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Show Me the Money
The venture capital lunacy of the late '90's is a thing of the past. Yet there remains a $40 billion overhang of investment capital looking for a place to go. So it's not surprising that many of our clients ask us how to go about getting money for their winning business plans or ideas.

A winning idea
We have some advice. First, make sure your idea really is "winning." Venture people see all sorts of ideas. And some are a whole lot less "winning" than the entrepreneurs think. For example, if you want to start a new auction site, you'd better have one terrific reason to explain why Ebay or Amazon aren't filling the bill. And please don't tell us about your idea is a sure winner because you're concentrating only on the pet reptiles and equipment niche, and the market's wide open.
You're probably not going to find any takers for your idea of selling flowered neckties over the Internet either, or that plan you had for the world's largest floating casino - the one with enough room for the Concorde to take off and land on the flight deck and enough hotel rooms below the waterline to hold the entire population of Sedalia, Missouri.

Get expert help
Second, get some help. Get help with the plan, or at least some smart eyes to look at it, find the holes and help you fix those holes. And make sure the numbers work. You'd be surprised how often the Executive Summary contains one set of numbers, the full plan a second set of numbers and the financial projections a completely different set of numbers. Those kinds of disconnects are lethal.
Finally, find someone who knows where the money is. Someone intimately connected with the financial community and the business community. After all if you were standing in front of a bank's ATM machine and needed $1,000, what would you do? Look around on the sidewalk for loose change? Start panhandling the bank's customers? Or would you go into the bank and find out what it takes to get money from the ATM?
It's a crude analogy, but it's not far removed from the approach that some companies take when looking for strategic or investment equity. An amazing number of entrepreneurs - even those with good, workable plans - fail because they refuse to accept that they don't know how to raise capital.

We recently ran into an entrepreneur who said he'd been working to raise capital for the past two years with no success, even though he'd spoken with many venture capital firms. When asked how many firms he'd spoken with, he said "four." Unfortunately for him, an entrepreneur in search of capital needs access to dozens of potential investment sources.  He or she needs an advisor who knows what interests the various funds, so he's not wasting their time or yours. Sources of capital listen to their friends. They listen to people who have brought them good deals previously. And they listen to people who won't waste their time with a project that isn't within their investment scope.
And make sure it's someone who will give your project the time and effort that it warrants. Find someone who understands your plan and can put together a sensible program for approaching viable sources of capital. Sometimes those sources might be venture firms, but they're just as likely, under the right circumstances, to be strategic investors - companies in your field or in a related industry that want the additional capabilities you're offering. It might even be a source of debt capital. A good advisor will know who those potential investors are and will be able to get through to them.

Expect to pay the piper
Finally - and here's the bad news - you should expect to pay for this assistance. Sorry about that folks, but the people who work on contingency are usually worth exactly what you're not paying them. The contingency guys aren't bad guys. But they can only afford to work on something that will pay off in the near term. Otherwise, they don't eat. So, if they've shown your plan to six pals and it hasn't generated any interest, they move on. We know contingency guys who juggle 40 or more "clients" at a time just to have a shot at some fast money from a few of them. Care to be #41 on the list? 
We once met an entrepreneur who bragged that "I've got four guys working strictly on a contingency basis." So we asked, "How's that working out for you?" He didn't understand the question. He's out of business now.
You get our drift. Find someone smart who likes your plan. Work with him or her to make the plan as good as possible. And treat that person with the same respect you'd show to a good lawyer or accountant. And while your advisor sorts through the potential investors, you can be busy perfecting your presentation. Because the good advisor will get you meetings. And once you've got meetings, the rest is up to you.
Good luck.

News briefs
Sr. Partner Robert Bell will contribute regular guest editorials to Asia-Pacific Satellite beginning with the March 2003 issue. 
Sr. Partner Louis Zacharilla will moderate a panel discussion at the National Association of Broadcasters Conference (www.nab.org) on April 7th entitled, "Creating the New Customer for Broadcasting and Satellite Companies."  The panel will include representatives from Motorola Broadband, Fisher Pathways, Verestar and FiberSat Global.  For a copy of his introductory remarks, please email LZacharilla@alananthony.com.
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