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Module 11 – Leveraging Your 
Efforts For Maximum Returns 

 
What you’ll learn from this module: 

 How to dramatically expand your JV business using 
other people’s money. 

 What you need to know about venture capitalists to 
get them to invest millions in your business. 

 A step-by-step approach to convincing Angel 
Investors to lead your investing syndicate. 

 About other types of investors that can help expand 
your business – sometimes with free money. 

 How to open multiple versions of your business and 
have other’s manage them, while you run the 
headquarter office. 
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Ways to Expand Your Business Using  
Other Peoples’ Money 

One of the big differences between people who succeed in business 
and those who don't lies in how they leverage profits and other 
money. 

Learning how to 
effectively leverage your 
time and money is how 
you grow your business. 
Period. 

In big business, 
companies use leverage 
by borrowing money 
from banks and 
investors to fund their 
expansion. They also leverage time by outsourcing operations 
externally that normally would have taken the efforts of their direct 
staff. 

We, as online business owners and internet marketers, can use 
leverage to grow and expand our businesses as well.  

Venture Capital Funds 
What we will explore and learn about in this module is how to find big 
time investors that can help you dramatically expand your best JV 
ideas. Basically you’re going to bring on another partner or partners. 

But this time you have the business ideas and they bring the bankroll 
to make it happen and make it happen big. 

These are venture capital funds that can bring millions of dollars to 
your expansion. 

Here are a few of the attributes they are looking for: 
 Small to medium sized enterprises.  
 Most industry sectors - there are a few restrictions.  
 All stages of development, from early stage through 

expansion.  

Start Running a Big Business and 
Move to the Corner Office 
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 Financial requirements consistent with the venture fund's 
ability to invest.  

 Strong, experienced management teams that are personally 
and financially committed to the company.  

 Good potential for growth in sales, profits, and shareholder 
value.  

 Clear customer need for the products/services offered, ideally 
demonstrated by a sales track record.  

 Convincing strategy for marketing, selling, and delivering 
products in the face of competition.  

 Exit possibilities for the venture fund in 3-5 years' time.  
 Effective financial systems and cost controls. 

Angel Investors 
The venture capital funds aren’t for everyone. They will demand that 
your business be run in a specific way…maybe in a way you don’t 
want the business to operate. 

Angel investor can be a better 
answer. Equity or Angel funding is 
simply a lump sum of money offered 
in exchange for a share of your 
business. The investment is usually 
not secured against any assets 
other than the business itself. By 
investing in your business an 
Angel is helping you to succeed but 
they are also gambling on your 
ability to generate rapid growth. 

Angel investors offer a smaller 
amount of money but they also take a smaller share on your business 
than do the venture capitalists. And they are much less likely to take 
over the management of the business. Yet, they are always 
available to offer suggestions and advice when you ask. 

Often, angel investors have been through the process of major 
expansion before and can be very helpful to you. All and all, you are 
probably at the point with your JV business that an angel investor is 
the right choice for you. 
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Franchising 
While venture capital funds and angle investors are a very effective 
ways of expanding your business, you will give up some control over 
your business. If you want to remain fully in control, then 
franchising is for you. 

Franchising is about you granting of a license for a royalty paying 
businessperson that entitles them to trade under your trade 
mark/trade name. You provide them an entire package, comprising all 
the elements necessary to establish a previously untrained person in 
the business and to run it with continual assistance on a 
predetermined basis. 

In return, they pay handsome royalties as another residual income 
stream. 

This goes well beyond the licensing rights that you learned about in 
module four that dealt mostly with master resell rights and private 
label rights. 

 
 
So let’s get at it……… 
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Your Business Plus Their Money   
Equals Huge Success 

When you are ready for a major business expansion, you need money 
to get it going. You need the money to rent or purchase space for the 
business, furniture, equipment, and supplies, etc. You also need 
money to pay employees.  

In this chapter you’ll learn about venture funds or venture capitalists. 
But first… 

Other Traditional Financing Options 
There are several places where you can get the money that an 
expanding business needs:  
 Personal savings -- you can fund the business yourself from 

savings or by getting a second mortgage on your home. Some 
people even dip into retirement accounts but that is a very 
risky way to go. 

 Family and friends—you can ask them to loan you money or to 
invest as a partner. This can be great if everything goes well or it 
can be a disaster if you lose all of their investment. Be sure they 
fully understand there are no guarantees in a business 
venture or you might be lonely over the holidays.  

 Bootstrapping -- In some simple businesses, you can bootstrap 
the business. That means that, with a very small investment, you 
get the business going and then use the profits from each sale 
to grow the business. This approach works well in the service 
industry where start-up expenses are sometimes low and you 
don't need employees initially.  

 Bank loan -- You can borrow money from a bank – if they will 
lend it to you.  
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What Makes VCs Different? 
All of the previously mentioned methods have limitations unless you 
are already a wealthy individual. Another way to get money to start a 
business is called Venture Capital (VCs) -- with venture capital, you 
can sometimes obtain large quantities of money, and this money can 
help businesses with big expansion expenses when you want your 
businesses to grow very quickly.  

You’ve probably heard of VCs funding dot 
com companies but they fund many other 
types of businesses also. Typically, a venture 
capital firm has a fund that targets specific 
types of business or industries.  

These funds are created by gathering money 
from wealthy individuals and from companies, 
pension funds, etc. that have money they wish 
to invest. The firm will raise a fixed amount of 
money in the fund, for example $100 million.  

The VC firm then invests that $100 million in some number of 
companies, often 10 to 20 companies. So the average investment in 
each company is between $5 million and $10 million. That doesn’t 
mean each company gets the same amount. It just gives you an idea 
of the size of investments typical VCs are able to make. Depending on 
the return they expect and the risk they are taking, they may invest 

Where Entrepreneurs Spend Expansion Finding 
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much more or much less. However, there are reasons we’ll touch on 
later why they have a minimum they invest. 

Each firm and fund has an investment profile. For example, a fund 
might invest in biotech startups. Or the fund might invest in dot coms 
seeking their second round of financing. Or the fund might try a mix of 
companies that are all preparing to do an IPO (Initial Public Offering) 
in the next 6 months. IPOs were in vogue several years ago but are 
much less so today. Today, most VCs expect to sell the business in 3 
to 7 years to another company or another group of investors.  

The profile that the fund chooses has certain risks and rewards that 
the investors know about when they invest the money. Normally, the 
management or partners in the fund are very knowledgeable about the 
industries they invest in.  

How VCs Make Their Money 
Typically, the venture capital firm will invest the entire fund and then 
anticipate that all of the investments it made will liquidate in 3 to 7 
years. That is, the VC firm expects each of the companies it invested 
in to either "go public" (meaning at IPO the company sells shares on a 
stock exchange) or to be bought (acquired) by another company. In 
either case, the cash that flows in from the sale of stock to the 
public or to an acquirer lets the VC firm cash out and place the 
proceeds back into the fund. When the whole process is done, the 
goal is to have made much more than the original $100 million 
invested. The fund is then distributed back to the investors based on 
the amount each one originally contributed.  

Let's say that a VC fund invests $100 million in 10 companies ($10 
million each). Some of those companies will fail. Some will not really 
go anywhere. But some will actually make it big. When a company is 
sold or goes public, it’s often worth hundreds of millions of dollars. So 
the VC fund makes a very good return.  

For one $10 million investment, the fund might receive back $150 
million over a 5 year period. The VC fund is playing the law of 
averages, hoping that the big wins (the few companies that make it) 
overshadow the failures and provide a great return on the $100 million 
originally collected by the fund. The skill of the firm in picking its 
investments and timing those investments is a big factor in the fund's 
return on investment. That’s a key reason they invest only in industries 
and business that they have a keen understanding of. 
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From an entrepreneur's standpoint, here is how the whole transaction 
looks. The company starts up and needs money to grow. The 
company seeks venture capital firms to invest in the company. The 
founders of the company create a business plan that shows what they 
plan to do and what they think will happen to the company over time 
(how fast it will grow, how much money it will make, etc.). The VCs 
look at the plan, and perform due diligence.  

 
We’ll get into due diligence later but it involves analyzing the financial 
projections and the assumptions the founders made. Almost every 
time, the due diligence results in lower financial returns than the 
business plan projects. These lower numbers still need to provide the 
VC with a healthy return on the investment. 

If they like what they see, they invest money in the company. The first 
round of money is called a seed round. Over time, a company will 
typically receive 3 or 4 rounds of funding before going public or being 
acquired.  

What the VC Does Beyond the Financial Investment 
In return for the money it receives, the company gives the VCs stock 
in the company as well as some control over the decisions the 
company makes. The company, for example, might give the VC firm a 
seat on its board of directors. The company might agree not to spend 
more than $X without the VC's approval. The VCs might also have 
authority to approve or disapprove certain people who are hired into 
key positions, loans taken out, branch offices opened, etc.  

In many cases, a VC firm offers more than just money. For example, it 
might have good contacts in the industry or it might have a lot of 
experience it shares with the company. They may be able to convince 
a key industry titan to join the management team. 

