US startups getting stuck at Seed

Companies going from Priced Seed to Series Ain <24 months

Data from 8,789 companies that raised a priced seed round on Carta, 2017-Nov 8, 2021
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FOUNDERS ISSUE #53: HOW MUCH
SHOULD A FOUNDER PAY THEMSELVES
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ﬂ— Free startup resources

Ed- Premium startup resources

Have revenue and need access to quick capital?
Get matched with private capital providers and offers in minutes.

It's free to see options

HOW MUCH ARE YOU WORTH?

How much a founder should make is one of the toughest questions to answer. Taking a too-low salary will mean putting
your personal life in a high-stress position while taking a too-high salary will make investors question your business

decisions. For many founders, it feels like walking a tightrope — making sure not to take too little or too much.

In general, the bootstrap process requires the founder to live without any paycheck from the startup. This takes much of
the glamour away from being a founder. If you did raise money from friends and family, they want that cash to build
your business, not going into your pocket. Additionally, building without a paycheck sends investors the message that
you are dedicated to your startup no matter how difficult it gets. The last thing an investor wants is a founder who will
quit when there is a rough time and needs to cut his paycheck to ensure the rest of the company is paid.

Once the company has generated steady cash flows or you've started raising institutional money, it is generally

acceptable to take a paycheck. The question is still how much?

estimates that founders in the Y Combinator program pay themselves $50,000. This number usually

doubles if they manage to raise more capital.

Several services offer a calculator that helps determine where your pay should fall compared to other startups of your
size, sector, location, and family situation. The more you have raised and the more your life costs (children, location...) the

higher the salary. According to , the average salaries follow the following scale:

CEO Salary by Total Funding Raised - 2022

$0 - $2m $2m - $5m $5m - $10m $10m+
Average $106,000 $135,000 $171,000 $199,000
Min $0 $0 $0 $0
Max $350,000 $400,000 $450,000 $410,000

It should be noted that not every situation is the same and founders need to discuss with their board to find a fair
compensation package that will keep their family comfortable and allow them to focus on the startup. The

compensation should be higher for founders living in expensive cities and have multiple children.

Founders should also consider that their pay sets a symbolic cap for the company. The higher it is, the more other
employees will want to earn. Keeping a lean salary will help to keep the entire business expense lean. VCs are looking at
the founder to lead by example when it comes to cost savings. Often this will mean large pay cuts relative to the other

employees when the market is bad and layoffs are occurring.

Yet, the most important realization for founders is that the money-making is NOT the salary but the equity. According
to . the median and average paydays were $268mm and $708mm respectively. It is about

making it to the finish line and earning a large payday check. However, it does not mean your family needs to starve in

the process.

My recommendation...if you're not profitable, and haven't raised institutional capital, don't pay yourself or keep it under
$50,000/year. If you've raised institutional capital, but don't have any revenue, | suggest keeping it under $75,000/year. If
you've raised institutional, you have to pay customers, and you're growing, it's safe to pay yourself

$100,000-$150,000/year. Just be prepared to cut that salary if things get tight.

If you want to run your situation by us to get a 3rd party perspective, feel free to reply to this email and we will do our

best to help you out.

Relevant Articles to Founder Pay

e How much should you pay yourself? - ¢
e How Founders Decide What They Should Get Paid - ¢

e Most Startup Founders Pay Themselves This Totally Reasonable Salary - ¢p
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2024: The founder shortage

The startup ecosystem will suffer in 2024, as 2023
founder levels plunge 47%*

New Founders
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Sources:

A sample of 600K+ new founders from Live Data

Early-stage venture rounds data from Carta and Crunchbase
*versus 5-year average

Read the latest humancapitalist.substack.com for more detail

Less Founders Means Less New ldeas

Innovation happens through many founders testing what works and having the best companies succeed. The past
2020 - 2021 were incredible years for founders and innovation. However, the tightening of VC money has pushed many

founders out of the ecosystem. This means there will be much fewer ideas to invest in over the next few years.

The positive impact is that the few startups that remain and are being started will likely be more focused on being cash-

positive and have strong market-capturing potential.

Exclusive AMA with Our Newsletter Writer and Syndicate Expert
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TOVIYA SLAGER

ALEX PATTIS

Advisor for Thunder and
Syndicate Expert at
Riverside Ventures

Analyst and
Newsletter Author for
Thunder

Is both an analyst and newsletter producer at Thunder. Before joining at Thunder, Toviya worked
at and F50 Ventures, both early-stage funds. He graduated from Yeshiva University with a double

major in mathematical economics and psychology, and a minor in finance.

spent nearly a decade scaling early-stage startups focusing on growth & commercial strategy. Alex is now a
General Partner @ , a venture fund & syndicate, and has invested in 200+ companies. He also

wrote , @ newsletter focused on Venture Capital syndicates.

Join us on January 8th @1PM EST for an AMA discussion around the venture market, how to start the 2024 running, and

anything else you want to know.

Free Fundraising Resources

&) - Free pitch deck reviews -
Q- Access working capital fast -

@ - Free list of Al Recommended VCs -

F - Free fundraising coaching session -

Premium Resources

- Book a one-hour private capital strategy call -
@ - Pitch deck design services for founders by VCs -
@ - Startup Legal Services -

& - Startup Friendly Accounting Services -
Upgrade to Thunder Premium to Unlock:

1. Access to VC firms' team tabs to see active partners of the fund & their LinkedIn

2. Navigate a VC's portfolio to see relevant portcos or competitors, quickly find their founders on LinkedIn to connect
with them, and request warm intros
A downloadable CSV with the investor emails & Linkedln URLs

3. Ability to filter your matches and adjust your profile

4. LiteCRM to track your progress

5. Request intros to VCs directly through the platform

6. Get our fundraising guide on how to increase your odds of getting a meeting

7. (one-time fee of $497) and get a free coaching session
Let's stay in touch:

Written by Jason Kirby -

Subscribe to our weekly newsletter for market and industry news and tips when it comes to raising capital and growing
your business -

Seeking to raise capital? Get your list of target VCs by creating a free profile here -

Looking to raise debt? Explore tailored debt options for free by completing a profile at

&
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Founder Pathways Chart: US and Emerging Market Unicorns

Average Valuation

Average Pre-Money Valuation by Round
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Thunder is a tech-enabled investment bank that uses Al to identify Investors Apply for Venture Capital Terms of Use
relevant deals within the Thunder network and makes warm intros via
email on behalf of accredited investors, family offices, and VCs to founders

& GPs that are actively raising or investing venture capital.
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