
 
This article first appeared in the 

September 2019 issue of Eureka!NEWS. It is 

repeated here as an article as we believe 

the subject matter, while an overview, is 

an important and complicated one and 

the article below gives a good general 

understanding on funding for inventors.  

 

 

THE FUNDING LANDSCAPE 
The report back on a talk by Arnold February: 
Regional Investment Manager, Business Partners. 

August 14th 2019 

 

This company is the home of the entrepreneur. 

They’re a specialist risk finance company that 

provides customised 

financial solutions, 

sectoral knowledge, 

mentorship, business 

premises and other 

value added services 

for formal small and 

medium enterprises 

(SMEs) in South Africa 

and selected African 

countries. They’re passionate about funding, 

supporting and mentoring entrepreneurs, or as 

they call them, the “square pegs in a sea of 

round holes” … hence the company logo. 

Square pegs in round holes? Business Partners 

seeks them out – they like them, they consider 

these people as exceptional individuals who 

view each challenge as a chance to provide 

solutions and who don’t see the world for what 

it is but for what it could be. As at March 2019 

Business Partners: • Made 71 615 investments • 

Invested R19, 4 billion • Facilitated 648 226 

employment opportunities. 
 

Initially we advertised a talk on ANGEL FUNDING 

and we had a slew of questions about this 

subject to be answered but it became 

apparent that Angel Funders are just one 

source of finance. The funding landscape was 

better considered from a broader perspective. 

Enter Arnold. 
 

His slide presentation included a couple of ‘2-

minute noodle’ introductions but in terms of all 

that had to be covered to our advantage, 

these noodles were just right. There were three 

main areas he discussed – Sources of finance 

(types of funding) available and the pros and 

cons of each, some information on 

Government funding and a brief summary of 

the Challenges of funding. Finding an ‘investor’ 

depends on a proper evaluation of yourself as 

entrepreneur; of your idea/product as well as 

sound preparation and due diligence, of all 

which would include a well thought out business 

plan.  
 

There is a long list of boxes to tick before any 

‘person’ or company invests funds or will get 

involved. Inventors are not always 

entrepreneurs or business people when it comes 

to seeing their invention/s on to the market in 

any sustainable way. Often an inventor just 

wants to invent. If this is so, then it may be useful 

to license or sell the idea/product concept than 

not get it to market.  “Essentially,” said Arnold 

“understanding who you are (a mini- personal 

SWOT exercise will do) could mean the 

difference between success and failure when it 

comes to finding the funds you need to bring 

your product to market… and then running your 

own business.” 
 

Reporting back on such an important and wide 

subject is not easy but below is a summary 

which will give you a lot to research and to do 

let alone think about. 
 

There’s a lot of money out there even though 

we know it’s hard to access for inventors, 

especially at idea/proof-of-concept/prototype 

phases. Each source has its own set of rules and 

requirements which in turn will depend on 

variables that are not readily summarised. Each 

request for funding is different and while there 

may be a formula in place, each case is 

assessed individually; and this will happen 

regardless of the source or request.  
 

Remember too that this door swings both ways. 

While the funder is assessing the applicant there 

are aspects of the application that the 

entrepreneur should consider just as carefully … 

such as interest rates on loans and general 

costs, flexibility of terms (what fits your your 

business and personal circumstances), and 

what ‘value add’ is offered in exchange. What 

of the financial disciplines when it comes to 

reporting? Financial and management 

freedom? Investor involvement – will it be 

hands-on or hands-in? Investors also want to 



make money and will not give funds unless they 

can ‘see’ this is possible. You also have to 

consider the economic climate which will have 

a direct influence on events - don’t ask for too 

little money because you think your request 

might get approved more easily. 
 

Arnold had other sound advice to offer. • Go 

prepared • Believe in yourself and your business 

• Don’t be afraid to negotiate • Be honest and 

open • Only borrow money if you really need it 

– money should enable you to make more 

money not plug holes • Put everything in writing 

even when dealing with funders • Nothing 

comes easy, and if you are unsuccessful with 

one source, try others - don’t give up. 
 

So where is the money? 
Well, there are many sources and here follows a 

list that covers most. In point form these include: 

• Commercial 

Financiers • Family and 

Friends • Government 

and DFIs (Development 

Finance Institutions such 

as Land Bank and 

African Development 

Bank) •Other financial 

institutions (e.g. Business 

Partners) • Private 

Equity • Angel Investors 

• Venture Capitalists • 

Creditors • Bootstrapping (using your own 

resources) • Crowd Funding • Enterprise 

Development • 12 J Funds 
 

 

A person ‘could have danced all night’ 

discussing each of these in detail but of course 

this was not possible. There was, however, some 

brisk discussion on some.  
 

Talking about Angel Investors. 
These are usually wealthy executives and 

professionals or former entrepreneurs who have 

business experience and independent money 

to invest. They favour early stage investments 

and invest smaller amounts of capital (their own 

money) compared to venture capital (VC) 

funds. Angel Investors are essentially individuals 

who invest in start-ups for a return (usually in the 

form of shares/equity in your company) and like 

anyone, Angels only invest in companies or 

products they believe have earning potential. 

