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Dave Lavinsky:  Hello everyone.  Dave Lavinsky here from Growthink and I’m 

really excited today to be able to interview Ryan Allis.  Ryan is a young 

entrepreneur with a very impressive entrepreneurial track record – impressive by 

any standard, but even more impressive because of his age.   

 

The current venture that Ryan founded is called iContact where he raised more 

than $5million in venture capital at the age of twenty two.  Impressively iContact, 

which specializes in e-mail marketing and online communications, now has over 

47,000 clients worldwide.   I definitely encourage all of you to check out 

iContact.com because it’s quite an amazing package for entrepreneurs and small 

businesses.   

 

In addition Ryan is the author of Zero to One Million, a book on 

entrepreneurship published by McGraw-Hill.   

 

Finally he’s also involved with two nonprofits, the Hunger Campaign and Nourish 

International.   

 

Naturally based on Ryan’s background I thought he would be a great person to 

interview about entrepreneurship and raising capital.  I’m really excited to speak 

with him today.  Ryan thanks again for taking the time to speak with me. 

 

Ryan Allis:  Thank you, Dave.  I’m glad to be here. 

 

Dave Lavinsky:  Excellent.  Ryan, your story is an inspirational one for aspiring 

entrepreneurs.  I’d like to start from the very beginning, if you could talk briefly 

about when did you first know you wanted to be an entrepreneur? 

 

Ryan Allis:  I got started as an entrepreneur back in 1995. I was an eleven-year-

old living in Bradenton, Florida.  I really didn’t know what an entrepreneur was.  

I put up some flyers at my local laundromat, city hall and library and for $5 an 

hour I would go out to the homes of people in our community, generally senior 



citizens, and help them with their computer, install new memory, fix hard drives, 

get them on the internet, get them sending pictures to their grandkids.  That’s 

how I got started.  I kept doing that for a few summers in seventh, eighth, ninth 

grade.  

 

Then got into website design around age fourteen and started doing some 

websites for clients in my community there in Florida.  I continued doing web 

marketing consulting at the same time, got into search engine optimization, 

affiliate marketing and continued being an entrepreneur throughout high school 

and finally came up to go to college at UNC Chapel Hill in 2002.   

 

I started studying economics there, met my business partner Aaron Houghton at 

the first meeting of the Carolina Entrepreneurship Club back in 2002.  He and I 

co- founded iContact which today is about 170 employee company – about $30 

million in annual revenue with about 50,000 customers doing e-mail marketing.  

It’s been quite a ride.  I think originally it was about “How I can make a little bit 

of money to help support myself and my family?”   

 

Eventually I sort of learned more about entrepreneurship and social 

entrepreneurship and my passion grew.  Really, the breaking point for me was at 

age seventeen, when I was the first employee – I sort of was the VP of marketing 

– for a company that was in the arthritis industry. And that company went from a 

thousand dollars a month in sales to a couple hundred thousand dollars a month 

in sales over the course of a year.  That really made me not want to just start a 

small company or consulting firm or small proprietorship, but really build 

something that could turn into a billion dollar business someday when I went off 

to college. 

 

Dave Lavinsky:  Excellent.  That’s really cool that you started a lot of things 

starting at eleven years old.  I’m assuming that over time – you said you started 

because of a need or a want to make money.   

 



How has your process for brainstorming and evaluating business ideas changed 

over the time from when you were eleven just starting for the reason of just being 

a general entrepreneur to really when you got to iContact, conceiving that and 

figuring out is that the right business venture for you?  The opportunity cost of 

your time becomes the big factor as you mature.  Talk about that a little bit.  That 

would be great. 

 

Ryan Allis:  Sure.  When I got started I had gotten a computer for my uncle and 

I learned everything I could about it and then started helping people with their 

computers.  That’s what I could do.  It’s how I could make some extra money.   

 

I sort of grew into everything else naturally.  I got into website design, got into 

web marketing.  And when I came up to school here, I was already running a 

company called Virante which is still around today as a small ten person 

company and Virante does web marketing consulting.  I really was looking for a 

way that I could go from running a business that had lots of clients to running 

instead of a service business to a business that had a product.  I was looking for a 

product that I could utilize our internet marketing abilities to scale the customer 

acquisition for.  

 

When I met Aaron Houghton from Creation, that was his web development firm, 

he had development a very basic e-mail marketing product that used to be called 

IntelliContact for one of his clients. It basically allowed you to upload a list and 

then send it out via the web and track the results.   

 

I saw that opportunity and obviously knew the need because I had been doing e-

mail newsletters for my own clients in the past and we decided to partner.  

