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When	it	comes	to	business,	the	term	sweat	equity	refers	to	the	value	of	a	persons	work	that	is	not	compensated	with	monetary	wages.	In	other	words,	its	the	extra	effort	that	an	individual	puts	into	their	job	above	and	beyond	what	they	are	paid	for.For	example,let's	say	you	own	a	small	business	and	you	cant	afford	to	pay	your	employees	for	all	the
overtime	they	put	in.	So	instead,	you	offer	them	a	percentage	of	the	company's	profits	as	compensation.	This	is	an	example	of	sweat	equity.The	term	is	often	used	in	startup	companies	where	the	founders	offer	a	percentage	of	ownership	in	exchange	for	someones	sweat	equity.	This	is	a	way	to	attract	top	talent	without	having	to	pay	them	a	large	salary
upfront.There	are	both	advantages	and	disadvantages	to	offering	sweat	equity	as	compensation.let's	take	a	look	at	some	of	the	pros	and	cons:Pros	of	Sweat	Equity1.	Its	a	way	to	attract	top	talent.If	you're	a	startup	company	with	a	limited	budget,	offering	sweat	equity	can	be	a	great	way	to	attract	top	talent.	People	are	often	more	motivated	to	work
hard	when	they	have	a	stake	in	the	company's	success.2.	It	can	save	you	money.Offering	sweat	equity	instead	of	monetary	compensation	can	save	you	a	lot	of	money,	especially	in	the	early	stages	of	a	company's	development.	This	can	give	you	more	financial	flexibility	to	invest	in	other	areas	of	your	business.3.	It	can	create	a	sense	of	loyalty.People
who	have	a	stake	in	the	company's	success	are	more	likely	to	be	loyal	to	the	company	and	stick	around	for	the	long	haul.	This	can	be	beneficial	for	businesses	that	want	to	build	a	strong	team	of	employees.Cons	of	Sweat	Equity1.	It	can	create	resentment.If	employees	feel	like	they	are	working	harder	than	others	and	not	being	fairly	compensated,	it
can	lead	to	resentment	and	turnover.	Its	important	to	make	sure	everyone	understands	the	terms	of	the	sweat	equity	agreement	and	feels	like	its	fair.2.	It	can	lead	to	legal	problems.If	not	handled	correctly,	offering	sweat	equity	can	lead	to	legal	problems.	For	example,	if	you	offer	someone	sweat	equity	and	then	they	leave	the	company,	they	may	be
entitled	to	a	portion	of	the	company's	profits.	Make	sure	you	consult	with	an	attorney	before	offering	sweat	equity	to	avoid	any	legal	issues	down	the	road.3.	It	can	be	difficult	to	value.One	of	the	challenges	with	sweat	equity	is	that	it	can	be	difficult	to	put	a	monetary	value	on	it.	This	can	make	it	difficult	to	keep	track	of	who	owns	what	percentage	of
the	company.	You	may	want	to	consider	hiring	a	valuation	expert	to	help	you	determine	the	value	of	sweat	equity.What	is	sweat	equity	-	The	pros	and	cons	of	sweat	equity	2.	The	pros	of	sweat	equity	There	are	many	reasons	why	someone	might	choose	to	take	on	sweat	equity	in	lieu	of	cash	for	their	startup	business.	The	most	common	reason	is	that
the	person	does	not	have	the	cash	on	hand	to	pay	for	all	the	startup	costs.	If	this	is	the	case,	then	taking	on	sweat	equity	can	be	a	great	way	to	get	your	business	off	the	ground	without	having	to	take	on	any	debt.Another	reason	to	take	on	sweat	equity	is	that	it	can	help	to	attract	other	investors.	If	you	can	show	that	you	are	willing	to	put	some	skin	in
the	game,	it	can	make	your	business	more	attractive	to	outside	investors.Finally,	taking	on	sweat	equity	can	also	help	to	ensure	that	you	are	fully	committed	to	your	business.	If	you	are	putting	your	own	time	and	effort	into	the	business,	it	can	be	a	great	motivator	to	make	sure	that	the	business	is	successful.Of	course,	there	are	also	some	downsides	to
taking	on	sweat	equity.	The	most	obvious	downside	is	that	you	will	not	have	any	cash	coming	in	from	the	business	until	it	is	successful.	This	can	be	a	risky	proposition,	especially	if	you	are	not	confident	in	the	businesss	chances	of	success.Another	downside	is	that	you	will	likely	have	less	control	over	the	business	than	if	you	were	the	sole	owner.	This	is
because	you	will	likely	have	to	give	up	some	control	in	order	to	attract	other	investors.Finally,	it	is	important	to	remember	that	taking	on	sweat	equity	is	not	right	for	everyone.	If	you	are	not	comfortable	with	the	risks,	then	it	might	not	be	the	best	option	for	you.Overall,	taking	on	sweat	equity	can	be	a	great	way	to	get	your	business	off	the	ground
without	having	to	take	on	any	debt.	However,	it	is	important	to	remember	that	there	are	also	some	risks	involved.	Be	sure	to	weigh	all	of	the	pros	and	cons	before	making	a	decision	about	whether	or	not	to	take	on	sweat	equity	for	your	startup	business.	3.	The	cons	of	sweat	equity	When	it	comes	to	business,	the	phrase	"sweat	equity"	is	often	used	to
describe	the	value	that	a	business	owner	or	entrepreneur	has	invested	into	their	company.	This	can	include	anything	from	the	time	and	energy	spent	developing	and	growing	the	business	to	the	financial	resources	used	to	get	it	off	the	ground.While	sweat	equity	can	be	a	great	way	to	get	a	business	started,	there	are	also	some	potential	drawbacks	that
should	be	considered.One	of	the	biggest	potential	problems	with	sweat	equity	is	that	it	can	create	an	uneven	playing	field	within	a	company.	This	is	because	the	value	of	sweat	equity	can	vary	greatly	from	person	to	person.	For	example,	someone	who	has	a	lot	of	experience	in	business	may	have	a	lot	more	to	offer	in	terms	of	sweat	equity	than
someone	who	is	just	starting	out.This	can	lead	to	tension	and	conflict	within	a	company	if	not	managed	properly.Another	potential	downside	of	sweat	equity	is	that	it	can	often	be	used	as	a	way	to	avoid	paying	employees	fair	wages.	This	is	because	the	value	of	sweat	equity	is	often	not	taken	into	account	when	calculating	salaries	and	wages.	This	can
create	an	environment	where	employees	feel	undervalued	and	underpaid,	which	can	lead	to	turnover	and	other	problems.Finally,	it's	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	business	owners	may	be	required	to	invest	their	own	money	into	the	business	in	order	to	get	it	started.	This	can	be	a	risky	proposition,
especially	if	the	business	is	not	successful.Overall,	sweat	equity	can	be	a	great	way	to	get	a	business	started.	However,	there	are	also	some	potential	drawbacks	that	should	be	considered	before	using	it	as	a	primary	source	of	funding.FasterCapital	can	help	you	by	working	on	building	your	product	and	covering	50%	of	the	costs	4.	How	to	maximize	the
benefits	of	sweat	equity?	Benefits	of	using	sweat	equityThere's	no	denying	that	sweat	equity	is	a	powerful	tool	to	help	grow	a	business.	But	like	any	tool,	it	has	its	pros	and	cons.	Here's	a	look	at	some	of	the	key	considerations	to	keep	in	mind	when	deciding	whether	or	not	to	use	sweat	equity	to	help	grow	your	business.The	biggest	pro	of	sweat	equity
is	that	it	doesn't	cost	anything.	If	you're	able	to	get	people	to	work	for	you	for	free,	it's	essentially	like	getting	free	labor.	And	that	can	be	a	huge	help	when	you're	trying	to	grow	a	business	on	a	tight	budget.Another	pro	of	sweat	equity	is	that	it	can	help	you	attract	and	retain	talented	employees.	People	who	are	passionate	about	your	business	and	are
willing	to	work	for	free	(or	for	very	little	pay)	are	often	the	most	talented	and	dedicated	employees	you	can	find.	They're	also	more	likely	to	stick	around	for	the	long	haul,	which	can	save	you	a	lot	of	money	in	turnover	costs	down	the	road.Of	course,	there	are	also	some	potential	drawbacks	to	using	sweat	equity.	One	of	the	biggest	is	that	it	can	create
resentment	among	your	paid	employees.	If	you	have	people	working	for	free	(or	for	very	little	pay),	it's	only	natural	that	your	paid	employees	will	start	to	feel	like	they're	being	taken	advantage	of.	This	can	lead	to	low	morale	and	high	turnover,	which	can	be	costly	for	your	business.Another	potential	downside	of	sweat	equity	is	that	it	can	give	people
too	much	ownership	in	your	business.	If	you	have	too	many	people	with	a	stake	in	your	business,	it	can	be	difficult	to	make	decisions	and	get	everyone	on	the	same	page.	This	can	lead	to	infighting	and	gridlock,	which	can	be	disastrous	for	a	young	business.So,	what's	the	bottom	line?	Is	sweat	equity	a	good	or	bad	thing	for	your	business?	Ultimately,	it
depends	on	your	specific	situation.	If	you're	careful	about	how	you	use	it,	sweat	equity	can	be	a	great	way	to	grow	your	business	without	breaking	the	bank.	But	if	you're	not	careful,	it	can	create	problems	down	the	road.If	your	goal	is	to	make	money,	becoming	an	entrepreneur	is	a	sucker's	bet.	Sure,	some	entrepreneurs	make	a	lot	of	money,	but	if
you	calculate	the	amount	of	stress-inducing	work	and	time	it	takes	and	multiply	that	by	the	low	likelihood	of	success	and	eventual	payoff,	it	is	not	a	great	way	to	get	rich.	Eric	Ries	5.	How	to	avoid	the	pitfalls	of	sweat	equity?	Sweat	equity	is	often	touted	as	a	great	way	to	get	started	in	real	estate	investing.	After	all,	what	could	be	better	than	using	your
own	sweat	and	elbow	grease	to	fix	up	a	property	and	then	selling	it	for	a	profit?There	are,	however,	some	potential	pitfalls	that	you	need	to	be	aware	of	before	you	jump	into	a	sweat	equity	deal.The	first	pitfall	is	that	you	could	end	up	putting	more	money	into	the	property	than	you	originally	planned.	This	is	especially	true	if	you're	not	experienced	in
home	renovation	and	you	underestimate	the	cost	of	materials	and	labor.Another	potential	problem	is	that	the	property	could	take	longer	to	sell	than	you	anticipated.	This	could	eat	into	your	profits	or	even	result	in	a	loss	if	you're	carrying	a	mortgage	on	the	property.You	also	need	to	be	aware	of	the	potential	legal	implications	of	sweat	equity.	If	you're
working	on	the	property	with	someone	else,	make	sure	that	you	have	a	written	agreement	in	place	that	outlines	each	person's	responsibilities.	This	will	help	avoid	any	disagreements	down	the	road.Finally,	be	realistic	about	the	amount	of	time	and	effort	that	you're	willing	to	put	into	a	sweat	equity	project.	It's	not	going	to	be	a	quick	and	easy	process.
If	you're	not	prepared	to	put	in	the	work,	it's	probably	not	worth	getting	involved.Sweat	equity	can	be	a	great	way	to	get	started	in	real	estate	investing,	but	it's	important	to	be	aware	of	the	potential	pitfalls	before	you	jump	in.	By	being	realistic	about	the	costs,	time	commitment,	and	legal	implications,	you	can	avoid	any	surprises	down	the	road.	6.
When	is	sweat	equity	a	good	idea?	Whether	or	not	to	accept	sweat	equity	in	exchange	for	work	is	a	decision	that	should	be	made	on	a	case-by-case	basis.	Here	are	some	factors	to	consider	when	making	your	decision.The	first	thing	to	consider	is	the	amount	of	sweat	equity	being	offered.	If	it	is	a	small	amount,	it	may	not	be	worth	your	time	and	effort.
