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How to Fund a Start-Up by Paul Grant 
(http://thefundinggame.co.uk/default.aspx) 
 
Introduction:  
Mr. Grant learnt how the funding game operates from his Banker to Entrepreneurial 
experiences, and he has realised that entrepreneurs are wasting a vast amount of time 
looking for capital, and then getting bad deals. Mr. Grant has helped with HSBC 
sponsored events, doing many workshops, seminars, and he has been involved in 
business coaching.  
 
The Objective of this Seminar:  

• Getting funding 
• Retaining ownership.  
• Giving away as little equity as possible.  
• Building on expertise and contacts.  

 
The Story of the Eager Businessman:  
The eager businessman had a scalable business, which had a lot of potential, but he/she 
was too impatient. Through his own desperation, he was offered a deal with an investor 
to give away 51% of the ownership of his business to the investor. In the end the eager 
businessman said “Yes” at 51%. A few months later it was revealed that the investor had 
a) put a cap on the businessman’s salary, b) gained complete control over the finances, c) 
moved the company’s head office, and c) messed around with the fundamental designs of 
the business. Making a quick deal is fine if you don’t mind working for someone else. 
However, if you do mind working for someone else then you should try to make a quick 
deal early on. There are ways of pulling back equity but it difficult so spare yourself that 
struggle…  
 
…Part of the game is about controlling the majority stake in your own company and it 
takes a long time to get money from investors.  
 
The biggest mistake made by entrepreneurs is to play on the wrong field of the four 
levels of this game. Therefore, you should:  

1) Decide what level you are on, 
2) Target the players you need to approach 

 

The 4 Levels of the Game 
Seed Funding – sources: Family, Friends and Government grants 
£1K - £50K: Your business is an unproven concept, and the service/execution needs to be 
ironed out. You may have spoken to potential customers, and you have determined that 
there is a market. For an investor, the risk is very high.  
 



Early Stage – sources; Angels, small funds, banks, Invoice discounting, grants, asset finance/bootstrappin  
£50K – £250K: You have proven that your concept works, and you have a revenue 
stream or streams. The investment really does cap out at £250K because there is too 
much risk for investors. The business angel doesn’t want to concentrate their risk.  
 
Mature Growth – sources: Ofex, AIM, Full Listing, Mezzanine Finance   
£250K – £10million – You have a good team, and you are executing well. You have 
proven the concept works in the UK as a whole. The VCs are interested because the risk 
is lower, this is possible only because VCs are not interested in risk now-a-days.  
 
End Game (The Exit) - Trade sale, MBO,MBI, and in about 2% of cases an AIM listing 
The most believable exit for yourself and investors is a trade sale. Your business has a 
high valuation, The strategy applied here might be for you to get a management buy out 
in 5 years time, or for management to buy into the company, but it is not much of a case 
for an exit. Get another company to buy you, but if you are in a slow industry they will be 
less inclined because investors want to make quick exits.  
 

1%...Typical success rate for start-up raising equity in the funding game.  
Why have so few entrepreneurs succeeded? You to have a business plan etc BUT this 
lower performance happen because they haven’t played the game well. There is no 
proven revenues, and haven’t tested their business model sufficiently….1 out of 100 
entrepreneurs actually acquire funding of + £250K. 
 
These are the Paul Grant, and VC/Angel Groups findings. The 1% figure is optimistic.  
 

The 1% Approach….(which leads to failure) 
1) An entrepreneur has a great idea!  
2) Sets out writing a detailed business plan: a robust business plan, which experts 

have been paid to ensure will work. Some entrepreneurs buy business plans, and 
end up spending a year working on a business plan. There are some people who 
spend £50,000 on business plans, and only get £5,000 back in investment. 
Everyone thinks it is all about the plan, but continually fine tuning this blue print 
for the business actually detracts from reaching your funding goal.   