Virante promoted the product.  Creation developed the product and then it was 

June 20903 when we officially incorporated iContact Corporation as a separate 

company.   

 



I wasn’t really thinking, “Hey is this the best thing I can do with my time?” I was 

more saying, “Hey this is a really cool opportunity and if we can create a 

product that has recurring subscription revenue it’s going to be a lot easier to 

build that company than to build a company where you’re billing based on 

hours or per client.” 

 

Dave Lavinsky:  Agreed. Is that a factor that you would consider in the future 

for future companies, in terms of receiving the subscription revenue on an 

ongoing basis?  Do you think that would be a characteristic you would always 

look for going forward? 

 

Ryan Allis:  Absolutely.  Investors love predictability and recurring subscription 

based revenue models provide very, very high predictability of cash flow. 

 

Dave Lavinsky:  Excellent.  So in your experience and in your opinion what do 

you feel is the most important – the business idea, the execution of the idea, or 

access to capital?  In what order would you put them in and why? 

 

Ryan Allis:  Definitely the execution of the idea is number one, two and three.  

If you execute the idea well you can get capital. You don’t have to have a great 

idea.  You just have to have a product or service that people are willing to pay for 

and then position it well.   

 

So certainly number one execution, number two the capital and number three the 

idea. You’ll hear venture capitalists all the time say they’d rather have an “A” 

team and a “B” idea any day over an “A” idea and a “B” team.   

 

Five hundred people came up with the idea for Facebook ten years ago, but really 

it was the execution of it, the way they launched, their ability to launch their API 

quickly and get a lot of integration, encouraged a development community.  The 

fact that they did get capital and good advisors and good people around them that 

allowed Facebook to become the leader in the social community space.  



 

With iContact when we started there were twenty other companies doing e-mail 

marketing services.  In fact at the time Microsoft had a product called List Builder 

that was the leading product.  It was even larger than Constant Contact.   

 

Dave Lavinsky:  We actually used that way back when. 

 

Ryan Allis:  Yeah.  For then, it was an okay product back then.  They chose to 

exit the market in 2004, 2005.  But there’s no way we could have predicted that.  

We were number twenty in a market with twenty competitors.   

 

The only reason we grew was execution.  We knew how to acquire customers at 

an acceptable customer acquisition cost and to scale that acquisition rapidly in a 

model in which we invested in the lifetime value of the customer. Without 

figuring out that strategy and then executing on that strategy we would not have 

been able to grow at the rate we’ve grown. 

 

Dave Lavinsky:  Got it.  Can you talk about the capital raising process and how 

you raised capital for iContact?  I think you raised equity capital and debt capital.  

Could you talk about what type of capital you raised and the process? 

 

Ryan Allis:  Sure we raised both.  When we started we could not raise capital.  

We bootstrapped.  I was 18 and Aaron was 21.  We didn’t have any mortgage, any 

house, or any actual assets we could secure anything with.   

 

We used our own time and our own skills to build the product and start 

marketing the product using organic search and affiliate marketing and 

eventually pay per click and banner ads.  We started out with free guerrilla 

marketing to generate customers for the product and sort of an early win so we 

got some awareness and could start paying to do the marketing.   

 



It wasn’t until 2006 when we raised our first capital.  We raised $500,000 from a 

firm called NC Idea here in Durham, North Carolina. We went through about an 

eight to nine month process.   

 

We started in late summer/early fall 2005.  We thought we wanted to raise $1 

million originally.  We got a term sheet in February of ‘06 for a $1 million 

investment from a firm called Aurora Funds here in Durham.  They wanted to 

invest $1 million in the company and a pre-money [valuation] of $6.5 million so 

they would have ended up purchasing 16% of the company at the time.   

 

We thought that was a fair valuation at the time but we had brought on a Chief 

Financial Officer who was more experienced and he pointed out that if we took 

that there would be a five person board of directors and they would be able to 

appoint three of those people.  We would be two out of five and no longer control 

the company even though they’d only own 16% of the company. There were issues 

with participating preferred, issues with dividends.  We basically said, “No.  This 

is a bad term sheet.”   

 

What came back three months later, we got a second term sheet.  We couldn’t 

agree on valuation.  By then we thought we were closer to $10 million.  They 

thought we were worth closer to $6 million.  We decided to agree on a formula 

multiple and said, “Well okay.  We won’t set the valuation today.  We’ll just say 

that wherever your revenue is a year from now, we’ll just give you a valuation 

of four times that number.  Whatever your trailing one year revenue is, in 

twelve months, we’ll give you four x that.”  