However,	if	it	is	a	significant	amount,	it	could	be	worth	considering.Another	thing	to	consider	is	the	company's	stage	of	development.	If	the	company	is	just	starting	out,	there	is	a	higher	risk	that	it	will	not	be	successful.	However,	if	the	company	is	already	established	and	growing,	the	risk	is	lower.Another	factor	to	consider	is	the	type	of	work	you	will
be	doing.	If	you	are	going	to	be	doing	grunt	work	or	menial	tasks,	it	is	probably	not	worth	your	time.	However,	if	you	are	going	to	be	working	on	something	that	you	are	passionate	about	and	that	has	the	potential	to	impact	the	company's	success,	it	may	be	worth	considering.The	last	thing	to	consider	is	the	company's	culture.	If	the	company	has	a
good	culture	and	you	feel	like	you	would	fit	in	well,	it	may	be	worth	considering.	However,	if	the	company	has	a	poor	culture	or	you	feel	like	you	would	not	fit	in,	it	is	probably	not	worth	your	time.In	general,	sweat	equity	is	a	good	idea	if	the	company	is	established	and	growing,	you	are	going	to	be	working	on	something	you	are	passionate	about,	and
the	company	has	a	good	culture.	However,	you	should	always	weigh	the	pros	and	cons	of	each	situation	before	making	a	decision.FasterCapital	introduces	you	to	angels	and	VCs	through	warm	introductions	with	90%	response	rate	7.	When	is	sweat	equity	a	bad	idea?	There	are	many	benefits	to	sweat	equity	-	it	can	help	reduce	the	cost	of	a	project,
build	morale	and	team	spirit,	and	create	a	sense	of	ownership.	However,	there	are	also	some	potential	drawbacks	to	consider	before	deciding	if	sweat	equity	is	right	for	your	business.One	of	the	main	disadvantages	of	sweat	equity	is	that	it	can	create	a	sense	of	entitlement	among	employees.	If	employees	feel	that	they	are	entitled	to	a	share	of	the
company	because	they	have	put	in	extra	work,	they	may	be	less	likely	to	work	hard	in	the	future.	This	can	lead	to	a	decline	in	productivity	and	morale.Another	potential	problem	with	sweat	equity	is	that	it	can	give	employees	a	false	sense	of	ownership.	If	employees	think	they	own	a	share	of	the	company,	they	may	be	less	likely	to	take	direction	from
management	or	follow	company	policies.	This	can	create	conflict	and	disharmony	within	the	workplace.Finally,	sweat	equity	can	also	be	difficult	to	manage.	It	can	be	hard	to	keep	track	of	who	has	done	what,	and	how	much	they	should	be	compensated.	This	can	lead	to	arguments	and	resentment	among	employees.If	you're	considering	offering	sweat
equity	to	your	employees,	weigh	the	pros	and	cons	carefully.	Make	sure	you	have	a	plan	in	place	to	manage	it	effectively,	and	be	prepared	for	the	potential	problems	that	could	arise.FasterCapital	helps	you	in	conducting	feasibility	studies,	getting	access	to	market	and	competitors'	data,	and	preparing	your	pitching	documents	8.	How	to	get	the	most
out	of	sweat	equity?	Sweat	equity	is	a	great	way	to	get	involved	in	a	company	or	project	without	having	to	put	any	money	down.	It	can	also	be	a	way	to	get	more	equity	in	a	company	or	project	than	you	would	otherwise	have.	However,	there	are	also	some	potential	downsides	to	sweat	equity	that	you	should	be	aware	of	before	you	decide	to	take
advantage	of	it.One	of	the	potential	downsides	of	sweat	equity	is	that	it	can	dilute	the	ownership	of	a	company	or	project.	This	is	because	when	you	contribute	sweat	equity,	you	are	essentially	giving	up	a	portion	of	your	future	ownership	stake	in	the	company	or	project	in	exchange	for	your	work.	This	can	be	a	problem	if	the	company	or	project	is
successful	and	you	end	up	with	less	ownership	than	you	would	have	otherwise	had.Another	potential	downside	of	sweat	equity	is	that	it	can	be	difficult	to	value.	This	is	because	sweat	equity	is	not	a	traditional	asset	like	cash	or	stock.	As	such,	it	can	be	difficult	to	determine	how	much	your	sweat	equity	is	actually	worth.	This	can	make	it	difficult	to
negotiate	a	fair	price	for	your	work	if	you	ever	decide	to	sell	your	stake	in	the	company	or	project.Finally,	it	is	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	you	may	be	required	to	pay	for	materials	or	services	that	you	use	in	order	to	contribute	your	sweat	equity.	This	can	make	it	more	expensive	than	you	initially	thought
and	may	not	be	worth	it	in	the	end.Despite	these	potential	downsides,	sweat	equity	can	still	be	a	great	way	to	get	involved	in	a	company	or	project.	Just	be	sure	that	you	understand	the	risks	involved	before	you	decide	to	take	advantage	of	it.	9.	How	to	make	sure	your	sweat	equity	investment	pays	off?	Assuming	you	would	like	a	blog	titled	"How	to
Make	Sure	Your	Sweat	Equity	Investment	Pays	Off":	You've	finally	taken	the	plunge.	After	years	of	thinking	about	it,	you're	going	to	buy	a	fixer-upper.	You're	going	to	put	in	the	elbow	grease	to	make	it	your	own	and	turn	it	into	the	home	of	your	dreams.	Congratulations!Now,	the	real	work	begins.	It's	important	to	approach	your	sweat	equity
investment	with	caution	and	a	clear	plan	to	ensure	that	it	pays	off	in	the	end.	Here	are	a	few	tips:1.	Do	your	researchBefore	you	start	tearing	down	walls,	it's	important	to	do	your	research	and	develop	a	clear	plan.	What	kind	of	repairs	and	renovations	are	you	planning?	What	will	they	cost?	How	much	value	will	they	add	to	your	home?	It's	important
to	have	realistic	expectations	and	a	clear	budget	before	you	start	any	work.2.	Get	professional	helpIf	you're	not	sure	where	to	start	or	what	needs	to	be	done,	it's	a	good	idea	to	get	professional	help.	An	experienced	real	estate	agent	can	give	you	an	idea	of	what	repairs	and	renovations	are	most	likely	to	pay	off	in	your	area.	A	contractor	can	help	you
estimate	the	cost	of	the	work	that	needs	to	be	done.3.	Don't	overdo	itIt's	important	to	remember	that	you	are	investing	in	a	home,	not	a	showpiece.	You	don't	need	to	go	overboard	with	the	renovations.	Stick	to	repairs	and	upgrades	that	are	necessary	and	will	add	value	to	your	home.	Avoid	anything	that	is	purely	cosmetic	or	that	would	be	considered
a	luxury.4.	Be	patientIt	takes	time	to	see	the	results	of	your	sweat	equity	investment.	Don't	expect	to	see	an	immediate	return	on	your	investment.	It	may	take	months	or	even	years	to	see	the	full	value	of	your	work.	But	if	you're	patient	and	strategic,	your	sweat	equity	investment	will	pay	off	in	the	end.How	to	make	sure	your	sweat	equity	investment
pays	off	-	The	pros	and	cons	of	sweat	equity	Sweat	equity,	what	is	it?	Where	can	I	get	some?Search	for	a	definition	of	Sweat	Equity	and	youll	find	The	term	sweat	equity	refers	to	a	person	or	companys	contribution	toward	a	business	venture	or	other	project.	Sweat	equity	is	generally	not	monetary	and,	in	most	cases,	comes	in	the	form	of	physical	labor,
mental	effort,	and	time.1This	is	a	good	summary,	but	in	practice	sweat	equity	is	so	much	more.	It	ties	people	together	with	a	common	goal.	It	builds	trust,	commitment	and	a	strong	foundation	to	form	a	long	lasting	business	relationship.In	this	article,	well	look	at	sweat	equity	from	two	perspectives:the	visionary	with	the	business	ideathe	talent	that
joins	the	project	to	help	make	the	idea	happenThe	visionary	where	the	idea	originatesAs	visionaries	(the	project	owner)	we	often	dont	refer	to	our	time	as	sweat	equity.	We	spend	our	time	(unpaid)	developing	an	idea	because	were	passionate	about	it,	right?	But	lets	start	thinking	of	your	idea	as	a	business	entity.	Your	sweat	(all	the	time	you	invest	in
your	idea,	including	those	caffeine-fuelled	late	nights)	accounts	for	a	percentage	of	ownership	in	the	business.	This	is	your	sweat	equity.So	as	the	project	owner,	youve	invested	in	the	idea	by	dedicating	your	precious	time	in	exchange	for	equity.	Youre	fully	committed	to	developing	your	idea	into	a	sustainable	and	profitable	business.	And	youre
passionate	about	solving	a	problem	or	bringing	joy	to	the	world	with	your	idea.	Wouldnt	you	want	your	long	term	business	partners	to	share	the	same	enthusiasm?Sweat	equity	attracts	your	kind	of	peopleIt	will	take	time	for	the	idea	to	develop	and	the	business	to	establish	itself.	You	want	people	who	are	as	committed	to	the	project	as	you	are.	Giving
equity	attracts	people	who	also	believe	in	your	idea.	They	have	the	same	goal	as	you	to	make	it	a	success.	Sweat	equity	partners	are	fully	invested	because	they	share	your	vision,	and	are	not	being	driven	by	immediate	financial	reward.Sweat	equity	offsets	the	financial	cost	of	building	the	right	teamOne	of	the	top	reasons	for	why	businesses	fail	is	the
wrong	team2.	When	it	comes	to	finding	investment	for	your	startup,	investors	will	want	to	see	that	your	team	consists	of	people	with	the	relevant	skill	sets	to	move	your	business	idea	forward.	Offering	sweat	equity	share	in	your	business	means	you	get	to	bring	onboard	the	right	business	partners	from	the	get	go,	even	when	finances	are	at	their	most
limited.When	does	sweat	equity	make	sense?Sweat	equity	is	best	used	to	foster	loyal,	long	lasting	partnerships	with	people	who	have	complementary	skills	to	your	own.Visionaries	will	need	to	wear	many	hats	in	the	early	days	of	starting	a	business.	You	might	find	it	difficult	to	see	where	your	strongest	skills	lie	and	what	skills	you	should	be	looking	for
in	potential	team	mates.	If	this	is	you,	ask	yourself:Where	do	I	currently	have	clear	gaps	in	my	knowledge	and	experience	for	turning	my	idea	into	a	business?Thinking	to	the	future,	where	are	my	skills	limitations	when	it	comes	to	taking	the	business	further	or	scaling	up?At	Sweqlink,	we	use	a	framework	based	on	an	ideology	that	three	critical	skill
sets	are	typically	needed	to	turn	an	idea	into	a	startup	business.	Using	this	framework,	visionaries	can	establish	which	set	of	skills,	Makers,	Movers	and	Manifesters	they	need	to	bring	onboard.	The	talent	who	help	make	ideas	happenWhy	would	you	want	to	be	paid	in	equity?Imagine	its	1994	and	you	have	the	option	of	an	hourly	wage	or	equity	for
your	commitment	and	work	to	help	an	online	bookshop	launch	from	Mr.	Bezoss	garage.Under	a	typical	salaried	contract,	you	would	be	paid	for	your	hours.	It	pays	the	bills	but	your	deal	ends	there.	You	wouldnt	be	eligible	for	any	future	gains	as	a	result	of	your	hard	work	and	contribution	during	the	early	days	of	the	startup.If	on	the	other	hand,	you
had	accepted	just	0.5%	equity	in	this	particular	startup	called	Amazon,	your	equity	would	now	be	worth	$8.5	billion*	thats	a	lot	of	payback	for	all	your	late	nights	and	coffee!*Based	on	Amazons	stock	value	at	time	of	writingStartups	are	risky.	Why	would	you	want	to	work	for	a	startup?Investing	your	time	into	a	new	startup	can	be	very	rewarding.	It
can	help	you	achieve	your	career	aspirations	by	broadening	your	skillset	and	network.	It	can	provide	a	source	of	fulfilment	alongside	other	pays-the-bills	jobs	by	offering	new	challenges,	all	while	supporting	a	cause	that	youre	passionate	about.	Youre	also	more	likely	to	have	your	voice	heard	and	make	a	bigger	impact	working	for	a	startup.If	you	have
aspirations	to	be	your	own	boss	or	a	C-Level	executive	but	you	dont	have	your	own	idea,	getting	involved	with	startups	at	the	formation	stage	can	often	give	you	this	opportunity.	Offering	your	time	in	return	for	equity	in	a	new	business	idea	might	be	just	what	youre	looking	for.When	does	sweat	equity	make	sense?As	ideas	take	time	to	develop	into
financially	stable	businesses,	investing	sweat	equity	is	a	long-term	commitment.	For	some	startups,	early	returns	on	your	investment	may	come	in	the	form	of	job	satisfaction.	It	could	be	the	buzz	from	reaching	each	milestone	such	as	the	successful	development	of	a	working	prototype,	or	positive	feedback	from	early	adopters.	Real	financial	return
