FINANCING YOUR NEW IDEAS
AND GROWING YOUR BUSINESS

It’s the dream.
Freedom from the 9-to-5 grind and late-night emails. The opportunity
to express yourself through something that is yours.
Business ownership is what many of us aspire to, but owning a
business is only the first step.
If your ideas flourish and if the market responds well to what you
offer, the next step is growth, and this is where many business owners
struggle.
The challenge of scaling a big idea with a limited scope into many
ideas with much larger scope is not only a commitment of time, it
is also potentially very expensive, and often needs some form of
outside funding.
Fortunately, there are options.
Small businesses find funding in a diverse range of sources, from
traditional loans to venture capital and crowd-sourced funds made
possible by the Internet.
In this guide, we will explore each of these options, how they relate
to your situation, and how to decide which will best fit your business.
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There are several types of loans, however, each of which is
designed for specific situations. They include:
Term loans: These are standard lump sum loans that must be repaid
over a set period of time with a set interest rate. You can borrow larger
amounts than with most options, and you can have the funds within a few
days (if borrowing online).
SBA loans: The Small Business Administration guarantees loans for
small businesses, often with 7-to-10-year terms for working capital and
equipment. They are difficult to qualify for but have borrowing amounts up
to $5 million and offer lower rates than bank loans.
Lines of credit: If your borrowing needs are short term, a line of credit is
a flexible way to address cash flow issues. If you don’t expect to need a
specific, large, lump sum of money, this allows you to borrow only what
you need, when you need it.
Equipment loans: Purchase equipment now instead of waiting to have the
cash on hand to buy it outright. You can start building equity sooner and
put that equipment to work in your business.
Invoice factoring: If you have a lot of unpaid invoices, factoring
companies will purchase your invoices for a percentage of the total
invoice fee and take up collection duties. The fees can be high, however.

Traditional Loans
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For most entrepreneurs, business loans represent the
most easily accessible type of funding. There are
hundreds of banks and lenders who offer a range of
different options, depending on your type of business,
available resources, and creditworthiness.

Invoice financing: Inversely, you can get a cash advance against the
outstanding invoices your company holds. Again, the fees are high, but
you retain ownership of the customer relationship.
Microloans: Microloans are a newer development for small businesses,
offering loans of less than $50,000 from nonprofits and mission-based
lenders to business owners in disadvantaged communities. The cost is
often low, so it is a good fit if you have a small financing need.
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Each type of loan is designed for a specific
business need. If you find yourself short of the
funds to buy new equipment to open your
storefront, you don’t necessarily need a six-figure
term loan, but if that equipment is substantial or
you have other large capital expenditures before
you can open shop, then a larger loan may be
your best option.
It’s up to you to evaluate your current
situation and determine which loan best
fits your needs. Your lender
will help with this, guiding
you to choose something
that fits both your needs
and your means, but here
are some rules of thumb:
know how much you can
borrow and borrow only
as much as you need and
can realistically pay back
within a time frame that fits
your business goals.
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A grant is essentially free, providing you with a set amount of funds
to support and grow your business. The challenge with grants is that
there are few of them and the competition is fierce.
As a woman-owned small business, yours may be eligible for a
number of grants you wouldn’t otherwise be able to apply for, but
the barrier to applying for and winning such a grant is still very high.
While there are many grants designed for small businesses in
general, here are some specifically designed for woman-owned
small businesses:
The #Girlboss Foundation Grant
Eileen Fisher
Amber Grant
InnovateHER Challenge
GrantsforWomen.org
The Halstead Grant
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Grants for Women
in Small Business

Cartier Women’s Initiative Award

Before we delve too deep into financing options,
let’s look at the holy grail of small business funding—
grants.
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In addition, here are some resources you can check for other
types of grants related to small businesses.
Grants.gov: This is a database of every federally funded grant.
You’ll need to acquire your DUNS number to register and use
this database, but it’s a great place to start looking.
Small Business Innovation Research and Technology
Transfer Programs: This program is run by the Small Business
Administration and offers grants for companies with less than
500 employees that contribute to federal research.
Economic Development Administration: There are regional
offices of this program around the country that offer funding
and grants for small business owners.
Small Business Development Centers: These are sponsored by
the SBA and provide both grants and financing and general
support for small business owners.