 

We ended up tripling the size of the company over the course of that next year 

and ended up doing $4 million in revenue that next twelve month period.  So we 

had about a $16 million valuation on that first $500,000 from NC Idea, 3.5% of 

the company while still maintaining control of the board.  That was our first 

round of capital.   

 



We raised $5.35 million from UpData Partners out of DC.  The next year, in June 

2007 we did it over two tranches so $3.35 million in June ’07 and another $2 

million in June ’08.  That was again based off a revenue multiple, a trailing twelve 

month revenue multiple.  We were able to raise capital initially around $30 

million.  Then the second round was about $59-$60 million valuation.   

 

We’ve ended up raising a grand total of $5.58 million in equity capital, in venture 

capital and then we went out in October 2008 last year and we closed a $5 

million round of what’s called venture debt from a firm called North Atlantic 

Capital up in Portland, Maine at pretty good terms.  I was happy to see that and 

overall we’ve raised a total of about $10.3 million in venture capital, venture debt 

and we’ve got a $3 million credit line from Silicon Valley Bank.   

 

That’s been sort of the total capital into the company and we’ve been very 

efficient in speeding that to this point.  We did $14.6 million in revenue last year.  

We’ll do about $27 to $28 million in revenue this year, growing at about 100% a 

year.  We’re rapidly scaling using that capital to invest in customer acquisition 

and team. 

 

Dave Lavinsky:  Excellent.  A couple points I want to mention.  I just 

interviewed Brad Feld, a very prominent venture capitalist yesterday and that 

was his expectation – worthwhile venture capital is growing at 100% per year.  

You’re the model of that which is awesome.   

 

A couple of things you said – one is the revenue multiple valuation.  I think it was 

great in terms of it clearly aligned your incentives and gets you guys very, very 

motivated to increase your revenue.  That is something I have not seen commonly 

used.  It’s a great thing for entrepreneurs to keep in mind that it’s something they 

can structure and feel confident about.  It’s a great idea to do the revenue-

multiple valuation.   

 



Can you talk to the listeners about venture debt and explain why you decided to 

raise the $5 million in venture debt and the $3 million line of credit rather than 

raising more equity capital? 

 

Ryan Allis:  Sure.  It all comes down to effective cost of capital. In the market of 

October 2008, the effective cost of equity capital was very high.   

 

Generally the cost of venture capital is around 30%-35% per year.  You don’t 

actually pay that in interest but what you do is you end up paying it out when you 

go public or when you have an exit in terms of paying them for the money they’ve 

had in the company to create an effective rate of return or IRR for them.  Venture 

capital is generally expensive.  It’s risk capital.   

 

If you have some assets or if you have some substantial cash flow beyond $1 or $2 

million a year in revenue, you can go out and get a credit line from Square One 

Bank or Silicon Valley Bank.  When you’re sort of at the $15 million a year in 

revenue you can go out and get venture debt which is sort of a mezzanine concept 

in between your Series B, Series C and the time when you go public.   

 

It allows you if you have positive cash flow, if you’re profitable to take on debt.  

Or if you have the ability to become profitable any time you choose, you’re just 

choosing to invest in marketing to grow faster you can still get that type of debt 

capital.   

 

So we went out and took debt capital.  It was effectively 12%-13% interest rate per 

year, interest only for five years, long-term capital with a couple percentage 

points of warrants on top of that, so basically options in the company.  We ended 

up seeing that this is capital that has an effective interest rate with the warrants 

of about 15-16% versus equity capital, 30-35%.   

 

We decided to take on the debt capital to help us grow.  We were in the process of 

raising a round of venture capital when really September 15th the Lehman 



Brothers went under and Bank of America bought Merrill Lynch, that Sunday 

that will go down in financial history.  That sort of caused valuations to drop 

categorically like 30-40% in one month.  It was at that point that said it’s cheaper 

to raise the money through debt. 

 

Dave Lavinsky:  Got it.  Good point.  You also mentioned that you brought on, I 

believe it was either a financial officer or CFO, that told you guys that deal, I think 

it was with Aurora, didn’t make sense because of control issues and this and that.   

 

Something that I talk about a lot which is entrepreneurs, regardless of their age, if 

they’ve never gone out there and raised venture capital or capital, they really 

should have some advisors that have been there and done that.  Maybe you can 

talk about that and maybe any advisors that you had or more senior people that 

aided you during the growth process. 

