
  

 

Abstract—The organic finance framework is a new tool for 

managing the challenges of corporate financing. This 

framework is especially useful for small and medium-sized 

enterprises in the time of a crisis, such as the COVID-19 

pandemic. At its core, the framework forces a rethink of the 

manner in which companies initiate their financing approach. 

In contrast to finding potential external sources of finance, the 

organic finance framework starts by looking at the relevant 

stakeholders of the company. Alternative financing methods, 

such as crowdfunding and crowdinvesting, have demonstrated 

that companies can work with potential future customers at an 

early stage in the company lifecycle to finance the development 

of an offering. Thus, the organic finance framework presents a 

global structural visualisation of the corporate financing 

domain that can help business owners to better align the 

lifecycle of a company with its funding sources. 

 
Index Terms—Alternative financing, corporate financing, 

crowdfunding, start-ups.  

 

I. INTRODUCTION 

Companies typically face multiple challenges during their 

lifecycles. Among these, societal changes force companies to 

adapt. With remote work, increasingly people are not only 

increasingly working from home in terms of location but also 

within their own one-person companies (through 

self-employment). This work structure warrants that 

organisations should develop alternative forms of incentives 

[1], [2]. Moreover, in the search for talent, companies are 

forced to look outside their home countries, not to reduce 

wage costs but to gain access to the required trained 

workforce. [3]  

Service delivery and production are becoming increasingly 

interconnected across organisations. Consequently, 

organisations are becoming more complex [4], [5]. This 

increased complexity has upped the pace of international 

development, thus boosting competition in both the domestic 

and international markets. Therefore, companies need to 

focus on the local and the international markets to ensure that 

they are not replaced. Continuous innovation throughout the 

lifecycle of a specific product or service has become a core 

element of the organisations processes already. 

In view of these changes, companies must find a way to 

finance their activities. They must attract investors and build 

the required connections at an early stage to ensure that they 
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do not exhaust their cash reserves and file for insolvency. The 

proposed framework considers the dynamics of various 

financing sources and outlines how these sources can be 

better aligned with a company’s lifecycle. The overall goal is 

to reduce pressure on the company, so that the management 

and the employees can focus on the operative tasks of the 

company and not on the complexities of financing.  

 

II. TRADITIONAL WAY OF FINANCING 

A. Funding Lifecycle 

The traditional way of financing starts in the pre-seed 

phase, where a company researches possible solutions for the 

later implementation. In this phase, funding mainly depends 

on the entrepreneur and their family. In the United States, 

80% of businesses are started with personal or family money, 

and only 18% ever access a bank loan. Additionally, only 

0.6% businesses are started with venture capital (VC) [6]. 

Especially in Europe, grants play an important role in the 

funding of early-stage companies. According to the Austrian 

Startup Monitor 2018, 81.2% companies are financed with 

their own savings, followed by 55% with public subsidies. 

Angel investors follow in the third place [7]. In Germany, 

approximately 80.8% of all new companies are funded with 

their own savings, followed by 39.2% with public subsidies, 

and 29.3% with money provided by family and friends [8]. At 

the EU level, 77.8% of all new companies are funded with 

savings of the founders, 30.2% with money from family and 

friends, 29% with funds provided by business angels, 26.3% 

with VC, 20.7% with funds provided by incubators, and 20% 

with public subsidies [9]. In the seed phase, the first 

minimum viable product is developed and tested in the 

market. For this stage, business angels and crowdfunding are 

emerging funding sources. If an innovative company is able 

to prove the existence of a market, early-stage VC funds 

show interest in the company. A rule of the thumb is that a 

company should generate a revenue of 1 million EUR to 

appear interesting. From there on, company funding proceeds 

in ever-increasing follow-up funding rounds until the 

company goes public, is sold, or becomes profitable and 

distributes dividends (in the best case). Schuster evaluated 

the number of funding rounds in the early-stage fund 

speedinvest and visualized the associated activities [10]. 

According to Schuster’s results, funding need not necessarily 

start with small investing rounds and progress to bigger 

investing rounds. Instead, it is a very company-specific 

process, with different ups and downs for each company. 

According to the Austrian Startup Monitor 2019, the main 

challenge for a growing company is securing financial 
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resources, followed by the development of networks and 

partners. In general, cashflow/liquidity is the main challenges 

facing innovative companies, followed by sales. Moreover, 

the report pointed out that the main funding source for 

start-ups in Austria is self-savings, followed by public grants 

[11]. The trend is similar in Germany, where the main 

funding source is self-savings, followed by grants. Compared 

to Austria, the rate of participation of family and friends is 

higher in Germany [8]. These results show that the main 

challenges facing start-ups are liquidity and finding 

customers to sell products to.  