Keep in mind that many companies, including Fed Ex, offer
small business grants as well. These tend to be even more highly
publicized and competitive but offer a chance to leverage your
network, as they often involve a voting component.
If you are interested in exploring grants as a funding source, know
that they are incredibly competitive, require a lot of work, and have
low odds of winning. You should have backup funding sources lined
up to keep your business operational.
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How Venture Capital Works
There are currently about 500 venture capital firms in the US,
which together invest more than $20BB per year in start-ups. Their
investments tend to be large, and they have a careful process for
vetting opportunities, investing in only 1% of the deals they consider.
Venture capitalists and their firms work hard to identify and invest in
emerging companies with brilliant ideas but not enough funding to
realize those ideas. Their goal is to be the first investors in the door,
not only to help push a good idea to fruition, but to have buy-in on a
potentially multimillion- or multibillion-dollar idea.

Venture Capital
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Venture capital is often associated with technology
start-ups and Silicon Valley. It is not exclusive to
this industry, however, and VC firms have been
instrumental in funding and guiding thousands of startups and small businesses through their growth phases.
The process to apply for and successfully win VC
backing, however, is much different than the process
of acquiring a traditional loan, and often opens up
your business to outside ownership interests that many
people find cumbersome.
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As you can imagine, that means they are taking on an incredible
amount of risk, and they do it repeatedly every year, looking for
those unicorn startups that will make it all worthwhile. To manage risk
as much as possible, they have strict requirements and a thorough
vetting process before they invest. Changes to your business
structure, branding, core offerings, or even your staff may be
needed to accommodate certain funding opportunities.
So, is venture capital the right fit for your business?
It depends. A shot of capital from a VC can be a huge boon—
enough to run your business for months or even years, and more
importantly to start scaling rapidly.
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VC tends to be the best fit for people who have amazing ideas, a clear process in place, proof of concept that there is a larger market out there than
you can currently reach, and a lack of funds to realize your potential. If you can point to the white board and show the future of your business given
more cash on hand, venture capital is a potential solution.
Just be aware of the demands often put on small companies like yours. These are seasoned investors who want to see a return. They not only take an
ownership share that gives them some amount of decision-making power (and a share of future profits), but they will also set clear requirements for how
your business operates, which could include key changes you may not want to make. If you are more invested in the success of your company than the
specific details of how it gets there, VC is an option worth looking into.
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For example, a startup launching a new camera tripod that syncs to
an iPhone might go to Kickstarter with their project, allowing people
to invest money in exchange for a tripod when they are eventually
produced. These aren’t preorders: the company is asking for
investors, not buyers. Those investors are taking on a certain amount
of risk. The startup could go out of business before the tripods are
produced, and they may thus never receive their rewards.
It’s that transfer of risk that makes crowdfunding so appealing for
many small business owners, but because of the ask you’re making
of your investors, it can be difficult to start a successful crowdfunding
campaign.

Crowd Funding
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Most commonly associated with Kickstarter and
Indiegogo, crowd funding is the process of asking
customers and potential customers to invest small
amounts of money into a specific idea in exchange
for small rewards, a share in your future success, or
other considerations.
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How Crowdfunding Works
for Startups and Small Businesses
Depending on your goals, you have several types of
crowdfunding campaigns to choose from. They include:

01

All or nothing: Kickstarter operates on an all-or-nothing
model. If a project doesn’t fund, no one’s credit cards
are charged and the creator gets nothing. They have
to start over. This creates a serious crunch in the 15-to60-day period that a campaign is live, but the scarcity
associated with the project can help boost visibility and
drive new investment.

