
ROUTES TO FINANCE

B U S I N E S S  G ROW T H  P RO G R A M M E



Over £3 billion of funding was poured in – up some 74.7% on the 
previous half-year. The average deal was worth more than £5.5 million. 

Of course, equity investment is just one source of business finance: there 
are a number of funding mechanisms available to growing companies. 
But the equity figures illustrate a healthy appetite for providing capital 
to scalable business propositions. As Estelle Lloyd, co-founder of tech 
start-up Azoomee points out, The UK has a favourable investment climate. 
Funders are keen to help start-ups become scale-ups – and to reap the 
financial rewards. 
 
For government, the exponential growth that successful start-ups can 
achieve is a vital economic stimulus. Hence the introduction of tax 
incentives for investment in early-stage businesses in the UK, in the form 
of the EIS (Enterprise Investment Scheme) and SEIS (Seed Enterprise 
Investment Scheme).  

Success becomes likelier with 
each next funding round.

Yvonne Haizel
Mitsui & Co

INTRODUCTION
Every firm must forge its own funding journey, in line with the 
development of the business. But as a rule, the funding lifecycle will begin 
with a bootstrapping phase, then early seed funding. The later stages 
consist of rounds of debt and/or equity finance, eventually leading  
(in some cases at least) to exit.  

The good news is, your businesses should grow larger and stronger as it 
progresses through the financing lifecycle. As Yvonne Haizel of Mitsui & 
Co puts it, “success becomes likelier with each next funding round”.
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Ask yourself: is now the right time to expand? Are your business,  
and your senior team, ready to take on a foreign venture? 

Typically early-stage funding, invested by a large 
number of individuals and institutions in return for 
equity, via a dedicated online platform.  

Successive rounds of significant, later-stage 
equity funding, aimed at accelerating the 
development of a business from start-up stage 
to maturity.

Early-stage funding invested in return for an equity stake. As with 
bootstrapping, seed finance may come from friends and family. 
But it generally involves more formal arrangements with angel 
investors, venture capital funds or crowdfunding platforms.

Bootstrapping

Debt finance

Angel investment

Series A

Series B

Series C, D, & E

Selling a business to a larger concern, so as to access 
not just capital, but often new customers and markets. M+A
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Seed funding Crowd funding

COMPANY FOUNDED

Funds loaned in return for interest rather than 
equity, usually by financial institutions (mostly 
banks). Debt finance may convert to small 
amounts of equity once repaid. 

Venture debt  |  Growth capital 

Recurring revenue lines  |  Accounts recurring lines

Steps in  
the funding 
journey 

Finance from private individuals, usually given in 
exchange for equity, but sometimes loaned as 
convertible debt.

IPO The first sale of shares in a business to the general public, 
conducted over a securities exchange.



About this 
report 
Routes to Finance is brought to you by 
London & Partners, the Mayor of London’s 
promotional agency. 

In this report, we outline everything you need to 
know about business finance for start-ups. We draw 
on the expertise of the mentors from our Business 
Growth Programme, who help London’s early-stage 
businesses unlock their potential and overcome 
growth barriers. 

The report looks at the funding journey for a growing 
business in three broad phases: early-stage financing, 
later-stage financing and exit. 
For each funding mechanism in each phase, we ask: 
what is it? Where does it fit in a business’ development 
journey? What will investors be looking for? And what 
are the benefits and disadvantages?

We also present real-life case studies of founders 
on the Business Growth Programme, who share 
their stories about securing finance. They give their 
thoughts on the experience, and offer advice for other 
entrepreneurs considering a similar route. 



MEET THE EXPERTS
In this report, the Business Growth Programme has drawn on expertise 

from across the London finance ecosystem.  Meet our experts and 
programme mentors below.

James Clark
LSE

Susanne Chishti
FINTECH Circle

Andrew Parker
Silicon Valley Bank

John Cordrey
Foresight

Yvonne Haizel 
Mitsui & Co

Jeppe Zink
Northzone



BUSINESS GROWTH PROGRAMME COMPANIES 
There are more than 130 SMEs from across London being supported by the Business Growth Programme. We have featured a few in 
this report to illustrate the various types of funding available for SMEs. Meet the companies and their founders below:

Konstantin Zlatanov
CEO & Co-founder 
Captivation Labs  

Tom Adeyoola
Co-founder & CEO
Metail

Louise Doherty
Founder & CEO
PlanSnap

Maz Cohen
Founder & ‘Wish Director’
Wisher 



EARLY-STAGE
FINANCE 

In a much-quoted quip, tech writer and publisher Tim O’Reilly compared 
finance to gasoline on a road trip. 

“You don’t want to run out of gas…but you’re not doing a tour of gas 
stations.” 

Perfectly true. However, where will you get that first full tank to get your 
business up and running? 

At the outset, many entrepreneurs draw on personal savings and small 
loans from friends, family and other willing sources. Known as ‘bootstrap-
ping’, it’s often the only way to fund the creation of their venture. 

It’s only when a business begins to show some success – or at least 
strong potential – that more financing options open up. These broadly 

break down into two categories: debt and equity. 

Debt finance can come in the form of loans, often from banks, secured 
against the firm’s assets. For start-ups, which may not yet have the rele-
vant assets, there are alternative debt options, which we’ll look at in more 
detail later.

Sources of equity funding can include more money from friends and 
family (especially during the seed stage); investment from angel investors; 
or a crowdfunding campaign. 

That’s not to suggest that entrepreneurs face a stark choice between 
debt and equity. As we shall see, the two should complement each other, 
and a business is likely to draw on both types of funding as it grows. 

PART ONE



Bootstrapping  
What is it?
Before embracing the more formal 
funding rounds, most of the start-
ups featured in this report began 
life as bootstrapped ventures.

In fact, bootstrapping is how 
almost all entrepreneurs start 
out: borrowing small amounts of 
investment from wherever they can 
find it. Typical sources are family 
and friends, personal savings, 
bank overdrafts, and the operating 
revenues of the company. Tom 
Adeyoola of Metail (see case 
study) talked a stranger he met at 
the top of the Gherkin into lending 
him £60,000. 