3) In Search of Capital: while people aren’t even keen he/she flies to Silicon 
Valley where they meet VCs who are disingenuous, and rarely say “no, thanks” 
for fear of passing up the next Zuckerberg. There is no margin for saying “no.” 
For the VCs, there is no reason to turn someone away completely, but instead they 
will spur on an entrepreneur and give the entrepreneur false hope about the 
possibilities of successful deal being made after further research. Plans are 
refined, and entrepreneurs then go back with a better business plan, and a bigger 
team, but it is a waste of time, and have to get salaried jobs. 

4) Entrepreneur quits after a year of searching: they might have good team etc 
and they blame the business plan, or the company who wrote up the business plan 



for them, perhaps some interest occurs but disappears before any contract or 
commitment to investment occurs.  

 
BUT they are not going about it the right way.  
 

The Success Model (has worked numerous times) 
1) An entrepreneur has a great idea! 
2) Researches market & creates cash-flow: The entrepreneur takes a week or two 

to produce a 2 or 3 page plan with a cash-flow and P&L forecast. It looks viable. 
So he/she asks potential customers whether they would buy this product/service? 
The entrepreneur conducts market research. The entrepreneur goes to potential 
customers, and even competitors to make contacts and gain feedback. “Can you 
help me on this project I need to find cash-flow” It could be tiny, but they start 
getting cashflow through testing the idea, up-front payments, or other methods.  

3) Based on experience, proceeds with a concise plan of 12 pages where the most 
important aspect is centrally focused on an executive summary, which investors 
will read. Investors will ignore the majority of the business plan document 
anyway, so please not that the executive summary is the most valuable part of the 
business plan.  

4) Secures funding with a favourable valuation: the entrepreneur has proven that 
he/she has a viable concept that is working, and that they have reduced the risk 
substantially by generating revenue. Their funding is increased with this kind of 
revenue generation, so they offer a simplistic forecast.  

 
Regarding the Business Plan: VCs are not going to read the business plan but they will 
read the executive management: there is no time, as the VCs need to see if the business is 
credible or not quickly. It may be disappointing to you if you’ve spent the last 9 months 
writing a robust business but the reality when asking VCs; “Do you read the full plan?” 
The answer is frequently, “No, not really.” Not even small VCs have the same response 
rate when asked, the vast majority of people will not read your entire Business Plan, so 
do not make this mistake. They will only notice what the tools you have, the actions you 
have done, and the revenue being generated. 
 

Who are the Players? 
• The Angel investor 
• The Banker 
• The VCs 
• Government officials 
• The Gatekeepers 
• The Entrepreneur 
• Family and Friends 

 
 
 



The Incubators  
At the seed stage: Incubators nurture very young companies. They are solely looking for 
seed stage people ie. those who are vulnerable without any cash, and who need an 
environment to help them grow. These organisations are set up to give a little bit of 
money, usually between £10K to £20K to get a business started. They will provide expert 
advice around that business, including mentoring, office space. There is a lot of access to 
funding, but these incubators are very technology biased.  
 

The Kinds of Incubators: 
Seedcamp (competition based) http://ycombinator.com/ 
You pay a fee, and it is competition based. You apply to be part of an open pitching 
competition. If you win, then you get the support, and the money for winning. The 
problem is that entrepreneurs might not be so good at pitching. 
White Bear Yard: they take on someone, read up on it…. 
Innovation Warehouse: It is part funded by the Corporation of London, they have a 
small fund attached, and large spaces available to you, also supply a mentoring system, 
and access to funding. For initial inquires about IW, ask Mr. Grant. 
Open Fund: it’s another pitching type event.  
Springboard: universities are a good place to start from.  
www.microfunding.com   
These different options require that you pitch effectively amongst large groups.  
 
 

The Angel Investor (Offering cash, experience and divine guidance) 
The perception is it is extremely difficult to get Angel Investment, but there is a lot of 
money out there. The problem is, rather, that most of the deals aren’t good enough. Most 
deals are through a network BUT Angel Investors do not want to invest in a badly 
structured deal where the propositions do not stack up.  
 