One of the most important negotiating points that is discussed when a 
VC invests money in a company is, "How much stock should the VC 
firm get in return for the money it invests?" This question is 
answered by choosing a valuation for the company. The VC firm and 

Note: VCs gaining substantial control over your company is the big 
drawback in exchange for investing large amounts of money. As the 
founder, you will lose a lot of control over your baby. You may even 
be replaced as the CEO or president of the company. Strongly 
consider this before accepting VC money. 
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the people in the company have to agree how much the company is 
worth. This is the pre-money valuation of the company. Then the VC 
firm invests the money and this creates a post-money valuation. The 
percentage increase in the value determines how much stock the VC 
firm receives. A VC firm might typically receive anywhere from 10% to 
50% of the company in return for its investment. More or less is 
possible, but that's a typical range.  

The original shareholders are diluted in the process. The 
shareholders own 100% of the company prior to the VC's investment. 
If the VC firm gets 50% of the company, then the original shareholders 
own the remaining 50%.  

Reasons to Raise VC Money 
While every business is unique and has different financial needs, 
there are generic reasons to turn to VCs when serious business 
capital is needed.  

You will need all three of these elements to raise VC funds: 
 Unique product or concept. 
 Passionate management team. 
 Potential to penetrate a large market. 

What VCs enable you to do: 
 Hire key managers and executives. 
 Hire staff to get the job done. 
 Build out your infrastructure: 

• Add a sales department 
• Add accounting 
• Increase production 
• Add new locations 
• Increase marketing 
• Whatever makes sense for your business 

 Rapid product development (from concept to commercial 
reality). 

 Create cross business partnerships (when you can’t attract them 
yourself). 

 Fully commercialize a product or service:  
• Add features 
• Franchise 



Your Business Plus Their Money Equals Huge Success 

12 
Copyright © 2008 - 2009 Lazer Marketing. All Rights Reserved. 

• Expand regionally or nationally 
 Nationalize or internationalize a product or service. 

A Typical VC Group Structure 
Generally, there will be one or two senior partners that have overall 
responsibility for the fund and several associates that are responsible 
for keeping track of existing investments while looking for new 
investments. 

 
Your first contact is likely to be with an associate. These people will 
have master of business degrees or maybe an engineering degree 
coupled with a master of business degree. They are very intelligent 
people. 

Your first contact will probably be no longer than 30 seconds or a 
minute on the telephone. If you handle this well, you will be asked to 
email a copy of your executive summary or business plan. Try to do 
this while you still have them on the phone. Say something like, 
“I’m sending it now, please let me know when you receive it”. 

This is to your advantage for several reasons. First, you know that 
they received it. Second it can increase the amount of time you keep 
them talking on the phone about your business. And third, if you are 
very lucky, you can get them to open it while you are on the phone 
and maybe even get them to start asking questions.  

Limited Partners - Investors 
Public pension funds, corporate pension funds, 
insurance companies, high net worth individuals, 
endowments, foundations,  

Venture 
Capital Firm 

General Partners 

Venture Capital Fund 
Limited Partnership 

Investment Investment 

Fund / Investment 
Management 

Fund ownership 

Funds ownership of the 
portfolio investments 
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If not, encourage them to call back with questions. 

Follow up in a few days with a telephone call to see if they have read it 
and if they have questions. If they really like what they read, they will 
call back with questions. 

At this point, you are not trying to close the deal. You are trying to get 
to the next step in the process. Either to send them the full business 
plan or to set up a meeting to discuss it. 

If the meeting with the associate goes well, you should be asked to 
make a presentation to the full partnership. Several other 
entrepreneurs will make presentations at that meeting. 

The partners of the venture capital fund will select which, if any of the 
presentations to investigate further. If yours is selected, the associate 
you first made contact with will probably be assigned the investigation. 

This first contact is important, be sure to always treat them 
professionally and with respect. You need them to make several 
critical recommendations to the full partnership. 
 They select who makes presentations. 
 They can help you flavor the presentation to the likes of the 

partnership. 
 They can explain the investment process to you. 
 You should ask them what their role is in the process rather than 

make assumptions. 
 Quite possibly, they will be sitting on your board of directors. 

What is Equity Financing? 
Equity finance is money invested in a business for the medium to 
long-term in return for a share of the ownership and, often an 
element of control of the business. 

Unlike lenders, equity finance investors don't normally have rights to 
interest or to be repaid on a particular date. Their return is usually paid 
in dividend payments and depends on the growth and profitability of 
the business. 

Because equity investors share the risks your business faces, equity 
finance is often referred to as risk capital. 
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Also, unlike lenders or loans, there is no monthly loan payment that 
needs to be made. This makes equity financing attractive because the 
business most likely can’t make loan payments yet. At least not on 
loans for the large amount of money being sought. Rather, they need 
to put the money to work and don’t expect to begin seeing significant 
revenue growth for many months or even years. 

In reality, equity financing can come from anywhere. If family and 
friends have enough money, they could invest for partial ownership of 
the company. However, equity financing is most often associated with 
angel investors and venture capitalists. 

Always know that venture capitalists intend to one-day sell the 
company for profit from their investment. 

Well-known firms that have received equity financing include:  
 Apple 
 Cisco 
 Microsoft 
 Netscape 
 Sun Microsystems 
 Staples 
 Starbucks 
 Google 
 Amazon 

What Makes a VC Investor a Good Match With Your 
Business? 
The rifle approach is simple but time consuming. This approach seeks 
to find the best match of a VC with your particular business. Other 
approaches take money from anyone that will invest regardless of how 
compatible the business and investor are. 

Using the rifle approach, you search by five variables and then rank 
your candidates on how well they meet these criteria.  
The five key search variables are: 
1. Searching by business type: Most venture capitalists specialize 

in one or more industries. It's the focus on a particular technology, 
industry or business that supposedly lets them pick winners in their 
early stages. This specialization is good news because it allows 
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you to easily identify venture capitalists who should be interested 
and those who probably won't be. 

2. Searching by geographic location: Because VCs will be involved 
running the business to some degree, investing makes distance a 
factor. To be a board member, and perhaps closely involved in a 
company's development, a VC might find it unrealistic to invest in 
companies clear across the nation. Some do and some don’t. Most 
venture capitalists stick to well-defined geographic regions Some 
even limit distance to a 2-hour drive from their office.  

3. Searching by development stage: In the same way that venture 
capital investors specialize in one industry or another, they also 
specialize in different stages of development. Some VCs invest in 
early-stage companies, while others invest in more mature 
companies. Often they leave the seed round of funding to angel 
investors and only come on board for later rounds of funding. 
VCs know a company that is trying to make a better mousetrap 
requires much different care and feeding than one that has already 
figured this out and is on the brink of national distribution. They wait 
until a fully operational prototype is in hand and then fund rapid 
development of a sales team and distribution channels. 

4. Searching by leadership status: In the world of venture capital 
investing there are leaders and there are followers. The leaders, 
also known as "lead" firms, are those that have recognized 
expertise and who conduct extensive due diligence on their 
prospective portfolio companies. You need to first find a lead VC 
because they will often find follow-on investors for future 
funding rounds. Follow on VCs simply invest alongside the lead 
firms. Without a lead VC, the follow on VCs will not come on board. 

5.  Searching by deal size: VCs usually place upper and lower limits 
on the sizes of their investments. These limits are related to the 
overall size of the fund the venture capitalist is managing. VCs with 
$150 million to invest typically won’t look at a $500,000 deal. The 
reason is because investing the entire fund in $500,000 increments 
means the firm would have to invest in 300 deals. They can’t do a 
decent job overseeing 300 different early stages companies. 

Researching VCs 
Almost every VC fund has a website that you can thoroughly 
research before contacting them. 
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One thing to look for is if their current portfolio includes a business 
that you will be directly competing against. Remember, they invest 
in industries they know. It shouldn’t come as a surprise if they 
already have a competing technology or business model. This can 
be a deal killer. If you have other prospects, you should probably 
move on to them. 

On the other hand, maybe your business is complimentary to 
another they have in the portfolio. This can work very well in your 
favor. Your chances of being funded might improve if they see a 
future possibility of combining your business with another they 
already own. 

Looking closely at one that at first glance appears to be a 
competitor. A closer look may reveal that in fact it is a good 
complimentary match. 

Call the CEO of a portfolio company. You can explore possibilities if 
it is a complimentary company. If it’s not complimentary, you can 
still ask questions to learn as much about the venture fund as 
possible before making contact. 
 Learn what they can tell you about the process. 
 Learn what they think the fund is currently looking for. 
 What you should stay away from during any conversations 

with the fund representatives. 
 What they value. 
 What they dislike. 
 Seek to make the CEO a mentor to help you through the 

process or an ally within the fund. 
 Attempt to set up a follow on meeting to learn more. 

 Other Attributes to Look For in a Good VC Match: 
 Find VCs with a deep understanding of your industry. VC 

partners are brought in because they have executive 
experience in a specific area. They can add value by taking a 
seat with the board of directors. They bring connections, 
strategic input, market knowledge, and can see the horizon 
beyond the immediate future. Value their creative conflict to 
flesh out all business possibilities. 
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 Turn down the money if they try to force you to go in a 
direction that you completely disagree with. You will not be 
able to get along with your partner and they will have 
significant control of the company. Before taking the money, 
make sure everyone has their cards on the table and 
make sure you fully understand their reasons for wanting to 
do something you are uncomfortable about. With full 
knowledge, if you still strongly disagree, walk away from the 
money and look for a different partner. 