There are many advantages with Angel funding 

– Angels provide industry specific information, 

they are well connected and can provide quick 

market accessibility.  
 

Because they have a stake in your business they 

are motivated for your success, can provide 

coaching and mentorship and depending on 

the circumstances of the finance offered will 

keep a professional and interested distance. 

The thing is Angels are hard to find! They are 

‘early stage high risk’ investors and as such may 

want too much equity in your enterprise. This in 

turn may lead to too much control in the day-

to-day running of the business.  
 

They do play a very important role in funding 

and mentoring early stage businesses and 

entrepreneurs. There is a lot more that could 

have been said about Angels – but if you are 

looking for funding, are prepared and ready to 

go then follow these links for starters:  

www.investmentnetwork.co.za or 

www.joziangels.co.za  
 

Consider Venture Capitalists. 

While Angel investors are individuals, Venture 

Capitalists (VCs) are employees of Venture 

Capital Companies who invest the Company’s 

funds. The difference between Angel Investors 

and Venture Capitalists can be summarised as 

follows: 
 

ANGEL INVESTORS VENTURE CAPITALIST 
An individual A Company 

Small investment 

amounts 

Bigger investments 

often have a minimum 

threshold  

Usually has other full 

time job/career 

Investment is their full 

time Job 

Interested in early 

stage funding 

Interested when the 

product has been 

realised and in the 

testing phase plus. 

Usually not involved in 

the day to day 

activities. May or may 

not ask for a Board 

Seat 

May want involvement 

with the company and 

will have a Board Seat  

Can assist in getting 

the product to market 

Wants to scale the 

existing offering and 

help you get listed/go 

public 
 

 VCs provide opportunity for early stage, seed, 

R&D or commercialisation funding but they may 

be considered ‘expensive’ in demands made 

plus the due diligence process undertaken can 

http://www.investmentnetwork.co.za/
http://www.joziangels.co.za/


be lengthy (and tiresome) so be patient and 

forthcoming. For more information go to the 

website of the South African Venture Capital 

Association www.savca.co.za  
 

What about Crowd Funding? 
This is well established globally but is a relatively 

new funding offering in South Africa. Essentially, 

crowd funding is a way of raising capital from 

any number of people who each pledge 

differing and small (R500 – R5000+) amounts of 

money. These small amounts of money can 

soon add up to the capital you require simply 

because there is a ‘crowd’ who is funding and 

not just one individual (company). Note that this 

is an online platform and this platform can also 

be used to raise funds for a general cause and 

not just for business funding. Go to 

www.indiegogo.com for a lot of information on 

crowd funding or go to www.thundafund.com  

and scroll down to read ‘How it works’ and 

FAQs.  Reference to these websites is for your 

information only – note the III disclaimer at the 

end of this newsletter. 
 

What of Enterprise/Supplier 

Development Funding? 
Effectively these are larger organisations 

funding the development of SMEs in their own 

supply chain (e.g. food, agriculture, 

construction and financial services) and are 

driven by the change in the BEE codes which 

came into effect in May 2015. This is also a 

relatively new concept in South Africa and 

includes business incubation and mentorship 

support (not just funding). This source of funding 

is not usually available for an inventor with only 

an idea.  
 

12 J Funds. 
Caveat Emptor – let the buyer beware is a 

truism when it comes to Section 12J funding and 

the investor. This is a tax-incentivised investment 

product available to high net-worth individuals 

and companies, whose funds are channelled 

through a 12 J Fund and administered by a 

financial services provider company. The funds 

are then used to finance businesses through 

equity participation and to a lesser extent, with 

debt funding. The fund must comply with the 

relevant sections in the tax law as approved by 

SARS. This is a good initiative and is used to fund 

both start-up and existing businesses.  
 

Government Funding. 
Different types of government funding 

available include grants (which are not 

repayable) and structured low-cost 

developmental loans with incentives.  

 

Application for government funding is a slow 

process because there are strict administrative 

requirements with stringent reporting 

requirements and a lot of red tape and 

bureaucracy to wallow through, which in turn 

can lead to frustrating time-lines, pay-out delays 

and missed opportunity. 

 

 The benefit is that this is low cost funding and 

some incentives are really great in the right 

circumstances. Many of the funds promote 

black empowerment only and there are funds 

to suit the youth, women and general 

enterprise. There is a great deal of information 

available from the following sites – 

www.idc.co.za and www.dti.gov.za (for info on 

SPII – the Support Programme for Industrial 

Innovation) and www.sefa.org.za  

 

Arnold shared a great deal of his specialised 

knowledge about investment and funding, but 

the lasting advice that came through in his talk 

is for an INVENTOR: to understand the funding 

landscape; to inform him/herself about the 

best and most appropriate type of funding to 

seek;  to be patient and prepared  to 

understand the impact that due diligence will 

have on any application for funding and  to 

‘know thyself’ entrepreneur/ Inventor.  

 

Thank you Arnold for an interesting 

and detailed talk. 
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