Many of today’s best-known 
corporations started like this: 
Apple, Dell, HP, and Microsoft, 
for example. And it’s not just in 
the tech space that it’s common: 
even Coca-Cola was once a 
bootstrapped venture.

Who is it for? 
In a nutshell, bootstrapping is for 
start-ups at the earliest stage. It’s 
commonplace for a simple reason: 
there’s often no alternative. 

Though part of a global inves-
tor network, Susanne Chishti of 
FINTECH Circle says entrepre-
neurs should bootstrap for as long 
as they possibly can. “Once you 

take on external investment, you 
begin to give away equity – and 
with it, ownership and control of 
your business.”  

What are the benefits and 
drawbacks? 
Bootstrapping can be a steady way 
to support your business once you 
begin building revenue streams. 
Entrepreneurs often value the 
control and independence it brings, 
especially in those very early days. 

On the downside, it can be a 
precarious way of financing 
acompany, which places significant 
financial risk on the entrepreneur. 
And it’s unlikely to be enough to 
drive rapid growth.  

Once you take on external 
investment, you
begin to give away equity 
– and with it, owner-
ship and control of your 
business.”

Susanne Chishti
FINTECH Circle

“



What is it?

The term ‘debt finance’ generally 
refers to business loans: money 
lent to companies, usually by 
banks, with an interest rate and 
maturity date attached. These are 
typically secured against the  
company’s assets – for example, its 
premises, trade debtors, intellectual 
property and/or cash flows. 

Start-ups, however, may not yet 
have any such assets, and may not 
yet be generating cash. Fortunately, 
alternative debt financing options 
are tailored to the needs of  
fast-growth innovation businesses. 

Debt finance  

 
Institutions like Silicon Valley 
Bank specialise in lending to such 
companies, offering debt products 
such as:
 
• Venture debt – a flexible loan,  
 typically repayable over three  
 of four years; usually comes with  
 a warrant option for the lender to  
 purchase equity, but without  
 financial covenants (see below  
 for an explanation of covenants)

• Growth capital – similar to ven 
 ture debt, but generally with one  
 or two covenants, and a reduced  

 level of warrant option

• Recurring revenue lines –  
 finance based on a multiple of  
 recurring monthly revenues;   
 this can therefore grow with the  
 business

• Accounts receivable lines –  
 finance provided against a   
 percentage of accounts receiv 
 able; like recurring revenue lines,  
 this can grow with the business 

Vice-President Andrew Parker 
explains Silicon Valley Bank’s 

approach: 

When lending to a pre-profit 
business, we typically look at its 
growth, and therefore its ability to 
attract equity investors, or transition 
to profit, in the future.



Who is it for? 
Silicon Valley Bank works with tech 
and innovation firms throughout 
their lifecycle, from pre-revenue 
through to IPO and beyond. As a 
rule, Andrew suggests that ear-
lier-stage firms consider venture 
debt or growth capital when they’re 
beginning to think about an equity 
round.

“Venture debt isn’t an alternative 
to equity – it’s really there to 
complement an equity raise,” he 
explains. “It’s an additional source 
of capital to allow a company to 
build value.”   

What are the key criteria and 
terms?
For lenders like Silicon Valley Bank, 
borrowers must be innovative, 
disruptive, high-growth ventures. 

“We fund technology and in-
novation businesses that are 

disrupting a market, or creating an 
entirely new one,” says Andrew. 
“That means having a unique and 
defensible proposition that can’t 
easily be replicated.” 

According to Andrew, the main 
terms a business needs to consid-
er when taking on debt are: 

• The loan amount and period –  
 how much you’re borrowing, and  
 for how long
• The total cost of the debt – the  
 interest rate, plus any arrange 
 ment and/or early redemption  
 fees
• The security – the assets   
 against  which the lender can   
 claim should you default 
• The warrant – the option for the  
 lender to buy a small amount of  
 equity in the company 
• The covenants – the financial  
 parameters the business borrow 

 ing the money must perform  
 within (such parameters are   
 a condition of some credit  
 facilities) 

What are the advantages and 
drawbacks? 
Debt finance provides what 
Andrew calls a “cash runway”, 
which a firm can use to grow its 
revenues – and therefore the 
valuation of the business. 

The company may then use it to 
hire the necessary talent; develop 
and expand its products; run cus-
tomer acquisition campaigns; enter 
new markets; and so on. 

Another advantage is that unlike 
equity, debt brings about little or 
no dilution of ownership. Existing 
shareholders need give very few 
shares – if any – to the lender to 
raise the finance.

And as noted, debt is there to work 
alongside equity finance. Lenders 
will work collaboratively with 
shareholders. And like VCs, they 
should have networks of potential 
customers and suppliers, potential 
hires and future investors to bring 
to the table. 

Companies should be mindful that 
the debt has to be repaid, how-
ever – and by a set date, Andrew 
cautions. 



“Think carefully about how 
much you can borrow, and how 
much you can afford to repay. 
It’s important to be prudent with 
debt financing. Don’t be tempted 
to overburden the business – 
or yourself – just because it’s 
available. 

“Your lender should work with you 
to agree the right amount for the 
business, and the ideal balance 
between debt and equity.” 

And choose your lender carefully, 
says Andrew, by doing as much 
due diligence on them as they’ll do 
on you. 

“You’ll want a provider with a track 
record of being patient, and of 
supporting businesses through 
thick and thin. After all, you’re 
looking for a long-term partner-
ship.”

Venture debt isn’t an alternative to equity - it’s really 
there to complement an equity raise.

Andrew Parker
Silicon Valley Bank

“



Captivation Labs 
Debt finance case study 

The rise of the smartphone camera 
has ushered in multiple ways to cu-
rate and share our photos and vid-
eos. But these solutions are mostly 
aimed at parents. Captivation Labs 
aims to change that. 

The ed-tech startup is developing 
familia, a child-centric mobile app 
and digital storytelling platform. 