 It’s important that management be flexible with VCs. 
Especially if management has little or no major expansion 
experience or no experience running a large regional 
company. What might seem an irrational requirement of a VC 
might not be. Often this involves the amount of equity the VC 
is requiring in the deal. Yes, they are going to ask for 20% or 
more ownership for a very large cash infusion. If they are the 
lead VC, remember follow on VCs also get a chunk of the 
business. By the time the company is sold, as the founder, 
you may only still own 10% or less of the company. If you 
can’t accomplish what you want any other way, you might 
have to give most of your ownership to fulfill your dream. 

Common Mistakes Made by Entrepreneurs 
There are common mistakes that entrepreneurs make when 
approaching VCs. They include: 
 Not doing enough homework. 

• Not understanding the major dynamics of the industry. 
• Not fully understanding who the major competitors are and 

advantages they may have over you. 
 Being technical experts, entrepreneurs often have not put 

together an effective team to cover their weaknesses. 
• Sales 
• Marketing 
• Management 

 Not putting together an equity package that is attractive to both 
management and the investors (offering enough ownership).  

 Your business proposition should be clear. 
• Who your customers are,  
• What problem is being addressed,  
and  
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• How the company can solve the problem.  

Many first time entrepreneurs pitch their ideas in such a way that 
investors have difficulty understanding the business proposition even 
30-minutes into the meeting. Your first meeting will be short but you 
must balance this information along with financial information about 
how much the deal is worth. This is very important since most 
investors also expect a crisp and precise value proposition. 

The Importance of Understanding Your Competition 
Some entrepreneurs think they have found the perfect product or 
service that has absolutely no competition and they will be able to 
corner the market. A VC knows this is never true and will shy away 
from entrepreneurs that insist it to be true. 

What VCs think of the “No Competition” strategy 
 Can’t be done. 
 Not profitable – no buyers. 
 Wants testimonials from potential buyers assuring there is a 

market. 
 Want to know why buyers will buy and what market segment 

they are in. 
 What are the barriers to market entry if no one is in the market? 
 If you develop the market what are the barriers to keep others 

from entering? 

What VCs would rather see is a large market where you can dominate 
the competition with a superior product – bring something new, better, 
faster, or cheaper to a market that you can corner. 

 
What VCs Look For in the Executive Summary of the 
Business Plan 
You’ve already studied and hopefully written your business plan. What 
you need to know right now is that in the early stages you will be 
fortunate to get VCs to look at the executive summary. 
 
There are two general models for the executive summary. First is the 
short version at about two pages. It hits the highlights but leaves 
details to be covered in the body of the business plan. 
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The second version is about four pages in length with more detail to 
whet their appetites.  
 
You can try learning which is preferred by a specific VC by reviewing 
their submittal process on their website or any instructions they might 
provide. You’ll probably need both versions to meet the expectations 
of different VCs. 
 
The three critical subjects to cover in the executive summary are: 
 Management team 
 Proof of market 
 Exit strategy 

Structuring a Management Team 
Typically, you won’t have the money to hire a team until after funding 
is in place. The best substitute you can have for this is a stack of 
résumés of people willing to come on board. 

The best people to line up are those with industry experience that 
come from competitors or at least from related industries. 

Finding a well-established executive in the industry willing to join your 
startup brings a halo effect with them. Try finding a major corporate 
executive that is tired of the bureaucratic culture and looking for a fast 
paced opportunity. Even if they won’t join your management team, 
having them as a board member adds strong credibility to your 
venture. 

Very early, you do want to hire at least a part time marketing expert 
that can give you necessary advice until a full time position can be 
funded.  

It varies by industry and strategy but you should plan to have a bare 
bones staff until there is real work and funding for them. If the strategy 
is to be first to market, you will ramp up much faster than if a gradual 
market entry plan is used. 

Whatever strategy is used, it will need to be shared with the VCs. Not 
just by head count but by changes in responsibilities.  

  Sales Advisor       Sales Director    Sales VP 
 Today   Post Funding   2 Years 
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Proof of Market 
One thing is sure, you will need to convince VCs that you can sell stuff 
in the market. It doesn’t matter if it is a better mouse trap or a 
revolutionary new service, if you can’t convince them that it will sell, 
the whole conversation and opportunity will end there. 

Ways to prove the market exists: 
 Showing a customer list of those ready to sign up to buy 

product. 
 Use names of companies, especially big name companies. 
 In some industries, the VCs will expect you to have customers 

signed up before the product or service is ready. 
 Showing sales figures for similar products or services already in 

the market. 
 Anything you have that is tangible about the market, customers, 

or potential customers. 
 Document the benefits that customers will receive from the 

product. Customers are seldom interested in product features, 
they want to know how they will benefit from it. Will it: 
• Make a task easier to complete? 
• Save them money? 
• Entertain them? 
• Save them time? 
• Eliminate or simplify and unpleasant task? 
• Make something safer. 
• It’s all about the benefits the customer will receive. 

 Investors like to talk to potential customers. If you provide a list, 
be prepared for VCs to make a few calls to verify your claims 
directly with the customers 

Exit Strategies 
The VC is in it for the money. They make their money when the 
company is sold and want a definite time line of when that will happen. 
They are not in it to build an empire that you can pass on to your 
grandchildren. So if that is what you are in it for, VC financing is not for 
you. 

What VCs are looking for in an exit strategy: 
 Target for exit should be within 3 – 7 years. 
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 Being able to fill in a product line for another large corporation 
(being acquired). 

 Great if you can list similar small to medium sized companies 
that have been acquired by industry giants in the last several 
years. 

 Include circumstances of industry giants acquiring small to 
medium size companies. 

 Are the circumstances the same today and will they remain the 
same when the time comes to sell your company? 

 Going public with an IPO is a strategy but is used much less 
today than during the hay day of the dot coms. 

 Repaying investors with earnings – extremely rare, growing 
companies are always using profits for further expansion. Only 
works if you have a specific plan to stop growth and it generates 
enough earnings to repay investors 10X or more than what they 
invested. 

 Include your exit strategy in the executive summary of the 
business plan. 

What Kills the Deal 
Many things can kill any chance that you have of obtaining financing. 
It could be your idea is a great one but just not an industry that fund 
invests in. Ask for a reference to the right fund if you have a chance. 

It could be that you are perceived as not being adequate CEO 
material but they could always offer to help find the right CEO if they 
are interested in making a deal. 

Here some common deal killers when making a presentation to VCs: 
 Claiming there is no competition without strong support for the 

claim. 
 Not being realistic about what can be accomplished financially or 

in a given period of time – when it comes to financial forecast 
the industry term is “the usual pack of lies”. 

 Using the wrong business model – if you’re a software company, 
you will not become Microsoft in the next 5 years and no one’s 
going to believe you can do it in 20 years either. 

 Prove your sales forecasts mathematically. 
• How many sales calls can a rep make daily, weekly, 

monthly? 
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• How many will he close, 1 in 10, 3 in 10? 
• Are your numbers believable even if they are optimistic? 
• If one rep closes 3 per week at $1,000 per closing and you 

have 5 reps that means 3 X $1,000 X 5 = $15,000. In a 4 
week month you can expect to earn $60,000. 

• Showing too much growth in 
sales is called the “hockey 
stick approach” when you 
forecast a long time with flat 
sales and suddenly it goes 
straight up the chart. 

 Claiming to take 60% of the market in 5 years is another 
unbelievable claim. 

 Balance optimism with reality – this is where experienced 
managers can help. 

 Another area to be leery is R&D, it almost always takes more 
engineers and scientists to accomplish it and longer than 
planned for to get it done. If you’re on a shoestring budget it will 
be unbelievable. 

 Conflict or competing with an existing portfolio company the VC 
already has. 

VCs invest in people they know and companies they understand - 
They all say no 99% of the time, and they reject perfectly good 
companies, but they invest in things they feel comfortable with. 

Find the right VC match - Don't be too quick to change your strategy 
or pitch just because the first few VCs reject it. It’s all about finding the 
right VC that is interested in what you are doing and comfortable in the 
market space. Don't waste time trying to convince a reluctant VC. 
Move on and spend the time finding the right VC for you...that "gets it" 
the first time. There are at least 1,000 VCs you can approach. They all 
have different investment tastes...just like all of us do. Go for it! 

If They Say No 
Don’t be surprised when several funds say no. Or more likely never 
talk to you at all.  

But there are important things you can walk away from even if you 
only have them on the telephone for 30 seconds.  
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 Ask to be referred to another prospective investor. 
 When you call the new prospective, start with “I was talking with 

Joe Smith at ABC Investments when he said that Mr. Williams 
might be interested in my business proposal”. 

 If Mr. Williams isn’t interested, repeat the process by asking for 
the name of another prospect. 

 You can snowball the name-dropping into a powerful opening 
line with “I’ve talked to Joe Smith at ABC Investments and Mr. 
Williams at the XYZ Fund when the name of Ms. Kirks came up.  

 Keep trying you’ll find the right match sooner or later.  

A Venture Capital Success Story 
Ciao is Europe’s leading online community for independent reviews 
and ratings on millions of consumer products and services. The 
company launched in 1999 with initial funding from Wellington 
Partners and Burda Ventures. 

