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6.10: Case Study

Early Stages and Financial Decisions in Digital Entrepreneurship - The Story of Slack

Introduction: Slack, a workplace communication tool, was launched in 2013 by Stewart Butterfield, Eric Costello, Cal Henderson,
and Serguei Mourachov. It has grown to become one of the leading platforms for team collaboration. This case study explores
Slack's early stages, focusing on financial decisions, bootstrapping, capital raising, and financial strategies that played a crucial role
in its success.

Early Stages and Bootstrapping

1. Initial Idea and Pivot: Slack's journey began with a different product called Glitch, an online game developed by Tiny Speck,
Stewart Butterfield's company. When Glitch failed to gain traction, the team decided to pivot to a tool they had created internally to
facilitate communication. This tool eventually became Slack.

2. Bootstrapping: In its early days, Slack was bootstrapped by the founders, using the proceeds from the sale of Butterfield’s
previous venture, Flickr, to Yahoo. This initial self-funding allowed them to develop the product without immediate external
pressure, focusing on perfecting the tool before seeking outside investment  (TrainingHub) .

Finding Capital and Equity Circle

1. Seed Funding: Once Slack had a viable product, the founders sought external funding to scale their operations. In April 2014,
they raised $1.5 million in seed funding from Accel Partners and Andreessen Horowitz. This funding was used to further develop
the product, expand the team, and market Slack to a broader audience.

2. Series A and Beyond: Following the successful seed round, Slack raised $42.75 million in a Series A funding round in April
2014, led by the same investors. This round was crucial as it provided the capital needed to scale operations rapidly. Subsequent
rounds saw Slack raising $120 million (Series D) in October 2014 and $160 million (Series E) in April 2015, demonstrating strong
investor confidence  (SpringerOpen)   (Emerald) .

Financial Strategies and Accounting for Entrepreneurs

1. Financial Discipline: From the beginning, Slack maintained strict financial discipline. The founders were cautious about
spending, ensuring that every dollar contributed to growth and product improvement. This approach helped them stretch their
initial funds and achieve significant milestones before each funding round.

2. Revenue Model: Slack adopted a freemium model, offering a basic version of the product for free while charging for premium
features. This model was instrumental in attracting a large user base quickly, converting free users into paying customers, and
generating steady revenue early on.

3. Financial Reporting and Transparency: Maintaining transparent financial reporting was crucial for Slack. Regular updates and
clear communication with investors helped build trust and demonstrated the company’s growth trajectory. This transparency also
facilitated smoother funding rounds and better terms with investors  (Harvard Business School Online) .

Startup Funding and Financial Decisions

1. Strategic Investments: The funds raised were strategically invested in key areas such as product development, hiring top talent,
and aggressive marketing campaigns. These investments paid off as Slack’s user base grew exponentially, reaching over 8 million
daily active users by 2018.

2. Managing Cash Flow: Effective cash flow management ensured Slack could sustain operations during periods of rapid growth.
The company balanced spending on growth initiatives with maintaining sufficient reserves to weather any unforeseen challenges.

3. Preparing for IPO: By 2019, Slack had grown significantly and prepared for an initial public offering (IPO). They chose a
direct listing on the New York Stock Exchange, allowing existing shareholders to sell their shares directly to the public without the
need for underwriters. This move was cost-effective and provided liquidity to early investors and employees  (Grand View
Research) .

Conclusion

Slack’s story is a testament to the importance of strategic financial decisions in the early stages of digital entrepreneurship. Through
bootstrapping, finding the right investors, maintaining financial discipline, and making strategic investments, Slack successfully
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navigated the challenges of startup funding and grew into a leading player in the digital collaboration space. Entrepreneurs can
learn from Slack’s approach to managing finances, understanding market needs, and preparing for sustainable growth.

Sources:

Slack
Business Insider: The History of Slack
TechCrunch: Slack Funding
Forbes: Slack's IPO

Attributions

The content above was assisted by ChatGPT in outlining and organizing information. The final material was curated, edited,
authored, and arranged through human creativity, originality, and subject expertise of the Coalinga College Faculty and the
Coalinga College Library Learning Resource Center and is therefore under the CC BY NC SA license when applicable. To see
resources on AI and copyright please see the United States Copyright Office 2023 Statement and the following case study on using
AI assistance but curating and creating with human originality and creativity.

Images without specific attribution were generated with the assistance of ChatGPT 2024 and are not subject to any copyright
restrictions, in accordance with the United States Copyright Office 2023 Statement.

This page titled 6.10: Case Study is shared under a CC BY-NC-SA license and was authored, remixed, and/or curated by Gabrielle Brixey.

https://libretexts.org/
https://creativecommons.org/licenses/by-nc-sa/4.0/
https://biz.libretexts.org/@go/page/114350?pdf
https://slack.com/
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcreativecommons.org%2Flicenses%2Fby-nc-sa%2F4.0%2Fdeed.en&data=05%7C02%7Crachelfleming2%40whccd.edu%7Cc5d85c59c09640ae40d308dc8bfd6812%7Ca77b3612910f48e49e331b1c4e3e392d%7C1%7C0%7C638539167691182387%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=SO9%2FyU8zLGge%2BEOMb0RCUy3rgoj4Hm0%2FiCfntiHxyzQ%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcopyright.gov%2Fai%2Fai_policy_guidance.pdf&data=05%7C02%7Crachelfleming2%40whccd.edu%7Cc5d85c59c09640ae40d308dc8bfd6812%7Ca77b3612910f48e49e331b1c4e3e392d%7C1%7C0%7C638539167691193940%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=A9ReMa%2B9xaFfhs7TdoDCTF%2Bhnc9%2FMaVxsWQE6QXqTb8%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.copyright.gov%2Fdocs%2Fzarya-of-the-dawn.pdf&data=05%7C02%7Crachelfleming2%40whccd.edu%7Cc5d85c59c09640ae40d308dc8bfd6812%7Ca77b3612910f48e49e331b1c4e3e392d%7C1%7C0%7C638539167691201362%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=2N1dfnh7udNx%2B%2BcRoKgu3NqbaXfx9SENNLZ%2FXgESwTc%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcopyright.gov%2Fai%2Fai_policy_guidance.pdf&data=05%7C02%7Crachelfleming2%40whccd.edu%7Cc5d85c59c09640ae40d308dc8bfd6812%7Ca77b3612910f48e49e331b1c4e3e392d%7C1%7C0%7C638539167691193940%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=A9ReMa%2B9xaFfhs7TdoDCTF%2Bhnc9%2FMaVxsWQE6QXqTb8%3D&reserved=0
https://biz.libretexts.org/Courses/Coalinga_College/Digital_Entrepreneurship_(CIS_028)/06%3A_Early_Stages_and_Financial_Decisions/6.10%3A_Case_Study
https://creativecommons.org/licenses/by-nc-sa/
https://biz.libretexts.org/Courses/Coalinga_College/Digital_Entrepreneurship_(CIS_028)/06%3A_Early_Stages_and_Financial_Decisions/6.10%3A_Case_Study?no-cache