 

Ryan Allis:  Sure.  We certainly had a law firm that was working with us.  Back 

then we were using a firm called Smith Anderson in Raleigh.  Today we use a firm 

called DLA Piper out of Atlanta and DC.   

 

Having good counsel allows you ensure your terms are clear and fair and at least 

neutral if slightly entrepreneur-friendly.  And having a good chief financial officer 

who has raised capital before is absolutely crucial if you’re t the stage in your 

company where you can afford to do it.  And if can’t afford to bring them on full 

time at least reviewing your term sheets before you sign them is important.   

 

The key terms you’ve got to be aware of are things like participating preferred.  

You’ve got to look at the dividend payments.  You have to look at the board 

control.  You also have to look at what they can prevent you from doing.   

 

In a good case someone buying a minority position really can’t prevent the board 

from really doing anything.  But if you’re not careful they’ll put in these 



provisions where you can’t sell the company, you can’t take on debt, you can’t 

hire people unless they approve it.  You just have to strike a balance.   

 

So, for example, now we have to get any debt over $500,000 approved by the 

board.  We have to get any employee that’s going to come on at over $100,000 a 

year approved by the board.  If we sell the company we have to get approved by 

the board.   

 

That said, as long as we pay out to the investors at least twice what they paid in, 

they cannot block a sale.  That sometimes matters for a company that’s later 

stage.  You never know when a good offer is going to come in.   

 

You always have the problem that the venture capitalist came in at one price, it 

might be $2 or $3 or $4 a share, and you as the entrepreneur came in at a penny 

a share.  There’s that timing different and sort of long term goals misalignment 

that sometimes happens.  The investor will want to protect themselves in that 

regard by ensuring that you can only sell in certain conditions.   

 

Those are things we learned from working with a good CFO and a good law firm.  

We’re certainly glad that we ended up still in control of the board of directors.  

Being young entrepreneurs, young first-time entrepreneurs, we didn’t want to 

situation where someone could effectively vote us out and take us out of our own 

company. 

 

Dave Lavinsky:  Got it.  What about the process of raising venture capital?  

How many firms, venture capital firms were on your list to prospect?  How many 

did you speak to?  Did you have a list that was pretty geographically wide, as far 

as California or did you focus locally and stuff?  I want to get a sense of how long 

the process took and how many potential VCs you spoke with. 

 

Ryan Allis:  The first round we raised $500,000 and we ended up going out to 

twelve different firms, most of which were in the southeast region, some in 



Tennessee, some in North Carolina, some in Atlanta and a couple in DC.  We got 

two term sheets, Aurora and NC Idea.  We went with NC Idea.  We stuck locally 

because we were a small company, only doing $1.5 to $2 million a year in revenue 

at that point.  We weren’t getting a lot of interest from firms outside the 

southeast.   

 

The second time we had tripled in size.  We were doing $7 or $8 million in 

revenue by then per pear.  We were starting to get some serious interest.  We 

went out all over the exact coast, a little bit of California.  We ended up getting 

term sheets from Bessemer up in Larchmont, New York.  We got a term sheet 

from Pequot ventures up in New York City, term sheet obviously from UpData 

Funds who we ended up going with.  DC and New York were certainly involved.   

 

In this last round we were looking at the end of 2008 when we were doing $15 to 

$20 million a year in revenue we definitely went out to the West coast and talked 

to close to maybe forty firms in total, really just trying to build awareness and 

build interest and drive a competitive process.   

 

The process was working very well for us.  We got four or five really, really nice 

term sheets from really great firms and could have gotten term sheets from top 

tier firms like Sequoia and Matrix and Highland Capital but we just sort of 

weren’t aligned on the valuation side, so we chose to raise the debt instead.   

 

Dave Lavinsky:  Got it.  Can you talk a little bit about the criteria you used for 

choosing?  There’s the valuation – what other criteria did you use for selecting 

which VC firms to partner with?  

 

Ryan Allis:  Sure.  I think the most important criterion is chemistry.  Do you get 

along with this person?  Is this someone you can enter into a five year 

relationship with?  And not have them drive you wild or drive you nuts or drive 

you crazy?  Is this someone who you respect their business acumen and respect 

their judgment?   



 

Because these are people that are going to get to vote on the future of your 

company.  Just because their money looks sexy doesn’t mean that they’re a good 

business person and are going advise you toward the right ends for yourself and 

your organization.   

 

When we went out to certain firms that were arrogant and cocky and full of 

themselves and really didn’t give a care about us as the entrepreneur, we said, 

“See you later.”   

