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In recent years, it’s become pretty apparent that many startups see venture capital as the ultimate 
business model. They pat themselves on the back for raising capital when they've barely made it out of 
the gates. These VC-obsessed entrepreneurs are so busy trying to raise Series A, they’ve forgotten the 
whole point of their business is to make money, not raise it.  In other words, true business models have 
taken a shot-gun role to VC courtship in the startup arena—and this disturbing trend is certain to choke 
the life out of countless startups. 
 
Raising Funds Isn’t Applause-Worthy 
First of all, I think it’s shameful that startups are applauded and praised as soon as they raise venture 
capital. After all, there is nothing to celebrate about a hand-out. And that’s essentially what venture 
capital is: a hand-out void of any altruistic connotation with many strings attached.  
 
It’s time for startups to wake up and realize that raising money is just the beginning of a long, difficult 
journey—and that venture capital doesn’t ensure a startup’s success. In fact, VC usually adds 
unnecessary complication. “With no VC money you can't make a fatal mistake. This is a blessing,” writes 
Greg Gianforte, CEO of RightNow Technologies, in a guest column for Silicon Valley Watcher. “Without 
VC money, you are forced to figure out how to extract funds from your customers for value you deliver. 
Ultimately that is the only thing that really matters.” 
 
Plus, when you raise VC funds, you’re basically handing over the reins to greedy investors who don’t 
really care about what happens to your startup. “Raising VC money determines your exit strategy” 
Gianforte says. “You will either sell the business or take it public. What if you end up with a very 
profitable, modest sized business that you want to just run? That is no longer an option once you raise 
VC money.” 
 
Who Needs VC When You Have a Good Business Model? 
If startups had any traction with their business model, they would have no need for VC. If founders just 
took the time to build a concrete business model and strong marketing and branding strategies in the 
beginning of their startup venture, they could avoid selling their souls to the VC devil. But instead, these 
eager entrepreneurs are lured to VC by false promises, fabricated expertise and manufactured 
opportunities.  “Raising money takes time away from understanding your market and potential 
customers. Often more time than it would take to just go sell something to a customer,” writes 
Gianforte. “Let your customers fund your business through product orders.”  
 
Gianforte also points out that too many startups start raising venture capital before they’ve even taken 
the time to test out their business model. “You sell your precious equity very dearly before you have a 
proven business model,” he writes. “This is the worst time to raise money from a valuation perspective.” 
In other words, if you have neglected the initial stages of building your business, then no amount of VC 
funding will ensure your success. 
 
 



Plus, there are only so many Twitters and Facebooks that can keep raising hundreds of millions of dollars 
to keep things afloat. The vast majority of startups have a limited runway to either make a buck or go 
back for more funding. Unless your idea can elicit an immediate and extremely intense response, it will 
eventually run out of steam and money. At some point, the funding will run dry and if you haven't 
figured out how to make money on your own, then you have failed miserably.  
 
Wanna Take a Ride on the VC Treadmill? 
When startups step onto the VC treadmill, they often find it difficult to get off of that sickening ride. 
That’s because the repetitive path from idea to exit has become painfully formulaic. It goes a little 
something like this: Idea, angel funding, build prototype/mvp (minimum viable product), launch, Series 
A, burn through capital in the hopes of gaining some traction, Series B, repeat, exit. Unfortunately, many 
startups only make it to the Series A before their idea loses steam and the market proves their idea to 
be either unwanted or poorly executed. And the few startups who trudge along through the remaining 
steps are no better off. 
 
If you want to avoid this vicious cycle, get your hand out of the cookie jar…or you might end up eating 
cookies for much longer than you anticipated. Robert Wiltbank, a preeminent researcher on angel and 
VC investment, recently commented about this grim reality when he said, “There isn’t any actual data 
on this yet, but the implications are clear. If a company accepts financing from venture capital investors, 
the minimum exit valuation per share has to be 10-30 times more than the price the VCs paid. The 
venture capital investors will almost certainly block any attempt to sell a successful company that does 
not meet their minimum required returns. Holding out for a very high value exit will dramatically reduce 
the chances of success and statistically extend the exit time for the angels and entrepreneurs by over a 
decade.”  
 
In other words, you could end up trapped under your VC’s thumb for up to a decade or longer. Is the 
capital really worth all that pain and suffering? I would have to say no. But if you want to run in place on 
this relentless treadmill for decades, running a less than profitable company, then by all means, hold out 
your hand to VC. 
 
Pull Yourself Up By Your Bootstraps 
Paul Jozefak, Managing Partner of Neuhaus Partners, a VC company, and founder of the website 
Babbling VC, recently clarified the sometimes murky waters of VC versus bootstrapping. Although he is a 
VC himself, Jozefak readily admitted that bootstrapping offers far more benefits to the entrepreneur 
than capital. “I have no idea whether any other VC would so openly say this but if you can avoid taking 
venture capital, do so at all costs,” he writes, “Venture capital screws everything up. It injects a layer of 
bureaucracy into your business that only government intervention could match. It also hijacks so much 
of managements' time which could be so much better spent with customers. Finally, it takes up equity 
which could be so much better put to use to buy your Ferrari after the exit (or your best employees' 
Ferraris). Most importantly, running around and telling everyone you're successful because you ‘raised 
venture capital’ just labels you as an idiot! Success is in no way measured by the size of your financing 
round. In this game, only the exit and how much of that exit you owned matters!” 
 
Of course, many successful entrepreneurs understand the true value of making it on their own without 
the help of venture capital. Will it be harder? Sure. Will it take longer to see a profit? Maybe. But will 
you retain control and feel the pride of full ownership? Absolutely.  
 



In a Montreal Gazette article entitled “Bootstrapping: An Old Business Model for a New Age,” Andrea 
Courey, Founder of Grandma Emily’s Granola, discusses her own startup experience—which did not 
involve a single VC dime. “As sprouting is to slow food, bootstrapping is to slow business,” she writes. 
“Yes, it will take longer to have that summer home in the Cayman Islands when you fund your business 
with your personal savings and cash flow. Yes, it will take focus and a firm knowledge that solutions can 
always be found when the inevitable challenges (we entrepreneurs never use the word problems) begin 
to surface. You also will retain control and grow without debt…Your margins will be bigger and the 
return will be immediate.” 
 
Let’s not forget that Dell, HP, Microsoft all originally started without VC funding. These household 
names built their businesses by bootstrapping—not by taking handouts.  
  
The True Barometer of Success 
Unless you have a heavily capital intensive company, such as a data center or hardware business, money 
really isn't necessary to get things off the ground. Instead of wasting time trying to raise money, startup 
founders should focus on building a good product, launching it and gaining a devoted following. Figure 
out how to make money sooner and use that capital to fund your growth. This should be the true 
barometer of success—not whether some VC decided you had a 1 in 1000 shot and they're willing to bet 
on you. 
 
Don’t let the pinnacle of your success be determined by how much money you can raise, and don’t allow 
investors to influence the direction of your company. Instead, get in the game, roll up your sleeves and 
get to work on designing an effective business model. It’s time we all stop drinking the VC Kool-Aid and 
start pulling ourselves up by our bootstraps. 
 
 
 
 
 