Ciao’s strong profitable growth and excellent market position in 
Europe won it the attention of NASDAQ - listed Greenfield Online. In 
April 2005, this leading provider of online surveys in the US. acquired 
the company. The sustained growth and the enormous popularity of 
Ciao prompted Microsoft to acquire Greenfield Online in a transaction 
valued at approx. $ 486 million three years later. 
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Angel Investors – A Good Choice 
Angel capital fills the gap in start-up financing between "friends and 
family" who provide seed funding, and venture capital. Although it is 
usually difficult to raise more than a few hundred thousand dollars 
from friends and family, most traditional venture capital funds are 
usually not able to consider investments under $1–2 million.  

Thus, angel investment is a common second round of financing for 
high-growth start-ups, and 
accounts in total for almost as 
much money invested annually as 
all venture capital funds combined, 
but into more than ten times as 
many companies. 

Angel investors are similar to 
venture capitalists except on a 
smaller scale. Typically, these are 
individuals that have already made 
themselves rich.  

Now they are looking for something different. They want someone 
else to stay up until 4am getting product out but angel investors still 
want to be part of the thrill in expanding a business. 

Often they made their money in the technology sector. They made 
their pile of money when thy sold off their company. They know the 
process and now want to help others. 

Many operate as individuals although some partner with other angle 
investors. They also work in clubs where you might be invited to make 
a presentation to a group of potential investors. 

Their business model resembles venture capitalists in the fact that you 
often need to find a lead investor that will bring others along. They are 
looking for the same key ingredients for the expanding or startup 
business: 
 Solid management team. 
 Good market prospects. 
 Realistic business plan for success. 
 Have your own money invested in the business. 
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 Know that follow on funding will likely be needed. 
 Plan to sell the business in 5 to 7 years. 

What does make angel investors different from VCs is they take a 
bigger risk. Angels come in with funding when VCs consider the risk to 
be too high.  
 The business lacks maturity. 
 There is little or no formal business infrastructure in place. 
 They are investing their own money, not others’ money the way 

VCs invest for retirement accounts, mutual funds, etc. 
 They are more patient about expecting a return on their money 

than VCs. 
 In it for “the fun” as much as the financial reward but you need to 

respect the money. 
 Invest when many unknowns exist. 

For these reasons, they expect to be well compensated with a large 
equity share although they will not be investing nearly as much money 
as venture capitalists will be. 

You need to plan on protecting your angel investor in future rounds of 
funding. Venture capital may come with terms and conditions that 
significantly devalue or dilute the angel investor’s value in the 
company.  

A VC firm may even insist on renegotiating the angels' original 
investment terms. It’s important to remember where you received 
early financing when no one else would provided it. Angel investors 
deserve to be well rewarded for taking this level of risk. 
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Highlights of An Angel Investor Term Sheet 
Type of Security:  Convertible Series A Preferred 

Stock (Series A).  
Dividend:  8% non-cumulative.  

Liquidation Preference:  

Non-participating Preferred 
(Return capital to Series  
A, then remaining proceeds to 
Common); provided  
that if the Company grants 
participating rights to next round 
of investors, then Series A will be 
revised to include similar rights. 

Conversion:  

Autoconversion on IPO at 5x 
purchase price with offering size 
of at least $10,000,000; 
permissive conversion at any 
time. 

Anti-dilution:  
Stock splits and price based anti-
dilution on a weighted average 
basis. 

Voting Rights:  

Preferred vote with Common, 
except as required by law. Other 
protective provisions may be 
included 

Directors:  

Series A elects one director, 
Common elects one director, all 
others elected by Common and 
Preferred voting together. 

Information Rights:  

Major investors get annual 
audited and monthly  
unaudited financial statements 
(Major investor is anyone 
investing at least $100,000 with 
affiliated entities being 
aggregated). 

Registration Rights:  

Two demand, unlimited 
piggyback, one S-3 per  
year. All rights terminate 5 years 
after IPO.  

Right of First Refusal:  
Major investors get right to 
maintain ownership  
percentage on future financing.  
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Dealing With Angel Investors 
 Seek out investors with a deep knowledge of your industry. They 

will be more interested in taking a closer look. They also offer 
you more than only a financial investment. They can provide 
contacts, advice, and other valuable services. 

 From the beginning, you should be looking for a “lead” angel 
investor that has a network and can bring 2 or 3 additional angel 
investors into the deal. But it is still a good idea to first “practice” 
the process with those that you expect not to invest. Practice 
getting through on the telephone to them and then getting them 
to listen to your elevator speech. The next step is getting them to 
read your business plan, even if it is just the executive summary. 
Finally, get them to set up a meeting where you can practice 
your full presentation. 

 Once you have this part of the process down, you want to move 
on to your best prospects. 

 Commitment will be difficult to obtain in the early stages so be 
patient. 

 Instead of trying to close the deal from the beginning, try to close 
the next step in the process: 
• First contact via telephone or mail – follow their preferred 

process – your elevator speech. 
• Submit the executive summary of your business plan. 
• If invited, submit the entire business plan. 
• At about this point, other investors might be brought on board 

to begin reviewing your proposal. 
• Once the business plan passes review, a meeting for a formal 

presentation will be scheduled. 
• More information will probably be requested. 
• The next step varies among individual investors. Some might 

offer a preliminary term sheet for review to learn if equity and 
other conditions you’re offering is going to be attractive to 
them. 

• Others will begin the due diligence process before offering a 
term sheet. 

• Either way, at this point, they have taken your proposal 
seriously and you likely need to have an attorney 
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knowledgeable about equity investing ready to begin 
participating in the negotiations for the investment. 

The best way to be successful is to close on the next step in the 
process rather than begin trying to close the whole deal from the 
beginning. 

About Angel Clubs 
Angel clubs have become popular in recent years. There are several 
models for these clubs and the actual process will vary from one to 
another. Although there are a few generalities that can be made. 

Some clubs are informal. They are simply a way for angels to get 
together occasionally to view entrepreneur 
presentations as a group. Club leaders pre-
screen presentations by reviewing executive 
summaries or business plans. 

Club members make independent investment 
decisions. One might invest independently or 
several might band together for a joint 
investment.  

Other clubs pool their funds, similar to 
venture capitalists. But the pools are smaller 
and they are still looking for early stage 
investments. They will have a specific criteria 
defining what attributes are required to invest 
the club money. Learn these before sending in your executive 
summary so that you highlight the right information. 

A Generic Angle Club Process 
1. Entrepreneurs are pre-screened by selected club members or a 

hired staff member. 
2. Successful entrepreneurs are scheduled to make a presentation 

at a club meeting. 
3. An open Q&A period follows the presentation. 
4. A non-binding vote is taken by the membership to indicate 

interest in pursuing an investment. 
5. If sufficient interest exists, club members are selected to perform 

the due diligence on the company. 

Angel Investors Will 
Skyrocket Your 

Business to the Next 
Level 
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6. Investment terms and conditions are negotiated with either 
interested club members or the club as a whole. 

Before presenting to a club, be sure to have all of your numbers and 
facts correct. And have your presentation down cold. If you get it 
wrong in front of a club, you have exposed your weaknesses to 20 or 
more potential angel investors. 

However, as a group they are often more forgiving than individuals 
tend to be. You may be asked to come back with more or different 
information in your presentation. 

Even if they don’t invest it can well be worth your effort to make the 
presentation.  
 You will learn if sophisticated investors can follow your 

presentation logic.  
 They often give you expert business advice free. 
 They may refer you to potential customers. 
 They may refer you to other potential investors. 
 They may introduce you to industry stars that you have not been 

able to reach yourself. 
 They may introduce you to suppliers. 

Remember, they are in it for more than the money. They don’t mind 
giving free advice as long as it doesn’t threaten a competitor they 
have in their portfolio. 

If they invest, they will often establish an advisory board – not a formal 
board of directors but a valuable resource to help put your business 
structure in place. 

How to find angel investors and angel clubs 
 The supply of angel investors is large within a 150-mile radius of 

metropolitan areas. The more technology driven an area's 
economy, the more abundant these investors are. 

 Angel investors tend to hover near university programs because 
of the high level of new business activity they generate. 

 According to the National Business Incubation Association 
(NBIA), there are about 1,000 business incubators in North 
America. Angles and angel clubs stay close to these prospects. 

 10 specific steps you can take to find them: 
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1. Call your chamber of commerce and ask if it hosts a venture 
capital group. Many such groups have a chamber affiliation.  

2. Call a Small Business Development Center near you and ask 
the executive director if he or she knows of any angel investor 
groups. Ask the SBA if you don't know where an SBDC is. 

3. Ask your accountant. If your accountant doesn't know, call a 
Big Four Accounting Firm and ask for the partner who 
handles entrepreneurial services. Ask him or her to point you 
in the right direction. 

4. Ask your attorney. Lawyers always know who has money. 
5. Call a professional venture capitalist and ask if he or she is 

aware of an angel investor group. 
6. Contact a regional or state economic development agency 

and ask if anyone there knows of an angel investor group. 
7. Call the editor of a local business publication and ask if he or 

she knows of any groups. These professionals often write 
about such activity. 

8. Look at the "Principle Shareholders" section of initial public 
offerings (IPO) prospectuses for companies in your area. 
This will tell you who has recently cashed out big. 

9. Call the executive director of a trade association you belong 
to. Ask if there are any investors who specialize in your 
industry. 

