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Risk Mitigation  



Executive summary 
 

Business Angels do not sign NDAs in the first meeting 

Why Business Angels Exist ? 
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Risk mitigation 

Angel market 
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Startups Valley of Death 
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Imagine you have 100.000 euros in a bank,  

with a 4% of interest rate. 
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Hi! My name is Zephyr,  

and I want you to invest  

in my new fantastic startup!  

I will pay you annually 5%! 
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But what if the World Bank guarantees 

to pay the 5%, would you invest? 
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Risks (MELFO)  

Market, Entrepreneurs, Legal, Financial & Operational 
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Startup Risks (MELFO Methodology) 

Market 
Entrepreneur/ 

Team 
Legal Operational 
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ERTA Methodology 

Eliminate Reduce Transfer 

 

Accept 
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Get Out of the Comfort Zone! 

Total Risk of the Project 

Initial Project 
Project After  

Risk 

Mitigation 

Final Risk of the 

Project 

Reduction up to 90%  

of Initial Project ◼ Investors Risk 

◼ Entrepreneurs Risk 
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Investment Risk vs Project Risk 
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Business Angel Wanted! 



Paint + Frame = 1000 Euros 

Time Invested = 4000 Euros 

 

Painting Price = 15000 Euros 

 

Investor Wanted! 

50% for 5000 Euros 
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After Risk Mitigation 

 

Investment = ? 
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Time Management 

◼ Time to Get Investment 

◼ Time to Reduce Risk 
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1 
Risk – Market 

 
B2C products - > reward crowdfunding 

B2C can be transformed initially in B2B 

B2B - Approve samples before production line is built 

B2B – Get pre-orders or intentions 

Find key sales managers in strategic markets, with direct 

access to market 

Choose suppliers that can buy the final products 
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2 
Risk – Entrepreneur (Team) 

 
Add cofounder(s) 

 

Hire Interim Manager 
 

A Lead angel can become temporarily CEO, while founder 

can become CTO or COO 
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3 
Risk – Legal  

 
Subcontract a due diligence 

 

Hire an IP attorney with international  

experience to do the IP due diligence  
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4 
Risk – Financial 

 
Get written quotes from main suppliers 

Reduce the level of investment (by splitting the investment) 

Rent instead of buy (buildings, vehicles, machines…) 

Extensively use buy back options for main equipments  

Use SaaS solutions (e.g. search in www.capterra.com) 

Subcontract initially the production before investing hugely in a production line 

Make agreements with main initial suppliers, transforming fixed cost in variable 

cost. Revenue sharing. 

Receiving the payments from clients to secure orders 
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5 
Risk – Operational 

 
Get written statements from reliable entities confirming that 

the product will perform as expected  

Do not reinvent the wheel. Use standard pieces and 

equipments in the products. Reduces the risk of non 

performing units 

Make a prototype using smart negotiations with suppliers 

and eventual partners in the region 
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Melfo Risk Radar 
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1. Identify the Key Risks  

 

2. ERTA process 

 

3. Give up or continue mitigation 

Risk Mitigation Process (MELFO) 
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Angel Market Size 

Source: EBAN, ACA, OECD 

Note: Visible Market is data related with BANs, Angel Groups 

 



Early Stage Market 
 

7,5 b€ 

Early Stage Investment 

 

5,5 b€ 

Business Angels 

 

2 b€ 

Early Stage VCs* 

 

0,08 b€ 

Equity Crowdfunding 

 

 

 

Source: EBAN 

*EVCA 2014 



Angel Market 

2011 2012 2013 

Average Investment per 

company 181.400 174.833 165.787 

Average Investment per BAN 1.041.616 1.107.081 1.184.378 

Average Investment per BA 19.653 19.480 20.437 

Source: EBAN 2014 



 

Angels do not sign NDAs in the first meeting  

 

Main reasons for not asking a NDA to be signed by Angels 

 

 - It is a bad start by telling the Angels that you do not trust them 

 - Angels see tens or hundreds of business plans per year so  
 signing NDA’s on all of them , would put the Angel out of the  
 business in some weeks or months 

 - Some entrepreneurs like litigation and if they see an opportunity... So  
                 Angels are very careful about signing anything when they do not know  
                 the entrepreneur well 

 - In 99% of the cases, there is nothing to protect, which  
 makes the situation a bit ridiculous and a reason for non investment 
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A brief guide to grow early stage investment 
to €15 billion and generate 1.5 million new jobs by 2017 



“7 Things you think you know about 
business angels” – 3 minutes video 
Watch in Youtube. Share it among your entrepreneurs. 



Questions and Answers 


