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UNDERSTANDING

THE SLICING PIE
MODEL: A FAIR
APPROACH TO
STARTUP EQUITY

In the world of early-
stage startups, few
challenges are as
contentious as
determining how to
split equity among
founders, early
employees, and
contributors.

Traditional methods
often rely on static
percentages that
quickly become
outdated as roles

evolve and
contributions shift. This
is where the Slicing Pie
Funding model offers a

dynamic, fair, and
transparent
alternative. The

concept, pioneered by
attorney and
entrepreneur Mike
Moyer, reframes equity
as a fluid instrument
that automatically
adjusts based on the
actual value each
person contributes. But
what happens when
you apply this funding
model to a company
without a fixed capital
structure, or worse,
without a legal entity
yet? In this article, we
will explore how to


https://app.ardentx.com/

build a Slicing Pie
funding company
without traditional
equity rounds, without
overcomplicating the
process, and without
alienating your team.

WHAT IS SLICING
PIE FUNDING?

At its core, Slicing Pie
is a method for
allocating equity in
proportion to the fair
market value of each
participant's

contributions relative
to the total
contributions made by
everyone. Instead of
granting a fixed
percentage upfront,
the “pie” grows as new
contributions are
made, and each
contributor’s slice is
determined by the
real-time value of their
time, money, ideas, or
other resources. This
dynamic approach
ensures that early risk-

takers are rewarded
proportionally, and
latecomers do not
dilute unfairly. The
model is especially
powerful for
bootstrapped
companies that need
to conserve cash and
attract talent with
promise rather than
salary.

When we talk about a
“Slicing Pie Funding
Company Without,” the
phrase suggests a
company that uses this
method to raise capital
or allocate equity
without relying on
traditional venture
capital, without a
formal board, or
without the typical
legal paperwork that
can slow down early
momentum. In
practice, this means
the company issues
“slices” based on
contributions—like
time (sweat equity),
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cash (convertible notes
or safe agreements), or
intellectual

property—and the
slices convert into
actual equity only
when a liquidity event
occurs or when the
company reaches a
predefined milestone.

The Core
Principles
of
Dynamic
Equity
Splitting

e Fairness
through real-
time valuation:
Every
contribution is
valued at its
current market

rate. If a founder
works 40 hours a
week while
another works
10, the pie
automatically
reflects that
difference.

No fixed
percentages
initially: Instead
of dividing 100%
among the team
at day one, the
pie remains
open. New slices
are added as
contributions are
made.
Risk-adjusted
rewards: Early
contributions are
riskier, so they
earn more slices
per dollar or
hour. Later
contributions are
safer and earn
fewer slices.
Transparency
and trust:
Everyone can



see the running
tally of slices,
reducing
resentment and
disputes.

BUILDING A
SLICING PIE
FUNDING
COMPANY
WITHOUT
TRADITIONAL
CAPITAL

One of the most
common scenarios for
using the Slicing Pie
model is when a
startup lacks access to
external funding. You
may have a great idea,
a passionate team, but
no investor checks to
write. In that case, you
can build a Slicing Pie
funding company
without outside
capital, relying entirely
on sweat equity and
small personal
investments. Here is
how to implement the

model step by step.

Step 1:
Define
the “Pie”
and the
“Slicing
Rules”

Even without a formal
company, you need a
clear agreement
among all participants.
Draft a simple
document that
outlines:

1. What counts as a
contribution
(time, cash,
hardware,
software, IP,
etc.).

2. How you will
value each
contribution
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(e.g., hourly rate
for time, invoice
value for
expenses).

3. Arisk multiplier
(e.g., early
months might
have a 4x
multiplier, later
months 1x).

4. How slices
convert to equity
once the
company is
incorporated or
receives funding.

This document
becomes your informal
“Slicing Pie Charter.” It
is not a legal contract,
but it creates a shared
understanding that can
later be codified. For a
Slicing Pie funding
company without a
formal legal entity, this
charter is your
lifeline—it keeps
everyone aligned while
you decide on the best
corporate structure.

Step 2:
Implemen
ta
Simple
Tracking
System

You need a transparent
ledger that records
every contribution. A
shared spreadsheet
works fine at the start.
Each month, update
the table with
contributions, calculate
slices, and share it with
all participants. The
formula is
straightforward: slices
= contribution value X
risk multiplier. For
example, if a founder
contributes $5,000
worth of coding time
(at market rate) in



month one with a
multiplier of 4, they
earn 20,000 slices.
Another founder who
joins six months later
with a multiplier of 2
for the same $5,000
contribution earns only
10,000 slices. The
difference reflects the
higher risk taken by
the first founder.

Step 3:
Decide on
a
Conversio
n Event

A Slicing Pie funding
company without a
liquidity event can get
messy. You need to
define  when slices
convert into real equity
shares. Common
triggers include:

e Incorporation
date (when you
form an LLC or C-
corp).

e First external
funding round
(angel or VC).

e Revenue
milestone (e.qg.,
first $100,000 in
annual recurring

revenue).
e Any exit
(acquisition or
IPO).
At conversion, the total
number of slices
divided by the

company’s valuation
gives each person their
percentage. If you
haven’t incorporated
yet, you might need to
set a nominal valuation
for the conversion.
Many Slicing Pie
advocates recommend
using a “pre-money
valuation” that is fair
to both founders and
future investors. If you
are building a Slicing
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Pie funding company
without any outside
investors, you can
simply allocate 100%
of the equity to the
slice holders based on
their proportional
slices.

