowdfunding

Lending crowdfunding allows entrepreneurs to increase funds in the form of loans, which
they will pay back to the lenders over a predetermined timeline with an interest rate.

Lending campaigns take place over shorter periods of almost five weeks and work well for
entrepreneurs who do not tend to give up equity in their startup immediately.
How to run a successful crowdfunding campaign?
Here are some advice from experts about running a successful crowdfunding campaign.

1. Determine a clear goal.
Determining a specific goal for the funding amount you need to raise is one way to get
supporters on board. Be sure your funding goal is realistic.

Ask experts for help.

The biggest piece of advice and most necessary element for a successful crowdfunding
campaign is not doing it alone.

Find yourself a company or individual that specializes in crowdfunding campaigns. They will
guarantee you check off all the needed boxes to establish a potent campaign.

It’s also crucial to pick a reputable, dedicated crowdfunding platform to help you get the
needed funds.

Tell your business’s story.

People usually want to know to whom they are giving their money. It is necessary to be
honest and express your needs and hardships.

Your campaign must be as detailed as possible. People may hesitate to help you if your story
is unclear. Be transparent and genuine.

What are Alternative Funding Sources?

If you do not prefer to qualify for government grants, there are still various alternative
funding sources that you can explore.

4 dgilaol |l iy Luidiw] e ool

f r : Liedgo U3 to
ar info@be4startup.com +90 505 020 1456 be4startup.com




1. Private foundations: organizations that support grants and funding for different causes. So,
it is crucial to research and find foundations that align with your organization or project.

2. Corporate sponsorships: Many businesses seek corporate social responsibility programs
and are enthusiastic to sponsor projects or organizations that align with their goals.

Try to approach local businesses or companies that have an interest in your cause while

pitching your project to them. It is necessary to highlight the advantages they will receive
from the sponsorship, like positive brand exposure.

Financial Planning and Strategy:

When you plan to get money for your business, there's something really necessary, which is
financial modeling.

For instance, financial models:

Demonstrates viability: A well-constructed financial model explains that you are aware of

your business's revenue sources, costs, and total financial dynamics. It reassures investors
that you have a grasp of your business operations.

Projections and Planning: It represents your projected financial performance over a certain
period. It helps investors to be aware of the potential business growth and planning allocation
of resources for expansion.

Key Aspects of Long-Term Financial Planning

1. Wealth Accumulation: Long-term financial planning includes a steady process of wealth
accumulation. It not only involves vital income but also passive income that grows through
smart investments.

2. Retirement Planning: One of the first purposes of long-term financial planning is to
ensure a comfortable retirement. By planning, you can secure a steady flow of income during
your retirement years, thus ensuring a financially independent life.

Case Studies:

In this guide, we will explore real-life examples of successful business startups that have not
only secured funding but also increased significant amounts of capital.

These startups have not only captured the attention of investors but have also become popular
names in their respective industries.
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Uber: the Transportation Industry

Uber, the revolutionary ride-sharing platform, is an excellent example of a successful startup.
Travis Kalanick and Garrett founded it in 2009, and Uber won against the traditional taxi
industry with its innovative approach to transportation. However, it was not a sudden success.

Uber's early funding came from an angel investor mix, venture capital firms, and strategic
partnerships. By leveraging their extensive networks and pitching their concept.

Moreover, the founders were able to secure initial funding of $1.5 million. As Uber gained
popularity and proved its scalability, the funding rounds became more substantial.

In 2011, Uber increased $11 million in a Series A round led by Benchmark Capital. This
funding allowed Uber to expand its operations to new cities and further enhance its
technology.

The company continued attracting investors, and by 2013, it closed a $258 million Series C
round led by Google Ventures, valuing this company at over $3.5 billion.

Finally, the takeaway from Uber's funding journey is the necessity of a compelling pitch, a
disruptive concept, and a scalable business model.

Investors are attracted to startups that have the potential to disrupt traditional industries and
support innovative solutions.

We hope we can help you with the Financial Guide for Startup Funding.

Do not hesitate to follow our financial guide for startup funding to start a potential business
against traditional industries.
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