People are very unrealistic about raising £900,000, for example. Or people are very 
unrealistic about time scales for investment, i.e. 1 or 2 months. They prepare things on a 
piece of paper but you really need to make money, until you have that you don’t have a 
lot. It’s a competitive environment, where only 10 out of 100 will actually get read. It is 
very difficult to get any attention from Angel Investors.  
 
Angel Investors want to be within an hour’s drive: You will want to be in close 
proximity to your angel investor, do not go out of London, or southeast etc. International 
angel investing is unnecessary. 
 
Angel Investors investment £50K - £200K: Investment size has deceased over the 
years. The deal size was much larger a few years ago at about £100K, now it has slipped 
under £70K on average. It is now not uncommon to get £20,000 or £30,000 instead. This 
decline has occurred because of the decline in ‘crazy money’ where Angel Investor 
wealth has declined in the personal accounts. The other reason is it is much easier to start 



a business on less money in 2011. Running some businesses can cost next to nothing in 
some cases, so the business environment has changed.   
 
Angel Investors nearly always invests in areas of expertise: It is not easy to make 
money as an angel investor, and there is a strong incentive to have expertise in a 
particular area. If they know software, they will stick with that industry, or venture into 
other areas at their own risk. Angels get burned badly in some cases, they retreat to solid 
knowledge areas. 
 
Angel Investors tend to experienced entrepreneurs: so don’t pull the wool over their  
eyes.  It is very important to be fairly honest with entrepreneurs. They are looking for 
deals with a potential to attract VCs.  
 
Angel Investors expect 10x Investment in return: The average portfolio of an Angel is 
about 10 deals, 2 or 3 will die quickly, but then the majority of deals will go on and on, 
and never making a profit and no change of an Exit. The only deals they will look at are 
the ones that have a chance of getting them to an exit, there is no point of doubling their 
money because that will not work. ROI from 40% p.a. 
 
Angel Investors exit for them is often in 5-7 years: they want to get their money and 
then invest it elsewhere subsequently. Your interests as an Entrepreneur have to be 
aligned with the Angel Investor. You should speak about the exit when you are talking 
with Angel Investors. You must plan for an exit for yourself. The Angel Investor needs to 
have an exit or they will not be interested in the deal. Talk about the exit in your pitch. 
 
Angel Investors prefer deals from referrals: You should not just send an email, you 
need to interact with an Angel Investor. Networking will be essential for success. You 
need to create a referral network. It saves you a lot of time. They only look at it from a 
scalable view-of-point, the business has to have scale and growth. For an angel investor, 
scalability is very crucial.  
 
2 types of investors 

• Passive – Invests in 10 projects a year averaging £100K  
• Active - £250K ex-entrepreneur seeking a job with no EXIT! 

Tips to retain ownership 
1. Include a share buyback scheme (called “ratcheting down”) 
2. Reduce the risk whatever way you can (bootstrapping) 
3. Get bankers money to support angel investment. 
 
 

Where do you find an Angel Investor?  
Investors.com run by “Oliver” 
 
Business Angel Networks (BANs): they screen the entrepreneurs, only put forward 5 
every month with 5% success fee, and an upfront payment of £5,000 average. These 



agencies transform the business plan to make it stand up in front of the investors. They 
help channel, and drill down the business plan, etc. You need to get your business plan as 
public as possible. They entail Business Plan analysis, and transforming that content into 
investors.  
 
Accountants: are gatekeepers who can help connect you with Angel Investors. 
 
Lawyers: an investment lawyer doesn’t get a success fee, but they know lots of Angels. 
They are very low risk themselves, and so the deal must be excellent to move forward. 
 
Other entrepreneurs & pitching groups of entrepreneurs: “What do you think of your 
deal, he’s doing well. Can you introduce me to your Angels?” Need to assess how much 
experience they actually have, etc.  
 
Pitching Groups: tend to charge a fortune for pitching to a group. You are nervous when 
presenting, and then you discover that the room is almost 80% consultants. Pitching 
groups like that can be tricky, and wastes time. Do your research to find out which ones 
are good ones. Try the following pitching groups: Great Eastern Forum, Thames Valley 
Network, or Oxford Investment Network.  
 