 

When we went out to certain firms that were clearly humble and hardworking 

and willing to work with the entrepreneur toward building a great business, and 

we felt like we could connect with them as human beings rather than just 

business people, those are the types of people we really invited to participate in 

sort of the next level of discussions.   

 

At the end of the day you go from about forty firms to present to and talk to and 

have phone conferences with, to maybe about eight or nine that you have come 

visit your office and you talk to for an hour or two at your offices.  Then you might 

try to drive toward a process where you get about four to five term sheets all in 

the same week to two week period to create a competitive round 

  

Dave Lavinsky:  Got it.  Can you talk through -- some of the listeners might not 

understand what you mean by competitive round? 

 

Ryan Allis:  Yeah.  Sure.  If you’re getting one term sheet you’ve sort of got to 

take it or leave it.  You have an option to raise money or you have an option to go 

out of business and shut down your company.  The venture capitalist, the investor 

is in control and they can dictate the terms and you pretty are much in a bad 

negotiating position.   

 



The key to our success with raising capital was that we weren’t burning cash 

when we raised our first round.  We had built the company at $1.5 million in 

annual revenue.  We were break even.  We could indefinitely continue as a 

company without the risk of going out of business. We had real customers and a 

real product and we were growing.  We didn’t need anyone’s money.  We would 

like their money to help us grow but we didn’t need it to survive.   

 

Because of that, we were able to dictate our own terms and turn down a term 

sheet that wasn’t so great.  We learned quite early on that if you’re going to get a 

good term sheet with good valuation, you need to get multiple players in the ball 

game.   

 

We created a process.  It’s about a 120 day process where you reach out to people.  

You do a call with them.  You get the interest of a partner.  You do a call with a 

partner.  Maybe you visit them.  If they continue to be interested you might invite 

them to visit your office for a tour, and for a couple of hours you deep-dive on the 

financial projections and you keep eliminating people if you don’t like them or 

they don’t like you.   

 

You eventually get down to the end with a group of four or five people that are all 

ready to give you a term sheet within the same week to two weeks.   

 

The key on the timing is that if you get one term sheet on June 1 and another 

term sheet on July 15 it’s not going to work because you have to respond to the 

June 1 term sheet within a two or three week period realistically.   

 

You really have to get them all within the same one to two week period so you 

can compare and contrast them, play them off each other a little bit, make sure 

they understand what needs to happen for you to win the deal. You can often get 

a valuation that’s 10%, 15%, 20% higher with much more favorable terms for the 

entrepreneur.   

 



It’s just positioning yourself as an entrepreneur to get a favorable outcome.  It’s 

not always possible, but if you have a high-growth company with a good team 

that’s growing at 100% a year, there’s certainly capital out there for good 

execution.    

 

Dave Lavinsky:  Got it.  What do you think about the man hours?  I love your 

process. We do this a lot, 120 days, starting with the big list of potential firms and 

doing it as a coordinated effort.   

 

As you’re saying -- because that forty is going to go down to eight or nine and 

then four or five with the term sheet.  It’s obviously a lot of work.  I was 

wondering how much time did you spend versus the CFO?  What type of total 

man hours went into it? 

 

Ryan Allis:  It’s up to you, first of all, how much time you put into it as a CEO.  

You can hire a firm to go raise money for you.  You can hire an investment banker 

that will go and conduct the process and make it happen and get you term sheets.  

They’ll take 3%, 4%, 5% of what you raise. 

 

Dave Lavinsky:  I’m sorry, my phone cut out, can you repeat that? 

 

Ryan Allis:  Absolutely.  So you can hire a firm to run a process for you.  For 3%, 

4%, 5% of what you raise they’ll conduct the search and get you interested people.  

You’ll still have to present but you won’t have to manage the process.  They’ll 

manage it through to the term sheet.  There are plenty of investment bankers that 

do that.   

 

It’s actually better, I think, if you go directly and work directly with venture firm.  

In your first round you’re not going to go out to forty firms.  You’re going to go 

out to maybe eight or nine or ten.  If you get two that give you a term sheet, that’s 

great.  It’s only later in the Series B, Series C where the stakes are higher, you’re 

talking about tens of millions of dollars.  That’s when you need to go out and get a 



distribution of awareness of your organizations and the prospects you have, 

especially if you’re trying to drive a competitive deal.   

 

The first time we did this I went out and managed a process.  I presented one 

hour presentations to twelve different companies, twelve different firms.  We 

went through a fuller due diligence process with two firms.  It might have taken 

maybe ten hours a week for me for actually seven to eight months.  Yeah, it’s a 

substantial commitment.  But we were able to use that capital to triple the size of 

our company so it was certainly worthwhile.   

