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Wihaat IS Bootstirapping?

BeotstrappIing refers o the tse ol creative
technigues and workarounds; te address a
lack efraceess to) traditional forms, of
financing;

Beotstrappers utilize: metheds suchias
parternng, sharng, REgetiatien, drep
ShippIng, lecating in’lew-cost fiacllities, and
do-It-yeurself (DIY).



Reasons for Bootstrapping

Entrepreneur may. lack: the credit needed
10 acquire: traditional leans.

Beotstiiappers may: Use: Know-how,
Imaginauen, andeffort as a sukstituie: o)
capital (Mamis;, 1992; Levinsen, 2005).



Self-Sufficiency: as; Persenal Value

WhER one accepts capital; e o she must
legallyand etnically: accept that there are
Certalnrstiings attached.

“Stiings attached™ may. Include giving up
decision’ authorty:and control.

Seme: Individualsimay. prefer selif-
sufficiency seras tor aveld social, legall, or
ethicall obligations.



Iraditional Sources of New: Venture Financing
lenal to be Empnhasized in Popular
ENLrEPrENEUrShIP TEXTIOOKS.
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N Practice, Bootstrapping Is the Norm.



Widespread Use ofi Boetstrapping

One estimate sugeested that 75 te) 85
PErcent of startup BUSINESSES: USe Seme form
off beotstrapping (McCune;, 1999, p. 1).

Bootstrapping IS the method most
entrepreneurs really use toe start the: Vast
majority. efi businesses (Waorrell, 2002).
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Pick: the rght type of husiness.

Understand off-the-beaten: track
Stiiategies.




Barterng

EXCRanging| 0ne product GiF Sernvice for
anether i lieur off cash.

ACHUIHNG & Product oK Service new, in
EXchange for a preomise te provide a
PredUCH O SERVICe! In! the future.



Barterng

Trade services for advertising space: (Very.
COMMONE KNewn as an “Advertisingl lirade
Agreecment).

Jrade senvices for rental consideration.

Provide: a preduct that wWill'loe used as a give
away,* serlong as you are reaching a desired
audience and' properly: acknewledged.

Irade services fol SErVICes, e.g., Iiff you are an
accountant, tradewithra marketing agency.-



Barterng

Fhree-way. trades:

Pality, ene: trades With: paiity twoj; thus, party: ene
IS oWed semething of value: (lay: party twe).

Party twor trades With: party’ three; thus, party
We IS  ewed semething off value: (1ay party: three).

Party twor pays; party ene withithe iten or
SErVICe: received from party three.




Locating 1n Low-Cost Facilities

Locate IR unUsed portiens of fiacllities: fier low: cost
[ent oK even use your heme.

Eliminate the high cost of rent, lease or mortgage
pPayments; this leaves mere moeney. for Vour
BUSINESS.

Create a business Using “virtual space.™ Eor
example, connect severall peeple whe are Working
tegether Inl thelr ewn heme offices by Using
Intermet and telecommunications technelogies.



Locating 1n Low-Cost Facilities

Use: self-sterage: facilities for extra things thait
Would ethenwise be: stored in Righer cost
finished office space.

Store! items with the help of friends and family.
MEMBEYrS.

Note: Cautien with these strategies. I the long-run,, It
may: e better te avold being a lifelong renter,” and
naving a clearly defined BUSINESS) Space: May. ave: tax
penefits; consult a profiessional advisor.



IHearding Assets

Pror te launching a kusiness, acquire and heard
items; i value:

ltems; should ve nen-perishanle.

Examples: Ofifice supplies; blank statieneny.
(classic styles), furniture, décer and furnisnings,
Certain types oii equipment (technology. Is
wypically’ perishanie).




Develop Marketing Campaigns In
Advance: of Business Launch Date

IR the “heat of hattie, = durngl the stalit-up’ phase
Off @ BUSINEess, It can' e hard 1o developr efifective
marketing campaigns:

Develep prnt advertisements;, 1N advance
(Including theracquisition of necessany: art,
typesettingand productien materals: “A.B.P. —
all befiere press?).

By a USed, portable trade: show: beoth,
customize when ready.



Develop Marketing Campaigns In
Advance: of Business Launch Date

Develep other -~ mini-marketingr materals, 1n
advance, suchas pest-cards; doei hangars,
newsletter templates.

Pre-prnt certain marketing pIeces With static
content; over-print dynamic centent.

Collect stock art and phoetography, steck MUusIc,
and other preduction rEeSeUrces.

Pre-write press releases (especially standara
announcements).



Develop a Customer Base Prior to
Business LLaunch Date

Developr customer history andl references in
advance. Eor example, handle several projects
as a freelancer, then “officially” launch the
BUSINESS.