Internet matching sites: but few get any funding this way. Put your deal up for free 
online. Haven’t known anyone to get funding that way. A matching sites supposedly gets 
2,000 angels, but in reality there were only 14 angels. www.companypartners.com might 
be acceptable but on the whole do not participate in Internet Matching Sites. In some 
arrangements, the entrepreneur pays a monthly fee for how many hours the business plan 
is exposed. This route doesn’t make that entrepreneur look professional. You can strip 
out the sensitive bits, but everyone can see everything for free, and there are better ways.  
 
Small networking organisations: finding groups, become a member of OpenCoffee 
which is weekly meet-up, do get out there an mingle. Talking to people is the secret 50% 
of the time. You need to network, and talk to people. Beware of groups that accept you, 
and then ask for an upfront payment.  
 
Disclosing the Business Plan to as many valuable people as possible is acceptable 
because it will enhance the likelihood of finding a viable investor. You cannot be 
secretive. The pitch is about creating a teaser, not providing the chemical formula of 
your product.  
 

The Big VCs  
“The probability of an entrepreneur getting venture capital is the same as getting struck 
by lightning while standing at the bottom of a swimming pool on a sunny day. This may 
be too optimistic.” – Quote from a VC based in the US 

 
If you want your own business then you will want that 70% for yourself and then 30% for 
the investors but it doesn’t mean you will have control in the case of working with VCs. 



VCs can control you with their contract, and they can do anything including fire you. 
VCs will try to control your business, and it is a fast ride on a bullet train… 
 
Criteria for VCs: the risk has to be stripped out  

• Proven business model 
• High-flying team 
• 1bn market size: real scale as a target for 1 billion pounds.  
• Exit in 3-5years: VCs are always hot on exit because they will only have a 10 year 

funding, and they want to make a 20% return. Need to do an exit in 5 years.  
• 100m + exit valuation: they are looking for a major exit.  
• Other people’s cash, expect to have 0.5%, and you need to know someone from 

Cambridge or Oxford.  
 

How do you find a VC?  
• Make sure your business is high-growth and profitable.  
• Target VCs that operate in your sector. www.bvca.co.uk  
• Find people who can introduce your deal. You would want to meet as many VCs 

as possible to leverage influence even if they have a term sheet. Meet with at least 
six different VCs in order to play various VCs off of each-other. 

• Get a good lawyer.  
 

The Small-Business VCs 
• Deal size of £250k – £1m: they are not a soft option but it is do-able.  
• Producing early revenue 
• Credible team 
• Scope to grow to £10million+ 
• Exit in 5-7 years 
• £10m + exit valuation 
• Other people’s cash.  

 

Six Small-Business Friend CVs 
 
•The Capital Fund (www.thecapitalfund.co.uk)  
•The Technology Fund (http://www.londontechnologyfund.com/)  
•Braveheart Ventures (http://www.braveheart-ventures.co.uk)  
•MMC ventures (http://www.mmcventures.com)  
•Endeavour (http://www.endven.com) 
•Bridges Community Ventures (http://www.bridgesventures.com) 
•Seraphin Capital 
Bridges Community Ventures (http://www.bridgesventures.com)  
 
1. The London Fund (RVF):  



Five or six years into their fund, they need to turn quickly to make an investment. 
They don’t need a business plan, and they have £50million fund. You must apply online 
and they have a weekly meeting looking at the possible firms. You do not need a referral. 
 
2. The Technology Fund (http://www.londontechnologyfund.com/)  
 The London Technology Fund (LTF) is London's specialist investor in new 
technology companies. It is focused on the funding gap for new, high growth technology 
companies based in Greater London. It bridges the funding gap by leading and building a 
syndicate of investors or by completing the gap in an existing syndicate. The Fund is 
happy to work with investors already known to a company or to help entrepreneurs find 
investors. It has developed a streamlined investment process with an initial web-based 
application. The application helps entrepreneurs identify and provide the essential 
information LTF needs for prompt decision-making.    
 