 

Now the second time we went through we had the help of our CFO Tim Oakley 

who’s amazing and wonderful and very experienced.  I was able to spend 

probably ten hours a week still, but it was only a three or four month process.  It 

was much quicker.  It was to the point.  We got it done.  We knew what we were 

doing.  We knew how to talk the language.   

 

The final time we actually used an investment banker.  We used a firm called 

Montgomery.  We had gotten some inbound M&A interest.  We hired them to 

respond to that M&A interest.  We weren’t interested in selling the company but 

we had a fiduciary responsibility to respond to the offer and to see if there’d be 

other offers out there so the board could consider it.  They decided to do the 

round for us, good terms.   

 

We went out together to about forty firms and then got that down to five or six in 

the end that were interested in our company.  That took three and a half to four 

months before we ended up deciding to raise the debt capital in October.  That 

was more of my time because I had to go to California, go to New York, go to DC 

and go to Chicago.  You tend to lump them together. You do two days in Silicon 

Valley, two days in New York, a day in Boston, a day in Chicago.  You get the 

initial presentations done in a week and a half. 

 



Dave Lavinsky:  Got it.  A key thing is that a lot of entrepreneurs don’t really 

understand or appreciate that it is a lot of time. Even when you had help you were 

saying it was still ten hours a week which is a nice chunk of time. 

 

Ryan Allis:  Absolutely.  Absolutely. 

 

Dave Lavinsky:  Now when you first went out there and you were less well 

known, how did you go about getting meetings with venture capital firms?  Did 

you use referrals?  You mentioned a law firm, later your CFO may have had 

connections…  Did you go and call venture capital firms?  How do you get in the 

door? 

 

Ryan Allis:  The only way to get in the door of a venture capital firm is through a 

trusted referrer, through somebody they already know, they’ve already worked 

with.   

 

Who’s that going to be?  It’s going to be an attorney that they’ve worked with.  It’s 

going to be an entrepreneur they’ve previously funded or it’s going to be someone 

– an angel investor – that they’ve gotten deal flow from before that they trust.  

The key is to meet in your community and get introduced to people who are doing 

angel investing, people who are entrepreneurs that have already raised money 

and attorneys who help with raising venture capital.   

 

I think it’s probably easiest to get introduced to entrepreneurs who are already 

successful, who have already raised money.  Entrepreneurs like helping other 

entrepreneurs whereas attorneys sometimes do and sometimes don’t.  I went 

through a friend of mine who had raised a lot of money for a company called 

Pinpoint that then became Motricity, a friend of mine by the name of Jud 

Bowman who’s now running a company here in the triangle called PocketGear.   

 

Jud was the cofounder of Pinpoint and the cofounder of Motricity.  He’d raised a 

few hundred million dollars for Motricity.  He helped connect me to the local 



inner south, Aurora, River City, Southern Capital Ventures, NC Idea, Wakefield 

group, sort of the five or six in central North Carolina and presented to them.   

 

You’ve got to build a relationship.  No one will fund you unless they’ve known you 

for six months.   If you’re going out there trying to raise money tomorrow or next 

month you should have started the process eight or nine months ago.  You really 

need to tell someone what you’re going to do, go do it, build rapport and respect 

with them, and then they’ll fund you nine months later.   

 

Dave Lavinsky:  That’s a great point, thank you.  Can you talk a little bit about 

your nonprofits?  Have you raised capital for those or are you running them on 

the side?  Maybe you can talk about that and if you have raised capital how is that 

different from raising for-profit? 

 

Ryan Allis:  I run a nonprofit organization called the Humanity Campaign.  We 

do not raise capital.  We simply grant.  We make grants.  It’s a grant making 

foundation.  I’ve not raised capital for it because we don’t need capital.  I have 

been the board chairman however of other 501(c) 3 nonprofits that do raise 

capital.   

 

Nourish International is one here locally that works to eliminate poverty in 

developing companies.  I’m the board chair this year.  We go out and we try to 

raise $75,000 to $125,000 a year.  That’s a different process.  At the end of the 

day whether you’re running a for-profit business or a social business, you have a 

customer and you have shareholders and you have stakeholders and you have a 

product that you’re selling to somebody.   

 

Whether we’re raising capital from a private investor who wants to have a return 

on their capital monetarily, or from a private investor who wants to have a return 

on their capital socially, it’s a very similar process.  You have to describe the value 

proposition that you provide, what makes you unique,  how you’re scaling, how 

you’re executing, who’s on your team, how they’re going to get a return, when the 



return is going to come, how you follow up and actually track the results of what 

you do.  It’s almost the exact same process.   

