
Debt vs Investment 

Debt vs. an investment is a question all aspiring entrepreneurs ask themselves and it becomes more 

of a critical question because it plays a determining role in your eventual success or lack thereof. The 

type of money you choose must be calculated to the type of business you have and to the business 

model you have strategized. Money is vital in a business, it is what makes everything move and as 

we once said ‘Money is to a business as is petrol is to car; but the wrong type of money; as is the 

wrong type of petrol; would cause cataclysmic problems. 

General consensus sees more entrepreneurs inclined to the use of an investment as opposed to 

borrowing money from the bank. But this inclination is somewhat misguided because it is based on 

the notion that debt repayments can overwhelm a business where as an investment does not have a 

monthly repayment burden. But prior to you deciding on applying for a business loan; surely you 

must have calculated the amount of revenue you will need on a monthly basis to sustain the 

business and service the debt.  

Debt money also offers you the freedom to build your business the way you want to, without 

scrutiny or being micro managed unlike with an investment. An investment doesn’t only bring 

money to your business venture; it also comes with the investors themselves. And if you were ever 

given money by someone; be it to help you with your tuition fees or rent, you would remember how 

they treated you. Well investors are far worse, they micro manage you, they tell you how to run your 

business and above all they don’t respect you. They look at you with inferiority because according to 

them their money is far more important to you than you are to their investment.  

The other argument that pro-investment entrepreneurs raise is that taking on debt also means 

taking on personal liability which is attached to your personal assets in case you do not succeed. On 

the other hand, an investment allows you to walk away from your debacle scot-free whilst your 

investors incur the loss. But what if you succeed?  

At the end of your 5 year debt repayment; you will own 100% of a debt free business that is valued 

at possibly twice or more the amount you borrowed. But with an investment after 5 years; you will 

still own only 30% of your business and still have to deal with those investors who think they know 

more about your idea than you do.  

Whichever type of money you choose; make sure you think long and hard not only about the short 

term need but also the long term ramifications.  
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