3. Braveheart Ventures (http://www.braveheart-ventures.co.uk)  
 Braveheart Investment Group plc is an investment company that makes and 
manages investments in British businesses.  Braveheart was formed in 1997, by four 
Scottish businessmen, as a co-investment vehicle so that they could pool their money and 
knowledge to reduce risk. Investments are made in young emerging companies, most of 
which are not listed on the London Stock Exchange at the time of investment.  
Investments are a mix of technology and more traditional businesses and range from 
start-up companies to businesses in pre-listing situations. Typically ten investments will 
be made each year out of several hundred-business plans received.     
 
4. MMC ventures (http://www.mmcventures.com)  
 One of the top firms investing in smaller pre-VC deals.  MMC Ventures invests 
between £0.5 m and £2.5 m in initial funding rounds. MMC typically invests in pre-profit 
companies where MMC is the first institutional investor. MMC Ventures' capital comes 
from two sources: a value adding syndicate of experienced businessmen and a managed 
fund that co-invests with them.   
 
5. Endeavour (http://www.endven.com) 
 Endeavour Ventures is a venture capital firm focused on providing sophisticated 
and high net worth clients an unrivalled selection of unquoted investments.  Endeavour 
Ventures introduces unquoted investments of between £200,000 and £2,000,000 in 
growth companies with real prospects and selected other investment opportunities, such 
as property, to investors.  They then provide an on-going service to keep investors up to 
date with their investments. 
 
6. Seraphin Capital 
 
7. Bridges Community Ventures (http://www.bridgesventures.com) 
 Bridges Community Ventures are all about social VCs starting in a deprived area. 
Bridges Ventures is a privately-owned venture capital company with a social mission. All 
the funds raised aims to achieve a social purpose as well as financial returns to investors. 
The size of the fund is £115M. They are looking for deals of £150K to £10M which can 



deliver strong social benefits either through their geographic location in underinvested 
areas or through their sector or approach, for example in healthcare, education and the 
environment.  
 
8. Noble Investment Bank (http://www.noblegp.com/nfm/npe) 
 They take a longterm view and invest between £0.5m and £5.0m over the life of 
the deal. The team is a generalist investor with no specific sector focus.  Recently it has 
invested in a range of transactions across a variety of industries.  The team specialises in 
providing venture and development capital, either equity and/or debt, to dynamically 
growing companies, across Europe and the UK, with a focused business plan, strategy 
and exit strategy within 5 years.  This fund is for companies that already have developed 
sales and does not provide seed capital or start up finance.  
 
9. NESTA Investments (http://www.nesta.org.uk/) 
 NESTA is the National Endowment for Science, Technology and the Arts. The 
largest single endowment devoted exclusively to supporting talent, innovation and 
creativity in the UK. The mission is to transform the UK’s capacity for innovation. 
NESTA invest in early stage companies, inform innovation policy and encourage a 
culture that helps innovation to flourish. Invest directly in high-growth start-ups with 
innovative technologies looking for £250K and over.   

 
GATEKEPPERS 

• Angel networks 
• Lawyers 
• Accountants 
• Matching websites 
• Pitching events 
• Crowdfunding 

 

Crowd Funding: (A little more about this emerging trend) 
 
Suited for creative industries: “Marillion” in 2007 got fans to fund a £40,000K music 
Tour from the general public. 
 
Legal constraints: it is illegal to go around and ask people to fund you, the FSA will be 
on you quickly. Legally there are only 2 types of people you can approach are:  
a) corporate finance people in VC houses trading in that area, or  
b) High Net Worth Individuals: people who can afford to invest.  
You used to have to have them sign a document. You can now ‘self-certify’ which 
basically says that you asked for funding. You couldn’t stand up in a room, and ask for 
money but crowd sourcing is circumventing this somewhat.  
 