Its aim is to empower children to  
develop their creative, narrative 
and social skills through play, at 
home and in the classroom. It does 
this by encouraging children to 

add their thoughts, feelings and 
recollections to photo and video 
content, in order to create digital 
stories. 

Captivation Labs is currently 
conducting usability testing of its 
product prototypes, and aiming for 
a closed beta launch before the 
end of 2017. CEO and co-founder 
Konstantin Zlatanov describes the 
venture as “at seed stage, and 
investment-ready’.

Debt before equity Established 
in 2015, Captivation Labs was 

bootstrapped by its founders to 
begin developing familia. In July 
2016, the firm raised £70,000 
from friends, family and stakehold-
ers, using a combination of equity 
and debt finance. 

A year later, the company issued a 
convertible note for £10,000 to  
secure working capital. The 
founders are currently negotiating 
additional loans totalling £100,000.

“Debt financing made sense at 
this stage in our development, 
when we’re still pre-traction,” says 

Konstantin. “Equity rounds will 
come later.” 
 
The founders also opted for debt 
because, unlike equity finance, it 
didn’t require a business valuation. 
“It’s too early for this,” Konstantin 
affirms. 

What’s more, it’s a faster pro-
cess, with less in the way of legal 
complexities (and therefore costs). 
Securing the funding meant 
consulting legal and tax advisors; 
negotiating terms; setting out 
the agreements (using standard 



templates); then executing the 
deal.

Pushing forward 
The money is being used as 
working capital to progress product 
development, branding and mar-
keting, ahead of a proposed launch 
in late 2017. 

“The aim is to push on with our 
go-to-market strategy and product 
release, which will enable us to 
gain some traction before secur-
ing equity funding,” Konstantin 
explains. 

Scaling up the workforce is a task 
for after the next funding round. 
But Konstantin already has an eye 
on this, having joined a Recruiting 
and Retaining Talent roundtable 
as part of the Business Growth 
Programme. 

“The programme is a great match 
for a tech start-up at the stage 
we’re at,” he enthuses. 

A strategic approach 
“Fundraising for a business 
needs a proper strategic focus”, 
Konstantin affirms. 

“You need to start planning 
your funding strategy early on. 
Consider the financing options 
available, and think about which 
will work for your venture, at 
which stage in its development.

“Then make time to put your plan 
into action”, he advises. “Focus 
your energy on networking, listen-
ing to the investment community, 
and pitching your company to 
potential funders. Raising finance 
is a full-time job.”

Debt financing made sense at this stage in 
our development, when we’re still pre-traction.

Konstantin Zlatanov
CEO & Co-Founder, Captivation Labs

“



Crowdfunding 

What is it?
There are some major distinctions 
between crowdfunding and the 
other financing mechanisms cov-
ered in this report. 

Firstly, crowdfunding services don’t 
actually fund businesses; they 
enable others to. They’re online 
platforms where start-ups promote 
their businesses to large pools of 
potential investors. 

And that’s another key difference. 
Securing investment generally 
leaves a business with a handful of 

investors at the most; but crowd-
funded ventures usually finish up 
with dozens, or even hundreds, of 
shareholders. 

In this respect, crowdfunding 
has “democratised the investing 
opportunity,” explains head of part-
nerships at Crowdcube, Jonathan 
Keeling. “Now anyone can be 
a financier: from career venture 
capitalists, to amateurs with no 
prior experience of investing.”

Crowdcube is the largest crowd-
funding network. It has roughly 

half of the UK market, and its 
investor community includes some 
of London’s most active venture 
capitalists (VCs).

Who is it for? 
Crowdfunding is generally used by 
start-ups, often in the tech sector, 
looking for anything between 
£50,000 and £200,000. 

That said, firms have also se-
cured A and B-series finance on 
Crowdcube, Jonathan points out. 
Some have raised as much as €5 
million, which is the EU’s regulatory 

ceiling on crowdfunding initiatives. 

Crowdfunding is more commonly 
associated with consumer offer-
ings – though this is changing, 
Jonathan says. “We’re now seeing 
increasingly complex B2B prop-
ositions going the crowdfunding 
route.”  

What are the key criteria and 
terms?
Most of the criteria for attracting 
crowdfunding are similar to other 
types of finance. 



In broad terms, investors need to 
feel confident about buying into 
three things: the vision behind the 
business; the product or service; 
and the team running the opera-
tion. 

“They’ll also want to see a clear 
exit plan,” Jonathan adds. 

But crowdfunding demands some-
thing else: an attribute Jonathan 
calls crowd appeal. “The product 
has to solve a problem, or fill a 
gap in the market, that people can 
readily understand and relate to.”

What are the advantages and 
drawbacks? 
Crowdfunding is also unique 
among financing mechanisms 
for the marketing opportunity it 
offers. Crowdsourced shareholders 
often become evangelists for the 

businesses they invest in, and even 
their customers. 

“Crowdfunding is a brand pro-
motion and customer acquisition 
exercise as much as a route to 
funding,” says Jonathan. “It’s an 
opportunity to sell your proposi-
tion to an audience of potential 
advocates. That creates a lifetime 
value you don’t necessarily get 
with other sources of investment.”  

But there’s a particular risk with 
crowdfunding: failing to reach 
your investment target. If you don’t 
secure the amount you set as your 
target at the beginning, you receive 
nothing. 

Happily, most businesses do. 
“About 60% of crowdfunding 
rounds succeed,” Jonathan points 
out. “But that’s still four in ten that 
don’t.”  

Crowdfunding is a brand promotion and 
customer acquisition exercise as much as a 
route to funding.

Jonathan Keeling
Crowdcube

“



PlanSnap  
Crowdfunding case study 

Due for launch in October 2017, 
PlanSnap is an app that makes  
social planning simple. It helps 
people to agree a plan in just a few 
taps. It even works if some of the 
invitees aren’t using the app. 

Founder and CEO Louise Doherty 
initially bootstrapped the business, 
using her own money and invest-
ment from an early client. She sub-
sequently secured a combination 
of angel and accelerator funding. 