Create a poriielier anad/er Work: Samples as;an
Independent: contracter, then launchrthe
pusiness. Examples: decks, decorating projects,
phetegraphy. perticlies.



Be a “Matchmaker”

Semehody already has a product, buit they need
CUStOMErsS.

A start-Up beotstrapper KAeWSs, MewW: te: promote
and findl customers,, but deesn't have a product:.

It's time to) play: Matchmaker! Yourre in the
midaie:

Hylbrid example: Prvate 1alnel products made oy,
SOMEONE else.



Boeotstrap Capital RESources

Beostrappers use a Wide range: of
[eSeUICES INcluding credit cards;, home
eguity lines, retirement flnds, Severance
Packages, negoetiated supplier repayment
terms, Internally, generated cash fiow, and
moeney. frem firends, relatives, or persenal
savings (Pliagas;, 2005; Relkerts, 2003
Mamis, 1992).



Credit Cards as a Source of Start-
Lip: Capital

Allarge percentage: ofi the smallest Hirms
are forced te use personall credit caras
Pecause: of limited availanility. ef-leans.

he use of owners® leans and personal
cliedit cards typically levels ofii or
diminished as firm SiZe INCrEases.



57% of Small Business Owners Use Personal Credit Cards For
Their Small Business (Industry Research Sponsored by

MasterCard).

Personal Credit Cards are “Fast, Cheap, and Easy” (Inc.
Magazine).ﬁ

Business Founders May Leverage Multiple Cards, “Possibly 14 or
15! (Wall Street Journal). gy

“Good Old-Fashioned Plastic” remains “Plentiful Even in Tough
Times” (Entrepreneur Magazine).:l




Other Credit Card Facts

Over 80% of small husinesses, surveyed
Used seme: kindl of credit-and had
eutstanding dent on thelr PeoKS at: the
end off 1998.

55%0 oif small firms had some: kind of
traditional leamn, while 71% obtained creait
firon noen-traditienaliseurces, mainly
EWRErs" loans and credit cards.



' ouCOVER

“46% of small businesses used credit cards in
connection with their start-up or ongoing
operational costs” (findings similar to those of
the MasterCard sponsored research—Federal
Reserve Board, Report to the Congress, 2002).

However, numerous observers contend, the
practice Iis risky.



Piscouraged Bormewers

Entrepreneursiwne der net apply ferr a loan
pecause off fear they will e rejected.

Fhese BerrewWers may. o may. et have
peen suceessikul (T they: naadrapplied).



Speed and Convenience

Beotstrapping, I Its Valroeus; ferms, IS fiaster anad
easier than sufiering througn: a “chilly reception®
from bankers (Resenteld, 1999; p.1).

By leveraging credit cards; (Deceglie;, 1996
MeCunel999) BUSIness foURCers can gaiin access
10 relauively’large amoeunts; ef capitalin
comparisen te the size ofi a husiness; startup
loan.



Speed Bump Ahead: If You Must Use
Credit Cards, Think Like a Banker

Bankers enly lend to these Whoe have: the
Wherewithal te pay back., Hence, I youldor use
credit cards, make: sure: that you have: thedliguid
ASSEets to repay’ them, upoen demand.

Credit cards are seld with! Inages ofi prospernity/
and econemic freedom. But, they: are repaid
Under terms off ecenemic servitude, and threugh
puUnItive; adversaral relatienships.



Speed Bump Ahead: If You Must Use
Credit Cards, Think Like a Banker

fhe credit card Industny/ IS preaatery and
constantly’ regulateadras a result. I vetween
these times, It alUSEes IS CUustomer: hase.

Interest rates have been at all-timerlows; credit
card rates haverhbeen at all-timerhighs (especially,
SO called nen-prefered or default rate: classes).



Speed Bump Ahead: If You Must Use
Credit Cards, Think Like a Banker

Fhe credit card 1ndustrny IS constantly: sued anad
regulated for what amoeunts e tickerny. Payment
due dates nave een set en helidays or
Weekends, and reguiai menthly due dates are
chianged, so as to ensure that seme. CUustemers

wWill e late:

According tera PBS report, the credit candi industry,
[ECeIVes moere complamits than any ether Industry/.



Conclusion

Bootstrappingl s the Way: entrepreneurs
really’ start ane eperate PUSINESSES.

MeSE BUSINESSES| are feunded by,
90 0LSTIEPPRENS:

Creative technigues, avelding rsky
PENaVIEKS;, andi Workingl fiali I advance,
can maximize the chances) off SUCCESS.



Questions
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