 
 



www.crowdcube.com:  
Going about 6 months and found a way to get around crowd funding limitations, allow 
entrepreneurs to put a deal on their site. People can make donations up to £2000. They 
are allowed to legally sell to the general public through their platform. You can put your 
business plan up on their website, BUT you need to push people to get them on the page, 
ie. you need to market, and cuts out the middle-man, if you get a good deal then you 
stand a chance of getting funding. 
  
www.kickstarter.com 
It is illegal to crowd source but not entirely with a certain kind of crowd sourcing.  
This group have funded a lot of deals, it’s more creative industries, and they have a show 
or documentary. Then they give it a certain time frame, and if they don’t reach the tipping 
point then everyone gets they investment returned. There are some crazy deals, which are 
not mainstream deals that get a lot of funding so it can be done.  
 
www.fundingcircle.com  
General public gives money for a loan, rather than an actual investment in this case. 
 

Family and Friends 
Real business angels require due diligence for a loan, but with family, and friends there is 
less documentation, and it counts as your own money. Beware of Uncle Bob giving you 
£20K that they thought was equity rather than an interest free loan. After 5 years in 
business the person in the background is holding up new arrangements because they 
claim to have made a loan with the goal of equity, not an interest free loan. Get your 
payment in writing if it is loan interest free loan or other arrangement. This will prevent 
you from undue legal strain subsequently.  

• F&F will take you on personal merit; 
• F&F does not expect big pay-offs; 
• Is often willing to commit cash quickly; 
• Make sure they can afford to lose the money; 
• Pay them back as quickly as possible;  
• Warn them of the risks – ie. they could lose everything; 
• F&F can be patient – not always though! 

 

The Banker (Who are they lending to?) 
It is very difficult to get a business loan. In fact, you may get thrown out the door, and 
have to come crawling back through the window. Banks will never give you money 
without a collator, which means you will have to put your assets on the line.  
 
How do you find a Banker? HSBC used to do loans but in the last 10 years, they 
stopped doing it because, there are so many debts that could go bad, and they are trying 
to keep the existing debts a float in order to ensure the existing businesses are still 
working. The fact is that bankers are not focusing on startups as the risk is too high. 
Maintaining existing businesses is what has been the preoccupation. The government 



paperwork is too extreme. It is very difficult to get a banker to come speak at 
entrepreneur events lately because only 1 out of 20 will get any support.  
 
Visit as many banks as possible: You can even apply 6 times to the same bank, to 6 
different managers, until you find someone in the same bank that will say: “Yes.”  
 
Aim for the SLGS (enterprise Finance Guarantee) One option that is available is the 
Small Firms Loan Guarantee scheme. 
(http://www.companypartners.com/content/resource/sflg) Government covering these 
enterprises with the Enterprise Finance Scheme. 
 
Think Cashflow: and your credibility determine whether they will support you. 
 
Find a banker you “click with”: You want to have the decision-maker in front of you, 
and it has to be under the £25K barrier because that is the signing limit. 
 
Overdrafts are better than loans: try to get overdrafts, which are better than loans. You 
need to consider getting at £5,000 overdraft, and this is very flexible. 
 
Cheaper than equity capital: bankers are only interested in the cash flow.  
 
www.firstfunding.org  
Brokers funds it. These are convertible loans.  
 
www.marketinvoice.com  
You cash in your invoices, you bidding for your invoices. They also do a lot of great 
deals, they are doing of good work. 
 

Alternatives to a Banker? 
www.fundingcircle.com They are trying to replace banks, you ask for a loan for £100K, 
and they look at it like a bank loan. They have John Milton on the board, if you pass the 
screening, then they’ll put it on their website. When they put a deal up it gets funded 
almost immediately. There is a very small default rate.  