When it came to developing her 
product towards full launch, she 

opted to crowdfund. 

The right audience 
The main reason for her choice 
of funding strategy was demo-
graphics. PlanSnap’s target market 
is primarily women – market 
research had showed Louise that 
women do more social planning. 
And crowdfunding communities in-
clude more women than traditional 
investment networks. 

“The chance to market the busi-
ness to a large audience with a 
healthy female representation was 

very attractive,” says Louise. 

In addition, crowdfunding is viable 
even without a large customer 
base, which PlanSnap didn’t yet 
have at that time.  

Time, effort and energy 
Having decided to go the crowd-
funding route, the hard work 
began. 

“Crowdfunding is as time-con-
suming as any other funding 
type,” Louise warns. “There’s far 
more to it than posting a video 

and business plan online, and 
waiting for the money to come in.”

Louise ran her crowdfunding  
campaign on Crowdcube.  
The process involved: 

• Preparing the accounts and   
 necessary legal documents
• Setting out the company’s  
 strategy
• Creating three key assets for  
 the campaign: a promotional  
 video, business plan and  
 financial statement 
• Keeping the PlanSnap forum  



 and blog on the Crowdcube site  
 regularly updated with new and  
 engaging content 
• Attending tech, start-up and   
 Crowdcube events to   
 drive interest in PlanSnap’s   
 crowdfunding campaign 
• Closing the round: communi  
 cating with investors, collecting  
 payments and finalising the   
 articles of association

“You need to put a huge amount 
of effort into the video, which 
needs to be really compelling; 
and the business plan, which 
requires careful thought,”  
Louise points out. 

“And you need to spend a lot of 
time and energy going to events, 
meeting potential investors, and 
maintaining the relationships you 
forge.” 

She says the Business Growth 
Programme was a great help; not 
just introducing her to potential 
investors, but running practice 
sessions to hone her pitch. 

All that effort proved worthwhile. 
Against a target of £250,000, 
PlanSnap raised almost £380,000. 
Around 520 investors took just 
over 11% of the firm’s equity. 

Ahead of a full launch later this 
year, Louise is now investing 
money in improving the app, and 
making it more widely available. 
This has meant taking on a new 
premises, and hiring more develop-
ment talent. 

Staying focused 
A crowdfunding campaign  
concentrates the mind, for two 

reasons according to Louise. It’s 
very public compared to other 
sources of finance; and it comes 
with a deadline. 

“That makes you really think 
through how you’re going to com-
municate your business vision 
and goals,” she explains. “And it 
helps you keep focused on the 
people whose interest is genuine 
– those you believe will actually 
invest.” 

But be mindful of the risks, she 
cautions. “If you don’t hit the tar-
get, you walk away with nothing. 
So prepare well – and make sure 
you have a back-up plan, just in 
case.” 

You need to put a huge 
amount of effort into the 
video, which needs to be 
really compelling;
and the business plan, 
which requires careful 
thought.

Louise Doherty
Founder & CEO, PlanSnap

“



Angel investment  

What is it?
Angel investors are wealthy indi-
viduals who put their own money 
into start-ups. They look for strong 
growth prospects, with the poten-
tial to generate a healthy return on 
their investment. 

Angel finance is usually the first 
£500,000 or so of equity funding 
a start-up takes on after bootstrap-
ping. Firms generally work with a 
handful of angels at the same time, 
who will typically invest between 
£10,000 and £100,000 each. The 
founders give equity to their new 
investors in return for the finance. 

The amount of equity will depend 

on the valuation of the company, 
and the scale of the investment 
required – but as a rule, it tends 
to be around 20-30% at each 
funding round. 

Equity investment is the preferred 
asset class among UK investors, 
given the government’s tax in-
centives (SEIS and EIS) for angel 
investing. In the US, however, 
investors and start-ups generally 
prefer debt financing, in the form 
of convertible loans.
  
Angels frequently work together 
in networks. A good example 
being FINTECH Circle: a global 
community of 75,000 fintech 

entrepreneurs and thought leaders, 
angel and VC investors, and finan-
cial services professionals. 

Who is it for? 
Like bootstrapping, angel invest-
ment is suitable for almost any 
start-up, according to FINTECH 
Circle CEO Susanne Chishti. “Most 
companies take on an angel 
round early in their development,” 
she says.  

When doing so, they should choose 
their angels carefully. Susanne 
advises: “You need investors 
that know your industry and 
understand your business. Our 
angels are all fintech experts who 

understand the sector.”

Angel investors should offer 
complementary knowledge and 
skills. Susanne gives an example: 
“One might have the black book 
you need, another the deep sector 
expertise, while another can get 
you media exposure in the right 
places, or introduce you to VCs 
for your next funding round.” 
 
Most importantly, there needs to 
be a good fit between angels and 
entrepreneurs – what Susanne 
calls an “alignment of personalities 
and interests.” She says: “One of 
our investors puts it neatly: only 
take investment from people you 
like going to lunch with!”



What are the key criteria and 
terms? 
Susanne says angel investors 
generally look for three success 
factors: 

 1. The team. Who are the found 
 ers, and who makes up the team  
 around them? What is their   
 unique combination of skills?  
 Do they have a track record of  
 successful ventures? 

 2. The product. What is its USP?  
 How big is the global market for  
 it? Can it be scaled up globally  
 to achieve economies of scale? 

 3. The business model. Do the  
 unit economics make sense?  
 How will the company monetise  
 its product to become sustaina 
 bly profitable? 

What are the benefits and 
drawbacks?
Susanne describes angel invest-
ment as a start-up’s “first smart 
capital”.  

She explains: “Angels bring much 
more than money to the table. 
They offer expertise, skills, stra-
tegic advice, and the network to 
help your company grow, and 
to find your next funding round. 
They’re a sounding-board in good 
times and bad.”  

