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Quick Guide to Funding Your Business
Starting or growing a business often requires additional capital. The right funding option depends on your goals, financial situation, available collateral, and how much control you want to maintain. Consider the following options as you explore financing for your business. 

Personal Investment (Bootstrapping)
Self-funding uses your own financial resources, such as savings, retirement accounts, or contributions from family and friends. This option allows you to maintain complete ownership and control of your business, but it also means assuming all of the financial risk. Before using retirement funds, consult a financial advisor to understand potential taxes and penalties. 
Best For:
· Early-stage startups
· Businesses with modest startup costs
· Owners who want full control

Traditional Bank Loans
Traditional business loans provide a lump sum that is repaid over a set period with regular payments. Banks often require good credit, collateral, owner investment, and strong financial documentation. Loan approvals can take several weeks or months, but interest rates are often among the most competitive. 
Best For:
· Established businesses
· Major equipment purchases
· Real estate and expansion projects
Pros:
· Competitive interest rates
· Predictable payments
· Build business credit
Considerations:
· Extensive application process
· Credit and collateral requirements

SBA Loans
The U.S. Small Business Administration (SBA) works with lenders to guarantee loans, reducing lender risk and improving access to financing. Popular SBA programs include 7(a), 504, and Microloan programs. These loans may offer lower down payments and more flexible requirements than conventional financing. 
Best For:
· Businesses that may not qualify for conventional financing
· Startups and expanding businesses
· Real estate and equipment purchases

Microloans
Microloans are smaller loans, often up to $50,000, designed to help startups and small businesses launch or grow. They are commonly offered through nonprofit organizations and community lenders and may be more accessible than traditional bank financing. 
Best For:
· New businesses
· Small equipment purchases
· Working capital needs

Crowdfunding
Crowdfunding raises money from a large number of people, typically through online platforms such as Kickstarter, GoFundMe, Kiva, Indiegogo, and others. Depending on the platform, funding may be donation-based, loan-based, or investment-based. 
Best For:
· Consumer products
· Creative ventures
· Businesses with strong marketing stories and community support

Investor or Venture Capital Funding
Investors provide funding in exchange for ownership in the business. This can be an excellent source of growth capital but often requires giving up a portion of ownership and some decision-making authority. 
Best For:
· High-growth businesses
· Scalable business models
· Companies seeking significant expansion capital

Gap Financing
Gap financing helps fill the difference between available funds and the total amount needed to complete a project. It is often used alongside bank loans, investor funding, or other financing sources and may cover up to about 20% of a project's financing needs. 
Best For:
· Expansion projects
· Real estate developments
· Businesses needing supplemental financing
Grants
Business grants are funds that do not need to be repaid. Grants may be available from federal, state, local, and private sources. Competition can be strong, and applications often require significant preparation and documentation. 
Best For:
· Businesses operating in targeted industries
· Innovation and research projects
· Businesses meeting specific grant criteria

Additional Minnesota Funding Resources
Entrepreneurs may also explore financing through:
· Local Economic Development Authorities (EDAs)
· Minnesota DEED Emerging Entrepreneur Loan Program
· Minnesota Business Finance Corporation (MBFC)
· U.S. Small Business Administration (SBA)
· USDA Rural Development Programs
· USDA Farm Loan Programs 

Before You Apply for Funding
Regardless of the funding source, lenders and investors typically want to see:
· A well-developed business plan
· Realistic financial projections
· Startup cost estimates
· Personal and business financial information
· A clear plan for how funds will be used 

Need help identifying the best financing strategy? Minnesota SBDC consultants can help you evaluate funding options, prepare financial projections, and connect with local financing resources. 

West Central MN SBDC and the Minnesota SBDC Network is a proud part of the Department of Employment and Economic Development in the State of Minnesota. It is funded in part through a Cooperative Agreement with the U.S. Small Business Administration. All opinions, conclusions, and/or recommendations expressed herein are those of the author(s) and do not necessarily reflect the views of the SBA. Minnesota SBDC is a nationally accredited member of America’s SBDC. To request accommodation or discuss accessibility needs, please contact (218) 299-6605 in advance to allow adequate time for coordination.
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