The rise of
Media for Equity
as an alternative
investment
model
Can startups grow without venture capital? How can traditional media survive in a new world?
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In a market filled with rapid change and uncertainty, direct-to-consumer startups and media groups
have started looking for new funding opportunities and ways to diversify their revenue beyond ad
spend. This paper will shed some light on how “Media for Equity” has gained traction across Western
European startups and TV stations to solve these rising challenges.

Executive summary

The European startup ecosystem has matured
tremendously in the last decade. We now have a lot more
capital, as well as more mature startups; and founders
who are achieving unicorn status, and at a faster pace. In
parallel, many more still aren’t realizing their full potential.
An alarming 34% of startups fail because they lack a
product-market fit whilst a further 22% do so because of
little understanding of marketing strategies and how the
media works.
In the 1990s Aggregate Media sought to use media to
help startups reach a wider audience and increase their
chances of success from the early stages. The Scandinavian
investment pool firm was the first one ever to coin the term
and introduce the concept of Media for Equity.
In our research, we’ve analyzed 149 startups which have
completed at least one media for equity deal since the
start of the century and 20+ media for equity funds across
Europe. We have also spoken to dozens of industry experts,
investors, and startup founders which continue to invest and
get funded through the usage of media.

Startups that have traded equity in exchange for
advertising in the last decade register 87% survival rate
compared to the industry average of 10%. Some 47%
of all Media for Equity investment deals are done by
Internet-based companies and startups. Some of the most
successful startups have achieved up to a 29900% increase
in their profits following the implementation of media for
equity deals/strategies. The total volume of deals has
increased by 950% in the last decade compared to the
preceding ten-year period.
Investors that formed their fund within the past ten years
have also started to see the first returns. Channel 4 has
registered four exits since the launch of the fund in 2016,
where two were IPOs. This represents 25% of the total
investments ever made. As more funds mature, more
data will become available to help shed some light on the
success rates and returns of the media for equity funds. 		
This paper explores the challenges and opportunities for
both media holdings and founders of using Media for
Equity as a driver for revenue growth and international
expansion.
It will reveal the predominance of the model within the
European space, particularly in the West and in the Nordics,
as well as the untapped potential for investors and startups
in Eastern Europe.
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THE BUSINESS CASE FOR MEDIA FOR EQUITY

The Rise of Marketing
In 1930 the world witnessed the first televised
transmission broadcast live by the BBC. Ever
since, the television has proved to be an
immense opportunity for marketing. Unlike any
other type of media at the time, the TV could
provide long-lasting periods of more engaging
and accessible entertainment.
In the upcoming years, programs started
being produced and designed especially
for television, bringing in huge audiences
and enabling popular culture movements.
Businesses and companies saw a huge
marketing opportunity, and thus the televised
advertising would air in several breaks
during the programs and they would prove
to be successful. The world’s first television
commercial aired for the Bulova Watch
Company, back in 1941. The ad was 10 seconds
long, it cost 9$ to create and it was seen by
4000 people in New York.

As advertisement would evolve and become
more focused on the relationship between
the product and the customer, so would the
industry of marketing grow and transcend its
television sphere. New mediums, ad formats
and targeting capabilities started popping up
over time. The greatest invention of the 20th
century, the Internet offered marketers a new
world of opportunities, making it easier and
cheaper than TV ads to reach the audience
that matters.
Whilst most established businesses would
adopt an integrated approach to advertising,
tailoring channel strategies based on who they
are trying to reach, cross-channel marketing
implies sizable ad spend. Having access to
significant marketing budgets remains a luxury
that most early-stage companies cannot
afford. The majority of those that can afford
it, do not have the expertise to manage it
effectively.
The next section presents some of the most
notable reasons why startups fail, with lack of
funding and marketing knowledge coming in
as leading indicators.
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22% of startup fail because of poor marketing

34% of startups fail because they lack a product-market fit
History is littered with startup failures. Even though
there are loads of courageous, bright founders,
there are even more stories of their startup’s demise.
The statistics are quite rough, presenting a tragic
perspective, in which 9 out of 10 startups are doomed
to fail.
Some of the most common reasons are running out
of cash (16%), having an invalid budget plan (2%), the
absence of a mentor (18%), the existence of a product
without a business model (34%) or poor marketing
(22%).

22% of startups fail because they have marketing problem
18% of startups fail because they have team problems
16% of startups fail because they have financial problems
6% of startups fail because they have tech problems
2% of startups fail because they have operational problems
2% of startups fail because they have legal problems
(Source Startup Genome)
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Further research into the statistics shows
that startups lack experience when it
comes to handling marketing ideas.
Concepts like market fragmentation,
market size, competition, user retention,
etc. are usually not initially part of the
grand vision of young entrepreneurs and
young startups. Most often the eagerness
to develop the product is more intense and
important than actually getting the product
into the market and selling it.

This major issue can be resolved by
implementing an effective marketing
strategy, one that would appeal to all
media channels and that can be done in
exchange for equities. The business system
is called Media for Equity and it allows
startups to lower the chance of failures
right at the start of their journey.

“There are three gaps there all
together: the knowledge gap, the
funding gap and the marketing
gap.
The knowledge gap leads to the
marketing gap and the funding
gap also leads the marketing
gap so that that’s where you can
play: the marketing gap.”
| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h

Vinay Solanki
(Channel 4 Ventures)
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The Lost Opportunity: exchanging media for capital share
What does “Media for Equity” mean?
Media for Equity is an alternative business model
in which companies trading equities to media
companies in exchange for advertising space.
This business model is recommended to startups and
scale-ups which have a limited budget to develop
their infrastructure, as well as internet-based startups.
In simple terms, in a media for equity deal,
advertising is offered instead of money. It is handled
by the media conglomerate in such a way that it
should reach the widest possible audience for the
startup to succeed and attract customers.