These two challenges must be solved separately in most 

cases, because investors, who provide funding, and 

customers, who buy products, do not overlap in the currently 

available financing instruments. Thus, the challenge facing a 

founder who is focused on fundraising is finding the time to 

simultaneously focus on sales, and the reverse is true as well. 

Especially at the beginning, founders are responsible for most 

of these tasks.  

B. Business Angels 

Throughout Europe, the average investment per business 

angel was approximately EUR 20,000 in 2014, and it 

increased to approximately EUR 24,000 by 2018. The 

average investment per company in 2018 was EUR 200,600 

[12]. Moreover, the study pointed out that co-investment with 

other business angels was the norm [12]. It is easy for the 

majority of business angels to find co-investors among other 

business angels and difficult to find them among VC 

companies [13]. In his lecture, Brettel pointed out that there 

are four types of business angels. The first type is the 

selective caretaker, who spends a considerable amount of 

time with a start-up. This type of business angel is very 

selective and, in most cases, highly experienced as former 

manager or serial entrepreneur. The second type is the 

part-time angel, who spends less time with a start-up. This 

type of business angel normally has a full-time job and 

enough money to invest. The third type is the portfolio 

investor, who has many investments but spends less time 

with the companies in their portfolio. Normally, portfolio 

investors have young investment portfolios. The fourth type 

is the full-time angel investor, who has a diverse portfolio and 

spends time with the promising start-ups in the portfolio. [14] 

summarized in [15]. The majority of business angels are 

between 45 and 54 years old and have previously created 

their own ventures as entrepreneurs [13]. 

C. Venture Capital (VC) 

VC is a form of investment in which private money is 

collected in a fund and invested into start-ups. Typically, a 

VC firm creates a limited partnership with other limited 

partners who invest in the fund. The VC firm acts as the 

general partner. The limited partners contribute funds in 

every round of investment (“capital call”) [16]. VC is 

different from private equity (PE). Both VC and PE firms 

invest in non-listed private companies through a fund. Where 

VC firms invest in young risky companies and typically own 

fewer than half of the shares, PE firms invest in later-stage 

companies, which are either private or are delisted by the firm 

in an attempt to secure 100 % ownership [17]. The dominant 

market in this space is North America, but it has been 

diminishing. By contrast, deals in Europe and Asia are rising. 

According a PwC study in 2019, 6,366 deals with a total 

investment of USD 113 billion were made in North America, 

followed by 5,295 deals with a total investment of USD 63 

billion in Asia, and 3,345 deals with a total investment of 

USD 32 billion in Europe [18]. In 2016, Gompers et al. 

conducted a study involving 681 different VC firms in the US. 

They found that out of 200 screened companies they make on 

average 4 deals, whereas 30 % of the deals come through the 

network. The most frequently mentioned factor, according to 

the study, for selecting a target was the management team 

(47 %), followed by business-related factors. Interestingly, 

the least important factors were fit with the fund and value 

addition. The investments themselves were valued using the 

metrics cash-to-cash return and internal rate of return (IRR). 

In terms of exit, the study showed that nearly 75% of the 

investments have been exited through acquisitions, not initial 

public offerings (IPOs). VC firms normally provide a variety 

of services to their targets, but quite interestingly, these 

services were not indicated as a success factor for companies. 

The team was mentioned as the most important success factor 

[19]. 

 

III. CHALLENGE FOR COMPANIES 

Companies should find the appropriate sources of funding 

depending on their lifecycle and status. Each type of funding 

source comes with specific requirements for a company. At 

the beginning, the company structure can be very simple. The 

founders are investing only their own money in the company. 

At that stage, they are required to report only to themselves 

and to the state for tax purposes. Following the line of 

funding, in the next stage, family and friends are asked for 

help. Normally, there is a high level of trust, and they are 

personally reliable for this funding. The company structure at 

this stage is still not very complex. As discussed in the 

previous chapter, grants are a common form of funding. 

However, one must consider that grants require the grantees 

to report to the granting organisations in some additional 

ways. This increases the overhead of internal processes.  

