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It’s a difficult time for small businesses — to put it mildly. And Fivestars

CEO Victor Ho said that many of the big digital platforms aren’t really
helping. ✕
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Ho argued that those platforms (whether they offer delivery services, user

reviews or marketing tools) all have the same underlying model: “They
seek to take over a small business’ customer base and then charge them

a tax to start reaching those customers.”

Superficially, a company like Fivestars, which has created software to

support small business payments and marketing, might not sound that

different.

But Ho said that the startup actually takes the “opposite” approach,

because Fivestars isn’t trying to build up a big “walled garden” of its own
customers that businesses pay to access. Instead, businesses pay for the

software, which they use to build a database of their own customers; they

don’t have to pay to reach those customers.

“The incentives are more aligned,” he said.

IMAGE CREDITS: FIVESTARS

The Fivestars platform includes its own payment product, integration with

other point-of-sale systems, marketing automation that delivers
personalized messages to customers and a broader network of 60 million

shoppers, allowing for cross-promotion across different Fivestars
businesses.

The startup is announcing today that it has raised $52.5 million in new

funding, combining a Series D equity round as well as debt and bringing
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its total funding to $145.5 million. The round was led by Salt Partners, with

participation from Lightspeed Venture Partners, DCM Ventures, Menlo
Ventures and HarbourVest Partners.

Ho said Fivestars actually closed the round before the COVID-19
pandemic, but the team decided to hold off on the announcement

because it seemed like a bad idea to “flaunt” the company’s bank

account when so many of its customers were suffering.

The company has seen “record usage” during the pandemic, with 1 million

new shoppers joining the network every month. At the same time, Ho
acknowledged that the pandemic has caused Fivestars to shift its

strategy. Originally, the goal for the funding was “just to keep growing our

portfolio of merchants across our existing products,” but he said, “What
changed pretty dramatically through this period for us was emphasizing

the payments piece and the network” and focusing on “what small
businesses need more than ever.”

Ho also noted that during the pandemic, the company has provided

customers with more than $1 million worth of credits and also made more
of its products free to use.

Build Mode: Inside the Fundraise



“It’s very clear that small businesses are incredibly resilient,” he added.
“Particularly when it comes to the category of experiences — you’re not

going to take your wife on a date to Pizza Hut; when you go to Paris, you’re

not going to go to generic chains.”

In the funding announcement, Natasha Teague of Fort Lauderdale health

food store Tropibowls described the Fivestars platform as “a huge help.”

“The value of being able to communicate with our customers and share

updates in real-time has been immeasurable,” Teague said in a

statement. “The power of Fivestars’ expansive network and payment tech
has made our reopening process seamless and a lifesaver as we navigate

new needs as a result of the pandemic.”
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FiveStars, a five year-old startup that has built a platform and app to run loyalty programs
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