How does Media for Equity work?
The goal of implementing a Media for Equity deal
is to reach as many potential customers as possible,
while having a variety of available media channels at
one’s disposal.

With the help of a Media for Equity business
model, a startup or scaleup could be taken out
of the shadows. The chances are that it can
enjoy fast and secured growth, and according
to our research, all the startups and scaleups
which have done a Media for Equity deal have
been successful.

1. Media Partners
contractually commit
and provide advertising

Secure - Directly proportional to the startup
growth is the value of its equity, so the deal
benefits the media partner involved.

Media Partners
Receive
Exit-Returns

Provide
Media

4. Exit proceeds are paid
out to the media partners.
GMPVC retains a cary
on these returns

GMPVC German Media Pool

In this manner, the startup gets the chance to reach
the widest possible audience, focusing on specific
demographics, if intended.
2. GMPVC
negotiates and sets up
Media for Equity deals
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Fast - A partnership with a media conglomerate
will facilitate the newly founded company’s way
to popular TV, radio and Internet channels that
are followed by huge audiences.

The implementation of the Media for
Equity deal in a startup does not only mean
advertising through all possible media
channels. It also means mentorship, access to
know-how, and, if done right, higher market
share.

Equity
Stake

Receive
Media

Startups

3. GMPVC helps set up,
handle and oversee the
media campaigns
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“A Media for Equity deal involves an
allocation of media resources to
startups in return for equity. Instead
of investing cash, we invest media
services in return for equity in
scalable and fast growing consumer
startups and brands.
With media for equity deals, media
groups can the monetize the part of
their media inventory that otherwise
would have not been monetized in an
efficient way.”

Dennis Ahrling
German Media Pool
| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h
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The rise of Media for Equity in Europe: A historical perspective

The early beginnings
From a historical perspective, the Media for Equity
business model is approximately 30 years old. In
this timeframe, online startups (or Internet-based
startups) became more prevalent in the business
world, and they needed to step forward to attract
customers.
The Media for Equity model is not a particularly
new concept in the business world. The model has
been around since 1990, with a few attempts at
implementation back in that decade.
It was first implemented in Sweden,with Aggregate
Media being the first investment pool that sought to
use media to help startups reach a wider audience.
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The popularity of the model was first noticed in
Germany in the late years of that same decade,
after several investment funds borrowed the concept
and started implementing it, with one of the first
investment funds, Media Ventures, being founded in
2000 in Cologne.
Media Ventures, in partnership with Ströer SE & Co.
KGaA, offered successful Media for Equity deals to
more than 30 companies, including several newly
founded players including: Global Group, Dockers,
autotest.de, Spotted, aha.de, womenweb.de. Media
Ventures mainly focused on HiTech, online marketing
and eCommerce, further underlining the close
relationship between Media for Equity deals and
internet-based startups.

As the model proved to be successful, German
companies expanded the practice of implementing
further Media for Equity deals. Others followed
including in Austria, Switzerland, France, the UK,
Russia, India, and South America, while the model
saw a revival in Sweden.
The business model encountered a kind of revival at
the beginning of 2010s, with many European startups
choosing to strike a Media for Equity deal in order to
increase their chances of success..
There is little to no implementation of this business
model outside of the European market, though India
has a similar Media for Equity investment pool called
Brand Capital.
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Original concept

Wave 1

Wave 2

1990 – 2000

2000 – 2010

2010 – present

Media for Equity
originates in the
Nordics. Aggregate
Media becomes one
of the first investment
funds in Europe to
use media to help
startups reach a wider
audience

Media for Equity
expands into Western
Europe. Channel 5
pioneers the model
in the UK whilst in
Germany, Media
ventures and Ströer
SE & Co. KGaA
started investing in 30
companies

Multiple Media funds
are being established.
More TV stations
are launching their
corporate fund investing
alongside VCs. Media for
Equity expand beyond
TV to include radio and
outdoor.

(Source: Startup Studio Playbook and data on publicly available data for 51
studios and 212 of their portfolio companies)

1996

1998

2000
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2002

2004

2006

2008

2010

2012

2014

2016

2018
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Growing prevalence of Media for Equity deals in the last decade
Startups are the ideal market for Media for
Equity partnerships: many young companies
benefit from media advertisements while
building and developing their products. When
the product is ready for launch, they already
have an array of potential customers.
We identified a total number of 242 Media for
Equity investments ever executed in Europe.
From the 149 companies that benefited from
any form of Media for Equity deals, 127 of
them were founded after 2000, and 112 of
them were founded after 2010.
(Source: The data is gathered from
crunchbase.com)
One example is Firebox, an e-commerce
platform that sells unique products
developed and made by the company’s staff
and marketed through Airtime for Equity
deals in the UK.
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CASE STUDY:

Channel 5 Pioneers the Media for Equity
model in the UK with Firebox
Channel 5 was the first TV station to complete a
Media for Equity deal when in 2001 they invested
£850,000 worth of “airtime” in Firebox. Channel 5
aired ads for gadgets sold by Firebox, that were yet
to be invented. In the same year, Firebox managed
to strike a deal with Dennis Publishing, which
gave the online shop media inventory to use for
marketing purposes in exchange for equity.
That first media investment propelled Firebox to
close other similar deals with Warner Brothers
Studio, which led to items merchandised by Firebox
being sold in the Warner Brothers Studio stores.
Launched in 1998, Firebox is still active today,
registering a total annual revenue of £10M in 2019.

Channel 5 made several other similar Media for
Equity investments, particularly focusing on shops
such as Cheeky Monkey, while also striking a deal
with travel agencies such as thefirstresort.com
(now called latedeals.co.uk, focusing on last minute
holidays).
The radio broadcaster GWR FM (now rebranded
aspart of the Heart Network) traded airtime for
equity in a deal with countyweb.com.
However, by the start of the new decade, the
Airtime for Equity started losing importance in
the British business world. The business model
would see something similar to a revival in the next
decade, when Channel 4 would go on to found one
of the most significant Media for Equity investment
companies, the Channel 4 Commercial fund, now
known as Channel 4 Ventures.