 

I think it’s often a mistake in the nonprofit world that they don’t treat raising 

money more like a business-like activity.  It’s not really about holding a 

fundraiser and seeing what money you can get.  You really need to communicate 

your value proposition and the value of your product to your customers and make 

sure that is explained.  And you need to communicate and find people who are 

interested in a social return as well as a monetary return.   

 

Obviously there are plenty of philanthropists and social investors out there and 

there are plenty of grant funds out there.  At the end of the day a nonprofit is 

pretty much the same as a for-profit business with the exception that you’re 

selling something with a social return in addition to a financial return. 

 

Dave Lavinsky:  Excellent.  You experienced a lot of success at an early age.  

Can you talk about some of your biggest setbacks, mistakes, failures and what 

you’ve learned from them? 

 

Ryan Allis:  Sure.  I think some of the things I’ve learned over the past five years 

is it’s really critical to surround yourself with great people, as experienced and 

driven and ambitious folks as you can find.  Oftentimes you can’t afford them in 

the beginning, but you can often attract them into your startup as long as you’re 

hard working and you’re willing to offer a piece of the company and a piece of 

equity to them.  That’s one thing I’ve learned.   

 

We waited a little too long to hire our director of human resources, way too long 

to hire an executive assistant, way too long to hire our Chief Financial Officer.  

We now have these people and we’re doing great because of it.  But we probably 

could have grown even faster if we would have had those people slightly earlier.  

We would have had to have a little more dilution, a little more stock options out 

the door, but I think that would have been paid for.   



 

Other things, again on stock options – we have a stock option plan today at 

iContact today in which any employee, any team member, can earn stock options 

after being here six months.  We didn’t create that program until about a year and 

a half ago.  There was a four year period, a four and a half year period in which we 

had stock options for directors and executives, but we didn’t have stock options 

for team members.  

 

In hindsight I made a mistake and we should have offered stock options earlier to 

the team.  We wouldn’t have gotten diluted any more.  We simply would have 

provided the same stock options to these team members at a lower strike price 

which would have allowed them to actually make a little more money.  That’s 

something in our next company we’ll always have a stock options program from 

day one.  It really creates a culture of ownership and focus on drive and a sense of 

urgency that’s unmatched in a company in which everybody is not an owner.   

 

Those are a couple of things, surround yourself with great people, have a stock 

options plan and create a sense of ownership from day one and really focus on 

driving customer acquisition.  A lot of times people focus on the product and 

that’s fine and good in the first six months.  But once you’re past that six months 

you need to get customers and you need to get sales.   

 

Entrepreneurs wait way too long initially to generate sales.  If you don’t have 

sales, you’re not going to raise capital.  Venture capitalists today will tell you to go 

away and come back in six to nine months when you have $10,000 a month in 

sales and then they’ll invest in you.  The key challenge for the entrepreneur is 

how do you generate a product in a very inexpensive way you can actually get a 

customer to pay for and if you can succeed in achieving that critical challenge 

you’ll be able to raise money. 

 

Dave Lavinsky:  Got it.  Have you ever invested as an angel investor? 

 



Ryan Allis:  I’ve done that very little.  I live in a house in Chapel Hill that I own 

that I rent out to other entrepreneurs and social entrepreneurs.  Sometimes they 

fall behind on their rent so I will take equity in their business in exchange 

sometimes.  To that extent I’ve been an angel investor.   

 

My philosophy now from an asset allocation standpoint is that I am very heavily 

exposed to private equity in our own company’s illiquid shares.  I would like to 

build iContact and over the next few years take it public and/or be acquired.  If 

that happens, when that happens, then I will certainly want to invest in other 

entrepreneurs that are changing the world.  

 

Dave Lavinsky:  What would you look for?  What are the key things you would 

look for when deciding to invest in one company versus another? 

 

Ryan Allis:  It’s drive.  It’s execution.  You’ll never invest in someone you 

haven’t known six months.  Is an entrepreneur going to come to me on January 1 

and tell me something in terms of projections and are they going to come back to 

me on July 1 and have beaten those projections?  That’s the key.  Can they do 

what they say they’re going to do or can they not?   

 

Ninety-five percent of entrepreneurs or want to be entrepreneurs can’t do what 

they say they’re going to do.  They can’t hit their plan. They can’t launch.  They 

can’t scale.  It’s okay if you’re off a little bit but if you say you’re going to be doing 

$30,000 a month by July 1 and you’re doing $1000 a month, I’m not going to 

invest in you.  But if you come back saying $30,000 and you’re at $27,000, hey 

that’s good.   