could	take	years	depending	on	the	business	model.	In	this	common	startup	scenario,	sweat	equity	only	makes	sense	if	you	have	other	means	to	support	yourself	and	your	family.	Sweat	equity	side	hustleSecond	income	streams	(also	known	as	side	hustles,	or	moonlighting	if	youre	from	the	1980s)	are	increasingly	common	and	practiced	by	more	than
25%	of	the	UK	working	population	with	figures	set	to	rise3.	There	are	a	number	of	reasons	why	we	are	seeing	this	upward	trend.	Some	of	the	rational	motivations	for	pursuing	a	side	project	include	additional	income	and	building	a	nest	egg	for	retirement.	And	more	emotional	motivations	include	the	excitement	of	new	challenges,	sense	of
achievement	and	personal	development	otherwise	not	available	in	the	day	job.At	Sweqlink,	you	define	how	much	time	you	can	spare	to	join	a	project.	This	could	be	5	days	a	week	or	just	a	few	hours	a	week	so	you	can	find	a	project	that	works	with	your	livelihood,	not	instead	of	it.Building	a	business	relationship	based	on	sweat	equity	offers	clear
benefits	for	both	visionaries	and	talent	partners.	Find	your	future	business	partners	at	the	internets	first	sweat	equity	marketplace.	References:1	//www.cbinsights.com/research/startup-failure-reasons-top/3	a	tale	as	old	as	time.	A	startup	founder	has	an	idea	and,	over	the	course	of	many	sleepless	nights,	early	mornings	and	missed	holidays,	they	pour
blood,	sweat	and	tears	into	bringing	their	startup	dream	to	life.This	is	a	familiar	story	for	many	New	Zealand	startup	founders	and	early-stage	employees	who	lovingly	pour	their	everything	into	a	business,	hoping	to	catch	a	break.	Below	we	shed	light	on	how	sweat	equity	can	play	a	key	part	in	equity	ownership,	employee	incentives,	and	wealth
creation	to	help	a	company	succeed.What	is	sweat	equity?According	to	LegalVision,	sweat	equity	is	an	arrangement	startup	businesses	can	use	to	help	fund	their	business	operations.	While	sweat	equity	can	refer	to	physical	labour,	it	can	also	refer	to	services	carried	out,	the	mental	effort,	skills	and	time	spent	helping	grow	a	business.In	an	early-stage
start-up	business,	this	could	look	like	start-up	founders	and	early-stage	employees	being	compensated	for	their	hard	work	with	a	lower-than-market-value	salary	(or	no	salary	at	all)	for	a	set	period	of	time	in	return	for	equity	in	the	company.	This	sweat	equity	typically	vests	for	a	three	to	four-year	timeframe	while	the	employee	is	employed	by	the
business.	Once	the	vesting	period	is	reached	or	key	performance	milestones	are	met,	the	employee	secures	equity	in	the	business.	For	non-founder	employees	this	arrangement	enables	employees	to	own	an	early	stake	in	a	rising	startup	company,	with	the	potential	for	high	financial	returns	if	the	company	succeeds	and	is	acquired	privately	or	goes
public.What	part	does	sweat	equity	play	in	a	companys	growth?The	sweat	equity	that	employees	and	advisors	can	bring	to	an	early-stage	business	is	invaluable.	It	is	a	cost-effective	way	for	early-stage	companies	to	attract,	incentivise	and	retain	top	talent.What	to	be	aware	of	when	receiving	sweat	equityThere	are	several	considerations	that	both
employees	and	advisors	should	be	aware	of	when	considering	sweat	equity.Loss	of	value:	The	greatest	risk	when	working	for	sweat	equity	in	a	start-up	is	that	the	final	value	of	equity	in	the	company	may	be	less	than	the	time	and	effort	put	in.	If	the	company	fails,	this	could	make	the	equity	in	the	business	worthless.Liquidity:	Another	key
consideration	for	a	sweat	equity	employee	is	the	liquidity	of	their	equity/shares.	Until	a	company	matures,	raising	capital	from	institution-type	investors	or	goes	public,	it	may	be	difficult	for	the	employee	to	sell	their	equity	in	the	business	via	a	secondary	transaction.Short-term	finances:	Earning	a	below-market	salary	in	exchange	for	sweat	equity	can
significantly	impact	an	employees	short-term	personal	finances.	Before	entering	into	a	sweat	equity	agreement,	we	encourage	you	to	talk	to	a	financial	advisor	to	determine	how	this	will	affect	your	personal	financial	goals.Legal:	Before	entering	into	a	sweat	equity	agreement,	consult	a	financial	and	legal	advisor.	They	can	review	the	documents	with
you	and	ensure	that	you	fully	understand	the	agreement,	including	what	happens	if	you	leave	the	businessTax:	Depending	on	several	factors,	employees	are	likely	to	have	to	pay	income	tax	on	the	proceeds	from	the	future	sale	of	shares.	Make	sure	you	understand	what	future	tax	obligations	may	be	before	jumping	into	a	sweat	equity	agreement.The
benefits	of	sweat	equityThere	are	multiple	benefits	to	having	sweat	equity	in	a	company.	Not	only	is	it	a	great	way	for	companies	to	reward	early-stage	employees	or	advisors,	but	it	also	provides	them	with	the	opportunity	to	be	part	of	a	fast-growing	sector	with	the	potential	for	higher	mid-term	financial	returns.Sectors	such	as	software	as	a	service
(Saas)	are	projected	to	grow	significantly	over	the	next	few	years.	Globally,	Saas	is	forecast	to	grow	from	US$3	trillion	to	US$10	trillion	by	2030.	While	locally,	New	Zealands	Saas	market	accounts	for	about	0.1%	of	the	total	market	with	reports	estimating	it	could	be	worth	nearly	NZ$14	billion	by	2023.	For	employees,	sweat	equity	in	sectors	such	as
Saas	provides	them	with	a	low-cost,	low-barrier	entry	into	a	fast-growing	sector.In	addition	to	investment	exposure,	sweat	equity	can	provide	an	employee	with	mid-term	financial	benefits	when	the	company	is	eventually	sold,	raises	capital,	or	goes	public.	An	example	of	a	strong	sweat	equity	return	on	investment	is	New	Zealand	business	Vend,	a
cloud-based	point-of-sale	and	retail	management	software	company	that	was	founded	in	2010.	Vend	went	on	to	sell	to	Canadian	company	Lightspeed	for	US$350	million	in	2021,	resulting	in	a	strong	return	on	investment	for	shareholders,	which	included	many	employees.Sweat	equity	from	a	companys	perspectiveSweat	equity	is	a	powerful,	cost-
effective	and	flexible	incentive	tool	that	can	play	a	major	part	in	a	start-up's	early	success.	Offering	sweat	equity	can	be	a	smart	way	for	companies	to	reduce	cash	burn	during	the	early	years	of	a	business	while	also	helping	incentivise	and	retain	key	talent.	After	all,	if	an	employee	has	skin	in	the	game,	so	to	speak,	they	are	far	more	likely	to	stay	loyal
to	the	company.	Aligning	key	staff	with	investors	can	also	be	attractive	to	future	investors	if	the	company	chooses	to	raise	capital	at	a	later	date.Managing	sweat	equity	doesnt	have	to	be	complicated	for	companies.	Orchestra	helps	companies	and	employees	actively	track	their	equity	and	cap	tables	in	real	time.	Orchestras	simple-to-use	platform
allows	employees	to	track	vesting,	exercise	options	and	model	their	net	worth	over	a	period	of	time.	For	companies,	Orchestra	is	a	secure	platform	where	their	share	registry,	financial	data	and	investor	communications	are	securely	safeguarded.There	are	several	factors	that	companies	and	sweat	equity	employees	should	consider	and	discuss	before
entering	into	an	agreement.	These	include:Voting	rights:	Whether	the	sweat	equity	employees	will	have	the	right	to	vote	at	shareholder	meetingsDividends:	The	right	to	dividends	should	also	be	discussedTax:	Finally,	a	company	should	also	be	aware	of	its	obligations	to	pay	PAYE	tax	on	sweat	equity	employees	equity.Learn	more	about	how	Orchestra
can	help	you	take	control	of	your	equity	here.Sweat	equity	shares	are	given	to	employees	and	directors	of	a	startup	corporation	for	their	efforts	toward	the	startup,	commitment	to	the	company,	and/or	professional	understanding	of	the	industry,	or	employees	who	have	quality	experience	or	have	greatly	contributed	to	the	startup's	intellectual	property
rights.In	exchange	for	the	investors'	money,	founders,	top-level	employees,	or	directors	are	given	the	opportunity	to	share	a	portion	of	the	profit	in	the	form	of	"securities."	The	shares	are	given	away	at	a	discount	or	for	non-cash	consideration.Sweat	equity	shares	are	primarily	used	by	startups	in	cases	where	funding	is	limited	and	sweat	equity	makes
a	compelling	form	of	compensationSweat	equity	shares	also	prove	valuable	in	big,	well-established	firms,	as	these	companies	have	significant	funds	to	invest	in	the	market	and	receive	securities	in	return.	These	returns	can	be	shared	with	the	startup's	hard-working	employees	who	might	be	entitled	to	such	incentives	in	addition	to	their
remuneration.Sweat	equity	is	a	non-monetary	investment	made	by	a	startup's	founders.	It	is	commonly	used	by	cash-strapped	startups	and	business	owners	to	finance	their	projects.Sweat	equity	is	compensated	with	sweat	equity	shares.	These	are	shares	issued	by	a	company	in	exchange	for	labor	and	time	instead	of	financial	remuneration.	Sweat
equity	shares	are	essentially	discounted	shares	that	a	startup	issues	to	its	employees	and	director.	An	employee	or	director	provides	added	value	in	exchange	for	the	shares.When	founding	a	startup	with	limited	funding,	sweat	equity	shares	are	essential.	Employees	are	motivated	by	sweat	equity	shares	because	it	creates	a	more	level	playing	field
compared	to	large	corporations.	Employees	in	a	startup	company	established	as	a	corporation	might	be	given	equity	or	stock	options,	making	them	part	owners	of	the	company	in	exchange	for	accepting	wages	that	might	be	below	their	respective	market	value.How	Does	Sweat	Equity	Work?Sweat	equity	shares	are	equity	shares	issued	at	a	discount
or	for	consideration	other	than	cash	by	a	company	to	its	employees	or	directors.	In	other	words,	it	refers	to	the	distribution	of	equity	shares	to	employees	as	a	reward	for	their	contributions	and	hard	work	(i.e.,	their	"sweat")	in	delivering	intangibles	to	the	business,	such	as	growth	or	success.The	issuance	of	"sweat	equity"	helps	the	startup	retain	and
attract	top	employees	by	compensating	them	for	their	efforts.	For	example,	a	business	owner	with	a	$30,000	initial	investment	in	their	startup	wants	to	sell	a	stake	in	it.	The	business	is	valued	at	$1	million,	and	they	intend	to	sell	a	30	percent	stake	to	an	angel	investor.	That	leaves	them	with	a	$700,000	stake	in	the	company.	The	sweat	equity,	which	is
equal	to	$670,000,	is	the	value	of	the	business	without	their	cash	contribution.In	such	situations,	the	founders'	toil	or	sweat	equity	is	critical	to	the	startup's	survival	and	might	also	produce	great	results	when	it	is	ultimately	sold	to	a	larger	company.How	to	Calculate	Sweat	Equity?Divide	the	amount	of	the	investor's	contribution	by	the	percentage	of
equity	it	represents.	This	fetches	you	the	exact	amount	of	sweat	equity	that	you'll	need.Let's	assume	an	entrepreneur	invests	$100,000	in	their	startup	and	sells	a	25	percent	stake	to	an	angel	investor	for	$500,000,	valuing	the	company	at	$2	million.	The	increase	in	the	value	of	their	initial	investment,	from	$100,000	to	$1.5	million,	or	$1.4	million
(removing	the	$100K	initial	investment),	is	known	as	"sweat	equity."Here's	a	good	read	to	understand	few	more	examples	of	calculating	sweat	equity.Benefits	of	Sweat	Equity1.	Saves	MoneyMany	young	businesses	are	strapped	for	cash	and	are	searching	for	ways	to	cut	costs	however	they	can.	Offering	company	equity	as	a	form	of	compensation	will
thus	help	such	businesses	save	money	as	they	expand	and	become	more	profitable.2.	Attracts	Top	Talent	and	SkillsOffering	equity	to	valuable	employees	who	you	might	not	be	able	to	afford	otherwise	will	help	you	attract	top	talent	and	skills	to	your	startup.	This	can	be	extremely	beneficial	to	a	young	business	in	need	of	specific	skills,	resources,	or
quality	networks.3.	Creates	IncentiveSince	the	value	of	an	equity	stake	increases	as	a	startup's	value	rises,	those	who	are	paid	-	either	in	part	or	in	whole	-	in	the	form	of	sweat	equity	will	be	even	more	driven	to	do	their	best	work	to	help	the	company	succeed	and,	by	extension,	cause	their	stakes	value	to	go	up	as	well.Limitations	of	Sweat	Equity1.