12

Startups:

Limitations and Opportunities
of Media for Equity as an
investment model
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There are numerous challenges and opportunities
when it comes to implementing a Media for Equity
deal. Before we dive into them, it’s worth outlining the
“ideal” profile of a startup for this type of investment.

Industry

149 startups have completed at least one media
for equity deal since 2000. The majority of the
startups and scaleups that have done a Media for
Equity are based on a B2C (business to consumer)
business model. All startups have raised funds before
completing a media for equity deal. 90% of startups
had a launched/working product to market and were
post-revenue when they raised through media for
equity.

Deals per Country

Belgium

4.9%

Russia

2.1%

France

7.9%

Italy

2.8%

Sweden

22.5%

Canada

0.7%
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Count of MfE Deal Split of MfE deals by funding stage

29.6%

Germany

1.4%

United Kingdom

4.2%

United States

0.7%

Netherlands

20.4%

Spain

Venture Round

5.7%

25.7%

Series B

Buyout

2.9%

2.9%

Series D

Series A

20.0%

42.9%

Seed
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“Often Media for Equity investments
are done via a convertible note, they
act as a good bridge to the next
financing round.
Convertible notes will convert
into equity based on the valuation
(sometimes with discount) of the
startup’s next equity financing round.
This allows companies to start
immediately with media and they can
develop their businesses before a cash
funding round.”
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Luise Gruner
German Media Pool
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Model Limitations

1

Lack of flexibility
Since startups and scaleups do not receive
cash in exchange for equities, there is virtually
no flexibility at all, other than using the media
capital. This can prove to be difficult, especially
for a startup.

2

Certain efficiency
If the Media for Equity deal gives you access to
a quantity of media capital, then it has to be an
efficient use of capital. If the startup company
is not certain about their methods of getting out
there, there is no use striking a Media for Equity
deal as it needs to be efficient, and could be a
waste of resources.

3

The need of cash
Startups will always be in need of cash. This
means that many of them will be reluctant in
getting into a Media for Equity deal. They will
prefer VC (venture capital) investment funds
instead.

“The worst that can happen is to go too early with
television and media advertising.
People get to know you, people see you and then
you could disappoint them by not meeting their
expectations, expectations that you built with the
television and media advertising.
You cannot revert that impact.
You might need to invest double or triple and you might
have killed the product and the company.”
| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h

Toni Moreno
Ad4Ventures
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Opportunities

1

Mix of media
Media companies will offer advertising through
many forms of media: TV advertising, radio
advertising, billboard advertising, print and
outdoor advertising.
Advertising will be delivered through several
channels at the same time, exposing the startup/
scaleup to a wider audience.

2

Expert media planning
Media planning is included in Media for Equity
deals and it is handled by the media company,
which manages all aspects of the advertising
including: demographic metrics, identification
of target audience and fitting the message in
order to get to these audiences, the right time to
broadcast the advertisements, and so on.

3

Discounted prices

Given the fact that media exposure is very
expensive, a Media for Equity deal comes with
high discounts, which a startup/scaleup can’t get
if they bought just media coverage or advertising
space/time.
In each European country, Media for Equity deals
work differently. In Germany, for example, TV
stations state the gross price and the companies
involved in Media for Equity deals never pay the
full fee, invariably receiving discounts, which can
be between 10% and 90%. Startups don’t get this
discount anywhere else.

4

Adjustable advertising
In some cases, as in the case of German Media
Pool, the Media for Equity investment fund is not
involved in the creation of the advertisements. A
media agency usually creates the ads, within the
media conglomerate.
The media content is very adjustable. If it is not
achieving the desired results, it can be changed
until the stated goals are realised.

5

Quality media
The quality of the media advertisements is
usually superior as the creation of the ads is
handled by a media agency that functions
within a media conglomerate. Aggregate Media
helped Deversify reach a target audience of
70,000 people with well-designed print media.

6

Timeline
The usual timeline of the implementation of the
Media for Equity deal spans from 12 months to 24
months and begins with a conversation around
media planning: how much media (frequency)
and when (what mediums).
We’ve also learned that Media for Equity funds
tend to divide investment rounds exceeding 10
million euros in three tranches. The first tranche
will be the one that matters and implemented
while the second and the third are optional.
While 12-24 months are the usual timeline, there
were instances where the first tranche would be
implemented in the first 5 months, as in the case
of Deversify.

| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h
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CASE STUDY:

Zalando - The best known
Media for Equity deal in history

Background
Zalando is a German e-commerce company
headquartered in Berlin, offering fashion and various
lifestyle products to a multinational european market.
The company was founded in 2008. In 2009 Zalando
secured a Media for Equity deal with SevenVentures.
The deal has become one of the most well known
blockbusters of a Media for Equity deal
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Outcomes
SevenVentures invested in the company in the form of
advertising in 2009 and Zalando’s annual sales skyrocketed
from $6 million to $1.8 billion sales by 2013 - A 29,900%
increase in revenue that spans across 4 years.
Zalando is a great example of a “direct-to-consumer”
company who benefited from Media for Equity. They
received extensive brand exposure, they saw a significant
increase in revenue fast, and the company managed to
expand across various European countries in no time:
Netherlands and France (2010), the UK, Italy and Switzerland
(2011), Sweden, Denmark, Finland, Norway, Belgium, Spain,
Poland and Austria (2012).

In the following years, Zalando would
expand its operations in countries such
as Ireland and Czech Republic and it
would offer a plethora of new products
of services.
According to dealroom.co, Zalando is
currently valued at 20,7 billion Euros.
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Does Media for Equity help startups develop and grow?
The best known case of a Media for Equity deal is Zalando’s deal with Seven Ventures. Zalando, a fashion oriented retailer based in Germany, managed to get
billions of euro worth of sales within two years of implementing the deal within its marketing infrastructure, in the 2011 - 2013 period.
Almost all the startups that have benefited from a Media for Equity deal are still active today.