 

Are you going to be within 85% to 90% of what you said you were going to do 

from a revenue standpoint or a milestone standpoint?  Build that trust with me 

over time, so that when you tell me what you’re going to do in the next six months 

I can actually believe that that’s actually going to happen.  And I can value you off 



of what you think you’re going to do rather than value you off a critical 

pessimistic case of what you might do or might not do.   

 

Obviously ground breaking technology – personally, I look for a company that 

can sell.  It doesn’t have to be a great product, you just have to have a product 

that you can position well and better than its competitors and I look for 

companies that are actually making a positive social impact with their business.   

 

I’m very interested personally in water distribution in the developing world and 

electrical grids and smart grids and alternative energy projects.  I’m certainly 

interested in the concept of the bottom billion and the fortune at the bottom of 

the pyramid and investing in emerging markets, but in companies that don’t 

create negative externalities for the environment, for example, or destroy the 

world as they do their business.  I’m looking for companies that improve the 

world as they go about their everyday line of business. 

 

Dave Lavinsky:  Excellent. I just have one final question for you which is pretty 

open-ended.  What other advice would you give to an entrepreneur who’s brand 

new to raising capital and growing a business? 

 

Ryan Allis:  Step one, figure out how to sell something before you try to raise 

money.  Too many entrepreneurs come up with a business plan.  They’ll spend six 

to nine months writing a fifty page business plan.  They’ll go pitch to lots of 

investors expecting them to give them money right away at an unlikely valuation.  

Then they’ll get turned down.  Then they’ll get disillusioned and then they’ll give 

up on entrepreneurship.   

 

What I say is figure out how to create a product for $5,000 or $10,000, 

something you can afford yourself.  If it’s a software product, get some freelance 

work.  Get people to work for you for equity.  Keep your costs low.  Keep your 

burn low.  Actually get some sales going and then once you have $5,000 or 



$10,000 or $15,000 a month and a product that is actually selling, then you can 

go out and raise your $500,000 to scale the business to the next level.   

 

Never raise more money than you’re doing in annual revenue, with the only 

exception being if you just need a couple hundred thousand to do a very 

expensive prototyping system or you’re in a health care startup where you need 

the money to do the research before you can create the product.  But for first time 

entrepreneurs that’s probably not going to be your first venture anyway.  So never 

raise more money than you’re doing in annual revenue.  If you do that you’re 

going to dilute yourself too much.   

 

At iContact we’re doing $28 million in revenue.  We’ve raised $6 million in 

capital.  Even when we raised $5 million in capital we were doing $7 to $8 million 

in capital at that point.  Figure out how to generate revenue before you raise 

capital and you’ll be in control of the terms.   

 

Don’t send in an un-referred plan.  It’s absolutely useless to send your business 

plan via e-mail to venture capital firms or angel investors [without an 

introduction].  Go get an introduction.  Go to the chamber of commerce.  

 

Go to the local meet up and met people who have raised money before or just go 

on their website, call them or email them and say, “Hey I’d love to take you out to 

lunch.  Can I buy you coffee?” or “Can I buy you a meal?”  Get them to know you.  

Build trust with them.   

 

It’s not about selling them on day one.  It’s about building a relationship over the 

course of three to six months so that they trust you so they’ll introduce you to 

their golden network of contacts.   

 

Those are the first two things I would say and then finally just stick with it.  It’s 

not going to happen in twelve months.  It takes five, six, seven years to succeed in 

business regardless of where you’re starting from almost completely.  That’s the 



minimum it’s going to take, five, six, seven years.  Don’t get disillusioned if you’re 

only doing $5,000 a month by the end of your first year.  Keep with it and you’ll 

figure out how to provide a value to the customer that allows you to scale your 

business and surround yourself with great people if you just keep with it long 

enough. 

 

Dave Lavinsky:  Excellent.  Ryan, that’s extremely helpful.  I think a lot of 

entrepreneurs are going to get a ton of value out of this and I appreciate it.  

Everyone listening, I definitely encourage you to go to iContact.com to learn more 

about Ryan’s venture.  And as I said at the beginning, it’s just an amazing tool to 

help pretty much any entrepreneur and small business communicate with their 

prospective customers and current costumers.  Ryan once again I really 

appreciate your time and hope you have a great day. 

 

Ryan Allis:  Thanks so much Dave.  Take care. 