Difficult	to	valueForming	a	definite	consensus	about	how	to	value	sweat	equity	can	be	difficult	for	a	founder.Is	it	just	about	how	much	money	someone	can	make	in	a	given	position?	Is	it	the	additional	value	that	a	person's	work	brings	to	the	company?	In	the	end,	the	exact	worth	of	sweat	equity	is	determined	by	the	startup	-	and	its	a	tricky	thing	to
value.2.	Can	result	in	disputesThe	uncertainty	surrounding	the	valuation	of	sweat	equity	can	lead	to	potential	internal	conflict.For	instance,	in	some	cases,	employees	might	believe	that	their	contributions	are	more	valuable	than	what	the	employer	values	them	to	be.	This	can	cause	internal	tension,	which	can	have	a	negative	effect	on	the	whole
venture.3.	Causes	unprecedented	delaysSweat	equity,	when	valued	correctly,	does	a	good	job	of	aligning	motivations	and	deliverables,	but	it	might	also	have	unintended	negative	consequences.If	you're	offering	only	shares	instead	of	money	for	the	work	done,	keep	in	mind	that	people	cant	subsist	on	shares	alone.	How	do	you	expect	the	individual	to
survive	and	pay	their	bills	if	you	only	offer	shares	in	return	for	the	work	done?	If	a	person	does	not	have	enough	money	in	the	bank	to	cover	basic	expenses,	they	will	be	forced	to	work	a	second	(or	third)	job	in	addition	to	what	they	are	doing	for	you,	limiting	the	amount	of	time	and	headspace	that	they	will	devote	to	your	project.The	same	is	true	if	you
offer	a	business	sweat	equity.	If	the	company	does	not	have	enough	money	to	pay	its	employees,	it	will	be	forced	to	take	on	other	contracts,	which	will	delay	the	completion	of	your	project	(or	dilute	the	quality	of	work	put	into	it).How	to	Write	a	Contract	with	Sweat	Equity?You'll	need	a	straightforward	equity	agreement	written	with	potential
contingencies	in	mind.In	general,	a	sweat	equity	agreement	should	have	the	following	provisions:Maximum	equity	amount	that	can	be	earnedIf	you're	in	a	two-person	partnership,	for	example,	you	might	want	to	limit	it	to	50	percent.	The	cap	is	always	set	much	lower	in	larger	corporations.	It's	also	a	good	idea	to	set	a	minimum	amount	of	equity	that
could	be	earned.Rate	at	which	a	company's	equity	growsTo	measure	equity,	one	fairly	reasonable	method	is	to	use	the	person's	income	or	rate	of	pay.For	instance,	if	an	individual	is	paid	$30,000	per	year,	they	might	be	able	to	finish	the	year	with	this	much	equity	instead	of	a	paycheck.Conversion	ratesWill	the	sweat	shares	be	converted	to	equity	on	a
monthly	basis?If	the	individual	is	obtaining	voting	rights,	this	provision	(of	conversion	rates)	could	be	extremely	important.Period	of	vestingIn	general,	you	do	not	want	the	individual	to	start	gaining	equity	right	away,	particularly	if	they	are	new	to	the	startup.You	could	set	a	vesting	period	(say,	a	six-month	vesting	period)	during	which	the	employee
would	be	paid	in	cash	for	their	work	and	then	eventually	begin	to	earn	equity	once	vesting	starts.Criteria	for	performanceBe	abundantly	clear	about	each	partner's	obligations	-	something	which	is	especially	important	if	one	partner	takes	on	several	roles	at	the	same	time.Compensation	Type	and	AmountWhat	type	of	equity	would	the	employee
receive,	and	how	much	are	you	prepared	to	offer?Terms	of	separationHow	can	this	agreement	be	broken?	Who	can	break	it?	When	an	employee	leaves	the	company,	what	happens	to	their	sweat	equity?What	is	an	Example	of	Sweat	Equity?Sweat	equity	can	come	in	a	variety	of	forms.Consider	a	startup	that	wants	to	employ	an	accomplished	marketing
professional.	Such	a	young	company	may	not	have	enough	funds	to	attract	the	industry's	best,	high-quality	resource(s)	needed	to	set	it	apart	from	the	competition.The	business	has	a	better	chance	of	bringing	in	the	experienced	people	that	it	wants	-	without	breaking	the	bank	-	if	it	provides	equity	to	them	as	compensation.	Skip	to	content	When	it
comes	to	business,	the	term	sweat	equity	refers	to	the	value	of	a	persons	work	that	is	not	compensated	with	monetary	wages.	In	other	words,	its	the	extra	effort	that	an	individual	puts	into	their	job	above	and	beyond	what	they	are	paid	for.For	example,let's	say	you	own	a	small	business	and	you	cant	afford	to	pay	your	employees	for	all	the	overtime
they	put	in.	So	instead,	you	offer	them	a	percentage	of	the	company's	profits	as	compensation.	This	is	an	example	of	sweat	equity.The	term	is	often	used	in	startup	companies	where	the	founders	offer	a	percentage	of	ownership	in	exchange	for	someones	sweat	equity.	This	is	a	way	to	attract	top	talent	without	having	to	pay	them	a	large	salary
upfront.There	are	both	advantages	and	disadvantages	to	offering	sweat	equity	as	compensation.let's	take	a	look	at	some	of	the	pros	and	cons:Pros	of	Sweat	Equity1.	Its	a	way	to	attract	top	talent.If	you're	a	startup	company	with	a	limited	budget,	offering	sweat	equity	can	be	a	great	way	to	attract	top	talent.	People	are	often	more	motivated	to	work
hard	when	they	have	a	stake	in	the	company's	success.2.	It	can	save	you	money.Offering	sweat	equity	instead	of	monetary	compensation	can	save	you	a	lot	of	money,	especially	in	the	early	stages	of	a	company's	development.	This	can	give	you	more	financial	flexibility	to	invest	in	other	areas	of	your	business.3.	It	can	create	a	sense	of	loyalty.People
who	have	a	stake	in	the	company's	success	are	more	likely	to	be	loyal	to	the	company	and	stick	around	for	the	long	haul.	This	can	be	beneficial	for	businesses	that	want	to	build	a	strong	team	of	employees.Cons	of	Sweat	Equity1.	It	can	create	resentment.If	employees	feel	like	they	are	working	harder	than	others	and	not	being	fairly	compensated,	it
can	lead	to	resentment	and	turnover.	Its	important	to	make	sure	everyone	understands	the	terms	of	the	sweat	equity	agreement	and	feels	like	its	fair.2.	It	can	lead	to	legal	problems.If	not	handled	correctly,	offering	sweat	equity	can	lead	to	legal	problems.	For	example,	if	you	offer	someone	sweat	equity	and	then	they	leave	the	company,	they	may	be
entitled	to	a	portion	of	the	company's	profits.	Make	sure	you	consult	with	an	attorney	before	offering	sweat	equity	to	avoid	any	legal	issues	down	the	road.3.	It	can	be	difficult	to	value.One	of	the	challenges	with	sweat	equity	is	that	it	can	be	difficult	to	put	a	monetary	value	on	it.	This	can	make	it	difficult	to	keep	track	of	who	owns	what	percentage	of
the	company.	You	may	want	to	consider	hiring	a	valuation	expert	to	help	you	determine	the	value	of	sweat	equity.What	is	sweat	equity	-	The	pros	and	cons	of	sweat	equity	2.	The	pros	of	sweat	equity	There	are	many	reasons	why	someone	might	choose	to	take	on	sweat	equity	in	lieu	of	cash	for	their	startup	business.	The	most	common	reason	is	that
the	person	does	not	have	the	cash	on	hand	to	pay	for	all	the	startup	costs.	If	this	is	the	case,	then	taking	on	sweat	equity	can	be	a	great	way	to	get	your	business	off	the	ground	without	having	to	take	on	any	debt.Another	reason	to	take	on	sweat	equity	is	that	it	can	help	to	attract	other	investors.	If	you	can	show	that	you	are	willing	to	put	some	skin	in
the	game,	it	can	make	your	business	more	attractive	to	outside	investors.Finally,	taking	on	sweat	equity	can	also	help	to	ensure	that	you	are	fully	committed	to	your	business.	If	you	are	putting	your	own	time	and	effort	into	the	business,	it	can	be	a	great	motivator	to	make	sure	that	the	business	is	successful.Of	course,	there	are	also	some	downsides	to
taking	on	sweat	equity.	The	most	obvious	downside	is	that	you	will	not	have	any	cash	coming	in	from	the	business	until	it	is	successful.	This	can	be	a	risky	proposition,	especially	if	you	are	not	confident	in	the	businesss	chances	of	success.Another	downside	is	that	you	will	likely	have	less	control	over	the	business	than	if	you	were	the	sole	owner.	This	is
because	you	will	likely	have	to	give	up	some	control	in	order	to	attract	other	investors.Finally,	it	is	important	to	remember	that	taking	on	sweat	equity	is	not	right	for	everyone.	If	you	are	not	comfortable	with	the	risks,	then	it	might	not	be	the	best	option	for	you.Overall,	taking	on	sweat	equity	can	be	a	great	way	to	get	your	business	off	the	ground
without	having	to	take	on	any	debt.	However,	it	is	important	to	remember	that	there	are	also	some	risks	involved.	Be	sure	to	weigh	all	of	the	pros	and	cons	before	making	a	decision	about	whether	or	not	to	take	on	sweat	equity	for	your	startup	business.	3.	The	cons	of	sweat	equity	When	it	comes	to	business,	the	phrase	"sweat	equity"	is	often	used	to
describe	the	value	that	a	business	owner	or	entrepreneur	has	invested	into	their	company.	This	can	include	anything	from	the	time	and	energy	spent	developing	and	growing	the	business	to	the	financial	resources	used	to	get	it	off	the	ground.While	sweat	equity	can	be	a	great	way	to	get	a	business	started,	there	are	also	some	potential	drawbacks	that
should	be	considered.One	of	the	biggest	potential	problems	with	sweat	equity	is	that	it	can	create	an	uneven	playing	field	within	a	company.	This	is	because	the	value	of	sweat	equity	can	vary	greatly	from	person	to	person.	For	example,	someone	who	has	a	lot	of	experience	in	business	may	have	a	lot	more	to	offer	in	terms	of	sweat	equity	than
someone	who	is	just	starting	out.This	can	lead	to	tension	and	conflict	within	a	company	if	not	managed	properly.Another	potential	downside	of	sweat	equity	is	that	it	can	often	be	used	as	a	way	to	avoid	paying	employees	fair	wages.	This	is	because	the	value	of	sweat	equity	is	often	not	taken	into	account	when	calculating	salaries	and	wages.	This	can
create	an	environment	where	employees	feel	undervalued	and	underpaid,	which	can	lead	to	turnover	and	other	problems.Finally,	it's	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	business	owners	may	be	required	to	invest	their	own	money	into	the	business	in	order	to	get	it	started.	This	can	be	a	risky	proposition,
especially	if	the	business	is	not	successful.Overall,	sweat	equity	can	be	a	great	way	to	get	a	business	started.	However,	there	are	also	some	potential	drawbacks	that	should	be	considered	before	using	it	as	a	primary	source	of	funding.FasterCapital	can	help	you	by	working	on	building	your	product	and	covering	50%	of	the	costs	4.	How	to	maximize	the
benefits	of	sweat	equity?	Benefits	of	using	sweat	equityThere's	no	denying	that	sweat	equity	is	a	powerful	tool	to	help	grow	a	business.	But	like	any	tool,	it	has	its	pros	and	cons.	Here's	a	look	at	some	of	the	key	considerations	to	keep	in	mind	when	deciding	whether	or	not	to	use	sweat	equity	to	help	grow	your	business.The	biggest	pro	of	sweat	equity
is	that	it	doesn't	cost	anything.	If	you're	able	to	get	people	to	work	for	you	for	free,	it's	essentially	like	getting	free	labor.	And	that	can	be	a	huge	help	when	you're	trying	to	grow	a	business	on	a	tight	budget.Another	pro	of	sweat	equity	is	that	it	can	help	you	attract	and	retain	talented	employees.	People	who	are	passionate	about	your	business	and	are
willing	to	work	for	free	(or	for	very	little	pay)	are	often	the	most	talented	and	dedicated	employees	you	can	find.	They're	also	more	likely	to	stick	around	for	the	long	haul,	which	can	save	you	a	lot	of	money	in	turnover	costs	down	the	road.Of	course,	there	are	also	some	potential	drawbacks	to	using	sweat	equity.	One	of	the	biggest	is	that	it	can	create