From 149 companies that benefited from a Media for Equity
• 8 companies are no longer active in the market.
• 2 companies have an uncertain status, whether they were
acquired by a larger company or they are inactive.
• 7 companies were acquired by other entities
- 4 of these 7 companies are still active,
- one company is no longer active
- the other 2 companies have an uncertain status.
In other words,

87%

of companies are still active.

• 112 companies were founded after 2010.

96%

of these companies are still active

| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h
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The results of this calculation are more than positive: there are
currently 108 active and thriving companies in the market.

87%

of the companies founded after 2010 that benefited
from a Media for Equity deal are active today.

Being founded after 2010, they could be considered startups at the
time of striking the Media for Equity deals.
Before 2010, there were companies that became successful due to
the Media for Equity deals. Surprisingly, Zalando made a statement
that resonates to this day, but in the Swedish market, companies
such as Mr Green, Travelpartner or Bygghemma became overnight
sensations due to their partnership with Aggregate Media.

The definitive answer to this question is that a Media for Equity deal
is a complex marketing strategy spanning several years and several
channels of communication.
It is made with the best mutual interests in mind, due to the fact that
all parties involved are gaining capital.
The more successful the company is, the more value the equity has.
The numbers should not be surprising, given that media
conglomerates are already experts at media advertising and they
are the ones forging the marketing plan.

At the turn of the new millennium, Channel 5 helped Firebox become
one of the most interesting e-commerce companies in the UK by
airing televised advertisements for it.
In Germany, Media Ventures was helping newly founded
companies reach customers through billboards, radio and television
commercials, and newspapers.
The numbers indicate that the chances of success are very high.
As we can see, the rate of companies going bankrupt or becoming
inactive is around 6%.

| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h
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Media groups have an opportunity to use their free media inventory
in deals that will bring them revenue both in short-and long-term
instances.

“The component to success is to have
both VC funds and media for equity
funds at your company’s disposal.”

Ramiro Iglesias
Media Digital Ventures
| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h

In the next chapter we will discuss the factors a media group should
consider before getting involved in a Media for Equity deal, as well
as the types of structures found, and the measurements of success in
revenue terms.
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Media funds structures,
challenges and opportunities
for media holdings
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Different types of structures
Independent fund

Corporate fund

An independent Media for Equity investment fund partners with different media
owners and media groups, offering startups access to a wider variety of media
services in comparison to a single corporate fund.

A corporate fund is run by a corporation that has employees.

German Media Pool is an example of an independent Media for Equity
investment fund.

A corporate Media for Equity investment fund does not have to worry about the
legal framework of the deals.
Essentially, they sell media and they pay their taxes. In a Media for Equity
deal they sell their media for equity but you also pay taxes within the media
conglomerate.
An example of a Media for Equity corporate fund is Ad4Ventures which is a
subsidiary of Mediaset Espana.

Some examples include

Some examples include

Ad4Ventures is a normal LLC (limited
liability company) that is 100% owned
by Mediaset Espana.
(Toni Moreno, Ad4Ventures)
| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h
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In Germany, media groups have a fund
and they are investing deal by deal.

In Spain, Media for Equity investment funds
are conceived as investing in a startup.

They usually invest with convertibles and in the next financing round,
they convert with the same terms as lead investors.

The differentiating factor is know-how: the investment funds work
a lot on putting an emphasis on the impact of television and digital
businesses while helping them with the media planning.

They are always minority shareholders and they have the same
rights as VC companies.
Depending on the startups, they can invest with one or more media
companies.
They have to approach the media company and present the
startup.
The Media for Equity fund is not involved in the creation of the ads,
but they give back feedback on them.
A media agency is usually the one that creates the ads within the
media conglomerate.
Media for Equity investment funds aim for a 5% to 15% share of
equities in exchange for a five-year media plan.

They are involved early on in building the media campaign. They
generate the media mix.
They put the media manager or the media planner in charge and
this media planner builds the media campaign and deploys it.
Media for Equity investment funds aim for 5% to 10% share of
equities in exchange for media resources and space.

“In Spain, Media for Equity
investment funds have a lot of
power. They have the power to
penetrate the market.”
(Ramiro Iglesias,
Media Digital Ventures)

| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h
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Challenges and opportunities of implementing Media for Equity
We have talked about these topics with experts from different European Media for Equity investment funds. While some patterns are the same, no matter the
region, these experts all agreed that the implementation of a Media for Equity deal is different from country to country.

1

Internal conflicts
From our talks with one of the experts of the
spanish Media for Equity investment fund
Ad4Ventures we found that one of main
challenges for a media company is internal
conflicts.
Any organization willing to go for these types of
deals, will struggle with the fact that there is no
cash involved, only media.
A solution to this challenge would be to end
up with a value proposition that fits the media
company’s business model and is easier to
justify to media executives. In the end it could
be a combination of pricing: in order to buy the
media, and additional services such as marketing
strategy, media plan, etc.

2

Preference for B2C startups/scaleups
Media for Equity deals are the/a best fit for B2C
(business to customer) companies. Our research
found that the majority of companies that have
done a Media for Equity deal were e-commerce
and retail businesses.
Firebox, a company from the UK, got a Media for
Equity deal with Channel 5 back in 2001. Zalando,
which is probably the most famous case study, is
also a B2C company.

3

Difficulty in convincing other
european shareholders
Dennis Ahrling from German Media Pool says/
told us that it is sometimes difficult to convince
shareholders from other European countries that
they should get equity in exchange for media.
In Germany, the Media for Equity investment
model is very established, but other countries
are still catching up with the concept and it can
sometimes be challenging developing deals.

The reason is simple: media advertising is seen
by regular people, interested in buying products
that will help them in their daily lives.

