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Funding through investors/private equity and banks
The effect of globalization has been felt by every sector that is established in the world. Having brought about positive returns, it has presented challenges to the sectors that they have to overcome to succeed. Therefore, for any individual or company trading in any of these sector’s to be successful, they must develop approaches that will help them sail through the said challenges. For instance, the business sector’s competition has been stiffened by globalization hence intensifying the existing challenges. For instance, the financial challenge where a successful business needs to be financially oiled during the startup, growth and research and development phases (Investment Management Consultants Association, 2015). Consequently, businesses require funding to stay afloat. There exist various funding sources such as friends and family, personal savings, bank loans, venture capitalists and private equity/investors (Stowell & Stowell, 2012). In this regard, it is up to a shrewd business to choose the right option. This essay critically explores funding through investors/private equity and funding through banks. Comparison and contrast of these forms of funding shall be done giving benefits and drawbacks to each. The essay shall also make a determination as to which source is better giving reasons. 
Investors comprise of individuals or companies that are of high net worth, who lend funds to be paid back in the form of shares of the business (Vasavada, 2010).  According to Stowell & Stowell (2012), investors tend to give amounts of funds that are substantial if that the business that they want to invest in fulfills their want due to the equity positions that the business gives. The need for financing in this respect must be supported by evidence of current financial statements, business plan and an exit strategy that illustrates the potential of the business to grow and eventually transit from private to public business in the future (Investment Management Consultants Association, 2015). On the other hand, funding through banks takes place when the business is capable of demonstrating that the business has a financial track record that is strong (Stowell & Stowell, 2012). This would be by meeting the requirement of showing the sources of revenue for the business, levels of profit as well as developing business plans that are detailed (Vasavada, 2010). 
[bookmark: _GoBack]The main difference between these two funding sources is found in the business model. In this regard, investment banking is mainly characterized as a service for capital raising while private equity’s business model is dealing in investment. Private equity firms deal with businesses that are already established even though they are on the verge of collapsing and take total control by streamlining operations in to increase revenues, in contrast to this investment banking involves investing funds in startup businesses that have a growth potential that is high. They never buy 100% shares but spread their risk by investing in various businesses (Vasavada, 2010). The similarity of these two sources is drawn from the fact that they both invest in businesses and exit by way of selling their investments.
Having explored the two sources of funding herein, it is justifiable to comment that for a private company in the startup phase, the appropriate funding would be private equity. This is because such a company naturally has no ability to demonstrate its profit levels and revenue sources which is the major requirement for funding through banks. Moreover, private equity transfers the risk to the investor. However, to a certain extent bank loans would be appropriate for businesses that are already developed since repayment could be extended over time. In essence, choice of a source of funding shall basically be informed by the state of the business itself and whether or not the business owner wants to maintain control over it. 
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