resentment	among	your	paid	employees.	If	you	have	people	working	for	free	(or	for	very	little	pay),	it's	only	natural	that	your	paid	employees	will	start	to	feel	like	they're	being	taken	advantage	of.	This	can	lead	to	low	morale	and	high	turnover,	which	can	be	costly	for	your	business.Another	potential	downside	of	sweat	equity	is	that	it	can	give	people
too	much	ownership	in	your	business.	If	you	have	too	many	people	with	a	stake	in	your	business,	it	can	be	difficult	to	make	decisions	and	get	everyone	on	the	same	page.	This	can	lead	to	infighting	and	gridlock,	which	can	be	disastrous	for	a	young	business.So,	what's	the	bottom	line?	Is	sweat	equity	a	good	or	bad	thing	for	your	business?	Ultimately,	it
depends	on	your	specific	situation.	If	you're	careful	about	how	you	use	it,	sweat	equity	can	be	a	great	way	to	grow	your	business	without	breaking	the	bank.	But	if	you're	not	careful,	it	can	create	problems	down	the	road.If	your	goal	is	to	make	money,	becoming	an	entrepreneur	is	a	sucker's	bet.	Sure,	some	entrepreneurs	make	a	lot	of	money,	but	if
you	calculate	the	amount	of	stress-inducing	work	and	time	it	takes	and	multiply	that	by	the	low	likelihood	of	success	and	eventual	payoff,	it	is	not	a	great	way	to	get	rich.	Eric	Ries	5.	How	to	avoid	the	pitfalls	of	sweat	equity?	Sweat	equity	is	often	touted	as	a	great	way	to	get	started	in	real	estate	investing.	After	all,	what	could	be	better	than	using	your
own	sweat	and	elbow	grease	to	fix	up	a	property	and	then	selling	it	for	a	profit?There	are,	however,	some	potential	pitfalls	that	you	need	to	be	aware	of	before	you	jump	into	a	sweat	equity	deal.The	first	pitfall	is	that	you	could	end	up	putting	more	money	into	the	property	than	you	originally	planned.	This	is	especially	true	if	you're	not	experienced	in
home	renovation	and	you	underestimate	the	cost	of	materials	and	labor.Another	potential	problem	is	that	the	property	could	take	longer	to	sell	than	you	anticipated.	This	could	eat	into	your	profits	or	even	result	in	a	loss	if	you're	carrying	a	mortgage	on	the	property.You	also	need	to	be	aware	of	the	potential	legal	implications	of	sweat	equity.	If	you're
working	on	the	property	with	someone	else,	make	sure	that	you	have	a	written	agreement	in	place	that	outlines	each	person's	responsibilities.	This	will	help	avoid	any	disagreements	down	the	road.Finally,	be	realistic	about	the	amount	of	time	and	effort	that	you're	willing	to	put	into	a	sweat	equity	project.	It's	not	going	to	be	a	quick	and	easy	process.
If	you're	not	prepared	to	put	in	the	work,	it's	probably	not	worth	getting	involved.Sweat	equity	can	be	a	great	way	to	get	started	in	real	estate	investing,	but	it's	important	to	be	aware	of	the	potential	pitfalls	before	you	jump	in.	By	being	realistic	about	the	costs,	time	commitment,	and	legal	implications,	you	can	avoid	any	surprises	down	the	road.	6.
When	is	sweat	equity	a	good	idea?	Whether	or	not	to	accept	sweat	equity	in	exchange	for	work	is	a	decision	that	should	be	made	on	a	case-by-case	basis.	Here	are	some	factors	to	consider	when	making	your	decision.The	first	thing	to	consider	is	the	amount	of	sweat	equity	being	offered.	If	it	is	a	small	amount,	it	may	not	be	worth	your	time	and	effort.
However,	if	it	is	a	significant	amount,	it	could	be	worth	considering.Another	thing	to	consider	is	the	company's	stage	of	development.	If	the	company	is	just	starting	out,	there	is	a	higher	risk	that	it	will	not	be	successful.	However,	if	the	company	is	already	established	and	growing,	the	risk	is	lower.Another	factor	to	consider	is	the	type	of	work	you	will
be	doing.	If	you	are	going	to	be	doing	grunt	work	or	menial	tasks,	it	is	probably	not	worth	your	time.	However,	if	you	are	going	to	be	working	on	something	that	you	are	passionate	about	and	that	has	the	potential	to	impact	the	company's	success,	it	may	be	worth	considering.The	last	thing	to	consider	is	the	company's	culture.	If	the	company	has	a
good	culture	and	you	feel	like	you	would	fit	in	well,	it	may	be	worth	considering.	However,	if	the	company	has	a	poor	culture	or	you	feel	like	you	would	not	fit	in,	it	is	probably	not	worth	your	time.In	general,	sweat	equity	is	a	good	idea	if	the	company	is	established	and	growing,	you	are	going	to	be	working	on	something	you	are	passionate	about,	and
the	company	has	a	good	culture.	However,	you	should	always	weigh	the	pros	and	cons	of	each	situation	before	making	a	decision.FasterCapital	introduces	you	to	angels	and	VCs	through	warm	introductions	with	90%	response	rate	7.	When	is	sweat	equity	a	bad	idea?	There	are	many	benefits	to	sweat	equity	-	it	can	help	reduce	the	cost	of	a	project,
build	morale	and	team	spirit,	and	create	a	sense	of	ownership.	However,	there	are	also	some	potential	drawbacks	to	consider	before	deciding	if	sweat	equity	is	right	for	your	business.One	of	the	main	disadvantages	of	sweat	equity	is	that	it	can	create	a	sense	of	entitlement	among	employees.	If	employees	feel	that	they	are	entitled	to	a	share	of	the
company	because	they	have	put	in	extra	work,	they	may	be	less	likely	to	work	hard	in	the	future.	This	can	lead	to	a	decline	in	productivity	and	morale.Another	potential	problem	with	sweat	equity	is	that	it	can	give	employees	a	false	sense	of	ownership.	If	employees	think	they	own	a	share	of	the	company,	they	may	be	less	likely	to	take	direction	from
management	or	follow	company	policies.	This	can	create	conflict	and	disharmony	within	the	workplace.Finally,	sweat	equity	can	also	be	difficult	to	manage.	It	can	be	hard	to	keep	track	of	who	has	done	what,	and	how	much	they	should	be	compensated.	This	can	lead	to	arguments	and	resentment	among	employees.If	you're	considering	offering	sweat
equity	to	your	employees,	weigh	the	pros	and	cons	carefully.	Make	sure	you	have	a	plan	in	place	to	manage	it	effectively,	and	be	prepared	for	the	potential	problems	that	could	arise.FasterCapital	helps	you	in	conducting	feasibility	studies,	getting	access	to	market	and	competitors'	data,	and	preparing	your	pitching	documents	8.	How	to	get	the	most
out	of	sweat	equity?	Sweat	equity	is	a	great	way	to	get	involved	in	a	company	or	project	without	having	to	put	any	money	down.	It	can	also	be	a	way	to	get	more	equity	in	a	company	or	project	than	you	would	otherwise	have.	However,	there	are	also	some	potential	downsides	to	sweat	equity	that	you	should	be	aware	of	before	you	decide	to	take
advantage	of	it.One	of	the	potential	downsides	of	sweat	equity	is	that	it	can	dilute	the	ownership	of	a	company	or	project.	This	is	because	when	you	contribute	sweat	equity,	you	are	essentially	giving	up	a	portion	of	your	future	ownership	stake	in	the	company	or	project	in	exchange	for	your	work.	This	can	be	a	problem	if	the	company	or	project	is
successful	and	you	end	up	with	less	ownership	than	you	would	have	otherwise	had.Another	potential	downside	of	sweat	equity	is	that	it	can	be	difficult	to	value.	This	is	because	sweat	equity	is	not	a	traditional	asset	like	cash	or	stock.	As	such,	it	can	be	difficult	to	determine	how	much	your	sweat	equity	is	actually	worth.	This	can	make	it	difficult	to
negotiate	a	fair	price	for	your	work	if	you	ever	decide	to	sell	your	stake	in	the	company	or	project.Finally,	it	is	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	you	may	be	required	to	pay	for	materials	or	services	that	you	use	in	order	to	contribute	your	sweat	equity.	This	can	make	it	more	expensive	than	you	initially	thought
and	may	not	be	worth	it	in	the	end.Despite	these	potential	downsides,	sweat	equity	can	still	be	a	great	way	to	get	involved	in	a	company	or	project.	Just	be	sure	that	you	understand	the	risks	involved	before	you	decide	to	take	advantage	of	it.	9.	How	to	make	sure	your	sweat	equity	investment	pays	off?	Assuming	you	would	like	a	blog	titled	"How	to
Make	Sure	Your	Sweat	Equity	Investment	Pays	Off":	You've	finally	taken	the	plunge.	After	years	of	thinking	about	it,	you're	going	to	buy	a	fixer-upper.	You're	going	to	put	in	the	elbow	grease	to	make	it	your	own	and	turn	it	into	the	home	of	your	dreams.	Congratulations!Now,	the	real	work	begins.	It's	important	to	approach	your	sweat	equity
investment	with	caution	and	a	clear	plan	to	ensure	that	it	pays	off	in	the	end.	Here	are	a	few	tips:1.	Do	your	researchBefore	you	start	tearing	down	walls,	it's	important	to	do	your	research	and	develop	a	clear	plan.	What	kind	of	repairs	and	renovations	are	you	planning?	What	will	they	cost?	How	much	value	will	they	add	to	your	home?	It's	important
to	have	realistic	expectations	and	a	clear	budget	before	you	start	any	work.2.	Get	professional	helpIf	you're	not	sure	where	to	start	or	what	needs	to	be	done,	it's	a	good	idea	to	get	professional	help.	An	experienced	real	estate	agent	can	give	you	an	idea	of	what	repairs	and	renovations	are	most	likely	to	pay	off	in	your	area.	A	contractor	can	help	you
estimate	the	cost	of	the	work	that	needs	to	be	done.3.	Don't	overdo	itIt's	important	to	remember	that	you	are	investing	in	a	home,	not	a	showpiece.	You	don't	need	to	go	overboard	with	the	renovations.	Stick	to	repairs	and	upgrades	that	are	necessary	and	will	add	value	to	your	home.	Avoid	anything	that	is	purely	cosmetic	or	that	would	be	considered
a	luxury.4.	Be	patientIt	takes	time	to	see	the	results	of	your	sweat	equity	investment.	Don't	expect	to	see	an	immediate	return	on	your	investment.	It	may	take	months	or	even	years	to	see	the	full	value	of	your	work.	But	if	you're	patient	and	strategic,	your	sweat	equity	investment	will	pay	off	in	the	end.How	to	make	sure	your	sweat	equity	investment
pays	off	-	The	pros	and	cons	of	sweat	equity	Its	a	tale	as	old	as	time.	A	startup	founder	has	an	idea	and,	over	the	course	of	many	sleepless	nights,	early	mornings	and	missed	holidays,	they	pour	blood,	sweat	and	tears	into	bringing	their	startup	dream	to	life.This	is	a	familiar	story	for	many	New	Zealand	startup	founders	and	early-stage	employees	who
lovingly	pour	their	everything	into	a	business,	hoping	to	catch	a	break.	Below	we	shed	light	on	how	sweat	equity	can	play	a	key	part	in	equity	ownership,	employee	incentives,	and	wealth	creation	to	help	a	company	succeed.What	is	sweat	equity?According	to	LegalVision,	sweat	equity	is	an	arrangement	startup	businesses	can	use	to	help	fund	their
business	operations.	While	sweat	equity	can	refer	to	physical	labour,	it	can	also	refer	to	services	carried	out,	the	mental	effort,	skills	and	time	spent	helping	grow	a	business.In	an	early-stage	start-up	business,	this	could	look	like	start-up	founders	and	early-stage	employees	being	compensated	for	their	hard	work	with	a	lower-than-market-value	salary
(or	no	salary	at	all)	for	a	set	period	of	time	in	return	for	equity	in	the	company.	This	sweat	equity	typically	vests	for	a	three	to	four-year	timeframe	while	the	employee	is	employed	by	the	business.	Once	the	vesting	period	is	reached	or	key	performance	milestones	are	met,	the	employee	secures	equity	in	the	business.	For	non-founder	employees	this
arrangement	enables	employees	to	own	an	early	stake	in	a	rising	startup	company,	with	the	potential	for	high	financial	returns	if	the	company	succeeds	and	is	acquired	privately	or	goes	public.What	part	does	sweat	equity	play	in	a	companys	growth?The	sweat	equity	that	employees	and	advisors	can	bring	to	an	early-stage	business	is	invaluable.	It	is	a
cost-effective	way	for	early-stage	companies	to	attract,	incentivise	and	retain	top	talent.What	to	be	aware	of	when	receiving	sweat	equityThere	are	several	considerations	that	both	employees	and	advisors	should	be	aware	of	when	considering	sweat	equity.Loss	of	value:	The	greatest	risk	when	working	for	sweat	equity	in	a	start-up	is	that	the	final
