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Funding Wisdom Spotlight

Mike Belsito, in his book, Startup Seed Funding for the Rest of Us: How to Raise $1 Million for
Your Startup - Even Outside of Silicon Valley, writes “When we’re considering investing in a
startup, we first want to know that the entrepreneur has a clear understanding of the market.
Who are the major players? What about this market is ripe for disruption? What is this startup’s
unfair advantage to disrupt this market? In the first conversation we have with a company, these
are questions that we’re looking for clear answers to.”

The Startup Funding Lifecycle:
From Pre-Seed to Liquidity Event

A company begins with the founders investing their own resources, which is called the
bootstrapped stage. It then advances to the early or growth stage, attracting support
from investors and venture capitalists who pump in additional capital to fuel the

startup. As the startup progresses, it gains maturity, moving towards two options:
launching an Initial Public Offering (IPO) or being acquired by a larger entity.

Pre-Seed Series B,C... IPO

Startup Funding Rounds (Example)

= Problem/ = Go-To = Business = Liquidity & .
Solution -Market Model Fit/ capital Round Raise Pre-Money Founder Investor
Fit Scalability infusion . Valuation Own Own
I
= Product = Product/ = Predictability = Expansion
Development Market Fit & growth Pre-Seed $350K $3M 89.6% 10.4%
initiatives
Seed $1.5M $6M 71.6% 28.4%
Time Series A $3M $12M 57.3% 427%
Series B $6M $24M 45.9% 541%
Series C $12M $48M 36.7% 63.3%

The average time between

two funding rounds is 31 months.
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Funding Rounds

Pre-Seed

Stage

Where founders often
self-fund or raise
small amounts from
friends and family.

Investor Profile: Friends
and family.

Goal: Validate the idea,
build an MVP.

ﬂ Series B &

Beyond

Growth stage funding
to scale operations
and enter new
markets.

Investor Profile: Larger VC
firms, strategic investors.

Goal: Expanding the team,
marketing, and
infrastructure.

Seed Stage

Early-stage funding
to refine the product
and gain initial
traction.

Investor Profile: Angel
investors, crowdfunding.

Goal: Market validation,
early user base, team
building.
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Late-Stage
Funding

Preparing for a
liquidity event like an
IPO or acquisition.

Investor Profile: Private

equity firms, hedge funds.

Goal: Maximizing
valuation, optimizing
operations.

Series A

Q Scaling the product
and business model.

Investor Profile:
Venture capital firms.

Goal: Monetization,
expanding market
reach.

Liquidity
Event

Realizing returns
through an IPO,
merger, or
acquisition.

Goal: Revenue

growth, market share,

profitability.
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There is no set limit on the number of funding rounds a startup can go for. This flexibility allows
the company to secure additional funding whenever necessary, whether it be for global scaling,
the introduction of new products, or the acquisition of a competitor. The subsequent funding
rounds, starting from Series D and beyond, serve as avenues for further financial backing to
support the startup's strategic objectives.

Understanding the funding game can be challenging. When to go in for the next round of
investing? How much to raise? How much equity to dilute at each stage? Everything poses
complex considerations at every turn.

As founders aspiring to scale startups into large enterprises, the key is to maintain focus, adapt
to the end-user requirements, and commit to expanding your knowledge base. Also, monitoring
competitors and staying attuned to the latest industry developments will help you stay relevant.
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