If the company able to develop the first prototype, business 

angels and VC organisations start showing interest in the 

company. With every new investor, the complexity of the 

company structure increases. A supervisory board is 

subsequently established, and additional reporting processes 

are put into place. The highest level of complexity of 

company structure is associated with listing of the company 

on a stock exchange. A separate position for investor 

relations has to be created fulfil the additional reporting 

requirements and ensure compliance with strict rules 

pertaining to communication. Banks play a special role 

because they support companies that either belong to 

established and well-known industries or have considerable 

assets and a predictable business model. In terms of the 

industries in which VC firms invest, approximately about 

40% of the companies are from the ICT industry, 22% from 

services, 17% from life sciences, 11% from manufacturing, 

8% from green technologies, and 2% others [20]. Based on 

these numbers, it can be said that VC firms largely invest in 

specific industries. Accordingly, it can be inferred that a 

company must adapt to the requirements of the type of 

funding source it selects. To reiterate, the selection of a more 
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complex form of funding requires the company to have a 

more complex structure, which, in turn, is more 

resource-intensive. 

Sisney defined the universal formula for success as a 

function of integration over entropy (Fig. 1). 

 

 
Fig. 1. The universal formula for success explains why any system in the 

universe will fail or succeed [21]. 

 

In this function, “integration” measures the amount of 

energy gained by the system in form of money, resources, etc. 

The more energy the system gets, the better is its level of 

integration. Entropy refers to the amount of energy required 

to maintain the system, make decisions, and get work done 

[21]. The formula is based on the first and second laws of 

thermodynamics. The first law of “conservation” states that 

“at any given point in time, the potential energy available to a 

system is finite”. This means that new energy has to come 

from outside. The second law of “entropy” states “that every 

system falls apart over time”. Disintegration and disorder are 

all synonyms of entropy, and they deteriorate the system 

constantly from the inside. Furthermore, Sisney stated that 

“The energy available to a system must always flow first to 

manage its entropy needs. Only after those needs are met, 

and if any energy is left over, it will be made available for 

integration. Therefore, the higher the level of entropy, the 

lower the level of success” [21]. 

As the company lifecycle changes, the form of execution 

must be adapted to meet the requirements of the company’s 

structure. 

Thus, the company must select a company structure that 

fits the complexity of its lifecycle. Conventionally, financing 

starts with one’s own savings, followed by family and friends. 

If a company gets some traction, business angels start 

showing interest and invest in the company. If the innovative 

company is able to grow at some point, VC organisations 

show their interest and support the company to grow faster. If 

the company is able to fulfil these growth expectations, banks 

provide support to bring the company to the financial market 

with the expectation that the company will be able to finance 

its own growth based on the cashflows acquired from selling 

their products/services to customers.  

However, normally, companies do not follow this 

theoretical funding path. Instead, a company’s path has 

multiple ups and downs. Moreover, as the number of funding 

rounds increases, the pressure from the investors on the 

company increases. The complexity introduced by the 

funding sources increases very rapidly, and the company is 

required to adhere to the resulting requirements. If this is not 

possible, the company must file for bankruptcy because it 

cannot overcome its own entropy, even though the product 

itself would have found a market. 

 

IV. ORGANIC FINANCE FRAMEWORK 

A. Core Elements of the Framework 

The organic finance framework proposed herein is the 

result of our efforts to resolve the challenges facing today’s 

companies. In traditional financing, a company is under high 

levels of pressure to acquire external sources of funding at a 

rate faster than that at which cash is spent for managing the 

company’s internal complexity.  

Therefore, the ultimate goal of any alternative to 

traditional financing should be a focus on achieving a 

positive cashflow. A positive cashflow is achieved by selling 

products or services. At the start, every company is 

necessarily financed with the founder’s savings. Thus, the 

goal of the company should be to finance itself from its own 

cashflow at some point, which is the difference between 

revenue from customers and internal costs.  

 

Savings CashflowGoal

H
u

m
a

n
-

R
e

s
s
o

u
rc

e
s

N
o

n
-H

u
m

a
n

-

R
e

s
s
o

u
rc

e
s

 
Fig. 2. Savings to cashflow. 

 

To achieve this goal, the company needs to employee 

people or develop non-human resources that can deliver the 

proposed products or services (Fig. 2). With digitalisation, it 

is the responsibility of the organisation to find a good 

trade-off between using technology and enabling humans to 

be productive. Notably, this is normally not a one-time 

activity but rather a path or process, and the company must 

align itself with this path by walking it. With this view, in Fig. 

