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Fundraising sources

# Fundraising source with pros and cons

1 Bootstrapping - self-funding or owner-funded

Pros:
- Control: Have complete control over the direction and decision-making

- Less debt: You don't need to take on any external debt

- Higher equity retention: Retain more ownership and equity

- Flexibility: Pivot as needed without being beholden to investors

- No equity dilution: Keep more of the profits

- Personal satisfaction: Maintain a sense of ownership and control

Cons:
- Limited access to capital: Bootstrapping can be a slow process

- Higher risk: No external funding implies responsibility for all the financial risks

- Time-consuming: Seed funds or loans can be time-consuming

- Network and connections: Lack of access to advisors or mentors

- Lack of scalability: Hard to scale business without external funding
- Personal burnout: Bootstrapping requires significant personal sacrifices

2 Crowd funding - raise funds from many people

Pros:
- Flexibility: Allows you to set your own goals and timelines

- Less debt: Avoid taking on large amounts of debt

- Marketing and promotion: Crowdfunding platforms provide marketing tools

- Validation: Can validate your idea, demonstrating that there's demand

- Community engagement: Allows you to engage with potential customers

- Diversified risk: Diversify the risk associated with funding

Cons:
- Uncertainty: The outcome can be unpredictable

- Competition: Can be challenging to stand out and attract backers

- Fees: Crowdfunding platforms charge fees

- Regulatory requirements: May need to comply with regulatory requirements

- Time-consuming: Managing a campaign requires significant time

- Social proof: Can create pressure to deliver on promises
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3 Friends and family funding

Pros:
- No interest payments: Don't have to worry about interest payments

- Less debt: Avoid the risks such as default or foreclosure

- Control and equity retention: Retain more equity in your company

- No dilution of ownership: Often doesn't involve equity dilution

- Personal relationships: Strengthen personal relationships and build trust within 

the business

- Less formalities: The process is less formal than traditional fundraising

Cons:
- Relationship strain: Can put a strain on personal relationships

- Lack of expertise: No necessary expertise or industry knowledge

- No professional due diligence: There may be less scrutiny over business plan, 

financials, or market viability

- Limited access to capital: May not have access to the large amounts of capital 

needed for significant growth

- No external validation: No external validation and credibility to your business

- Power dynamics: The power dynamic can shift in your business

4
Accelerator funding - popular program that provides funding and 
support to start-ups in exchange for equity

Pros:
- Access to funding: Access to significant funding

- Networking opportunities: Connect start-ups with a network of investors, 

mentors, and peers

- Expertise and mentorship: Offer expert advice and mentorship from experienced 

professionals

- Resources and infrastructure: Access to resources such as coworking space, 

technology, and software

- Rapid growth: Can accelerate growth by providing access to capital, expertise, 

and resources

- Increased visibility: Can increase visibility among investors, media, and 

customers

Cons:
- Equity dilution: Take an equity stake in the start-up

- Loss of control: By taking on outside funding, start-ups may have less control 

over their business decisions and direction

- High expectations: Often have high expectations, which can be stressful

- Pressure to scale quickly: May feel pressure to scale quickly

- Dependence on investor guidance: Start-ups relying heavily on accelerator 

funding may become too dependent on investor guidance
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5 Angel investor - raise capital from high-net-worth people

Pros:
- Personal connection: Angel investors often have personal relationships with the 

founder

- Early-stage support: Angels are typically more willing to invest in early-stage

- Flexibility: Angels may offer flexible investment terms, such as convertible notes 

or equity participation in a non-dilutive manner

- Valuable guidance: May have valuable experience and expertise

- No formal due diligence: Often less formal than traditional venture capital

- Less dilution: Invest in a smaller amount compared to venture capitalists, so 
there may be less equity dilution

Cons:
- Higher risk: Take on higher risks by investing their own wealth in start-ups with 

uncertain prospects

- No formal governance structure: Might not have the same level of accountability 

and governance as those funded by venture capitalists or institutional investors

- Lack of professional due diligence: Angels may not conduct extensive research 

and due diligence

- Limited access to capital: Might find it challenging to secure additional capital in 

the future

- Pressure to grow quickly: Angel-backed start-ups may feel pressure to 

scale quickly

6
Seed funding - the necessary capital to turn ideas into viable 
businesses

Pros:
- Validation: Can validate a start-up's idea

- Early-stage investment: Secure critical capital during a vulnerable stage

- Bootstrapping: Enables start-ups to bootstrap their business

- Growth acceleration: Can accelerate growth, helping scale faster

- Networking opportunities: Provide access to valuable networks

- Learning experience: Teach founders essential skills such as fundraising, 

business planning, and market validation

Cons:
- Equity dilution: Often involves significant equity dilution

- High risk: High-risk investment for investors

- Time-consuming: Requires to prepare a solid pitch, business plan, and financial 

projections

- Limited resources: Start-ups that receive seed funding may have limited access 

to additional capital or resources in the future

- Loss of control: Start-ups may lose some control over their business decisions 

and direction
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7
Venture capital (VC) funding - capital from investors who have a 
vested interest in the company's success

Pros:
- Access to large amounts of capital: Venture capitalists can provide significant 

funding, which can help scale faster

- Strategic guidance: Experienced venture capital investors bring valuable 

expertise, network, and connections to the table, helping start-ups navigate 

complex industries and regulatory environments

- Network and relationships: Start-ups backed by venture capital gain access to a 

vast network of industry experts, partners, and potential customers

- Market validation: Venture capital investment can provide market validation, 

demonstrating that there's interest in the start-up's product or service

- Rapid growth acceleration: The influx of venture capital funding can accelerate 

growth, enabling start-ups to expand their customer base, increase revenue, and 

build momentum

- Professional management team: Often bring in experienced management teams 

to complement the founders, providing additional expertise and leadership

Cons:
- Equity dilution: Venture capital investment typically involves significant equity 

stakes for investors, which can lead to diluted ownership for early investors or 

founders

- Loss of control: By taking on outside investment, start-ups may lose some control 

over business decisions and direction

- Pressure to scale quickly: Start-ups backed by venture capital might feel pressure 

to scale rapidly, which can be challenging and may not always align with the 

founder's vision

- High expectations: Venture capitalists often have high expectations for growth 

rates, revenue, and profitability, which can create stress for founders and 

management teams

- Valuation risks: Start-ups risk undervaluing their company or overpaying 

investors if they don't achieve projected milestones or growth rates

- Dilution of cash reserves: Venture capital funding may require start-ups to 

allocate a significant portion of their cash reserves, leaving them with limited 

liquidity
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