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The two kinds of businesses grow, get funded and get valued
differently. Knowing which one you're building shapes every
decision after.
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AT A GLANCE
» A main-street business serves customers directly, often in one area: restaurants, shops, salons, trades
and services.

« A tech startup is built to grow fast using technology, often to customers far away: apps, software and
online platforms.

 Neither is better. They need different kinds of money, different goals and different timelines. Many
businesses are a mix.

Why it matters

A bank, an investor and a grant program each look for different things. A restaurant asking a tech investor for
money, or an app asking a bank for a loan before it has sales, usually gets a "no." That's not because the
business is bad. It's because it's at the wrong door. Knowing your path helps you knock on the right ones.
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How the two paths compare

Main-street business Tech startup

Examples Restaurant, barbershop, cleaning company,  Scheduling app, online marketplace,

retail store, contractor software sold to businesses
Customers Often local or regional Can be anywhere
How it grows More locations, more staff, more hours More users, often without many more staff
Profit Expected early, often in year 1 or 2 Often comes later, after years of growth
Usual funding Savings, loans, SBA loans, community Savings, angel investors, venture capital

lenders, some investors

What investors look  Steady sales, profit, strong owner Fast growth, a large market, a strong team
for

How it's valued A multiple of yearly profit A multiple of yearly revenue, or growth
when sold potential

How to tell which one you're building
Ask yourself these three questions:

1. Could this business serve 10 times more customers without 10 times more people? If yes, it leans tech.
2. Do customers need to be near you? If yes, it leans main street.

3. Are you aiming for steady profit, or fast growth you'd fund with investors? Steady profit leans main street.
Fast growth leans tech.

TIP

Many businesses are a mix. A bakery that sells nationwide online, or a cleaning company with its own
booking app, has a bit of both. Pick the path that describes how you make most of your money, and use
guides from both.

Examples

EXAMPLE
Marcus owns a landscaping company with 4 crews. To grow, he adds trucks and workers. He's profitable,
so he gets an equipment loan to buy a fifth truck. That's main street.

Sofia built an app that helps small clinics book patients. Adding a new clinic costs her almost nothing, and
she's signing clinics in 6 states. She raises money from angel investors to hire engineers. That's tech.

What changes depending on your path

 Legal setup. Tech founders who plan to raise from investors often form a corporation. Many main-street
owners start with an LLC. See B-01 Choosing a Business Structure: Sole Proprietor, LLC or Corporation.

« Money. Main-street businesses usually start with savings and loans. Tech startups often trade ownership for
investment. See R-01 The Money Map: Every Way to Fund a Business and R-13 Debt vs. Equity: Borrowing
vs. Selling Ownership.
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* Numbers to watch. Main street tracks profit and cash. Tech tracks monthly recurring revenue and how many
customers leave. See 0-10 Tracking the Numbers That Matter and G-03 Growth Numbers Investors Watch.

 Project Underdogs graduation. The program has a separate graduation track for each path. See UD-05 The
Graduation Standard, Explained.

Common mistakes

« Pitching a main-street business like a tech startup. Investors spot it fast. Be proud of steady profit.
» Expecting a tech startup to be profitable right away. Many aren't for years. Plan your money for that.

» Choosing a path because it sounds exciting. Choose the one that matches how your business actually
works.

Your checklist

[0 Answer the three questions above

[0 Write one sentence describing how you make most of your money
[0 Decide on your path: main street, tech, or a mix

O Note the guides for your path in the "Where to go next" list

Key words, explained
Main-street business A business that serves customers directly, often locally.
Startup A young company built to grow fast, often using technology.
Scale Growing sales much faster than costs.
Venture capital Investment from funds that back fast-growing startups for ownership.

Where to go next

» S-04 The Life of a Business: Idea to Exit in 7 Stages
¢ R-01 The Money Map: Every Way to Fund a Business
» P-01 Restaurants and Food Service or P-11 Software and Apps for a playbook that fits your business

IMPORTANT

This guide is general education from the Project Underdogs Founder Library. It is not legal, tax, accounting, immigration or investment
advice, and it is not an offer of investment or a promise of funding. Figures are general examples and ranges, not quotes. Rules change
and every business is different, so check your situation with a qualified professional. Full terms: LIB-03 Disclaimer and Terms of Use.
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