
Business Finance  

So you have this great business idea and believe you are on your way to amassing a fortune worthy 

to be loathed, but one problem, you need start up capital. Yes, the seemingly ever present obstacle 

to all aspiring entrepreneurs, called money, and unless you have a ridiculously wealthy uncle who is 

willing to take a punt at your outrageous business idea, you will have to use one of the more 

conventional ways of raising capital.  

Fortunately for you, there are institutions and methods you could use to raise the capital you need 

to start your business. Today I am going to look at the many options available which you could use to 

obtain finance.  

Most people have the misconception that banks are the first and only means of obtaining capital, 

whereas there are other options available and based on your situation and business idea, you must 

choose accordingly.  

Let us look at the options you have to seek finance: 

Friends and Family 

Well if you have friends and or family that have some spare change, this could be a good option for 

you. It takes a lot of trust and risk for a family member to give you their life savings and as you and I 

both know, businesses go bad and you might risk not only losing the money but a friendship or 

relationship. 

Banks 

Traditionally banks have over the years been the primary source of start up capital for many aspiring 

entrepreneurs but since the 2008 financial meltdown, banks are more stringent in their lending 

policies. Banks are after one thing and one thing alone: “If your business fails, what can we take from 

you to sale off and recoup our money” Therefore if you have no assets, no investment or life 

insurance policy, bad credit and no experience in running a business or having worked in that 

industry, banks are not for you. I will go into more detail on the next article on how to approach the 

banks, if you do choose to go the bank route.  

Venture Capital 

Venture Capitalists are one of my favourites when it comes to raising capital, they are by definition, 

“Individuals who raise money from wealthy individuals and or institutions, then pool the money 

together, then invest that money on behave of their investors into start up or early stage 

businesses” What is great about them is that they are looking for innovation, ideas that can change 

an industry and if you have an idea that can do that, Venture Capital will be a good bet for you. 

There are many Venture Capital firms in Johannesburg which give start up capital from as little as 

R500 000 to as much as ten million rand. Lastly, if you are a person who doesn’t like sharing your 

company, then Venture Capital is not for you because in exchange for the money, they will take a 

percentage of your business, unlike banks, it is not a loan.  

 



Private Equity 

As is with Venture Capital Firms, Private Equity Firms raise money from wealthy individuals and 

institutions like pension funds, and then invest on their investors behalf. I wouldn’t consider Private 

Equity Firms because they rarely give start up capital but instead, growth capital. If your business has 

been operating successfully for over three years and you now need capital to open new branches, 

expand into Africa, add more products, then Private Equity could be an option and again, it would be 

for a percentage of your business. 

Angel Investors 

Angel investors are wealthy individuals who invest direct into start up businesses and the question I 

always get from clients, is, “where do you find these people”? Well, I won’t lie, they are not easy to 

find but in my experience, these individuals are usually successful business owners who would like 

the idea of putting some of their hard earned cash into a start up business. That is where I would 

start, look for successful business owners and somehow contact them then pitch your idea. There 

are as well angel networks, websites and groups which attempt to bring these wealthy individuals 

together because believe or not, they also find it difficult to find entrepreneurs whom they can 

invest in.  

Government 

Finally, there are government agencies which loan, grant and invest in start up businesses. The likes 

of the DTI, NEFCORP, NYDA and so forth, all of which have their criteria of lending and if you fit that 

criteria, government could be a viable option for you.  

I briefly touched on the many options available to you and in the following issues I will touch on each 

option, giving the ways and how’s of how to best approach these different groups in order to 

increase your chances of success.  
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