value	of	equity	in	the	company	may	be	less	than	the	time	and	effort	put	in.	If	the	company	fails,	this	could	make	the	equity	in	the	business	worthless.Liquidity:	Another	key	consideration	for	a	sweat	equity	employee	is	the	liquidity	of	their	equity/shares.	Until	a	company	matures,	raising	capital	from	institution-type	investors	or	goes	public,	it	may	be
difficult	for	the	employee	to	sell	their	equity	in	the	business	via	a	secondary	transaction.Short-term	finances:	Earning	a	below-market	salary	in	exchange	for	sweat	equity	can	significantly	impact	an	employees	short-term	personal	finances.	Before	entering	into	a	sweat	equity	agreement,	we	encourage	you	to	talk	to	a	financial	advisor	to	determine	how
this	will	affect	your	personal	financial	goals.Legal:	Before	entering	into	a	sweat	equity	agreement,	consult	a	financial	and	legal	advisor.	They	can	review	the	documents	with	you	and	ensure	that	you	fully	understand	the	agreement,	including	what	happens	if	you	leave	the	businessTax:	Depending	on	several	factors,	employees	are	likely	to	have	to	pay
income	tax	on	the	proceeds	from	the	future	sale	of	shares.	Make	sure	you	understand	what	future	tax	obligations	may	be	before	jumping	into	a	sweat	equity	agreement.The	benefits	of	sweat	equityThere	are	multiple	benefits	to	having	sweat	equity	in	a	company.	Not	only	is	it	a	great	way	for	companies	to	reward	early-stage	employees	or	advisors,	but
it	also	provides	them	with	the	opportunity	to	be	part	of	a	fast-growing	sector	with	the	potential	for	higher	mid-term	financial	returns.Sectors	such	as	software	as	a	service	(Saas)	are	projected	to	grow	significantly	over	the	next	few	years.	Globally,	Saas	is	forecast	to	grow	from	US$3	trillion	to	US$10	trillion	by	2030.	While	locally,	New	Zealands	Saas
market	accounts	for	about	0.1%	of	the	total	market	with	reports	estimating	it	could	be	worth	nearly	NZ$14	billion	by	2023.	For	employees,	sweat	equity	in	sectors	such	as	Saas	provides	them	with	a	low-cost,	low-barrier	entry	into	a	fast-growing	sector.In	addition	to	investment	exposure,	sweat	equity	can	provide	an	employee	with	mid-term	financial
benefits	when	the	company	is	eventually	sold,	raises	capital,	or	goes	public.	An	example	of	a	strong	sweat	equity	return	on	investment	is	New	Zealand	business	Vend,	a	cloud-based	point-of-sale	and	retail	management	software	company	that	was	founded	in	2010.	Vend	went	on	to	sell	to	Canadian	company	Lightspeed	for	US$350	million	in	2021,
resulting	in	a	strong	return	on	investment	for	shareholders,	which	included	many	employees.Sweat	equity	from	a	companys	perspectiveSweat	equity	is	a	powerful,	cost-effective	and	flexible	incentive	tool	that	can	play	a	major	part	in	a	start-up's	early	success.	Offering	sweat	equity	can	be	a	smart	way	for	companies	to	reduce	cash	burn	during	the
early	years	of	a	business	while	also	helping	incentivise	and	retain	key	talent.	After	all,	if	an	employee	has	skin	in	the	game,	so	to	speak,	they	are	far	more	likely	to	stay	loyal	to	the	company.	Aligning	key	staff	with	investors	can	also	be	attractive	to	future	investors	if	the	company	chooses	to	raise	capital	at	a	later	date.Managing	sweat	equity	doesnt
have	to	be	complicated	for	companies.	Orchestra	helps	companies	and	employees	actively	track	their	equity	and	cap	tables	in	real	time.	Orchestras	simple-to-use	platform	allows	employees	to	track	vesting,	exercise	options	and	model	their	net	worth	over	a	period	of	time.	For	companies,	Orchestra	is	a	secure	platform	where	their	share	registry,
financial	data	and	investor	communications	are	securely	safeguarded.There	are	several	factors	that	companies	and	sweat	equity	employees	should	consider	and	discuss	before	entering	into	an	agreement.	These	include:Voting	rights:	Whether	the	sweat	equity	employees	will	have	the	right	to	vote	at	shareholder	meetingsDividends:	The	right	to
dividends	should	also	be	discussedTax:	Finally,	a	company	should	also	be	aware	of	its	obligations	to	pay	PAYE	tax	on	sweat	equity	employees	equity.Learn	more	about	how	Orchestra	can	help	you	take	control	of	your	equity	here.	The	term	sweat	equity	refers	to	a	person	or	company's	contribution	toward	a	business	venture	or	other	project.	Sweat
equity	is	generally	not	monetary	and,	in	most	cases,	comes	in	the	form	of	physical	labor,	mental	effort,	and	time.	Sweat	equity	is	commonly	found	in	real	estate	and	the	construction	industry,	as	well	as	in	the	corporate	worldespecially	for	startups.	Sweat	equity	is	the	unpaid	labor	employees	and	cash-strapped	entrepreneurs	put	into	a
project.Homeowners	and	real	estate	investors	can	use	sweat	equity	to	do	repairs	and	maintenance	on	their	own	rather	than	pay	for	traditional	labor.In	startups,	owners	and	employees	typically	accept	salaries	that	are	below	their	market	values	in	return	for	a	stake	in	the	company.Working	for	sweat	equity	comes	with	more	risk	than	a	conventional
salary,	but	higher	upsides	if	the	company	succeeds.In	rent-to-own	situations,	some	landlords	may	allow	renters	to	gain	equity	by	performing	repairs	or	maintenance	that	would	otherwise	be	the	responsibility	of	the	landlord.	Sweat	equity	originally	referred	to	the	value-enhancing	improvements	generated	from	the	sweat	of	one's	brow.	So	when	people
say	they	use	sweat	equity,	they	mean	their	physical	labor,	mental	capacity,	and	time	to	boost	the	value	of	a	specific	project	or	venture.	The	term	is	commonly	used	in	the	real	estate	and	construction	industries.	Sweat	equity	can	be	used	by	homeowners	to	lower	the	cost	of	homeownership.	Real	estate	investors	who	flip	houses	for	profit	can	also	use
sweat	equity	to	their	advantage	by	doing	repairs	and	renovations	on	properties	before	putting	them	on	the	market.	Paying	carpenters,	painters,	and	contractors	can	get	extremely	pricey,	so	a	do-it-yourself	renovation	using	sweat	equity	can	be	profitable	when	it	comes	time	to	sell.	Sweat	equity	is	also	an	important	part	of	the	corporate	world,	creating
value	from	the	effort	and	toil	contributed	by	a	companys	owners	and	employees.	In	cash-strapped	startups,	owners	and	employees	typically	accept	salaries	that	are	below	their	market	values	in	return	for	a	stake	in	the	company,	which	they	hope	to	profit	from	when	the	business	is	eventually	sold.	Cash-strapped	businesses	may	provide	compensation
for	an	employee's	sweat	equity	in	another	form	such	as	shares	in	the	company.	When	individuals	contribute	labor,	expertise,	or	time	to	a	venture	in	exchange	for	ownership	rather	than	a	paycheck,	there	are	ways	to	formalize	the	arrangement.	This	type	of	legal	document	outlines	the	terms	under	which	equity	is	granted	and	should	clearly	specify	any
type	of	equity	split,	including	how	much	ownership	the	contributor	will	receive	and	when	it	will	be	issued.	It	should	also	detail	the	vesting	schedule,	which	dictates	how	equity	is	earned	over	time;	for	example,	someone	may	not	receive	something	until	they	hit	a	six-month	benchmark.	In	addition,	any	type	of	agreement	should	include	performance
benchmarks,	such	as	hitting	revenue	goals	or	completing	specific	milestones,	which	can	serve	as	conditions	for	equity	allocation.	For	example,	someone	may	not	receive	compensation	until	a	certain	sales	target	is	hit;	at	that	point,	they	may	receive	equity	or	a	cash	bonus.	Formalizing	sweat	equity	arrangements	provides	a	clear	record	for	tax	and	legal
purposes.	Without	written	documentation,	it	becomes	difficult	to	prove	the	terms	of	the	agreement,	which	can	lead	to	serious	disputes	if	the	company	succeeds	or	fails.	Even	though	no	money	may	be	getting	exchanged,	that	only	makes	it	more	important	that	particular	metrics	or	items	above	are	written	down	and	agreed	to	in	advance	of	sweat	equity
being	contributed.	In	many	cases,	people	have	to	use	sweat	equitytheir	time	and	effortto	contribute	to	the	success	of	a	company.	That's	because	there's	very	little	capital	to	pay	salaries.	Unless	you're	the	owner,	everyone	expects	to	be	paid	for	their	time	and	energy.	After	all,	no	one	wants	to	work	for	free.	While	a	company	may	not	yet	have	enough
capital	to	pay	its	employees,	it	can	provide	compensation	in	other	forms.	For	instance,	startups	may	provide	key	employees	with	an	equity	stake	in	the	company.	Other,	more	established	companies	may	provide	their	employees	with	shares	in	the	corporation	as	a	reward	for	their	sweat	equity.	Sweat	equity	is	also	used	within	personal	finance	where,
instead	of	paying	money	to	someone	to	do	something,	you	do	it	yourself.	One	way	to	contribute	sweat	equity	is	to	paint	your	own	house	instead	of	contracting	that	job	out.	Habitat	for	Humanity	homeowners	must	contribute	from	200	to	400	hours	of	labor	to	build	their	own	homes	as	well	as	those	of	their	neighbors	before	they	can	move	in.	Besides
increasing	home	affordability,	the	program	also	gives	homeowners	a	sense	of	accomplishment	and	pride	in	their	community.	Sweat	equity	can	also	be	found	in	the	relationship	between	landlords	and	their	tenants.	In	exchange	for	maintenance	work,	building	owners	and	landlords	may	provide	an	equity	stake	in	the	property	or,	in	the	case	of	a



superintendent,	free	housing.	What	about	the	business	world?	Let's	say	an	entrepreneur	who	invested	$100,000	in	their	start-up	sells	a	25%	stake	to	an	angel	investor	for	$500,000,	which	gives	the	business	a	valuation	of	$2	million	or	$500,000	0.25.	Their	sweat	equity	is	the	increase	in	the	value	of	the	initial	investment,	from	$100,000	to	$1.5	million,
or	$1.4	million.	Shares	may	be	issued	at	a	discount	to	directors	and	employees	to	retain	talent,	while	performance	shares	are	awarded	if	certain	specified	measures	are	met,	such	as	an	earnings	per	share	(EPS)	target,	return	on	equity	(ROE),	or	the	total	return	of	the	company's	stock	in	relation	to	an	index.	Typically,	performance	periods	are	over	a
multiyear	time	horizon.	For	instance,	private	equity	(PE)	firms	may	reserve	a	significant	minority	stake	in	acquired	companies	to	incentivize	management	and	align	their	interests	with	the	PE	investors.	New	businesses	generally	determine	their	valuation	based	on	the	sale	of	equity	capital.	For	example,	if	an	investor	provides	$1	million	for	a	20%
equity	stake,	the	company	would	be	worth	$5	million.	Valuing	a	company	can	be	more	complicated	without	equity	funding,	in	which	case	accountants	will	use	the	company's	existing	assets,	brands,	and	the	value	of	similar	companies	to	estimate	the	total	value	of	a	company's	equity.	In	homes	or	other	types	of	construction,	sweat	equity	is	based	on	the
increase	in	a	property's	value	that	can	be	attributed	to	the	owner's	work,	which	would	otherwise	be	paid	out	to	professional	contractors.	For	example,	if	you	buy	a	starter	for	$100,000,	perform	repairs,	and	sell	it	for	$150,000,	your	sweat	equity	would	cost	$50,000,	less	the	cost	of	any	tools,	materials,	or	other	expenses.	The	biggest	downside	of	sweat
equity	is	the	risk	that	the	final	value	of	your	equity	might	be	worth	less	than	the	work	you	put	in.	For	new	companies,	workers	take	the	risk	that	the	company	might	fail,	making	their	sweat	equity	worthless.	Likewise,	homeowners	who	perform	their	own	construction	assume	the	risks	of	poor	workmanship	that	would	otherwise	fall	to	their	contractors.