02

Timed but not limited: Indiegogo offers a similar service
to Kickstarter but does not require an all-or-nothing goal.

03

Direct investment: Fundable is designed specifically for
businesses. You will upload a business plan, investment
goals, and pitch to potential investors, who can then
invest a set amount of money into your campaign for
a predetermined reward (often a measurable private
share).
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Ongoing or subscription: There are also small-scale
tools like Patreon that allow backers to invest on a
recurring basis, subscribing to your campaign. This is
most often used by content creators who produce new
content at set intervals.
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The Challenges of Crowdfunding
Crowdfunding’s popularity stems from its accessibility. Anyone
can start a new business and launch a campaign in a matter of
days to get an idea off the ground. But there are several inherent
challenges when using a diversified funding source like this:

01

It broadcasts your financial status. Except in rare
circumstances, large companies don’t resort to crowdfunding.
By using this method, you’re telling everyone that you’re short
on cash and potentially desperate for investment. It’s a better fit
for start-ups for this reason.

02

You’re beholden to a larger group of investors. Every
person who backs your campaign becomes an investor, even
if they’ve contributed only a few dollars. Communicating
with and supporting hundreds of backers can be an added
expense that your business cannot shoulder in its current state.

03

Not all business types benefit equally. Crowdfunding
was designed for creators. It has been leveraged in several
business types, and your mileage will vary depending on
your ideas, structure, and goals, but if you’re not producing
something (creatively or a manufactured good), it may not be
the best fit.

All this said, crowdfunding is a unique, 21st-century opportunity
to bypass traditional funding methods and get a business off the
ground at its most raw and untested.
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Leveraging New Crowdfunding Opportunities
One of the most exciting aspects of crowdfunding is that it can be
applied to individual business types of circumstances. iFundWomen
is a prime example, providing a crowdfunding platform that womenled startups and small businesses. The entire platform is designed to
help spotlight women-owned businesses, and to pay it forward from
those who succeed to those who are aspiring to take the next step.
Setup similarly to other popular crowdfunding sites, iFundWomen
provides a resources for new and growing businesses just starting
to look into crowdfunding and is well worth researching for those
eager to try something different for their funding.
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Kabbage
While not a lone, Kabbage is one of the best-known short-term lending
solutions for small businesses. Rather than interest on the principal of your
loan, Kabbage charges a flat monthly fee. They offer working capital lines
of credit of up to $250,000 to small businesses and have lent more than $4
billion to date. The catch is that you have only 6 to 12 months to repay the
loan.
Whether Kabbage is a good fit for your business depends on several
factors. Your capital shortfall needs to be short term (either a cash flow
restriction or seasonal decline), or you need to have high confidence that
you’ll generate the necessary revenue to repay the loan in the given term.

Angel Investors
Angel investors are similar to venture capitalists, albeit usually in an
individual or partner-operated fund. There are more than 250,000
estimated individuals who actively invest in small businesses each year, with
an average investment of $74,955 per company. Angel investors are true
godsends for many small businesses, swooping in when things are dire and
injecting promising young companies with much-needed capital. They have
a high investment rate as well, working with 10% of the companies they
consider.

Lending Alternatives
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Aside from loans, grants, venture capital, and
crowdfunding, there are several lending alternatives
that allow you to experiment depending on the
specific needs of your business.