The organisation needs to make sure that its
value proposition is perceived as being as
valuable as cash.
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Key opportunities

1

Competitive advantage
One advantage of a media
conglomerate offering Media for
Equity deals is the competitive
advantage. Through such a deal,
a media conglomerate offers
something other than money: it
offers media space.
As we have seen earlier in our
paper, there are not a lot of Media
for Equity investment funds, not
even on a European level. A media
company engaging in such deals
would not have to worry about
competition.
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2

Diversification of income
Media groups can diversify their
sources of income by joining or
creating a Media for Equity fund,
a model which has been given a
boost during the pandemic, when
many people have tuned into TV.
Media outlets can also use the
Media for Equity deals as a pipeline
for getting new customers.

Example: ProSieben has executed
a lot of Media for Equity deals and
it has created a whole unit with
the companies they built through
these deals. It then bought the
unit (Nucom Group) - diversifying
revenue - from media to media
related business models.

3

Innovation
When it comes to using traditional
media such as print, a Media
for Equity deal can be a way to
promote innovation. Traditional print
media can be used for advertising
in digital form, such as online
newspapers.
In a Media for Equity deal with
Aggregate Media, Deversify got
to 70,000 readers for one of their
native articles with the help of both
traditional and digital print media.

4

Monetising media space
		
One of the most important
advantages of setting up a Media
for Equity investment fund is that a
media conglomerate will be able
to monetise its media inventory that
otherwise would have not been
used or monetised in an efficient
way.
Media for Equity is a very good tool
for media companies to enhance
management of their inventory.

26

MEDIA FUNDS STRUCTURES, CHALLENGES AND OPPORTUNITIES FOR MEDIA HOLDINGS

CASE STUDY:

About You becomes Hamburg’s first
Unicorn and expands internationally
Background
About You is a German fashion online retailer
headquartered in Hamburg. The company was
founded and launched in 2014.
About You completed two Media for Equity deals in
2016 - with Seven Ventures and German Media Pool.
Following the two rounds, About You was valued at 300
million Euros.
According to dealroom.co, About You benefited from
another round of investments in 2018 from both Seven
Ventures and German Media Pool in the form of
Growth Equity, at which point the company was valued
at $1 billion.
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Outcomes
In 2018, Otto Group said: “ABOUT YOU is one of
Europe’s fastest-growing fashion-tech start-ups.
For the 2018/2019 financial year the company is
targeting a revenue increase from 283 million
euros to between 450 and 480 million euros. The
company is currently valued at over one billion
US dollars, which creates Hamburg’s first unicorn,
i.e. a non-listed digital start-up with a company
valuation of more than one billion US dollars.”

In less than a year following these media for
equity deals, About You started expanding
internationally - Netherlands and Belgium (2017),
Poland and Czech Republic (2018), Hungary,
Slovakia and Romania (2019), Slovenia, Estonia,
Latvia, Lithuania and Croatia (2020).
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Does Media for Equity provide positive returns to investors?
Looking at the European space, there have been 19 Media for Equity
investment funds in Europe. Currently 16 of them are still active,
while 3 of them are closed or inactive (we don’t have sufficient data
on their status, but they don’t appear under the label of “active”).
85% of all Media for Equity investment funds ever launched in
Europe still operate today, based on our research.
The investments involving media resources are different from
country to country. Each Media for Equity investment fund treats
each case differently, according to the customer’s needs (in this
case, the customer is the startup/scaleup looking into striking such a
deal).
Every Media for Equity investment fund does it differently. Most of
the cash that they are generating is from exits. In order to set it up at
the beginning, investors step in with cash.
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We’ve already concluded that we have found 149 startups/
organizations that have been involved in a Media for Equity
investment fund deal.
39 of these startups engaged in a Media for Equity investment
deal have exited, based on our research (there could be more, but
we do not have any exact data, however, we do know for sure that
there are 39 exits).
There are some deals that have a cash component and an equity
component that the startup/scaleup needs to pay. The deals are at
a discounted price: for example, a deal would involve €100,000 in
cash and €200,000 in equity. A lot of startups and investors prefer
these kinds of deals, as they generate cash flow liquidity.
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A complementary financing options to VCs
Our interviews with experts from all over Europe revealed different
stances on how a media company can achieve a successful Media
for Equity deal.
In Germany, probably the most important and influential example
of such a deal was between SevenVentures investment fund and
Zalando. SevenVentures invested in the company in the form of
advertising in 2009 and Zalando went from $6 million sales that
year to $1.8 billion sales by 2013. A 29,900% increase in revenue that
spans just four years.
ProSieben created a unit called Numoc Group that brought
together all the startups that had benefited from a Media for Equity
investment deal. It eventually purchased the unit, therefore not
only diversifying its income but also transforming the local business
ecosystem: a media conglomerate invested media resources in
startups that would eventually become strategic media-related
businesses in the corporate group.
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In Spain, Media for Equity investment funds have a lot of power,
especially in driving market penetration for start-ups.
The three players on the Media for Equity investment fund market
there, Mediaset, Antena 3, and Media Digital Ventures, have created
a new mixed fund that relies on raising cash resources as well as
media resources.
One spanish expert on the matter, Ramiro Iglesias, argues that the
main component to success is to have both VC funds and media
at your company’s disposal, so with their collaboration they will be
able to provide startups and scaleups with both VC financing and
media resources.
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Alternative media models
to Media for Equity
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Media share for capital revenue
In media for revenue agreements, a media conglomerate usually
provides a company with advertising space in return for a share of
the turnover.

There is a point to be noted here: Media for Revenue deals are
based on exact measurements. The share of turnover is proportional
to the advertising’s reach.

It is a business model that usually enables companies to get a lot
of attention through television advertising and to offer the media
company a share in the turnover.

Therefore, in order for this form of investment to work the deals
should only include media advertising that can be carefully
measured, such as TV advertising. For print advertising as well as
radio, Media for Revenue is not a viable option.