If	you	make	significant	improvements	to	your	home,	you	may	be	able	to	exclude	any	profit	that	can	be	attributed	to	sweat	equity,	such	as	construction,	plumbing,	or	electrical	work,	when	you	sell	the	home.	You	add	the	cost	of	home	improvements,	including	costs	for	material	and	labor	except	your	own	labor,	to	the	tax	basis	of	your	home.	Increasing
the	basis	reduces	the	taxable	amount	of	your	profit.	The	IRS	considers	sweat	equity	to	be	a	form	of	income.	This	means	that	if	an	employee	receives	part	of	their	compensation	in	sweat	equity,	that	equity	must	be	included	in	the	employee's	gross	income	and	can	be	taxed	as	such.	Sweat	equity	refers	to	the	value	of	work	performed	in	lieu	of	payment.
Homeowners	can	build	sweat	equity	by	making	their	own	repairs,	rather	than	hiring	a	contractor.	In	a	business,	owners	and	employees	may	receive	part	of	their	compensation	in	sweat	equity	rather	than	a	conventional	salary.	When	it	comes	to	business,	the	term	sweat	equity	refers	to	the	value	of	a	persons	work	that	is	not	compensated	with
monetary	wages.	In	other	words,	its	the	extra	effort	that	an	individual	puts	into	their	job	above	and	beyond	what	they	are	paid	for.For	example,let's	say	you	own	a	small	business	and	you	cant	afford	to	pay	your	employees	for	all	the	overtime	they	put	in.	So	instead,	you	offer	them	a	percentage	of	the	company's	profits	as	compensation.	This	is	an
example	of	sweat	equity.The	term	is	often	used	in	startup	companies	where	the	founders	offer	a	percentage	of	ownership	in	exchange	for	someones	sweat	equity.	This	is	a	way	to	attract	top	talent	without	having	to	pay	them	a	large	salary	upfront.There	are	both	advantages	and	disadvantages	to	offering	sweat	equity	as	compensation.let's	take	a	look
at	some	of	the	pros	and	cons:Pros	of	Sweat	Equity1.	Its	a	way	to	attract	top	talent.If	you're	a	startup	company	with	a	limited	budget,	offering	sweat	equity	can	be	a	great	way	to	attract	top	talent.	People	are	often	more	motivated	to	work	hard	when	they	have	a	stake	in	the	company's	success.2.	It	can	save	you	money.Offering	sweat	equity	instead	of
monetary	compensation	can	save	you	a	lot	of	money,	especially	in	the	early	stages	of	a	company's	development.	This	can	give	you	more	financial	flexibility	to	invest	in	other	areas	of	your	business.3.	It	can	create	a	sense	of	loyalty.People	who	have	a	stake	in	the	company's	success	are	more	likely	to	be	loyal	to	the	company	and	stick	around	for	the	long
haul.	This	can	be	beneficial	for	businesses	that	want	to	build	a	strong	team	of	employees.Cons	of	Sweat	Equity1.	It	can	create	resentment.If	employees	feel	like	they	are	working	harder	than	others	and	not	being	fairly	compensated,	it	can	lead	to	resentment	and	turnover.	Its	important	to	make	sure	everyone	understands	the	terms	of	the	sweat	equity
agreement	and	feels	like	its	fair.2.	It	can	lead	to	legal	problems.If	not	handled	correctly,	offering	sweat	equity	can	lead	to	legal	problems.	For	example,	if	you	offer	someone	sweat	equity	and	then	they	leave	the	company,	they	may	be	entitled	to	a	portion	of	the	company's	profits.	Make	sure	you	consult	with	an	attorney	before	offering	sweat	equity	to
avoid	any	legal	issues	down	the	road.3.	It	can	be	difficult	to	value.One	of	the	challenges	with	sweat	equity	is	that	it	can	be	difficult	to	put	a	monetary	value	on	it.	This	can	make	it	difficult	to	keep	track	of	who	owns	what	percentage	of	the	company.	You	may	want	to	consider	hiring	a	valuation	expert	to	help	you	determine	the	value	of	sweat	equity.What
is	sweat	equity	-	The	pros	and	cons	of	sweat	equity	2.	The	pros	of	sweat	equity	There	are	many	reasons	why	someone	might	choose	to	take	on	sweat	equity	in	lieu	of	cash	for	their	startup	business.	The	most	common	reason	is	that	the	person	does	not	have	the	cash	on	hand	to	pay	for	all	the	startup	costs.	If	this	is	the	case,	then	taking	on	sweat	equity
can	be	a	great	way	to	get	your	business	off	the	ground	without	having	to	take	on	any	debt.Another	reason	to	take	on	sweat	equity	is	that	it	can	help	to	attract	other	investors.	If	you	can	show	that	you	are	willing	to	put	some	skin	in	the	game,	it	can	make	your	business	more	attractive	to	outside	investors.Finally,	taking	on	sweat	equity	can	also	help	to
ensure	that	you	are	fully	committed	to	your	business.	If	you	are	putting	your	own	time	and	effort	into	the	business,	it	can	be	a	great	motivator	to	make	sure	that	the	business	is	successful.Of	course,	there	are	also	some	downsides	to	taking	on	sweat	equity.	The	most	obvious	downside	is	that	you	will	not	have	any	cash	coming	in	from	the	business	until
it	is	successful.	This	can	be	a	risky	proposition,	especially	if	you	are	not	confident	in	the	businesss	chances	of	success.Another	downside	is	that	you	will	likely	have	less	control	over	the	business	than	if	you	were	the	sole	owner.	This	is	because	you	will	likely	have	to	give	up	some	control	in	order	to	attract	other	investors.Finally,	it	is	important	to
remember	that	taking	on	sweat	equity	is	not	right	for	everyone.	If	you	are	not	comfortable	with	the	risks,	then	it	might	not	be	the	best	option	for	you.Overall,	taking	on	sweat	equity	can	be	a	great	way	to	get	your	business	off	the	ground	without	having	to	take	on	any	debt.	However,	it	is	important	to	remember	that	there	are	also	some	risks	involved.
Be	sure	to	weigh	all	of	the	pros	and	cons	before	making	a	decision	about	whether	or	not	to	take	on	sweat	equity	for	your	startup	business.	3.	The	cons	of	sweat	equity	When	it	comes	to	business,	the	phrase	"sweat	equity"	is	often	used	to	describe	the	value	that	a	business	owner	or	entrepreneur	has	invested	into	their	company.	This	can	include
anything	from	the	time	and	energy	spent	developing	and	growing	the	business	to	the	financial	resources	used	to	get	it	off	the	ground.While	sweat	equity	can	be	a	great	way	to	get	a	business	started,	there	are	also	some	potential	drawbacks	that	should	be	considered.One	of	the	biggest	potential	problems	with	sweat	equity	is	that	it	can	create	an
uneven	playing	field	within	a	company.	This	is	because	the	value	of	sweat	equity	can	vary	greatly	from	person	to	person.	For	example,	someone	who	has	a	lot	of	experience	in	business	may	have	a	lot	more	to	offer	in	terms	of	sweat	equity	than	someone	who	is	just	starting	out.This	can	lead	to	tension	and	conflict	within	a	company	if	not	managed
properly.Another	potential	downside	of	sweat	equity	is	that	it	can	often	be	used	as	a	way	to	avoid	paying	employees	fair	wages.	This	is	because	the	value	of	sweat	equity	is	often	not	taken	into	account	when	calculating	salaries	and	wages.	This	can	create	an	environment	where	employees	feel	undervalued	and	underpaid,	which	can	lead	to	turnover
and	other	problems.Finally,	it's	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	business	owners	may	be	required	to	invest	their	own	money	into	the	business	in	order	to	get	it	started.	This	can	be	a	risky	proposition,	especially	if	the	business	is	not	successful.Overall,	sweat	equity	can	be	a	great	way	to	get	a	business	started.
However,	there	are	also	some	potential	drawbacks	that	should	be	considered	before	using	it	as	a	primary	source	of	funding.FasterCapital	can	help	you	by	working	on	building	your	product	and	covering	50%	of	the	costs	4.	How	to	maximize	the	benefits	of	sweat	equity?	Benefits	of	using	sweat	equityThere's	no	denying	that	sweat	equity	is	a	powerful
tool	to	help	grow	a	business.	But	like	any	tool,	it	has	its	pros	and	cons.	Here's	a	look	at	some	of	the	key	considerations	to	keep	in	mind	when	deciding	whether	or	not	to	use	sweat	equity	to	help	grow	your	business.The	biggest	pro	of	sweat	equity	is	that	it	doesn't	cost	anything.	If	you're	able	to	get	people	to	work	for	you	for	free,	it's	essentially	like
getting	free	labor.	And	that	can	be	a	huge	help	when	you're	trying	to	grow	a	business	on	a	tight	budget.Another	pro	of	sweat	equity	is	that	it	can	help	you	attract	and	retain	talented	employees.	People	who	are	passionate	about	your	business	and	are	willing	to	work	for	free	(or	for	very	little	pay)	are	often	the	most	talented	and	dedicated	employees	you
can	find.	They're	also	more	likely	to	stick	around	for	the	long	haul,	which	can	save	you	a	lot	of	money	in	turnover	costs	down	the	road.Of	course,	there	are	also	some	potential	drawbacks	to	using	sweat	equity.	One	of	the	biggest	is	that	it	can	create	resentment	among	your	paid	employees.	If	you	have	people	working	for	free	(or	for	very	little	pay),	it's
only	natural	that	your	paid	employees	will	start	to	feel	like	they're	being	taken	advantage	of.	This	can	lead	to	low	morale	and	high	turnover,	which	can	be	costly	for	your	business.Another	potential	downside	of	sweat	equity	is	that	it	can	give	people	too	much	ownership	in	your	business.	If	you	have	too	many	people	with	a	stake	in	your	business,	it	can
be	difficult	to	make	decisions	and	get	everyone	on	the	same	page.	This	can	lead	to	infighting	and	gridlock,	which	can	be	disastrous	for	a	young	business.So,	what's	the	bottom	line?	Is	sweat	equity	a	good	or	bad	thing	for	your	business?	Ultimately,	it	depends	on	your	specific	situation.	If	you're	careful	about	how	you	use	it,	sweat	equity	can	be	a	great
way	to	grow	your	business	without	breaking	the	bank.	But	if	you're	not	careful,	it	can	create	problems	down	the	road.If	your	goal	is	to	make	money,	becoming	an	entrepreneur	is	a	sucker's	bet.	Sure,	some	entrepreneurs	make	a	lot	of	money,	but	if	you	calculate	the	amount	of	stress-inducing	work	and	time	it	takes	and	multiply	that	by	the	low
likelihood	of	success	and	eventual	payoff,	it	is	not	a	great	way	to	get	rich.	Eric	Ries	5.	How	to	avoid	the	pitfalls	of	sweat	equity?	Sweat	equity	is	often	touted	as	a	great	way	to	get	started	in	real	estate	investing.	After	all,	what	could	be	better	than	using	your	own	sweat	and	elbow	grease	to	fix	up	a	property	and	then	selling	it	for	a	profit?There	are,
however,	some	potential	pitfalls	that	you	need	to	be	aware	of	before	you	jump	into	a	sweat	equity	deal.The	first	pitfall	is	that	you	could	end	up	putting	more	money	into	the	property	than	you	originally	planned.	This	is	especially	true	if	you're	not	experienced	in	home	renovation	and	you	underestimate	the	cost	of	materials	and	labor.Another	potential
problem	is	that	the	property	could	take	longer	to	sell	than	you	anticipated.	This	could	eat	into	your	profits	or	even	result	in	a	loss	if	you're	carrying	a	mortgage	on	the	property.You	also	need	to	be	aware	of	the	potential	legal	implications	of	sweat	equity.	If	you're	working	on	the	property	with	someone	else,	make	sure	that	you	have	a	written	agreement
in	place	that	outlines	each	person's	responsibilities.	This	will	help	avoid	any	disagreements	down	the	road.Finally,	be	realistic	about	the	amount	of	time	and	effort	that	you're	willing	to	put	into	a	sweat	equity	project.	It's	not	going	to	be	a	quick	and	easy	process.	If	you're	not	prepared	to	put	in	the	work,	it's	probably	not	worth	getting	involved.Sweat
equity	can	be	a	great	way	to	get	started	in	real	estate	investing,	but	it's	important	to	be	aware	of	the	potential	pitfalls	before	you	jump	in.	By	being	realistic	about	the	costs,	time	commitment,	and	legal	implications,	you	can	avoid	any	surprises	down	the	road.	6.	When	is	sweat	equity	a	good	idea?	Whether	or	not	to	accept	sweat	equity	in	exchange	for
work	is	a	decision	that	should	be	made	on	a	case-by-case	basis.	Here	are	some	factors	to	consider	when	making	your	decision.The	first	thing	to	consider	is	the	amount	of	sweat	equity	being	offered.	If	it	is	a	small	amount,	it	may	not	be	worth	your	time	and	effort.	However,	if	it	is	a	significant	amount,	it	could	be	worth	considering.Another	thing	to
consider	is	the	company's	stage	of	development.	If	the	company	is	just	starting	out,	there	is	a	higher	risk	that	it	will	not	be	successful.	However,	if	the	company	is	already	established	and	growing,	the	risk	is	lower.Another	factor	to	consider	is	the	type	of	work	you	will	be	doing.	If	you	are	going	to	be	doing	grunt	work	or	menial	tasks,	it	is	probably	not
worth	your	time.	However,	if	you	are	going	to	be	working	on	something	that	you	are	passionate	about	and	that	has	the	potential	to	impact	the	company's	success,	it	may	be	worth	considering.The	last	thing	to	consider	is	the	company's	culture.	If	the	company	has	a	good	culture	and	you	feel	like	you	would	fit	in	well,	it	may	be	worth	considering.
