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Abstract :

Startup is a young company that has just started developing. Statups are usually
smalland initially funded and operated by either a number of founders or a single
person. They offer a product or service that is not available anywhere else on the
market, or even if there are on the market, the founders believe that they are
presented in poor quality. They have a huge impact on the today’s economy and
they increase the growth of each economy.

The costs of Startups tend to exceed their incomes in the initial phase of
improvement, testing and marketing. Therefore, they usually need funding. One of
the most challenging issues for an entrepreneur is to decide on company valuation.
The valuation of startups is difficult. Because, these companies do not generate
income. There are different methods in the literature for pre-Money Valuation such
as Berkus Method, Risk Factor Summation Method, Scorecard Valuation Method,
Comparable Transac- tions Method, Book Value Method, Liquidation Value
Method, Discounted Cash Flow (DCF) Method, First Chicago Method, The Venture
Capital Method. The Venture Capital Methos is the most popular and used method
Since startups do not have a long history and are not yet profitable, investing in
them is considered highly risky. Startups have a high failure rate. Thus, investors
not only consider an idea, but also take

into account the managementteam’s experience. As a result, each startup’s specific
features and the current stage determine the valuation
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(January): 63-84.
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Source: Gartield, A. (2000) Everything's big at Barclays. The
chairman's pay has quadrupled just as 171 branches
areclosing. The Independent, 30 March 2000.
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