This advertising model is particularly intended for companies that
see high potential in their product, but do not have sufficient funds
to market the products in advertising campaigns.
If this business model is implemented successfully, it represents a
win-win situation for the media company and the startup/scaleup.
With the right investment and managerial expertise, a multiple of
advertising services can be achieved, which opens up new sales
potential, but also strengthens the brand and thus significantly
increases the company value.
Currently, there are Media for Equity investment funds that are
offering deals which include media revenue. German Media
Pool has offered this form of mixed deals: 80% media for equity,
20% media for revenue. In Spain, however, media for revenue is
uncommon and funds there do not use the model
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Clearbanc, a company based in Canada, offers this kind of deal:
digital advertising in exchange for revenue sharing,with no equity
taken.
In 2019, the company raised $50 million in funding and recently it
has managed to raise another $50 million, bringing it to a total of
$300 million.
They offer digital advertising deals in exchange for revenue sharing.

Clearbanc invests from $10K up to $10M in growing online
companies on a revenue share. We provide the capital to grow and,
in return, are paid a percentage of revenue until we are paid back
plus a small 6% - 12% fee. (Source: clearbanc.com)
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Media for Success
Media for Success is a media investment
model developed by Goldbach, subsidiary of
TX Group which is the biggest private media
group in Switzerland.
The Media for Success investment model
follows the same pattern of a Media for
Equity investment, in the sense that both are
monetizing unused media inventory.
However, there is a difference between them.

FOR EXAMPLE: If we take revenue, we would
say: Okay, we know from experience that
when you do television in Switzerland and on
our channels, we can lift your revenue by 5, by,
10 by 15%, and so we take those 3 levels.
If those three levels are hit in a certain
timeframe, while the TV campaign is on air
and a little bit after that, then we and the
channels get a success bonus.

The Media for Success Model is a model
where the investment fund, in partnership
with their media stations, grant startups and
SMBs (small- and medium-sized businesses)
a very high discount for media inventory. At the
same time the investment fund together with
the startup agree on a method to measure the
success of the startup based on one to three
key performance indicators (KPIs).

That’s actually the beauty of it, because for
the startup it’s very risk free. If they say: if we
would do media for revenue, we will definitely
give away a certain percentage point of our
revenue, whether it works or it doesn’t work.
We still have to give away revenue. But with
the Success Model, they only have to give
something of their revenue away, IF it’s really a
success for them.

These KPIs are varied: they can be based on
revenue, or new clients in a certain timeframe,
or uplift in website traffic. Practically, anything
that can be measured.

The model is mainly intended for startups and
SMBs that have been in the market for a few
years (usually one-two years).

René Wodrich from Goldbach Media
explained to us how it functions:

“The Media for Success Model is a model where the
investment fund in a partnership with their media
stations grant startups and SMBs a budget related
discount for media inventory.”
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René Wodrich
Goldbach Media
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Could Media for Equity be a new source of revenue for media agencies?
Conducting this research, we have found that
the implementation of a Media for Equity deal is
different in each country.
The difference can be found in key points below
(but it should be noted that each deal is different
and the factor that triggers it comes down to the
company seeking such a deal):
•

Some Media for Equity investment funds offer
mixed deals (media for equity + media for
revenue) involving resources, media space,
and cash.

•

Some Media for Equity investment funds offer
only TV advertising in a model called Airtime
for Equity.

•

Some Media for Equity investment funds are
involved in the creation of advertisement,
while others are not.

•

Lastly, some Media for Equity funds create the
ads through in-house resources, while other
funds rely on their partnerships with a range
of media agencies to create the ads.

The question of whether Media for Equity can
be a new source of revenue for media agencies
comes down to the structure of the deals being
implemented.
If the implementation of a Media for Equity deal
involves a partnership with a media agency, as in
the case of German Media Pool, then the answer
is yes. The shares are then distributed according
to each deal.

“In Spain, if you want to get advertising for your
startup you can go to a Media Agency and you
pay them, but with a Media for Equity investment
deal you don’t have to pay for a media agency to
get the same advertising.”
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Ramiro Iglesias
Media Digital Ventures
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A 5-Step Guide for Media
Holdings’ CEOs in Eastern
Europe to get started with
Media for Equity investments
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A 5-STEP GUIDE FOR MEDIA HOLDINGS’ CEOS IN EASTERN EUROPE TO GET STARTED WITH MEDIA FOR EQUITY INVESTMENTS

1.

Square media for equity deals
with business as usual
The biggest challenge with enabling
airtime in exchange for equity is
balancing business-as-usual (BAU). TV
advertising is measured on KPIs and
short-term financial targets – a CEO of a
TV station or a TV show producer would
always prioritise cash over outputs they
cannot see.
Squaring this requires a fundamental
shift in the way media holdings are
designed. A potential solution is to start
at the top – where the C-suite looks after
the core business and the investment
unit is governed separately.
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2.

Align key stakeholders on a
strategy moving forward
Transforming a business model requires
a communication plan to engage
internal and external stakeholders,
demonstrate buy-in and position
the organisation at the forefront of
innovation.
Be clear if you want to align future
investments with the company financial
strategy or aim for early wins that
accelerate your rate of learning.
Consider introducing an internal process
and a selection committee to help enable
fast decision-making, meaning that a
startup investment can be approved
within days, not weeks.
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3.

Partner within the ecosystem
to develop a startup pipeline
Promising startups attract investors
quickly and are less likely to cast a wide
net to attract funding.
As we’ve shown already, the right type
of company for this model has already
secured an initial round of funding and
is looking to use advertising as a “bridge
round”, or complimentary to another
fundraising round.
Communication with stakeholders and
partnerships with aggregate media
funds and startup experts is essential to
identify the best startup opportunities
and expand return on investment.
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4.