Angel funding isn’t easy to come 
by, however. Angels are private 
individuals. They don’t have to 
invest – they’re not running a VC 
fund that they’re obliged to derive 
returns from. “So if they don’t find 
the right opportunities,” Susanne 
says, “they won’t open their 
wallets.”

“Angels bring much more than money 
to the table. They offer expertise, skills, 
strategic advice, and the network to help 
your company grow.”

Susanne Chishti
FINTECH Circle

“



Wisher  
Angel investment case study 

As the name suggests, Wisher is 
a wish-list app. Users can put any-
thing on their wish lists, from things 
they’d like to own, to holidays and 
experiences. Friends, family – and 
even complete strangers – can 
then follow their lists, buy items for 
them, or contribute to their wish 
funds. 

Founder and ‘Wish Director’ Maz 
Cohen bootstrapped her venture 
for two years to test its viability. 
Convinced Wisher would fly, she 
went about raising £300,000 from 
angel investors to help move the 
business to the next level. 

Why angel investment?
“I have a very clear vision of what 
I want Wisher to be,” explains Maz. 
“That’s what angel investors buy 
into. They believe in your vision; 
they see the problem you’re trying 
to solve.” 

Maz also preferred the low-risk, 
low-pressure nature of angel 
investment, rather than taking on 
debt that has to be repaid. 

“Working with angels has given 
me time and space to work on 
my go-to-market strategy,” she 
says. “Plus, I had the flexibility 

to negotiate how much equity I 
wanted to give away.”

Network building 
For all its benefits, securing angel 
funding is an onerous process. 
For Maz, it meant investing huge 
amounts of time and energy in 
joining business clubs, attending 
conferences and tech events, and 
building relationships with the 
contacts she made. 

“It’s really tough,” she says. “It 
takes a lot of sweat and persis-
tence.”

Being part of the Business Growth 
Programme was invaluable in 
this respect. “It was a big help 
with introductions,” Maz explains. 
“London’s a big place, and the 
more doors you can open, the 
better.” 

Meeting so many funders helped 
Maz understand what she wanted 
from her angels. By going out to 
her network with a clear brief on 
the support she was after, she was 
able to narrow down the field. 



Then after meeting with a few 
potential investors, she refined her 
brief. This eventually led to a deal 
with three individuals.

“My angels all have experience of 
investing in similar businesses,” 
Maz says. “So they understood 
my vision, and I was confident 
we could form a positive working 
relationship.”

Investment priorities
With the money from her angels, 
Maz has been able to make some 
key hires. She’s also using the 
investment to develop the technol-
ogy behind Wisher – and crucially, 
to market the proposition. 

“As a start-up, marketing has to 

be our biggest priority,” explains 
Maz. “We’re testing the various 
markets for the Wisher offering. 
And we’re looking to get the cost 
per acquisition as low as possible, 
as fast as we can.”
 
Understanding the investor com-
munity, and knowing what you 
want from an angel, are the keys to 
making the relationship work, Maz 
advises.

“Finding angel investors isn’t just 
a search for funding. You need 
to know what else they bring to 
the table: sector expertise, stra-
tegic advice, contacts, and so 
on. Otherwise, there’s a risk of 
bringing in the wrong investor for 
your business.”

My angels all have experience of investing 
in similar businesses. So they understood 
my vision, and I was confident we could 
form a positive working relationship.

Maz Cohen
Founder & Wish Director, Wisher

“



LATER-STAGE
EQUITY FINANCE 

PART TWO

There comes a time when a grow-
ing business has to “cease being a 
start-up, and become a scale-up,” 
in the words of Yvonne Haizel of 
Mitsui & Co.

That’s what the later funding 
rounds are for. They give firms a 
major cash injection, typically from 
venture capital (VC) funds, in ex-
change for a stake in the company. 
Investors will put several million 
pounds into the business, with the 

expectation that it will soon hit hy-
per-growth. Later-stage funding is 
when business owners must come 
to terms with a significant dilution 
of ownership. 

“The more funding rounds you 
raise, the more new investors 
you acquire,” explains Jeppe Zink, 
Partner at VC fund Northzone. 

This can be a difficult emotional 
leap for founders, having worked 
every available hour to nurture 

their venture through its early 
development. Later-stage finance 
rounds are known as the A series, 
B series, C series, etc. (or the A, B 
and C-round). For the purposes of 
this report, we’ll take a look at the 
first two. 



Series A 
What is it? 
The clue’s in the name. Series 
A funding is generally the first 
significant influx of VC funding into 
a business. 

“A-rounds tend to be much larger 
than seed and angel rounds,” 
explains Yvonne Haizel, who looks 
after EMEA tech sector invest-
ments for Mitsui & Co, a Japanese 
trading and investment company.

A series will generally involve a 
consortium of three to four inves-
tors, one of whom will lead the 
round. There are rarely more than 
five, as “too many cooks can spoil 
the broth at the A-series stage,” 
says Yvonne.

Who is it for? 
An A-round becomes a realistic 
prospect once a firm has de-
termined a path to sustainable 
revenues – though it is unlikely to 
be generating profit at this stage.

“Series A funding is the first 
round geared at helping a firm 
reach profitability,” says Yvonne. 
“It enables the firm to scale up 
its team, and step up its sales, 
marketing and customer acquisi-
tion activity.”

What are the key criteria and 
terms?
A-series investors will want to 
know that a business has a core 
value proposition, and has found a 

product-to-market fit, according to 
Yvonne. They tend to have another 
couple of key criteria – the first 
being a strong team. As Yvonne 
puts it: “You need a group that 
knows how to take the business 
to the next level, has a plan to get 
it there, and the skills to execute 
that plan.”

The second is a path to exit. “Exit 
is a vital part of a business’s value 
creation path,” she says. “Investors 
will want to know what the found-
ers have in mind.” 

The main negotiating point – after 
the amount to be invested – will 
be the equity stake. Investors will 
usually take around 20-40% of the 

equity in return for the funding.
“An A-series means a significant 
dilution of ownership,” Yvonne ex-
plains. “That’s the biggest change 
for entrepreneurs to adjust to. So 
it’s important to strike the right 
balance.