• One year operation £10m loans raised.  
• Apply for a listing – 15mins.  
• Deal get credit scored (min 2 year trading)  
• Members bid from £20 - £20,000  
• Investors love it. 2 Weeks before bids are closed 
• Funds transferred to business account 
• Typical interest rate 8.5% + 3% fee.  
• Downside is that you need 2 year trading for this option! Business with a turnover 

of £60K has been done. The less risk involved, the better interest you’ll get. 
• www.firstfunding.org Brokers funds it. These are convertible loans. 
• www.marketinvoice.com  You cash in your invoices, you bidding for your 

invoices. They also do a lot of great deals, they are doing of good work.  



• Can you use a collection of funds from a group of families, because there are 
business people that will collect £200,000 and each of the business owners can 
source the funding as their own for at least 5 or 10 startups. 

 

Government Officials: 
Slow…but sometimes win the race. One person was looking for a grant and he hadn’t 
done anything with the project in lieu of acquiring a grant.... Find someone who knows 
the grant area, and an expert that can guide you down that path, understand the politics of 
each of the grants, and how to make the application, DO NOT DIY.  

• Time consuming; 
• Usually a small player in the funding game; 
• The DTI has developed the Research & Development Grant (this replaces the 

SMART scheme) – Up to £500K; 
• DTI – Geographical funds; 
• European Funds.  

 

The Entrepreneur:  
Saving: you want to look like an outsider to the angel investor. This is different from 
what the media and press will tell you. A smart investor won’t put a whole fund on one 
business, so do not do so with yours. The chances are that your business is a learning 
experience, and you should not expend all finances.  
Personal loans: don’t go there, if you put your house, and everything you have, it is 
considered very imprudent. 
Personal credit cards: don’t even think of the Credit cards, and that’s insane.  
Story of the man starting a club –  
•Approached a 100 hot entrepreneurs in a newspaper pull out 
•Send exec summaries to nearly all 100 
•Obtained 3 meetings 
•Secured finance from one investor  
•The investors/entrepreneur had valuable contacts and experience  
Story of man approaching Bill Gates via e-mail for travel.com company 
•Moral of the story – successful entrepreneurs often become angel investors. 
 
 

The Art of Bootstrapping 
It’s about managing the cashflow: in the approach you should take ages to pay out 
people because that cash is an interest free loan. Build a business to that is scalable, try to 
survive, and work this out in one or two years. Need to try to work out to keep that 
cashflow, you need to keep the cashflow in the game long-enough until you work out an 
investor situation. You need to survive the first year, often so learn how to manage 
cashflow. 
Famous Bootstrapped companies (values adjusted to reflect inflation) 
•Larry Ellison from Oracle – Started with £2,000 of his own capital. 
•Dennis publishing of loaded magazine and PC world started with less that £100 



•Anita Roddick – Started “Body Shop” with £5,000 from an Angel investor 
•Tom Hunter founder of Sports Division – Started with £200 
•“Ben & Jerry`s” ice cream, started in a rented disused garage in Vermont, US with less 
than £10,000. 
•Rockefella started with £44,000 and went on to become the worlds richest man 
•Amazon started with less than £5k before raising £200K from family and friends. 
•“Subway” founder started with less than £2K 
Advantages 
•Can start generating cash quickly on small levels of finance 
•Can learn from mistakes cheaply 
•Gives amazing insights into your business 
•Helps raising funds about 20x easier, and reduces risk to investor 
Help the founders retain large controlling stakes of the company 
 

Alterative Sources of Capital 
1) Vendor Funding: as stated above, use suppliers money as an interest free loan. If 

you get the cash upfront then you can use that cash, and hold off the suppliers. In 
other words, take ages to pay back the supplier. This is known to fund an entire 
business. If you have a 30-day period to pay a supplier then you have a 30-day 
interest fee loan effectively. You can stretch that to 60-days or 90-days. Bankable 
companies can afford to pay people later. The problem is that the Vendors will 
chase you. If you give them enough sales then they will not pull out. If they are a 
small company they are rarely going to pull out.  

2) Rental: People come up to investors and say that they need a £50K chunk of 
equipment, why buy it when you can rent it or lease it? You need to manage your 
cashflow until that business is proven, in order to justify that chunk of the 
business. 