2, company resources are denoted using the Yin and Yang 

Symbol. The two parts of the symbol represent different 

approaches to delivering a product or service, but they are 

strongly interlinked to provide an effective outcome to the 

customer. 
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Fig. 3. External and internal sources of funding. 

 

For achieving its goals, a company can use external and 

internal sources of funding (Fig. 3). The main internal 

sources are savings, followed by cashflow.  
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Fig. 4. Grants and supporters. 

 

In the previous chapter, we showed that after own savings, 

grants are a major source of funding. These grants (public or 

state grants) support companies with taking the first steps 

towards developing the business. Additionally, some people 

in the company ecosystem support the company to develop 

itself (Fig. 4), even in the absence of direct monetary return. 

Thus, grants and supporters supplement the internal sources 

because these sources do not expect monetary return. 

Then, there are external sources. The first component of 

external sources consists of the traditional forms of financing 
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(Fig. 5), which starts with funding from family and friends. If 

the company is able to gain some traction and the company 

operates in an industry that is interesting to business angels, 

they finance the company. Further up the financing ladder, at 

some point, the company will attract VC firms. They will 

support the company in taking the next steps until the 

company is sold to a large corporation, undergoes a 

management buyout, or is listed on a stock exchange through 

an IPO. Banks play a special role in company financing. 

Especially in the founding phase, they support a company 

only if it operates in a specific, well-known industry. 

Companies operating in other industries can get funding only 

at a later stage. Banks come into play again if there are VC 

companies invested in the company to support the company 

to take the next big steps, such as management buyout or 

listing on a stock exchange.  
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Fig. 5. Traditional external sources. 

 

Additionally, as will be analysed in the next paragraph, 

with the addition of each funding source, company 

complexity increases. Funding from family and friends 

increases the level of complexity compared to that when 

using one’s own funds. With business angels and, 

subsequently, VCs, additional forms of reporting and 

decision making are introduced, which increase the 

complexity and, therefore, the internal resources required to 

fulfil the requirements of various financing sources.  
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Fig. 6. Traditional financing vs. alternative financing. 

 

In recent years, multiple alternative forms of financing 

have been established and used by companies. For instance, 

the first crowdfunding platforms were introduced in 2003 

[22], followed by the establishment of large international 

platforms such as Kickstarter or Indiegogo in 2009/2008. At 

its core, a company that is seeking crowdfunding is 

essentially selling a concept-stage product or service, as 

opposed to a tangible product or service, to interested 

customers. The money collected in this manner from 

customers is used to develop, produce, and ship the product 

or service to the customers. Another route for raising money 

in this manner is supplier credits. Suppliers can support a 

partner company by providing a moratorium to pay for the 

ordered products. For a supplier, this can mean that a new 

sales channel (e.g., a social media sales channel) is developed 

by the partner company, which the supplier cannot develop 

by themselves. Another motivation for suppliers to provide 

support in this manner could be building a strong new 

customer or using the innovative company for its own 

reputation management.  

A form of financing that was introduced in 2015 but has 

been heavily used since 2017 is the so-called initial coin 

offering. In this case, a company gives out a voucher or its 

own currency, which can be used at a later stage to buy the 

company’s products or services. In contrast to crowdfunding, 

customers do not purchase a specific product or service when 

providing funding, but they get a voucher that can be used to 

avail the products or services of the company that are under 

development. Thus, cash flow occurs much earlier than the 

delivery of the product or service. 

In general, crowdfunding can be segregated into various 

types. All types involve the use of digital forms of 

communication and payment to reach a broader community. 

In addition to product selling, there is the so-called 

reward-based crowdfunding, in which supporters fund a 

company with the expectation of recouping their investment. 

This form of funding is called crowdinvesting, and it can be 

structured as a loan or as a form of equity or mezzanine 

instrument. Thus, crowdinvesting can be used by a company 

to collect small funds from investors who have a strong 

interest in the company. The average investment with 

crowdinvesting is approximately EUR 1,000.  

For a company, it is important to differentiate among the 

various financing instruments because each instrument 

imposes different internal requirements, thus increasing 

company complexity to different extents, as is the case with 

traditional forms of financing.  

B. Dealing with Complexity 

A company is not rigid and fixed over its entire lifecycle. 

Rather, it is very flexible and dynamic to ensure that it can 

adapt to upcoming changes. Fig. 7 shows that a company 

should adjust its structures and processes based on the 

different phases in its lifecycle. 