“The equity stake must be big 
enough to attract investors, but 
it shouldn’t dilute the founders’ 
interest to an extent that will de-
motivate them. After all, it’s down 
to them to drive the business 
forward.” 



What are the advantages and 
drawbacks? 
A-round investors bring a great 
deal of strategic value to the busi-
nesses they invest in. 

Mitsui & Co is a good example. The 
company invests across many in-
dustries, so can introduce firms to 
potential customers in the relevant 
sectors. “And we have very strong 
ties in Asia, so can help compa-
nies expand there,” Yvonne says.

“We also place seconded staff in 
some of the firms we invest in, to 
help them with important areas 
such as governance.”  

However, an A-series can be the 
riskiest funding round. “The scale-
up stage can be the most difficult, 
with the cash-burn rate having 

to be controlled,” warns Yvonne. 
“When a business is growing rap-
idly, there are always unexpected 
twists and turns.” 

She emphasises the importance of 
getting the right investors to help 
the firm through.

“Entrepreneurs should look for 
investors they feel they can trust 
and partner with,” she advises. 
“The lead investor is particularly 
vital. It has to be someone you 
can work with when the going 
gets tough.” 

The equity stake must be big enough to 
attract investors, but it shouldn’t dilute 
the founders’ interest to an extent that will 
demotivate them.

Yvonne Haizel
Mitsui & Co

“



Metail  
Series A case study 

Entrepreneurs can take inspiration 
from the unlikeliest of places. For 
Metail co-founder and CEO Tom 
Adeyoola, it was his wife’s online 
shopping experiences, and a trip to 
Vietnam.  

Frustrated with the online fashion 
retail experience, and having fared 
little better on the high street, 
Tom’s wife had some garments 
tailor-made while on holiday in 
Vietnam. 

This led him to the idea behind 
Metail: why not use computer 
vision technology to bring a more 
bespoke experience to buying 
clothes online?  Metail’s MeModel 
Experience allows female 

customers to create a 3D model 
on fashion retail websites, which 
reflects their size and shape with 
over 90% accuracy. They can then 
try on garments virtually before or-
dering. More than 7 million women 
have created a MeModel to date. 

Early funding 
Tom initially raised money from 
friends and family back in 2008, 
combining this with his own funds 
to deliver £60,000 of working cap-
ital with which to set up Metail. 

Begging favours and working 
for free where he could, and 
supplementing his income with 
consultancy work, he managed to 
generate the £200,000 of value 

needed to take the business to the 
next stage.  

He then raised £450,000, £1.2 
million and £2.6 million from 
successive angel rounds. This took 
Metail to a private beta launch in 
2011, and a full launch the follow-
ing year with its first commercial 
partner: Clothing at Tesco.

An unexpected A-round 
Metail raised its series A funding 
at a time when Tom wasn’t actively 
seeking finance for the business.  

While working to grow the firm’s 
Asian footprint, Tom built up a 
relationship with the CTO of TAL, 
a Hong Kong-based clothes 

manufacturing giant. At a meeting 
with Metail’s CFO, TAL offered to 
invest in Metail. 

It was a situation that worked to 
Tom’s advantage when it came to 
negotiating terms. 

“The fact that we weren’t looking 
for money meant we could set 
out the terms under which we’d 
consider taking investment,” he 
explains. “As a result, the A-series 
proved to be our quickest and 
easiest funding round.” 

A $12 million investment was led 
by TAL, with participation from 
several angel investors. It was com-
pleted in just three months. Metail 



has since raised series B finance 
totalling £10 million. 

A matter of milestones 
Tom has now experienced the 
fundraising process several times 
over, with several start-ups. He 
warns against judging progress by 
which round you’ve reached, and 
taking your eye off the business. 

“Success isn’t defined by funding 
rounds,” he says. “It comes down 
to reaching the next commercial 
milestone, then the next, until 
you’re an established business.”  
So stay focused on those goals, is 
his advice. Be clear about what the 
next one is, what you need to do 
to get there, and the funding you’ll 
need to achieve it. But remember 
– it’s easy to be over-optimistic. 
“The money rarely lasts as long as 

you expect,” Tom cautions.  When it 
comes to raising funds, his advice 
is three-fold. 

Firstly, don’t underestimate how 
much work is involved, and how 
disruptive it is. “It’s time-consum-
ing and exhausting,” affirms Tom. 
“And it takes you out of the busi-
ness for several months, during 
which you’re not moving things 
forward. So when the money 
comes in, you’re already behind 
the curve.”

Secondly, be open. Get out there 
and talk to as many people as you 
can. “Put yourself in the way of 
opportunities. Initiatives like the 
Business Growth Programme are 
there to help with that.”  

And finally, think strategically about 

who you take discussions forward 
with. “Don’t spray and pray,” Tom 
warns. “Take smart money: invest-
ment from people with the ability 
to help you scale your business, 
operationally and commercially.

“Look for partners who can bring 
strategic value as well as finance; 
people who’ve done it before in 
your space, and so understand 
the value your business can 
create.”  

Look for partners who 
can bring strategic value 
as well as finance; people 
who’ve done it before in
your space, and so under-
stand the value your busi-
ness can create.”

Tom Adeyoola
CEO & Co-founder, Metail

“



Series B 
What is it?
To state the obvious for a moment: 
series B funding follows the series 
A. It is used to finance a business 
as it reaches new goals and ex-
pands its growth. 

Different firms have different levels 
of capital requirements at the 
series B stage. But it will typically 
generate between 10 million and 
€20 million euros, says Jeppe Zink 
of Northzone. 

Who is it for? 
Series B-funding is the scale-up 
round. It allows entrepreneurs to 
really accelerate growth, taking 
their venture to the international, or 
even global, stage. Jeppe says that 

to attract series B investment, a 
company needs to have a product 
that’s gaining traction in its market. 
The founders must be confident 
that within a relatively short time, it 
will be hitting the sorts of metrics 
that demonstrate hyper-growth.