3) Factoring/Invoice Discounting: (try www.marketinvoice.com) Rather than wait 
90-days, you can get bids on the invoices. If the profits are okay, it might actually 
work out. There is 20% cut… 

4) Half Purchase/Leasing: better approach to full purchase.  
5) Overdrafts: try to push the overdraft with your bank to £5,000 then £10,000 etc. 
6) Credit Cards: mentioned the credit card, corporate credit card. Then push it, use 

it a lot and it can be extended. If the worst scenario, unless you have a personal 
guarantee, you shouldn’t go after that. 

 

The 4 Levels of the Game (Revisited) 
The key is to launch your business, then get the funding. With the principle of 
bootstrapping, you don’t have credibility, so you should find someone who does, and do 
a deal with them. A lot of people think that bootstrapping is for a select person, but if you 
check the most successful companies, 45 out the top 50 in Times Magazine were 
bootstrapped companies. 
 
Seed Funding – sources: Family, Friends and Government grants, Incubators, crowdfunding, competitions 



£1K - £50K: Again, your business is an unproven concept, and the service/execution 
needs to be ironed out. You may have spoken to potential customers, and you have 
determined that there is a market. For an investor, the risk is very high.  
 
Early Stage – sources; Angels, small funds, banks, invoice discounting, grants, asset finance, bootstrapping  
£50K – £250K:  Your business is proven, and you have revenue stream(s). The 
investment really does cap out at 250K because there is too much risk in the game. The 
business angel doesn’t want to concentrate their risk, so understand their position. 
 
Mature Growth – sources: Ofex, AIM, Full Listing, Mezzanine Finance   
£250K – £10million – You have a good team, and you are executing well. You have 
proven the concept works in the UK as a whole.  You have a good team, and VCs are 
interested because the risk is lower. VC is not interested in risk...  
 
End Game (The Exit) - Trade sale, MBO,MBI, and in about 2% of cases an AIM listing 
You should aim for the quick exit from your own company. 
 
Franchising: There is one other funding opportunity: franchising is huge. Build a system 
and can sell the franchise, but it comes with a high limitation for the franchisee. You 
cannot change the brand, execute within tight parameters. Trying to buy back franchises 
isn’t easy, but it is worth investigating in certain industries. 
 

So what now? (Develop your funding game.) 
Ask Yourself: 
1. What funding level am I playing on? 
2. What players do I need to approach? 
3. What tools do I need to win the funding game? 
4. What are the next steps? 
 
 
You build a robust business plan, fine BUT there are six essential tools… 
 

Six Essential Tools (that will dramatically improve your chances) 
1) USP: deals have to be unique. Only 20% know their USP, you can spend an hour 

in front of someone and not come to understand their USP, it needs to be really 
unique, and succinct. You should be able to explain yourself in 60 seconds. 

2) Team: obviously need to have a solid team. 
3) Proof of Concept: talk to customers, and reduce the risk as much as possible. 
4) Executive Summary: it should be a marketing tool, not a summary of the full 

plan. You need to get yourself a meeting with an angel investor. This has to be a 
solid, and short executive summary, with a key focus on investor interests. 

5) Valuation/Exit: A crazy man thinks his/her business is worth 5million, he is 
fixated, there is no risk stripped out of that valuation. You should never go over 
£1million pounds on your valuation. You need to produce sales ASAP.  



6) The Pitch: you need to be face to face, and you have to have your executive 
summary printed in your head. You need to have a clear presentation. The pitch is 
a verbal calling card/executive summary. It needs to be a verbal element of the 
Exec Summary with clearly set out parameters and guidelines. 

 

Fundraising for Fast Growth: October 13th, 2011 
a. Intensive one day workshop, ambitious entrepreneurs, step by step 

approach, building the tools to attract funding, one speaker has been 
training Angel investors, industry contact and case studies, on getting 
support, small group – limited places so act quickly.  

b. £120 standard (£85 with discount below) 
c. 30% discount for past attendees.  

 


