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Bootstrapping: Cultivating Internal Resources and Maintaining Control

Bootstrapping, characterized by self-funding through personal savings and revenue
reinvestment, offers several key benefits grounded in RBV principles. By focusing on
internal resource development, bootstrapping firms enhance their competitive
position.

However, bootstrapping presents resource constraints that limit growth potential:

External Financing: Leveraging External Resources and Accelerating Growth

External financing, encompassing venture capital, angel investors, and debt
financing, offers significant advantages in accelerating growth and expansion, often
directly impacting the firm's resource base and competitive landscape.

However, external financing introduces agency challenges and potential drawbacks:

Conclusion: A Contingency-Based Approach to Funding Strategy



Reader Pool: Considering the trade-offs between control, growth potential, and agency
costs, what factors would you consider most important when choosing between
bootstrapping and external financing for a new venture?
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