 

 
Fig. 7. Lifecycle of a company [23]. 

 

Moreover, the complexity of a company’s structure 

changes and adapts to circumstances throughout its lifecycle. 

At the beginning, a company is rather chaotic and must be 

bound by a structure. Achieving this structure can lead the 

company to become too rigid to adapt. Thus, the company 
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must accept and adapt to a period of chaos to form a new 

structure. During the lifecycle of the company, different 

forms of funding can be used to support the implementation 

of various changes in the company. 

In the organic financing framework, it is important to 

understand that the complexity of a company must be 

adjusted based on the complexity of its financing structure 

(Fig. 8). 
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Fig. 8. Complexity. 

 

In sum, the higher the complexity of a company, the higher 

are its internal costs, which means more external resources 

are required to overcome the entropy. Therefore, if the 

company complexity is high and the external sources of 

funding are low, the company is at a high risk of insolvency. 

By contrast, if the liquidity buffer of the external sources is 

high, the company has the room to experiment (Fig. 9).  

 

Insolvency Risk

Liquidity buffer

 
Fig. 9. Company success in terms of liquidity. 

 

Therefore, it is very important for a company to adjust its 

complexity in line with its funding sources. Using 

excessively complex funding sources at a stage in which the 

company is unable to deal with the resulting complexity can 

harm the company. 

C. Incentive Systems 

Clark and Wilson identified three types of incentives [24]. 

The first type consists of material incentives, for example, 

money. The second type consists of solidary incentives, 

which are intangible (socializing, congeniality, sense of 

group membership and identification). The third type 

consists of purposive incentives. They are intangible as well, 

but they drive one to achieve the proposed end status (e.g. 

support to end corruption). They state that companies are 

yield by individuals because of incentives. These incentives 

are, by definition, scarce (like money the company has or the 

intangible resources that are not distributed equally 

throughout the company). Additionally, the incentive output 

must not exceed the available incentive resources (like 

payment of excessive wages will lead to bankruptcy). The 

goal of the company is to obtain a net surplus of incentives, 

which is what executives do to sustain the company. 

Depending of the type of company, different types of 

incentives can be more relevant [24]. 

Especially at the start of a company’s lifecycle, only 

external sources can be used to finance the company’s 

activities. Therefore, the company must build up an incentive 

system for external funding sources to reman liquid. The 

most common form of incentive is to pay interest. Interest 

refers to the payment of a fixed percentage of the borrowed 

money at predefined instants of time. To the borrower, this 

provides an estimate of the quantum of return. However, if 

the company is not generating income at that moment, it may 

not be able to pay interest. The more vulnerable the company, 

the higher will be the interest rates. At one point, the interest 

rate will exceed the potential of the company to pay. At that 

point, other types of funding must be considered, for instance, 

equity or equity-like funding sources. In this case, the 

investor does not receive a fixed interest but owns a part of 

the company. This means that the investors get a share of the 

profit and a share of the company’s assets. In sum, investors 

can be incentivised not only through fixed interest payments 

but also through increases in company value.  

Participation in a crowdfunding project triggers not only a 

financial return but also an intrinsic motivation to ensure that 

the specific product is developed and the feeling of being 

involved in the community [25]. Access to investment 

opportunities [26], [27] is a major driver for equity-based 

crowdfunding. Normally, investments are limited by location 

and ticket size. Moreover, only a limited group of people can 

invest in new big ideas. Crowdfunding offers the potential to 

expand this group of people. Early access to new products 

[26], [28] is, under some circumstances, a highly valued 

community benefit. At its core, reward-based crowdfunding 

takes advantage of this perceived value. In equity-based 

crowdfunding, bundling of product access with equity is an 

option. Moreover, participation in the development of the 

initiator [26] is a form of social activity. Supporters are also 

rewarded in the form of recognition from the initiator. This 

includes support towards product development for 

philanthropic reasons.  

Belleflamme et al. analysed the conditions under which 

crowdfunding is more favourable for companies over 

traditional financing. In the first proposition, it is pointed out 

that the equilibrium profit decreases as with increases in the 

required capital and the minimum number of regular 

consumers needed to generate a community benefit. The 

higher the capital requirement, the higher must be the 

discount to attract a larger crowd. This reduces the 

company’s profit. Furthermore, an increase in the magnitude 

of community benefits increases the profit equilibrium. In 

most cases, community benefits are less cost-intensive for 

companies that raise capital through crowdfunding. 