What are the key criteria and 
terms?
The key to a successful B-round 
is to show investors substantial 
progress since series A. 

“That’s how you justify a higher 
valuation at the B-round,” explains 
Jeppe. “Without real progress, 
new investors won’t be tempted 
to put money in, while existing 
funders will be disgruntled if the 

valuation falls.” 

Other than that, investors judge 
businesses against similar criteria 
to those for earlier rounds. 

Jeppe explains: “They will ask 
questions like: do we love the 
product? Now that it’s in-market, 
do customers love it? Is it solving 
a genuine problem? How big is 
the potential market? And is the 
team high quality?” 

The mathematics behind the 
investment is also important. “To 
write a 10 million cheque for 20% 
of the business, investors need 
to believe you can return close to 
ten times that amount to them in 

the future,” Jeppe says. 

“So if the business is worth €50 
million at the B-round, your inves-
tors must be convinced that it will 
be worth €500 million someday. 
And that’s before you add more 
investment further down the line.”

In addition, Jeppe warns that the 
founders will need to be prepared 
for yet more dilution – a process 
that, as noted, begins at the 
A-series stage. “The founders 
will need to make sure they keep 
enough skin in the game to stay 
incentivised.” 



What are the advantages and 
drawbacks? 
Series B finance helps the busi-
ness to achieve the bullish growth 
it’s been striving for, and shown 
the potential for, from day one.   
But it can be a difficult time for a 
business. 

“Hitting that growth curve isn’t 
easy. It requires the company to 
professionalise,” Jeppe says. “That 
can affect morale, and can be hard 
for entrepreneurs who’ve put their 
own stamp on their business.”  

However, your VC should be willing 
to support you through this chal-
lenging stage. 

“At Northzone, we work hard to 
be a partner to our entrepreneurs,” 
says Jeppe. “We offer strategic 

advice, market intelligence, help 
with planning and recruitment, 
and introductions to partners and 
potential customers.” 

VCs should also help businesses 
to access future funding rounds, 
according to Jeppe. “We’re here to 
help make sure you’re following 
the right process, meeting suita-
ble investors, and pitching your 
business to them as effectively as 
possible.” 

“Without real progress, new investors won’t 
be tempted to put money in, while existing
funders will be disgruntled if the valuation 
falls.”

Jeppe Zink
Northzone

“



EXIT 
PART THREE

Not every founder starts a business intending to hand 
it over someday. But for many ambitious entrepre-
neurs, exit is often the end-game. 

Their ultimate aim is to cash in on the success of their 
venture. And as we saw in part 1, later-stage investors 
will often want to see a clear exit plan before putting 
money into a business.  

There are two routes to business exit: sell the compa-
ny to a larger organisation (acquisition), or float it on a 
stock exchange (IPO). 

That said, neither acquisition nor IPO has to mean an 
immediate exit. The founding team may wish to remain 

on the board, to help steer the firm’s future growth. In 
fact, investors may insist that they stay involved for a 
number of years.  

In this section, we’ll explore IPOs and acquisitions in 
more detail. Which strategy is right for your business? 
What will you need to do to persuade investors to buy? 
And what preparation is required to make the transac-
tion happen? 



M&A  
What is it?
When it comes to mergers and 
acquisitions, we’re more concerned 
with the ‘A’ than the ‘M’. Start-ups 
are far more likely to be acquired 
by a larger organisation than form 
part of a merger of equals. 
 
As a funding mechanism, being 
acquired opens up a larger pool of 
financial capital. 
At the same time, it can also be 
a powerful growth strategy, as it 
should give you access to new 
customers and markets.

The firm making the acquisition 
may have a number of motivations. 
It might be looking to consolidate 

its supply chain, enter a new 
market itself, or drive synergies and 
exploit economies of scale.
 
Who is it for? 
Being acquired can have a number 
of advantages for entrepreneurs, 
according to John Cordrey, Private 
Equity Investment Manager at 
Foresight Group. 

“It can be good for businesses 
that are capital constrained, or 
where the founders want to de-
risk and take some money off the 
table,” he says. “It can also help 
reinvigorate growth, as well as 
providing the funding you need to 
invest in growth.” 

You’ll want to consider how much 
equity to retain, John advises. “The 
acquirer is ultimately there to help 
you increase the overall equity 
value in the business. So it can 
be a great way to increase your 
personal equity value.”

However, there’s no golden rule 
for deciding when to put your 
business up for sale. It’s very much 
sector-dependent. 

A young tech company, for exam-
ple, may have an innovation that’s 
in hot demand, and find itself being 
snapped up at the pre-revenue 
stage. By contrast, a traditional en-
gineering business would probably 

need at least £1 million EBITDA 
to appeal to a buyer – or ideally £2 
million-plus.

What are the key criteria  
and terms?
Potential buyers will want to see 
a credible growth plan, and will 
expect you to have established a 
second-tier management team. 

“You’ll need to be clear on your 
exit strategy too,” says John. 
“That means being upfront about 
whether you intend to stay on and 
help take the business to the next 
level. And whether you want to 
take all of your cash off the table, 
or defer some of the payout.”



There are plenty of other issues for 
founders looking to sell their firm, 
John points out.

You’ll need to get a sense of the 
headline price your business can 
fetch; what synergies or value driv-
ers there are for each prospective 
buyer; and what you could raise 
from alternate options, such as a 
bank, IPO, or a sale to a second 
tier of management. 

Other questions to consider 
include:

• How much equity can you   
 expect to retain if you stay on? 
• Will you be offered options? 
• How much cash will you receive  
 on day one if exiting? 
• Will there be an element of defer 
 ral – and for how long? 
• How will your performance be 

measured when determining your 
payout? With all this in mind, you 
need to do your research, John 
advises. “Then approach a  
select number of potential buyers, 
making sure you understand each 
one’s potential motives to acquire 
your business. 

“This creates competition, push-
ing up the price and giving you 
leverage when negotiating the 
equity and payoff terms.”