Collaboration yields
the best results
While the natural instinct may be to build
a fund internally, taking a collaborative
approach may maximise the chances of
returns, faster.
One reason is that the Eastern European
TV market is highly fragmented across
national, regional and local platforms,
and advertisers where broadcasters are
privately owned.
This setup makes it difficult for a startup
to achieve the best media deal possible,
which has a direct impact upon the
return on investment for the broadcaster.
Increase the chance of higher returns
and de-risk failure by investing “airtime”
alongside other media holdings and
external VCs which will propel the
company to achieve accelerated
growth..
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Take ProSieben’s SevenVentures and German
Media Pool, which together made a €39 million
media for equity investment in FRIDAY, a leading
German digital insurer. SevenVentures is providing
significant media exposure across its TV assets,
while German Media Pool is complementing that
media exposure through radio, out-of-home, print
and other television properties. In addition to the
combined media investment, the Swiss-based
Baloise Group, FRIDAY’s founding investor, invested
an additional €75 million in cash.
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5.

Fortune favours the bold
Traditional broadcasters are coming
under threat from new business models,
technologies, and ways of connecting
with viewers.
As a result, TV stations globally are
exploring opportunities for revenue
diversification beyond advertising,
and some have placed their bets on
“media for equity”. Whilst some funds
may decide to tie in any investment with
the financial and strategic goals of the
parent company, most media funds that
have started to cash in the first returns
did not frame their investments as
strategic investments.
They have taken a leap of faith and
started investing in startups that have a
proven monetisation model, and that are
new to television.
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Looking Ahead & Tapping
into new opportunity spaces
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Why is the Media for Equity model expanding rapidly now?

As with any shifting tide, there’s a series of contributing factors. We break these factors down into the following categories:

Early successes have proved the viability of the
model - Spin outs like Zalando (ProSieben) and
Pinterest (Channel 4) caught the attention of the media
and investors. There is nothing like success to help
a community gain support. If media holdings were
skeptical 10 years ago, they can no longer deny that the
model works—at least in some cases.
Market consolidation creates a fertile environment
for startups to expand internationally - At the most
basic level, the fact that Europe is not a single market
has profound effects on what start-ups must focus on
in their early years. For example, customer behaviors
vary between countries, which can require brands
to be rebuilt for individual markets. Distribution and
marketing channels can be similarly challenging.
European Media Alliance was founded in 2014 as a
network of the most important European broadcasters,
a cross-border cooperation forged between 12 TV
broadcasters that would reach over 200 million
households and 500 million people. Such a network
could support high-growth startups by facilitating
market entry and revenue growth at a group level.
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Failures - Despite the proliferation of private equity
funds, incubators, European grants and low-cost tools
for entrepreneurs, failure rates are still just as high as
they were a decade ago. Additionally, failure of VCs to
increase the odds of success can frustrate investors.
Through the success of Media for Equity B2C startup
experts are increasingly recognizing that one of the best
ways to reduce failure is to combine Media for Equity
with private equity investments to fuel revenue growth.
Proliferation of media channels presents extensive
opportunities for media holdings to monetise
“airtime”/”media space”. After the second wave of
Media for Equity funds established since 2010, media
groups are getting more sophisticated and they are
ready to make a leap to throw other mediums in the
mix including Radio, Digital and OOH.
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What does the future hold for Media for Equity as an investment model?
Shifting focus from 100% above the fold advertising to a blended mix of
offline and online media channels, used in exchange for equity
A recent Goldman Sachs report predicts that “the crisis will only accelerate
the secular shift in advertising budgets towards digital.” This trend has also
been confirmed by some of the experts interviewed who are now planning
gradually to include new forms of media as part of their investment
strategy.

New business models will start emerging
Once media companies start tapping into new channels such as streaming
platforms (Netflix, Amazon Prime, Disney+, etc.), social media (Facebook,
Twitter, Instagram, etc.), live streaming, audio streaming and so on, which
make it easier to measure ROI, we expect to see more performance-based
revenue deals (in the case of Google) or subscription-based revenue deals
(in the case of the streaming platforms).

In the medium and long term, we expect to see brands funnelling
more money into digital advertising, reflecting the increase in time that
consumers are spending on digital channels. It’s likely that advertisers will
also look to move ad spend towards ad-supported streaming services, at
the expense of TV.
This may give rise to new opportunities for media companies to offer a
mix of offline and online in exchange for equity. This trend is also fueled by
latest technologies such as augmented reality and virtual reality which are
always used in applications by IKEA (IKEA Place), Google (Google Lens),
Augment and Snapchat among others, proving valuable to e-commerce
businesses and B2C oriented companies.
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Media for Equity - an untapped opportunity in Eastern Europe
Aside from Russia and Poland (where Media for Equity investment funds were
founded but are now defunct), there are no Media for Equity investment funds
in Eastern Europe that we could identify through our research.
One reason is that the Eastern European TV market is highly fragmented
across national, regional and local platforms and advertisers. While every
country presents its own legal, and ownership media structures, which could
impact both positively and negatively the success of such investments, we
believe there is certainly untapped potential to develop a regional Media for
Equity fund.
That said, there are potentially opportunities for national cable channels to
begin assessing this space as an avenue for investing media into promising
startups that have gained velocity. According to Statista, average TV
consumption in Eastern Europe in 2021 is 205.4 minutes/daily, so there is a
huge opportunity for local startups and scaleups to reach a wider audience
and potentially get to a larger customer base.
While there are more active startups in the market than ever before, the VC
industry needs to change, especially at the early stage. Venture capitalists
don’t invest less than $1–2M. However, many innovative startups don’t need so
much money to grow. This means hundreds of startups that deserve funding
don’t get it. The average VC investment per company in CEE significantly
increased from €0.5 million in 2018 to €0.9 million in 2019, but remained far
below the European level of €2.3 million.
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There’s extensive opportunity for media holdings to invest alongside VCs and
bridge this funding gap. Countries like Romania, Bulgaria, Ukraine, Greece,
Croatia, Hungary, Slovakia, and the Czech Republic could all benefit from the
advantages of setting up a Media for Equity investment fund, given the reach
of their TV stations and media conglomerates.
One solution would be a continental collaboration that would agree to make
use of all media forms in their media plan. There is already a collaboration
between several Media for Equity investment funds from different European
countries: we mentioned earlier in our paper the European Media Alliance,
which is a network that brought together the most important media networks
in Europe.
The best outcome to achieve this potential would be the inception of a
collaboration between West European Media for Equity investment funds with
East European Media for Equity investment, easing the way for the Western
European startups and scaleups to find a market in Eastern Europe and vice
versa.
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“The beauty of Central and
Eastern Europe is that there’s an
opportunity to get the railroad
right for industry collaboration.”