10. Ask your banker. If you do business at a small bank, ask the 
president of the institution. If yours is a larger commercial 
bank, ask your lender. If you do not have a lender, ask for a 
lender who works with loans of $1 million or less. A good 
small-business banker knows of such groups because 
companies that have received an equity investment are good 
candidates for a loan. 

You Need a Lead Investor 
When you begin your search for the first round of funding, you must 
begin looking for a lead investor. This is true for both angels and VCs. 
There is no reason to court “follow-on” investors - ever.  

They will waste your valuable time. Followers will show enough 
interest to keep asking questions and wanting more information but 
they will never pull the trigger until a lead does first. 
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And here’s the real secret, the lead investor will bring his own 
followers when he’s ready to make the deal (if he wants other’s money 
in the deal at all). You never need to look for the followers. You need 
to quickly qualify potential investors as a lead or a follower.  

Some in the business will tell you that you can put a syndicate of 
investors together without a lead investor. Don’t do it. You won’t get 
the help you need recruiting top management talent, industry advice, 
setting up the next financing round, etc. What you will get are the 
headaches of doing all of this yourself plus having to keep the 
syndicate happy and informed. All of these are the responsibility of the 
lead investor. 

If you are raising financing of any kind, spend all of your time looking 
for a lead investor. Qualify every meeting upfront. If the investor won't 
lead, don't take the meeting. 

Here's what a lead investor will do for you: 
1. They'll raise their hand and say "we 

are in". 
2. They conduct due diligence 
3. They’ll negotiate price and terms. 
4. They’ll assemble the rest of the 

investment team. 
5. They’ll hire a lawyer, negotiate documents, and get the deal 

closed. 
6. Most of the time, they’ll take a board seat. 
7. They’ll work on the investment after the deal is closed. 
8. They’ll be your first call when you need to discuss something 

with your investors and they will help you manage the rest of the 
group (if there is one). 

9. They’ll often participate and even set up follow on rounds of 
funding. 

10. Will often actively help prepare the business exit strategy. 

In short, your lead investor does all of the work for the investment 
syndicate, is your financial partner, and is the focus of your investor 
group. When thinking about an investment, focus all of your effort 
on your lead investor and they will make the rest happen for you. 
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Even better than finding a lead investor is finding “co-leads”. There are 
plenty of situations when there are "co-leads". The reason is when 
your deal is ideally suited for two investors, the investors will pair up 
and do the deal together, usually on a 50/50 basis. It's typically two 
firms/investors that have a history of working together and you'll often 
get both investors on your board.  

If for some reason you do find yourself in the position of looking for 
both a lead investor and followers, there is only one way you can 
structure the deal. Negotiate the term sheet with the lead investor and 
politely tell the followers they can take it or leave it. Once you find the 
lead, hang on to them, followers are much easier to bring on board 
once the lead is in place. 

Finding a Lead Investor 
Finding a lead is not that difficult. For one, when an investor first 
shows interest in your business, politely ask them if they are 
interested in being the lead investor and if they have experience as a 
lead investor.  

To search them out try: 
 Reading press releases of companies announcing they have 

received funding. The lead investor is often mentioned in the 
press release. You might want to read old press releases 
because a lead that just signed a new deal is probably to busy at 
the time to take on another deal. Look for one that signed a deal 
a year ago and is probably ready to go at it again. 

 Just reading the on-line profiles of investors often gives you 
enough information to determine if they are a lead investor. Look 
for investors that want in on the conceptual or seed funding 
round. 

 Contact the CEOs in investor portfolios and ask which of their 
investors is the lead. 

 Look at recent IPOs that have been completed. You can find the 
names of major shareholders. Major stockholders are often the 
lead investors. This can be a great source since they just 
cashed out of a previous investment. 

 Ask follower investors to recommend lead investors. 
 Remind followers that when you find a lead they will either take 

the entire deal or bring in their own followers. There won’t be 
room for them as a follower. They need to step up as the lead. 
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There is some risk here if they have never been a lead before so 
make this one of your last options. 

Use the following chart as a quick reference as to which type of 
funding best suits your needs. 
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Quick Reference Chart of Early Stage Investors 

  Type of Funding Special Requirements Exit Strategy 
BANKS - From a 
few thousand 
pounds to 
several million. 
Established 
companies only 

Banks offer a wide range of 
funding: short and long term 
small business loans, lease 
lines, "sweep accounts", credit 
cards, accounts receivable, etc. 
 
Note: From time to time there are 
loan programs for minorities that 
require less longevity and 
security. 

Financing is almost always doubly 
secured and guaranteed by the 
principals. Even company credit cards 
are guaranteed by the principals. 
 
This is the most regulated of the 
lenders. Ratios must meet their 
requirements; paperwork must be 
outstanding. 
 
 

Pay off the loan in a specified 
period of time. Even lines of 
credit typically need to have a 
zero balance at least once a 
year. 

Angel Investors 
(individual or 
small groups) 
From a few 
hundred 
thousand 
pounds to a 
million 
Pre-start up and 
Start-up 
companies 

Very diverse. Aunt Jenny may 
donate her empty garage for the 
business; a retired business 
person may invest $100,000; a 
major customer may advance 
$500,000 against the first year's 
orders; the previous owner may 
take back a $250,000 Note 
payable over 15 years. 

This is the least regulated group. Each 
deal is negotiated separately. Being 
able to give the Angel what he wants 
(e.g., status, participation, retirement 
income, etc.) is key to striking the right 
deal. 
 
When approaching individuals, make 
sure you understand the investment 
laws, especially those that quantify 
"sophisticated investors." There are a 
lot of scams involving Angels, so be 
wary of strangers.  

Angels usually want to make 
a profit when the first major 
investor comes in. At times 
the profit may be deferred 
until the second round of 
financing, or even until the 
IPO. 
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  Type of Funding Special Requirements Exit Strategy 
GOVERNMENT 
PROGRAMS 
 
Local, regional and 
national programs 
abound. 
 
Funding availability 
varies widely from 
year to year. Some 
monies may be 
business grants; 
some are loans; 
some are 
investments; some 
are tax incentives. 

There are hundreds of programs. 
 
There are minority programs, 
science programs and business 
incubator programs. There are 
whole books just on government 
programs -- far more than we 
can touch upon here. 
 
As the economy ebbs and flows, 
governments tend to get more 
creative in finding ways of 
attracting desirable businesses, 
and tax incentives become a 
driving force in generating 
business. 
 
 
 

While there are a lot of programs, there 
isn't a lot of money in most of them. 
Often the money is "soft" money (e.g., 
tax incentives). Finding a program that 
is applicable to your business, and 
genuinely helpful financially, can be a 
real challenge. 

Varies widely. Some require 
repayment, and some do not. 
 
At the moment, the best bet 
for business grants is in the 
development of security 
products, including airport 
security, building security, 
postal security, etc. Anything 
having to do with voice 
recognition or other 
sophisticated recognition or 
security would be a shoo-in 
for business grants. 
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Other Types of Investors 
There are many other types of investors that entrepreneurs often turn 
to. The most common being: 
 Family and friends 
 Economic development agencies (government) 

Family and Friends as Investors 
Blood can be thicker than water in your search for startup capital 
funding. Family and friends can be a great source for bootstrap 
financing. They've got a 
vested interest in your 
personal success, and 
they may be willing to 
take a chance on you 
that no bank would. But 
with loved ones, 
you've got to structure 
any financing for your 
business very 
carefully — and 
understand that the 
future of the relationship 
may ride on the success of your new venture.  

You've got a great idea to expand your business, and you just need a 
few thousand dollars to get it off the ground. But you're pretty strapped 
right now, yourself. 

Who are you going to call? Mom and Dad! Your old university 
roommate, the corporate lawyer! Or maybe even your brother, who 
really should be investing in your business instead of buying 50 lottery 
tickets every week. 

In turning to family and friends for some help expanding your 
business, at least you'll be in good company: a staggering 87% of 
private financing for businesses comes from relatives and friends of 
the entrepreneur, says the Global Entrepreneurship Monitor, a 
research outfit at Babson College. 

But there are good reasons why some people call this form of 
business financing the "family, friends and fools" approach. 
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Here are our seven tips for tapping into family and friends for the 
money you need to startup your business — without getting yourself 
"un-invited" to the next holiday dinner:  

1. Understand their motives.  
2. Come up with a "kitchen-table pitch”. 
3. Make it a loan, not an investment. 
4. Focus on a repayment plan.  
5. Draft an official loan agreement.  
6. Consider lining up one person as a backstop instead.  
7. Do a gut check before going ahead.  

Understand Their Motives 
The vast majority of family and friends who will contribute financially to 
your business are motivated mainly by the desire to help you out — 
that's it! Of course, another significant motivating factor could be that 
they see your business as a decent investment. Either way, it's crucial 
for you to understand their motivations, because it will appropriately 
color how you approach obtaining business financing from them. 

Give Them Your "Kitchen -Table Pitch" 
You’ve probably heard of the “elevator pitch” or the “1 minute pitch”. 
This is the same thing except it’s specifically geared towards family 
and friends. 

Be honest with them. Tell them why it’s a good business idea, who 
your expansion customers will be, and how you will deliver the product 
to them. Explain your business structure and the costs that you need 
to cover. Of course, explain how much you expect to make and when 
the business will be able to repay the money. 

Part of being honest means explaining they could lose their money. If 
you have a backup plan to repay them, you can explain that. If you 
don’t have a backup plan, make sure they know they might never see 
the money again. 