What are the advantages and 
drawbacks? 
As well as gaining access to 
capital, customers and markets, 
becoming part of a big, estab-
lished organisation gives you more 
security. And if you don’t want to  
remain in the business, it gives you 
a chance to exit.  Either way, you’ll 

have the opportunity to cash out, 
and reap the rewards of all your 
hard work to date – particularly 
with a private equity purchase.

The obvious downside, of course, 
is that you’ll lose day-to-day control 
of your ‘baby’. But there are other 
pitfalls to be mindful of. 

“You may encounter a culture 
clash, integration issues or 
conflicting objectives between 
the two companies,” warns John. 
“Many a study has highlighted 
the number of M&A’s that fail to 
deliver the expected value. So be 
sure to research your potential 
investors or acquirers carefully.” 

Be upfront about whether 
you intend to stay on and 
help take the business to 
the next level. And whether 
you want to take all of your 
cash off the table, or defer 
some of the payout.

John Cordrey
Foresight Group

“



IPO  
What is it? 
IPO stands for Initial Public 
Offering. Also called a flotation or 
stock market launch, it’s the first 
time a firm’s shares are made 
available to the public on a stock 
exchange. In the UK, that means 
the London Stock Exchange (LSE).  

The LSE is actually two exchanges 
– the Main Market and Alternative 
Investment Market (AIM). The 
main market is divided into three 
segments: standard, premium and 
high-growth. 

Who is it for?
IPO is often thought of as the 
domain of so-called unicorn 

businesses. But it’s more attainable 
than you might think, says James 
Clark, LSE’s Head of Tech and 
Lifesciences, Primary Markets.

If it is your intention to float, you 
must be able to give investors 
confidence that your business 
will offer them long-term returns, 
James stresses. 

He also highlights the need to 
begin conversations with LSE as 
early as possible if you’re targeting 
an IPO – as early as the seed 
stage.   

“There are a lot of steps to 
go through, requiring a lot of 

preparation, so it’s helpful to start 
considering what that means for 
your business when you have 
more time to plan. You’ll need to 
understand the scale of the task, 
and be thinking about what to do, 
when.” 

What are the key criteria and 
terms?
A business must be on a healthy 
growth path to achieve IPO. 

“You’re looking at growth of 
between 10% and 60% annual-
ly, and sustainable revenues of 
at least £5 million a year,” says 
James. “You don’t need to be in 
the black yet – but you will need 

to demonstrate a clear path to 
profitability.”

Conducting an IPO forces a 
business’s owners to think very 
carefully about what they intend do 
with the money raised – more so 
than any other funding type.

“Investors will want to know what 
your growth strategy is, and how 
you will deliver it,” explains James. 
“You’re going to have to tell that 
story to the market to convince 
them to buy a stake in your firm.” 

What are the advantages and 
drawbacks? 
Once you’re listed on an exchange, 



much of the hard work is done. 
“The transition to public company 
is challenging, but raising finance 
will be much easier in the future,” 
James says, “as you can keep 
going back to the market for more 
capital.” 

The listing process is onerous – 
with good reason. It takes a huge 
amount of work to make a firm op-
erationally, financially and culturally 
fit for life as a public company. 

Disclosure requirements, required 
to protect investors, will mean 
taking on auditors. And the make-
up of your board and management 
must be right. “Some of your 
directors will need to know how 
to run public companies,” James 
advises. “Investors will want to see 
that experience on the board.” 
Then there’s the business valu-
ation, followed by a ‘roadshow’, 

where the owners meet potential 
investors to try to drum up interest 
in their IPO. This is one of the final 
stages in the process of actually 
being listed on the exchange, 
which itself takes three to five 
months. 

“Being listed is a fundamental 
cultural shift for abusiness,” James 
affirms. “So it’s worthwhile start-
ing to prepare for it a good couple 
of years prior to IPO.”  

You’re looking at growth of
between 10% and 60% annually,
and sustainable revenues of
at least £5 million a year. You don’t need 
to be in the black yet - but you will need to 
demonstrate a clear path to profitability.”

James Clark
LSE

“



IN SUMMARY

Three key pieces of advice come 
through time and again in what our 
mentors and programme members 
tell us on the subject of raising 
finance: 

1. Know the market
Research the investment commu-
nity extensively before making any 
approaches. Ask around about 
potential investors to see what 
people think of them. 

2. Choose carefully
Having done your homework, 
be strategic about who you take 
money from. Be clear on what your 
investors bring to the table, over 
and above finance, that can help 
your business grow. 

3. Be prepared to work hard
Researching and meeting inves-
tors, developing and maintaining 
relationships, pitching your busi-
ness, due diligence, negotiating 
terms…Raising money takes a lot 
of sweat and toil. 

And while doing all of this, you 
still need to keep the business on 
track. Each funding round will take 
you out of the business for many 
months, during which you’re not 
working to keep the business on 
its growth trajectory. 

Yet taking your eye off the ball will 
put you behind your plan – which 
could frustrate existing funders, 
and discourage future investors. 

Each funding round will take you
out of the business for many months, during 
which you’re not working to keep the business 
on its growth trajectory.

“

Such is the balance entrepreneurs 
must strike as they drive their busi-
nesses forward along their devel-
opment and funding journeys. As 
Tony Hsieh, CEO of online fashion 
retailer Zappos, once said:  “Chase 
the vision, not the money. The 
money will end up following you.”



Get involved 
Tailored to your business growth ambitions, London & Partners’ Business Growth Programme offers free 
impartial business advice and support to SMEs looking to grow across London. Partly funded by the 
European Regional Development Fund, the programme can help unlock your business potential by identi-
fying barriers to growth and providing tailored solutions including mentoring, workshops, business growth 
advice and opportunities across our London network. 

If you are an SME based in London with 3-250 employees, a minimum viable product and an ambition to 
grow, we may be able to help you.  

Sign up to the programme via  businessgrowth.london 

Follow the conversation via 
#RoutesToFinance 
@L_Pbusiness

http://business.london/business-growth-programme
http://business.london/business-growth-programme
https://twitter.com/L_Pbusiness?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
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