Vinay Solanki
(Channel 4 Ventures)
| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h

44

Acknowledgments

| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h

45

ACKNOWLEDGMENT

This white paper was written with input from media experts of some of the world’s
leading media funds and TV stations, as well as successful series entrepreneurs.
WE’D LIKE TO START BY THANKING

Toni Moreno

Vinay Solanki

Ad4Ventures

Ramiro Iglesias
Media Digital Ventures

| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h

Dennis Ahrling

Channel 4 Ventures

German Media Pool

René Wodrich
Goldbach Media

Luise Gruner
German Media Pool

Anders Murman
Deversify

46

ACKNOWLEDGMENT

Next, we thank everyone who read and commented on the various drafts of this document

Stefan Koritar

Diana Florescu

Managing Partner, CEO

External advisor and editor

Andrew MacDowall

Senior Editor, Media Correspondent
at Financial Times, Guardian, and
World Politics Review

| S h a p i n g O p p o r t u n i t i e s I nto Fu t u re G row t h

Managing Partner, CMO

Senior Editors

Flavius Floare

Content creator and producer.
Copywriter, audio and video editor.

Graphic Design

Maria Rodideal
Junior Product Manager

Alex Liptak

Graphic Designer & Video Editor

47

ACKNOWLEDGMENT

Methodology
We embarked upon this research with three purposes in our minds:

There are several points to be acknowledged here:

1) Research the evolution of Media for Equity in Europe as an alternative
financing model to fund startups.

•

The number is accurate based on the data gathered from crunchbase,
where we followed the methodology of pinning down the investments made
by each European Media for Equity investment pool.

•

The number is only accurate in relation to the database, but in reality
several Media for Equity investments pools have invested in more startups
than the database shows. The website for each Media for Equity pool can
be verified in order to prove this statement.

•

It is only safe to assume that there are more investments than just the 242
we found. It was imperative to identify them where possible, and in our
research we prepared a list with each investment pool’s portfolio. The
portfolio does not always match the data from the database.

•

There are several discrepancies regarding the type of investments, the
number of investments (which is always higher than the database shows),
the founding date, their status, and so on.

2) Measure the success of the model on both startups and investors.
3) Explore the challenges and opportunities for both media holdings and
founders of using Media for Equity as a driver for revenue growth and
international expansion.
We proposed the following steps in order to accomplish these goals:
We outlined the general Media for Equity investment groups from all over the
world and we have chosen the region most relevant for our purpose.
We analyzed the region from various points of view:
•

We identified key Media for Equity investment funds within this region.

•

We analyzed each Media for Equity investment fund’s activity including:
number of investments, number of exits, key team members, contact
information.

•

We reached out to key team members from the identified Media for
Equity investment funds with a list of questions we prepared based on our
research up to that point.

In the writing of this research paper, we used crunchbase for extracting the
number of investments done by each Media for Equity fund.
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During the research process, we came across several studies and statistics from
Statista which we used and referenced within the paper.
We also used information gathered from the interviews conducted with key
people from Media for Equity investment funds.
Note: Please note that there could be some Media for Equity investment funds
that we have not mentioned due to our lack of data on their presence, therefore
there could be a number of companies not mentioned in the document. If
you are aware of any Media for Equity investment funds that we haven’t
mentioned, please let us know, or if you have detailed knowledge please
contribute to the document.
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Data limitations

Future research

Little data on equity stakes given away by companies that have adopted this
model.

•

The viability of implementing Media for Equity for other organisations, such
as media agencies

Little to no data on the current situation of several Media for Equity investment
funds from France (L’Express Ventures), Austria (Media4Equity Invest), United
Kingdom (Channel 5) and Poland (TNV Ventures).

•

The methods of implementation of Media for Equity in Eastern Europe:how
it can be done

•

Comparing the EU market with other markets (e.g. North America, Asia)

Limitations on researching examples of TV ads from German, British and
Spanish TV.
Lack of access to information regarding deals made in certain timeframes.
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GLOSSARY

Airtime for Equity
European Media Alliance
(mentioning the 12 TV stations)

Media for Equity
Media for Revenue/Media share
for capital

Media for Success

Media resources
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A deal originally used in the British television business which would offer startups airtime space in exchange for equity

partnerships between several Media for Equity investments pools involving 12 TV broadcasters: Antenna Group (with media
reach across Europe, North America and Australia), BLUTV (a OTT platform from Turkey), Central European Media Enterprises,
Channel 4 (UK), MEDIALAAN (Belgium), Mediaset Espana (Spain), Mediaset Italy (Italy), Modern Times Group (MTG)
(Sweden), ProSiebenSat.1 (Germany), SIC (Portugal), TF1 (France), TVN (Poland).

an alternative business model in which companies trade equities to media conglomerates in exchange for advertising space.

a business model that usually enables companies to get a lot of attention through television advertising and to offer the
media company a share in the turnover.

model where an investment fund in a partnership with their media stations grants startups and SMBs a very high discount for
media inventory and in which there is a certain revenue threshold that the SMB needs to pass/cross in order to start sharing
revenue (according to Rene).

types of media: print, TV, digital media, radio, etc.
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