If you have a business plan, show it to them. If they are 
unsophisticated investors, explain it to them in detail. 

The bottom line is they need to know the risks they are taking along 
with the potential reward they might earn. 
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You Want Them to Loan You Money – Not Own the 
Business 
Make sure they understand the difference between making a business 
loan to you and actually owning part of your business. Unless Uncle 
Fred made his millions doing something similar, it’s not likely you want 
him as a business partner. 

Explain to them why this is better for them. Even if the business 
becomes very successful, it will continue gobbling up profits to pay for 
expansion for years to come. While the loan can be repaid shortly 
after the company becomes profitable, you have no plans to begin 
paying dividends anytime soon. Also, there is little or no market if 
they want to sell their share of the company. They can’t call up a 
stock exchange and sell their 25,000 shares 
because it’s not a publically traded company. 
Possibly Aunt Zelma might buy the shares 
from Uncle Fred but that’s doubtful. 

Besides that, you don’t want some stranger or 
Aunt Zelma as a business partner anyway. 

What you might offer is that if the business 
skyrockets the way you hope it will is to give 
them a bonus beyond the agreed interest 
rate. Include the terms and conditions of any 
bonus in the loan agreement you will be drawing up. 

Show Them How They Will Be Repaid 
Go back to your business plan and show them exactly how you plan to 
repay the loan. Maybe you’ll begin repaying them after the business 
experiences 2 or 3 financial quarters of profits exceeding $500,000. 
And the business plan is for this to happen after 18 months of being in 
business. It’s not a promise  - it’s a forecast. Things could work out 
very differently. 

But interest on the loan will accumulate until it is fully repaid. A simple, 
easy to calculate interest rate will keep everyone on the same page. 

If your business is seasonal, you might need to work that in. If the bulk 
of your earnings come from holiday sales, maybe you make one 
annual payment in January or February, The rest of the year, the 
outstanding loan continues to earn interest but no other payments will 
be made. 

Bonus Time 
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But don’t offer to repay the loan in one big balloon payment at the end 
of 5 years. You’ll be in the heat of a big expansion. You’ll have to give 
up all your cash at exactly the time you need it the most. Better to 
write several $10,000 checks over time rather than write one check for 
the $150,000 principle plus interest.   

Now Put It In Writing and Sign It 
Once you've settled on a repayment plan, you (or your attorney) 
should draft an official loan agreement to protect both parties and 
ensure that everyone understands this is business, not personal. If 
you're drafting the agreement yourself, think about including issues 
such as:  
 Term of the loan  
 Payment amount  
 Payment schedule  
 Interest rate  
 How to handle potential early repayment  
 How/when/if the loan will be paid if the business fails  
 How to handle late or missed payments  
 Any bonuses you plan to pay (optional)  
 Any special payment arrangements, such as no payments for 

the first year, interest-only payments, seasonal payments, etc.  

Once the agreement is in place, keep your relatives informed on a 
regular basis, just as you would with a board of directors, about your 
progress — or lack thereof. Put together a simple, written quarterly 
report assessing where you are 
with your business expansion. 

Go Over Everything One 
Last Time 
Sit down at the kitchen table with 
the written agreement and their 
signed checks one more time. Go 
over everything again. Be 
absolutely sure everyone is 
comfortable with the transaction. 
Offer to let them walk away with no hard feelings if they have 
developed cold feet. Come the Holidays, you’ll be glad you did. 
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The Rest of Your Life Depends On This 
If done right, borrowing expansion financing from family and friends 
can work out great for everyone. It’s been done millions of times and 
somewhere someone is doing it right now.  

Don’t take any short cuts and don’t write the agreement on a cocktail 
napkin. If done wrong this can make you miserable for the rest of your 
life! 

Economic development agencies 
Economic Development agencies provide a variety of programs and 
services designed to attract new industry to a specific region, state, 
county, city, or town. Most have a common goal to retain existing 
businesses, with the ultimate objective of maximizing employment 
opportunities and increasing capital investment in the area. They offer 
a variety of incentive financing programs, demographic and statistical 
information, provide technical assistance and referral services, and 
financing programs to businesses. 
 
Many of the programs and services coordinate public and private 
resources. They are often also responsible for marketing a region’s 
unique resources, working closely with citizens, businesses, cities and 
developers in the areas of site selection, permit processing, 
demographic, and statistical information. 
Typical resources offered include: 
 On-the-Job Training Incentives. These programs can provide a 

reimbursement of 50% (or more) of the wages paid over a set 
training period for eligible new hires.  

 Customized Training Programs. They have the ability to partner 
with businesses to off-set or underwrite the cost of customized 
training using a variety of funding sources. In partnership with 
the business and local educational institutions, training programs 
designed to meet the specific needs of the business can be 
brought to reality. 

 Work Opportunity Tax Credit. A tax credit is earned based on 
the number of hours of employment with the maximum credit for 
each qualified employee. 

 They can provide much of the research you need for your 
business plan. They can provide you with an overview of local 
labor market information including employment and 
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unemployment, industry data, wages, consumer price index and 
more.  

 Financing. via federal, state, and local low-interest taxable and 
tax-exempt bond and loan programs. 

 Administer business incubator programs. 
Different regions of the country offer different programs. This chart 
provides regional and state contact information. 
 

Government Sponsored Economic Development Agencies 

Agency Web Address Telephone 
US Federal EDA http://www.eda.gov/Home/EDAHomePage.xml N/A 

Federal Regional Offices 
Atlanta 
Regional Office 

N/A 404-730-3002 

Austin Regional 
Office 

N/A 512-381-8144 

Chicago 
Regional Office 

N/A 312-353-7706 

Denver 
Regional Office 

N/A 303-844-4714  

Philadelphia 
Regional Office 

N/A 215-597-4603 

Seattle 
Regional Office 

N/A 206-220-7660 

Economic Development Agencies by State 
Alabama http://www.ado.alabama.gov/default.aspx 800-248-0033 

Alaska http://www.dced.state.ak.us/ 907-465-2500 

Arizona http://www.azcommerce.com/Research/ 602-771-1100 

Arkansas http://arkansasedc.com/ 1-800-
ARKANSAS 

California http://wwwedd.cahwnet.gov 800-758-0398 

Colorado http://www.colorado.gov/cs/Satellite/OEDIT/OED
IT/1162927366334 

303-892-3840 

Connecticut http://www.ct.gov/ecd/site/default.asp 860-270-8000 

Delaware http://dedo.delaware.gov/information/databook/
financing.shtml 

302-739-4271 

Florida http://www.fedc.net/ 850-201-FEDC 
(3332) 

Georgia http://www.georgia.org/Business/ 404-962-4000 

http://www.ado.state.al.us/
http://www.dced.state.ak.us/
http://www.az.gov/webapp/portal/
http://www.1800arkansas.com/
http://wwwedd.cahwnet.gov/
http://www.state.co.us/oed/edc/index.cfm
http://www.colorado.gov/cs/Satellite/OEDIT/OEDIT/1162927366334
http://www.colorado.gov/cs/Satellite/OEDIT/OEDIT/1162927366334
http://www.ct.gov/ecd/site/default.asp
http://www.delaware.gov/yahoo/Business
http://www.fedc.net/
http://www.georgia.org/
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Hawaii http://hawaii.gov/dbedt 808-586-2423 

Idaho http://commerce.idaho.gov/ 208-334-2470 

Illinois http://www.commerce.state.il.us/dceo/ 877-221-4403 

Indiana http://www.in.gov/iedc/ 800-463-8081 

Iowa http://www.iowa.gov/state/main/business.html 800-245-IOWA 
(4692) 

Kansas http://www.kansascommerce.com/IndexPages/Di
v02a.aspx 

785-296-3481 

Kentucky http://www.thinkkentucky.com/ 800-626-2930 

Louisiana http://www.lded.state.la.us/ 800-450-8115 

Maine http://www.econdevmaine.com/ 207-624-9800 

Maryland http://www.mdbusiness.state.md.us/ 1 888-
ChooseMD 

Massachusetts http://www.mass.gov/?pageID=ehedagencylanding
&L=4&L0=Home&L1=Economic+Analysis&L2=Execut
ive+Office+of+Housing+and+Economic+Developmen
t&L3=Department+of+Business+Development&sid=E
hed 

 617-788-3610 

Michigan http://www.michiganadvantage.org/ 888-522-0103 

Minnesota http://www.deed.state.mn.us/ 651-259-7434 

Mississippi http://www.mississippi.org/ 601-359-3449 

Missouri http://www.ded.mo.gov/ 573-751-4962 

Montana http://businessresources.mt.gov/BRD_bear.asp 406-841-2747 
Nebraska http://www.neded.org/ 800-426-6505 