The catch is that they are looking for a serious payout, and in a relatively
short period of time. They want to see a company grow rapidly in value—
usually in less than 10 years—and they will sell their share for a profit,
meaning ownership could be at stake in the future. Angel investment means
stipulations at every point in your operation. If you take funds from one of
these investors, be ready to jump-start your operations quickly to meet those
ROI goals.
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Tapping Family and Friends
It’s both the first and last thing that comes to mind for many entrepreneurs—
asking for money from friends and family. When you first have an idea, it’s
where your mind goes, but when the time comes to raise funds, it can be
difficult to approach parents, grandparents, and friends with your idea.
But family investment is the single highest source of funds for startups,
with $60BB invested every year and more than 38% of start-up founders
reporting that they raised an average of $23,000 from their personal circle.
It makes sense. These are the people who trust you the most and want to
see you succeed. If they can afford it, they’re more likely to see merit in and
want to be part of your idea. But there is substantial risk here as well. Mixing
personal relationships with business agreements can be a risky endeavor,
especially if things go south.
To avoid these issues, treat even small investments from your family and
friends carefully. Document them thoroughly, asking the investors to
recognize and agree to the risk that start-up investment represents. More
importantly, really think about how comfortable you are taking their money.
How confident are you in your ideas, and how will you feel if you are
unable to repay their investment in full? Make sure repayment terms are
clearly spelled out as well.
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But that doesn’t mean you have to take out a loan or seek out an investor.
Sara Blakely famously launched Spanx without any outside investment,
instead using all $5,000 in her personal savings to get the company off the
ground. As a result, Blakely still owns 100% of the company with no outside
investment needed since she started. It involved her learning how to write
patent applications and learning new skills to her business going but she
made it work.
You’ll need to be creative like Sara Blakely to truly bootstrap your small
business to success, but it is not impossible. Your side hustle can help fund
it—driving for Lyft, waiting tables, freelancing on the side—or you can
leverage volunteer support or help from people you know. But it’s not
easy; you’ll work a lot harder, it will take longer, and the results are not
guaranteed.
The big question you need to ask yourself is whether you need capital or if
it’s just nice to have.
For most businesses, there is a legitimate need. And even for businesses
that don’t strictly need more capital, if they can afford to take on the debt,
it makes sense to have expanded cash flow flexibility that allows them to
make more moves now, even if it increases future liabilities.
It’s the dream.

Going It Alone
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It’s the American ideal: pulling yourself up by your
bootstraps and doing it alone. In reality, this is much
easier said than done. Certain things simply cost
money, and by eschewing outside funding, you’ll take
longer to accomplish them.

The benefits of going it alone are simple. You don’t owe anything to
anyone. If your business idea doesn’t require outside investment or you have
the funds to invest personally, you can remain independent without outside
investors to answer to or interest to repay.
Just keep in mind the relative value of your own time and the resources it
takes to run a successful business. There will come a point at which your
time is the most valuable resource you have, and borrowing to maintain that
resource might become a necessity.

Page 29

Every option listed in this guide has pros and cons and specific situations
in which they either make perfect sense or are a poor fit. There is no “right
answer” to the question of how to get funding, so it’s up to you to sit down
and work through your business needs.
Some of the questions you need to ask yourself include:
What is the revenue potential of my business model?
What resources do I need to fully realize that potential?
Am I ready to double my efforts now or do I want to grow slowly?
How much control do I want to cede to outside investors?
Do I plan to create a product, or will I remain service oriented?
What do I want my business to look like in three years?
When you know the answers to these questions, your options will start to
come more clearly into focus. A well-structured business plan combined with
clearly outlined financial projections will help determine not only how much
funding you need but the risk you can afford to manage over that time.
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Taking the Next Step
with Your Small Business

If you’re at the stage of considering funding options, take the time today to
start answering these questions. The better you understand what you want
to achieve and how you hope to get there, the clearer the picture will be for
how to proceed with outside funding.

Your business is a living, breathing thing. What makes
sense today may not in a few months, so it’s important
to take your time evaluating the best funding options.
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The International Association of Women (IAW) is
a global in-person and online professional networking
platform that provides nearly one million women
with the forum, education, and services to thrive in an
interconnected world.
IAW members have diverse backgrounds, beliefs,
perspectives, and lifestyles, but with one common
bond — their ability to succeed. Through over 100 local
chapters and via in-person and virtual events, our
community empowers each member to realize their
dreams, acquire the connections and knowledge
needed to rise, and helps them build better work–life
integration and the confidence that is vital to lead.

Visit https://hubs.ly/H0fp7180
to learn more and join today