Crowdfunding allows companies to employ price 

discrimination between the crowdfunders and 

non-crowdfunders. The higher price can only be argued with 

the increase in the community benefit. This means that the 

company’s capital is limited by the community benefit that 

can be provided and the number of regular consumers of the 

product who generate the community benefit. Lastly, an 

entrepreneur must have the credibility that they will not 

vanish with the money without delivering the product [28]. 
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Therefore, in the proposed organic finance framework, it is 

important to consider the motivations and the driving forces 

of the people that support the company. As has been 

discussed earlier in the paper, monetary return is not always 

the driver. By specifically looking at people’s intrinsic 

motivations, a company can better adjust its lifecycle and 

status with the funding sources it uses. In doing so, the 

company complexity can be reduced because its interests are 

better aligned with those of its investors. This reduction in 

complexity drives down the company’s internal costs, thus 

hypothetically increasing the company’s potential for 

success.  

D. The Organic Financing Way  

Putting all the elements together leads to a rethink of the 

forms of funding for companies (Fig. 10). A company should 

not start with attempts to attract traditional forms of funding. 

Instead, it should first look at its potential customers. 

Customers constitute the ultimate source of funding for any 

company. By using tools such as payment-in-advance or 

crowdfunding, a company can gauge the level of customer 

interest in its product or service offerings, in addition to 

securing the required funding for product or service 

development. Moreover, the complexity associated with 

setting up a reward-based crowdfunding campaign is aligned 

with the complexity associated with building a customer base 

for the company.  

Supplier credits can be an additional source of funding for 

a company. As pointed out before, the incentive of having 

access to a new distribution channel or being involved in the 

development of a new product can be more valuable to a 

supplier than getting a high interest rate. This allows the 

company to build its supplier network and secure the funding 

required to develop the entire business.  
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Fig. 10. The organic financing framework (or the organic way of company financing). 

 

Traditional forms of funding should come into play when 

they can really trigger the big next step for the company or 

when they are considerably cheaper to attract. A bigger 

trigger can be to work with business angels and VC firms for 

securing support to build an international network, expand 

into new markets, or obtain the knowledge to scale up the 

company. Alternatively, a focus on the cashflow alone can 

create a situation in which banks might provide a line of 

credit to the company in its early stages, which might be 

cheaper than using other forms of funding.  

The managing team of a company must adjust the 

complexity of its funding sources based on the complexity of 

the company’s possibilities to ensure a consistent focus on 

the business and to achieve a positive cashflow at the end.  

Funding from grants and supporters plays a major role. 

They have been added as internal sources in the proposed 

framework because they do not require a direct financial 

return. In a broad sense, supporters are the people who use the 

tools or support the company because they believe in the 

general purpose. Being involved in the development of the 

company and getting the latest news about the company’s 

current activities are the incentives for these supporters. 

Grants play a special role because they are heavily used by 

companies, but they do require companies to follow some 

form of internal organisation. Depending on the type of grant, 

different requirements are imposed on the company, leading 

to different levels of complexity. Therefore, at the beginning, 

local or state grants may better fit the needs of the company. 

A large European project with external auditors and stringent 

reporting requirements might overwhelm the internal 

organisation of a young company and would lead to a level of 

organisational complexity that cannot be fulfilled at that 

point in time with the existing resources.  

In sum, the organic finance framework helps visualise 

various traditional and alternative funding sources such that 

they can be easily aligned with the lifecycle of a company. 

Company founders and managers can use this framework to 

better understand the relationship between company 

complexity and funding sources and rethink the potential 

sources to start with the customer. 

 

V. CONCLUSION 

In this paper, we proposed an organic financing framework 

that can help company owners and managers to rethink 
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financing. In contrast to the conventional route of starting the 

funding process with family and friends, followed by 

business angels and VC, the proposed framework starts with 

the customer. A company’s goal is to sell its products or 

services. In this light, gaining traction with customers to sell a 

product on the one hand and raising adequate liquidity to be 

able to pivot the newly created business model on the other 

hand is an optimal alignment for a young company.  

Alternative financing is increasingly becoming a part of 

the company financing culture. The proposed organic 

financing framework provides a structural background that 

can be easily used, even by non-finance professionals, to 

understand the different forms of funding sources and their 

implied complexity from the viewpoint of a company. By 

doing so, founders and managers can better align the 

company’s liquidity requirements and lifecycle with the 

selected funding source.  
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