Nevada http://www.nevadaec.com/ (515) 382-1430 

New 
Hampshire 

http://www.dred.state.nh.us/ 603-271-2411 

New Jersey http://www.njeda.com/web/default.aspx 609-292-1800 

New Mexico http://www.edd.state.nm.us/ North 
505-827-0228 

Southeast 
505-454-5381 

Southwest 
575-521-0508 

New York http://www.nylovessmallbiz.com/home.asp 518-292-5220 

North Carolina http://www.nccommerce.com/en/BusinessServices/ 919-733-4151 

North Dakota http://www.business.nd.gov/businessInformation/ 701-328-5300 

Ohio http://www.odod.state.oh.us/ 800-248-4040 

Oklahoma http://www.okcommerce.gov/ 405-815-5114 

Oregon http://econ.oregon.gov/ 503-986-0123 

Pennsylvania http://www.peda.org/ 717-441-6047 

http://hawaii.gov/dbedt
http://www.idoc.state.id.us/
http://www.commerce.state.il.us/
http://www.state.in.us/doc/
http://www.iowa.gov/state/main/index.html
http://www.accesskansas.org/operating/
http://www.kentucky.gov/Portal/Category/bus_ecodev
http://www.lded.state.la.us/
http://www.econdevmaine.com/
http://www.mdbusiness.state.md.us/
http://www.state.ma.us/econ/
http://medc.michigan.org/
http://www.deed.state.mn.us/
http://www.mississippi.org/
http://www.ded.mo.gov/
http://commerce.state.mt.us/
http://www.neded.org/
http://www.nevadaec.com/
http://www.dred.state.nh.us/
http://www.dred.state.nh.us/
http://www.njeda.com/
http://www.edd.state.nm.us/
http://www.empire.state.ny.us/
http://www.nccommerce.com/en
http://www.growingnd.com/
http://www.odod.state.oh.us/
http://www.odoc.state.ok.us/index.html
http://econ.oregon.gov/
http://www.inventpa.com/
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Rhode Island http://www.riedc.com/ 401-278-9100 

South Carolina http://www.sc.gov/Portal/Category/ECONOMICDE
VELOPMENT 

1-866-340-7105 

South Dakota http://www.sdreadytowork.com/ 800-872-6190 

Tennessee http://www.state.tn.us/ecd/bizdev.htm 615.741.3282 

Texas http://www.texasedc.org/ 512-480.8432 

Utah http://goed.utah.gov/ 801-538-8700 

Vermont http://www.thinkvermont.com/ 866 WE DO BIZ 

Virginia http://www.virginia.gov/cmsportal3/business_409
6/business_resources_4100/index.html 

800-828-1120 

Washington http://www.cted.wa.gov/ (360) 725-4000 

West Virginia http://www.wvdo.org/ 800-982-3386 

Wisconsin http://www.commerce.state.wi.us/BD/ Region 1:  
Vacant  

Region 2: 
715-344-1381 

Region 3:  
920-498-6302 

Region 4: 
 608-261-7711 

Region 5:  
608-266-9944  

Region 6:  
414-220-5368 

Bureau 
Director:  

608-261-7710 

Wyoming http://www.whywyoming.org/assistance.aspx 307-777-2864 

 
 
 
 
 
 
 
 
 

http://www.riedc.com/
http://www.callsouthcarolina.com/
http://www.state.sd.us/goed/
http://www.state.tn.us/ecd/rg_ch5.htm
http://www.state.tn.us/ecd/bizdev.htm
http://www.texasedc.org/
http://dced.utah.gov/
http://www.thinkvermont.com/
http://www.vipnet.org/cmsportal/
http://www.cted.wa.gov/
http://www.wvdo.org/
http://www.commerce.state.wi.us/
http://www.state.wy.us/business.asp
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Multiplying Your Business as Many  
Times as You Want 

 
You’ve put all of your processes and systems in place. You’ve 
automated as much as you can. And you have an effective 
communication system in place. All of that makes it much easier to 
duplicate the business by franchising. 

This is another way to use other peoples money to dramatically 
expand your business while you stay in control and reap huge 
financial benefits while others do the work after you create the 
blueprint. 

Bringing It All Together for the Big Money Bang 
Each of these is a powerful marketing tool alone and would earn you 

hundreds of thousands of 
dollars, if not millions. That 
might be enough for some 
entrepreneurs. But the JV 
Profits System goes much 
further than only providing you 
with the knowledge to 
accomplish these proven 
marketing and expansion 
techniques. 

Now that you have a business 
system that deliberately and systematically satisfies your customers, 
you’ll receive much more value from your modest JV investment. 

Your current or developing business must be meticulously examined 
and improved. 

Every component and element of your business needs to operate like 
clockwork. 

Why you might ask? There are two good reasons. First, you can’t do it 
all. An end goal of this course to grow you into a super-nicher. You 
will so dominate your chosen field that it will become impossible for 
you to do it all. 

Yet, you need to deliver stellar results to your customers, every time.  
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You will have employees delivering the stellar service to customers. 

Employees need to know how you did it to become the super-niche 
expert.  

Every employee will need to be trained and will have to follow your 
carefully documented processes. 

The Second Big Money Bang 
How big is your current office? Big enough for a couple of dozen 
employees? 

Start thinking really big now. 

 

 

 

 

 

Why not open a few branch offices? You can bring your proven 
services to more people in other parts of the city, region, and even go 
national. And there’s no reason you can’t go international. 

One way to do this is with franchises for phenomenally fast growth 
at a low cost. Learn to use other people’s money to grow your 
business. 

A Few Facts About Franchises 
 It’s estimated that up to 6000 franchise companies operate in 

the U.S.  
 75 industries use franchising to distribute goods and services to 

consumers.  

Get on the Map 
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Franchise 
Growth is 

Going  
Straight UP 

 Franchise business account for nearly 
50% of all retail sales in the United 
States.  

 1 out of every 12 businesses is a 
franchised business.  

 Franchise businesses employ more than 
14 million Americans.  

 Nearly 86% of all franchises opened in 
60 industries during the past 5 years are 
still under the same ownership.  

 A new franchised business is opened 
every 8 minutes of every business day.  

 750,000 franchised businesses in the U.S. generate over a $1 
trillion each year.  

 In 2000, the median gross annual income, before taxes, of 
franchisees was in the $75,000 to $124,000 range, with over 
30% of franchisees earning over $150,000 per year.  

 A 1999 study by the United States Chamber of Commerce found 
that 86% of franchises opened within the last five years were still 
under the same ownership and 97% of them were still open for 
business.  

 A US department of commerce study conducted from 1971 to 
1997 showed that during that time less than 5% of franchise 
businesses were closed each year. 

The most consistently successful type of business is the franchise. 
You see them all around you.  

The top 10 rated franchises for 2009 are: 
1. Subway  
2. McDonald's  
3. Liberty Tax Service  
4. Sonic Drive In Restaurants  
5. InterContinental Hotels Group  
6. Ace Hardware Corp.  
7. Pizza Hut  
8. UPS Store, The/Mail Boxes Etc.  
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9. Circle K  
10. Papa John's Int'l. Inc. 

These businesses almost always succeed no matter where they are 
opened or who runs them. Why is this?  

Because each of these franchises have a "franchise manual" and 
training program that allows virtually anyone to learn their internal 
processes and deliver a consistently good product or service. 
Everything franchise owners need to know to run that particular 
business, from hiring employees to marketing and sales is written 
down in the "franchise manual". 

It’s your manual and your processes. You deserve to be paid well 
when others are allowed to own your design.  

Your "Business Operations Manual" for your franchises can help 
others do several things: 
 Easier management and growth; owners can focus on perfecting 

your product or services and processes while employees do the 
day-to-day tasks. 

 Hire staff with relatively little experience, they simply follow the 
tasks outlined in your "Business Operations Manual". 

 Focus on marketing and sales. 
 Focus on "Big Picture" things instead of being overwhelmed by 

repetitive daily tasks. 
 You take a real holiday!  

How You Make Millions for Doing Almost Nothing 
Once you have your best and most promising JV deal fully 
documented and franchised, you’ll need do little more than collect 
large checks from franchise owners. 

You’ll have the big office at the franchise “headquarter” but other than 
overseeing some marketing their isn’t likely to be much you need to 
attend to. 

Your franchise fee structure will look something like this: 
 $100,000 to open one of your franchises - that’s just to get your 

operating manual. 
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 Typically between a 2%-10% commission on all sales (that 
sales, not profits) from each franchise you sell. This is paid 
either monthly or quarterly – forever (talk about residual 
income). 

 Buy products from you that you profit from. For instance, all of 
the paper products and food products sold by McDonalds 
franchises is purchased from the headquarters or brand owner. 
This adds up to plenty. 

What You Deliver to the Franchisee: 
  Train their employees on any changes made to the franchisor's 

system, process, or goods.  
 Update the franchisor's operating manual to keep up with 

technology or trends. 
 Advertise or promote the franchisees and the products and 

services sold by them. 

Does that sound like a way that you’d like to make your second 
million? It should, you’ll be on top of the chain in your selected 
industry by leveraging your business and expanding rapidly.  

It’s the way business is done today! 
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Coming Soon…… 
Congratulations! You worked hard to get your new business up and 
running. You poured energy into 
getting it noticed and known. You 
cultivated relationships and 
contacts, and as a result, your 
home-based business is 
bursting at the seams. 

The module you just finished gives 
the knowledge you need to 
expand your business fast and to 
a dramatic new level. 

You have everything you need to 
make your business thrive, grow 
and prosper. You’re fully in 
charge of a booming enterprise. What else can you do to make it 
even better? 

In Your Next Module 
You’ll be learning powerful 
advanced JV methods 
and techniques that 
guarantee you an on 
going flood of qualified 
traffic to your site – and it’s 
the quickest way to bolster 
your customer list and 
increase your profits I’ve 
ever come across. 

