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As with everything in life, getting things means satisfying prerequisites. 
Being accepted by a University, winning a Golf tournament, or 
performing in a play. To get “in the game” you’ve got to meet the 

requirements.

Funding your startup is no different.

What Investor’s Want
Mostly, they’re in it for the money. You may have a cause, and you may 
occasionally find an investor who shares your cause. Just don’t count on it.

Not only are they in it for the money, but Angel and Venture Capital money is 
the most expensive money you’ll ever obtain.

A well run Angel fund in the US returns 2.6 times the total value of the fund, 
over time. However most Angel and VC investments lose money. The reason the 
overall returns are so high is the ones that make money make A LOT. Investor 
exits for successful investments are 5X to 10X the amount invested.

Necessary Prerequisites to Finding 
Funding for Your Startup
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http://techcrunch.com/2012/10/13/angel-investors-make-2-5x-returns-overall/
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This means that if an Angel invests $50K with you, they’re 
looking for a return of $250K to $500K. That’s expensive 
money.

ProfIle of a fundable startuP
Therefore, your idea must have the potential to scale. A 
business idea that returns 30% net profit with growth 
potential of 30% a year does not cut it.

Your growth potential must be so big that you have a clear 
exit strategy. Remember the investors get paid after the exit. 
When there is no exit, there is no investor return.

Your business idea either has the potential to IPO or there 
is a strong possibility an established larger business will buy 
you, for a significant multiple on invested capital.

the bIg Idea
This is where it starts. Your business has A Big Idea. This is 
the answer to why the business was started.

•	 What problem is being solved, and how is it being 
solved?

•	 What is the market potential in solving this problem?

•	 How are you going to get attention and generate 
sales?

•	 How much of that market can you realistically 
service?

the team Who doesn’t QuIt
I always hear Angel and Venture Capital investors say “We 
invest in teams”. It’s important the founding team have the 
right mix of skill sets to develop products and services, 
market them, and handle the day to day operational aspects 
of the above.

But…. Especially important is the investor knowing that when 
the going gets tough (and it will sooner or later), the founding 
team will dig in and persevere. 

Investors do not want to take over businesses and run them day 
to day. That’s your job. Their job is to provide capital, guidance, 
advice, and other forms of support. If you fail to do your part, 
they lose their investment. So you must project an attitude of 
commitment to your ideas.

Is this “just” an idea to you, or are you “all in”? How do you 
convey this idea of being “all in” to potential investors?

your idea must have 
the potential to 
scale. A business 
idea that returns 

30% net profit with 
growth potential of 
30% a year does not 

cut it.
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the busIness model
Your business fundaments must make sense.

If you sell something for $15, it better cost you $7.50 
or less to make it.

If you sell a SaaS (Software as a Service) app that is 
free to most people and premium to some, you better 
have a mechanism built in that encourages users to 
share with others.

If your business fundamentals are unclear, or even worse 
terrible, you will be hard pressed to find investors.

tractIon
Maybe last, but definitely not least, you must 
demonstrate that real people will exchange real money 
for whatever it is that you sell.

The way you do this is by having real people pay real 
money. The more people and the more money the better.

I’ve heard investors refer to “The Experiment”. This is the 
proof that there is a market for your goods and services.

There was a time that investors were willing to fund 
The Experiment. I’ve heard investors say (repeatedly) 
that often turned out badly.

When the entrepreneur was performing The 
Experiment with someone else’s money, they did not 
design the experiment to be as inexpensive as possible. 
When the entrepreneur uses their own money to fund 
The Experiment, they get really creative about keeping 
the cost down.

For that reason, the cost of this experiment rests with you.

I’ve been to many pitch events, and startup businesses 
with zero customers and zero revenue do not get 
follow up meetings with potential investors.

The ones who say things like “In the past 6 months 
we’ve received $50K from 3 customers and have 7 
more customers in the sales pipeline” do.

ever heard of Inbound 
marketIng?
If not, you should. Inbound Marketing is a means of 
attracting your desired audience to your website via 
organic search traffic, and converting some of those 
website visitors into prospects for your business.

HubSpot is an Inbound Marketing tool vendor who did 
a study showing that leads from Inbound sources are 
61% cheaper than leads from others sources.

For this reason alone, you should care. You should 
learn more.

However, the HubSpot tool is rather costly (starts 
at $800 a month) for early stage startups carefully 
watching their cash.

To learn how you can harness the power of Inbound 
Marketing on the cheap, please check out Inbound 
Marketing University, an online school and community 
devoted to teaching small businesses and early stage 
startups how to grow their online presence and 
generate leads.

Borders went bankrupt because they failed to realize 
the importance of a strong online presence. Learn to 
be like Amazon.com instead, and learn how to create 
an amazing online presence for your startup.

You need traction? Inbound Marketing will do that for you.
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