ADVANTAGES OF
USING SLICING PIE
WITHOUT A
TRADITIONAL
COMPANY
STRUCTURE

Why would you choose
to launch a Slicing Pie
funding company
without immediately
incorporating or raising
funds? Several benefits
stand out:

1.
Preservin

g Cash
for
Operation
S

Instead of paying
salaries or legal fees,
you use equity slices to
compensate your
team. This keeps your
cash low and your burn
rate minimal. For a pre-
revenue startup, this is
critical.

2.
Attracting
High-
Quality



Talent

Talented individuals
are often hesitant to
join a pre-incorporation
startup because they
fear being diluted or
locked into unfair
terms. A Slicing Pie
agreement shows them
that their future share
will be proportional to
their contributions. It
builds trust from day
one.

3.
Flexibility
iIn Team
Building

Not everyone stays
with a startup forever.
With fixed equity, if
someone leaves early,
they often retain a
large chunk of equity

they didn’t fully earn.
Slicing Pie allows early
leavers to be bought
out based on their
slices, which is fairer to
those who stay and
build value.

4. No

Need for
Complex
Valuation

Early-stage valuation is
guesswork. By using
contributions as the
basis for slices, you
avoid the headache of
debating what the
company is worth
before it has any
revenue. The market
value of contributions
is much easier to agree
on.

CHALLENGES TO
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OVERCOMEalNignowledges the

SLICING PIE

FUNDING

COMPANY
WITHOUT FORMAL

INCORPORATION

While the model is
elegant, it is not
without pitfalls. Here
are key issues you
must address:

Legal
Enforcea
bility

Without a legal entity,

your Slicing Pie
agreement is
essentially a

handshake. If disputes
arise, courts may not
recognize it as a
binding contract. To
mitigate this, consider
using a simple
membership or
partnership agreement

slice tracking.
Alternatively,
incorporate as soon as
possible, even as a
simple LLC, to provide
legal protection.

Tax
Implicatio
ns

In the United States
and many countries,
receiving equity slices
for services can trigger
taxable income, even if
the shares haven’t
been issued yet. The
IRS may consider the
value of the slices as
compensation. You
should consult with a
tax professional to
structure the grant as
a “restricted stock” or
“profit interest” unit to
defer taxes.



Disagree
ments
Over
Contributi
on
Valuation

What is a founder’s
time worth? If one
person values their
time at $200/hour and
another at $50/hour,
disputes arise. To
avoid this, set a
standard market rate
for each role (e.g.,
software developer
$100/hour, designer =
$80/hour) and get
everyone to agree
before any
contributions begin.

10

Dilution
After
Conversio
n

If you later bring in
outside investors, the
slices convert into
equity that then gets
diluted like any other
shares. Some founders
mistakenly believe
Slicing Pie protects
them from dilution. It
does not—it only
ensures that early
contributions are fairly
captured before
dilution occurs.

REAL-WORLD
EXAMPLE:
BUILDING A
SOFTWARE
STARTUP WITHOUT
FUNDING

Imagine three people:
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Alice (a developer),
Bob (a marketer), and
Carol (a designer).
They want to build a
SaaS product but have
no money. They agree
to set up a Slicing Pie
charter. Alice
contributes 300 hours
of coding in month one
(valued at $150/hour =
$45,000), with a 4x risk
multiplier, earning
180,000 slices. Bob
contributes 100 hours
of market research

($80/hour = $8,000)
with the same
multiplier, earning

32,000 slices. Carol
contributes $2,000 for
hosting and software
tools (with no
multiplier because it's
cash, but they agree
on 1x), earning 2,000
slices.

After six months, they
incorporate and set a
pre-money valuation of
$1 million (based on
the product's

11

progress). Total slices
across all participants
500,000. Alice's
180,000 slices give her
36% equity, Bob 6.4%,
Carol 0.4%, and the
remaining 57.2% goes
to a new class of
common shares for
future investors and
employees. This
example shows how a
Slicing Pie funding
company without
initial capital can still
build a realistic equity
structure that
everyone accepts
because it's based on
actual contributions.

CONCLUSION

The Slicing Pie model
offers a flexible and
fair way to build and
fund a company when
you have more sweat
than cash. By focusing
on contributions rather
than hypothetical
valuations, you create
an environment of



transparency and trust
that can survive the
early chaos of startup
life. For those building
a Slicing Pie funding
company without a
formal legal entity,
without venture
capital, or without the
luxury of full-time
salaries, this approach

is more than a
tool—it's a philosophy.
It ensures that

everyone who takes
the risk shares in the
reward proportionally.
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However, do not
neglect the legal and
tax implications. Use
the model as a guide,
but formalize the
structure as soon as
you can afford an
attorney. When done
right, Slicing Pie can
turn a group of
passionate individuals
into a cohesive, equity-
aware team that is
ready to scale—even
when there’s nothing
in the bank account
yet.
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