You’ve practically sucked 
my brain dry of all the best 
information on how to 
create massive traffic and 
build your Internet business 
with Joint Venture 
marketing. But there’s still 
more to come… 

Until next time … It requires a great deal of boldness and a great 
deal of caution to make a great fortune

JV Expansions Are 

The Golden Egg of 
Opportunity 

Your Ship and Treasure Chest 
Have Come In 
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Pre-expansion Checklist 
 

1. Determine if this is a growth spurt or sustained growth. If you 
have been in business less than three years, what you may 
be experiencing is a growth spurt. Growth spurts are surges 
of activity indicating an interest for your product. Don't make 
the mistake of thinking a spurt is an indicator for future 
growth. Make sure you are showing steady, increased growth 
over the past two years.  

2. Check your bottom-line profit numbers for the past three 
years. Has your business shown a consistent, steady growth?  

3. Look at the trends, both economic and consumer. Are there 
strong indications that your product has staying power? 
Especially in our current economic market.  

4. Do you already have in place the necessary administrative 
and management systems to support your expansion? The 
last thing you want to do is expand at the same time you're 
putting them in place. Instead, put them in place beforehand 
to keep your business running smoothly during the 
expansion.  

5. Do a new business plan. Not just an update. You're new 
business plan will help you determine when it's time to 
expand, what you need to have in place to make it happen, 
and how you'll accomplish it.  

6. Obtain financing. You'll need financing for an expansion. 
Don't depend on there being an increase in sales during your 
expansion. More likely, the opposite will be true. Just like 
when you started up, it will take more time and money than 
you think to grow, and sales will take time to match your 
expansion.  

7. Make sure your website is ready to handle the expansion. 
Besides having all the necessities for handling increased 
sales, make sure your product landing pages, home page, 
and navigation links are all optimized for the search engines 
and your clients. Your website has to be ready to play with 
the big boys and girls and must have a professional look and 
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feel to it. Consider hiring a SEO expert to review your site and 
a copywriter to write great copy for key pages.  

8. Rev-up your sales to existing customers. Before you expand, 
boost your revenue by selling more to the customers you 
already have. You can do this through volume discounts, buy-
two-get-one-free offers, and expanding your product line to 
include complimentary products. This will not only build in 
excitement and generate income; it will also get you used to 
handling more. 
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Growth With Venture Capital Investment Checklist 

This check-list includes a series of items for business owners to 
consider when contemplating the growth of their enterprise. Every 
business is unique and has different needs, yet a common  
denominator is the desire for a successful bottom line in terms of 
profit.  
 
While the list below is not exhaustive, the goal of this checklist is to 
prompt you to critically assess your financial management practices, 
knowledge, and skills in order to improve.  
 
 

1. You make decisions on business expansion based on your 
vision and goals, but also with a thorough assessment of 
business realities.  

 
2. You have identified expansion markets for your product or 

service.  
 

3. You know a reason why customers would purchase your 
product or service (such as high demand, an unserved need, 
a competitive advantage).  

 
4. You have a realistic estimate of costs for the expansion. 

 
5. You have identified the financial/liability risks associated with 

your business and are comfortable with those risks or will 
work to minimize them (risk management plan, insurance, 
legal consultation, down-sizing financing needs)  

 
6. Your cost estimates include a cash reserve to support 

operations during expansion but before sales reach break-
even levels.  

 
7. You have a written business plan that is too long to write on a 

napkin and too short to be mistaken for a novel (in other 
words, you’ve given it a moderate amount of research and 
thought while realizing that you cannot predict every possible 
outcome).  
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8. You are planning on retaining a skilled 
accountant/bookkeeper AND you have or are planning to 
develop bookkeeping and accounting skills.  

 
9. You can read and understand financial statements.  

 
10. You have an accounting/financial management system in 

place.  
 

11. Your financial management system easily provides you with a 
balance sheet, income statement, and a cash flow statement.  

 
12. You measure your business performance and look for trends 

over time using key financial ratios.  
 

13. You have established sound pricing based on market, costs, 
and profit.  

 
14. You have identified optional costs versus essential costs and, 

as much as possible, are incurring only those costs that are 
essential.  

 
15. You understand the importance of conserving capital and are 

vigilant about reducing cost expenditures.  
 

16. You have a marketing plan and you can identify how much 
income is generated by every marketing dollar spent.  

 
17. You have established positive, on-going relationships with 

multiple capital venture funds and/or angel investors.  
 

18. If you have employees, you understand payroll requirements 
and/or have consulted outside experts for assistance. 

 
19. You understand your debt-to-equity ratio and you use debt 

strategically. 
 

20. You know what stage of growth your business is in and are 
able to assess your current and future financial needs.  
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21. You critically evaluate new opportunities to grow your 
business in terms of fit for your business, readiness of your 
business, and financial/resource capacity of your business.  

 
22. You consult with and are aware of a wide range of business 

support resources and organizations and/or you have built 
your own support network.  

 
23. You are able to diagnose the reasons for business 

underperformance and to make corrections as needed.  
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Franchise Expansion Checklist 
 

1. Take stock  
1.1. Define what has made your business a success so far 

and then ask yourself:  
1.1.1. Is it a unique or new concept that has the potential 

to expand locally, nationally or even 
internationally?  

1.1.2. Are the operating systems of the concept 
polished, efficient and replicable?  

1.1.3. Would it be relatively easy to train others in the 
use of the systems and procedures?  

1.1.4. Are the profit margins built into the concept large 
enough to enable every franchisee to realize an 
attractive return on their investment?  

1.1.5. Is the franchise affordable enough to attract a 
number of franchisees?  

If you've answered yes to the above questions then there is a good 
chance that you can franchise your business.  

2. Obtain legal advice  

2.1. As what you are ‘selling' is really your trademark (or 
trade name), make sure that it is legally yours and that 
any one found copying it can be prosecuted. Your 
name or trademark must be registered at the Trade 
Marks Registry (see Useful addresses).  

3. Draw up a business plan  
3.1.The business plan provides the means to:  

3.1.1 Appraise the present and future of the business  
3.1.2 Work out short- and long-term objectives  
3.1.3 Establish a framework for action to achieve those 

objectives.  

Your bank should be able to help you do this if you need assistance. 
Planning will help you to identify how quickly you can expand, who 
your competitors are, and whether or not your system will be able to 
compete with them.  
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4. Define the franchise package  
4.1. Work out exactly what you will be offering the 

franchisee, including:  
4.1.1. The concept--trademark and/or trade name  
4.1.2. Iinitial assistance--finding premises for example  
4.1.3. Continuing training and advice  
4.1.4. Bulk purchasing power  
4.1.5. Sharing the cost of national advertising.  

You can also include other areas, such as help with accounts and IT 
equipment.  

The package should also lay out what each franchisee will have to 
pay. You may choose a royalty only payment (leave plenty of room for 
the franchisee to make a profit). You may also wish to charge an initial 
and annual fee but if these are set too high it may discourage 
applicants.  

5. Draw up a contract  
5.1. Take professional legal advice over the franchise 

contract to make it water-tight. If the selected 
franchisee does not perform to the required standard 
you should ensure that you can regain control of the 
franchise.  

6. Prepare a pilot  
6.1. It is very important that you test out your franchise 

concept in one particular area. By doing this you will 
find out the best ways of recruiting and selecting 
franchisees, and the kind of support they need to start 
up. The lessons learned from the pilot will prove 
invaluable to the success of your franchising network.  

7. Advertise the franchise  
7.1. Place ads in the local newspapers of your pilot area, 

and in national franchise journals.  Highlight the 
attractions of running a franchise of your concept, 
including your success so far and the market need. 
You will need a brochure to help ‘sell' the franchise. 
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Obtain outside help if you do not have the resources 
in-house to produce a professional-looking document.  

8. Select a franchisee  
8.1. Selecting the right franchisee is vital, as no matter 

how sound your business concept and trade name, 
the franchisee will be the person responsible for 
‘sales' in their area. Increasing the number of 
franchises will be much easier if you can prove that 
the concept has been successful.  

8.2. Look into the backgrounds of the applicants carefully. 
Are they enthusiastic and hard-working, or are they 
likely to give up at the first sign of difficulty? You will 
never be 100% certain that an applicant has got what 
it takes, but your business instinct will give you a 
good idea.  

9. Start the pilot  
9.1. Provide as much support as possible to get this first 

franchise off the ground. Give advice when it is 
needed, but be prepared to let the franchisee use 
their own initiative and don't ‘crowd' them. Remember 
that now you have sold the franchise it is as much the 
franchisee's business as it is yours.  

10. Monitor the franchise  
10.1. Learn from the results of the franchise pilot. It may 

mean that you have to revise elements of the 
franchise package such as royalty paid or training 
given. Get the franchisee's opinion by asking if there 
were any problems with the franchise and what other 
help would have been useful.  

11. Advertise again  
11.1. You may wish to run further pilots, or, if the initial one 

was a success, you may wish to expand as quickly as 
you can get franchisees. However, remember that 
you will need to provide help, advice and training as 
well as all the resourcing for your franchise network.  
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12. Review the franchise on a regular basis  
12.1. You should never allow your franchise to become 

static. Make changes to the concept and the 
package you offer as necessary. Review each 
franchisee annually and decide whether you will 
renew their contract, look for another franchisee, or 
regain control yourself.  
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