However,	if	the	company	has	a	poor	culture	or	you	feel	like	you	would	not	fit	in,	it	is	probably	not	worth	your	time.In	general,	sweat	equity	is	a	good	idea	if	the	company	is	established	and	growing,	you	are	going	to	be	working	on	something	you	are	passionate	about,	and	the	company	has	a	good	culture.	However,	you	should	always	weigh	the	pros	and
cons	of	each	situation	before	making	a	decision.FasterCapital	introduces	you	to	angels	and	VCs	through	warm	introductions	with	90%	response	rate	7.	When	is	sweat	equity	a	bad	idea?	There	are	many	benefits	to	sweat	equity	-	it	can	help	reduce	the	cost	of	a	project,	build	morale	and	team	spirit,	and	create	a	sense	of	ownership.	However,	there	are
also	some	potential	drawbacks	to	consider	before	deciding	if	sweat	equity	is	right	for	your	business.One	of	the	main	disadvantages	of	sweat	equity	is	that	it	can	create	a	sense	of	entitlement	among	employees.	If	employees	feel	that	they	are	entitled	to	a	share	of	the	company	because	they	have	put	in	extra	work,	they	may	be	less	likely	to	work	hard	in
the	future.	This	can	lead	to	a	decline	in	productivity	and	morale.Another	potential	problem	with	sweat	equity	is	that	it	can	give	employees	a	false	sense	of	ownership.	If	employees	think	they	own	a	share	of	the	company,	they	may	be	less	likely	to	take	direction	from	management	or	follow	company	policies.	This	can	create	conflict	and	disharmony
within	the	workplace.Finally,	sweat	equity	can	also	be	difficult	to	manage.	It	can	be	hard	to	keep	track	of	who	has	done	what,	and	how	much	they	should	be	compensated.	This	can	lead	to	arguments	and	resentment	among	employees.If	you're	considering	offering	sweat	equity	to	your	employees,	weigh	the	pros	and	cons	carefully.	Make	sure	you	have
a	plan	in	place	to	manage	it	effectively,	and	be	prepared	for	the	potential	problems	that	could	arise.FasterCapital	helps	you	in	conducting	feasibility	studies,	getting	access	to	market	and	competitors'	data,	and	preparing	your	pitching	documents	8.	How	to	get	the	most	out	of	sweat	equity?	Sweat	equity	is	a	great	way	to	get	involved	in	a	company	or
project	without	having	to	put	any	money	down.	It	can	also	be	a	way	to	get	more	equity	in	a	company	or	project	than	you	would	otherwise	have.	However,	there	are	also	some	potential	downsides	to	sweat	equity	that	you	should	be	aware	of	before	you	decide	to	take	advantage	of	it.One	of	the	potential	downsides	of	sweat	equity	is	that	it	can	dilute	the
ownership	of	a	company	or	project.	This	is	because	when	you	contribute	sweat	equity,	you	are	essentially	giving	up	a	portion	of	your	future	ownership	stake	in	the	company	or	project	in	exchange	for	your	work.	This	can	be	a	problem	if	the	company	or	project	is	successful	and	you	end	up	with	less	ownership	than	you	would	have	otherwise
had.Another	potential	downside	of	sweat	equity	is	that	it	can	be	difficult	to	value.	This	is	because	sweat	equity	is	not	a	traditional	asset	like	cash	or	stock.	As	such,	it	can	be	difficult	to	determine	how	much	your	sweat	equity	is	actually	worth.	This	can	make	it	difficult	to	negotiate	a	fair	price	for	your	work	if	you	ever	decide	to	sell	your	stake	in	the
company	or	project.Finally,	it	is	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	you	may	be	required	to	pay	for	materials	or	services	that	you	use	in	order	to	contribute	your	sweat	equity.	This	can	make	it	more	expensive	than	you	initially	thought	and	may	not	be	worth	it	in	the	end.Despite	these	potential	downsides,	sweat
equity	can	still	be	a	great	way	to	get	involved	in	a	company	or	project.	Just	be	sure	that	you	understand	the	risks	involved	before	you	decide	to	take	advantage	of	it.	9.	How	to	make	sure	your	sweat	equity	investment	pays	off?	Assuming	you	would	like	a	blog	titled	"How	to	Make	Sure	Your	Sweat	Equity	Investment	Pays	Off":	You've	finally	taken	the
plunge.	After	years	of	thinking	about	it,	you're	going	to	buy	a	fixer-upper.	You're	going	to	put	in	the	elbow	grease	to	make	it	your	own	and	turn	it	into	the	home	of	your	dreams.	Congratulations!Now,	the	real	work	begins.	It's	important	to	approach	your	sweat	equity	investment	with	caution	and	a	clear	plan	to	ensure	that	it	pays	off	in	the	end.	Here
are	a	few	tips:1.	Do	your	researchBefore	you	start	tearing	down	walls,	it's	important	to	do	your	research	and	develop	a	clear	plan.	What	kind	of	repairs	and	renovations	are	you	planning?	What	will	they	cost?	How	much	value	will	they	add	to	your	home?	It's	important	to	have	realistic	expectations	and	a	clear	budget	before	you	start	any	work.2.	Get
professional	helpIf	you're	not	sure	where	to	start	or	what	needs	to	be	done,	it's	a	good	idea	to	get	professional	help.	An	experienced	real	estate	agent	can	give	you	an	idea	of	what	repairs	and	renovations	are	most	likely	to	pay	off	in	your	area.	A	contractor	can	help	you	estimate	the	cost	of	the	work	that	needs	to	be	done.3.	Don't	overdo	itIt's	important
to	remember	that	you	are	investing	in	a	home,	not	a	showpiece.	You	don't	need	to	go	overboard	with	the	renovations.	Stick	to	repairs	and	upgrades	that	are	necessary	and	will	add	value	to	your	home.	Avoid	anything	that	is	purely	cosmetic	or	that	would	be	considered	a	luxury.4.	Be	patientIt	takes	time	to	see	the	results	of	your	sweat	equity
investment.	Don't	expect	to	see	an	immediate	return	on	your	investment.	It	may	take	months	or	even	years	to	see	the	full	value	of	your	work.	But	if	you're	patient	and	strategic,	your	sweat	equity	investment	will	pay	off	in	the	end.How	to	make	sure	your	sweat	equity	investment	pays	off	-	The	pros	and	cons	of	sweat	equity	When	it	comes	to	business,
the	term	sweat	equity	refers	to	the	value	of	a	persons	work	that	is	not	compensated	with	monetary	wages.	In	other	words,	its	the	extra	effort	that	an	individual	puts	into	their	job	above	and	beyond	what	they	are	paid	for.For	example,let's	say	you	own	a	small	business	and	you	cant	afford	to	pay	your	employees	for	all	the	overtime	they	put	in.	So
instead,	you	offer	them	a	percentage	of	the	company's	profits	as	compensation.	This	is	an	example	of	sweat	equity.The	term	is	often	used	in	startup	companies	where	the	founders	offer	a	percentage	of	ownership	in	exchange	for	someones	sweat	equity.	This	is	a	way	to	attract	top	talent	without	having	to	pay	them	a	large	salary	upfront.There	are	both
advantages	and	disadvantages	to	offering	sweat	equity	as	compensation.let's	take	a	look	at	some	of	the	pros	and	cons:Pros	of	Sweat	Equity1.	Its	a	way	to	attract	top	talent.If	you're	a	startup	company	with	a	limited	budget,	offering	sweat	equity	can	be	a	great	way	to	attract	top	talent.	People	are	often	more	motivated	to	work	hard	when	they	have	a
stake	in	the	company's	success.2.	It	can	save	you	money.Offering	sweat	equity	instead	of	monetary	compensation	can	save	you	a	lot	of	money,	especially	in	the	early	stages	of	a	company's	development.	This	can	give	you	more	financial	flexibility	to	invest	in	other	areas	of	your	business.3.	It	can	create	a	sense	of	loyalty.People	who	have	a	stake	in	the
company's	success	are	more	likely	to	be	loyal	to	the	company	and	stick	around	for	the	long	haul.	This	can	be	beneficial	for	businesses	that	want	to	build	a	strong	team	of	employees.Cons	of	Sweat	Equity1.	It	can	create	resentment.If	employees	feel	like	they	are	working	harder	than	others	and	not	being	fairly	compensated,	it	can	lead	to	resentment
and	turnover.	Its	important	to	make	sure	everyone	understands	the	terms	of	the	sweat	equity	agreement	and	feels	like	its	fair.2.	It	can	lead	to	legal	problems.If	not	handled	correctly,	offering	sweat	equity	can	lead	to	legal	problems.	For	example,	if	you	offer	someone	sweat	equity	and	then	they	leave	the	company,	they	may	be	entitled	to	a	portion	of
the	company's	profits.	Make	sure	you	consult	with	an	attorney	before	offering	sweat	equity	to	avoid	any	legal	issues	down	the	road.3.	It	can	be	difficult	to	value.One	of	the	challenges	with	sweat	equity	is	that	it	can	be	difficult	to	put	a	monetary	value	on	it.	This	can	make	it	difficult	to	keep	track	of	who	owns	what	percentage	of	the	company.	You	may
want	to	consider	hiring	a	valuation	expert	to	help	you	determine	the	value	of	sweat	equity.What	is	sweat	equity	-	The	pros	and	cons	of	sweat	equity	2.	The	pros	of	sweat	equity	There	are	many	reasons	why	someone	might	choose	to	take	on	sweat	equity	in	lieu	of	cash	for	their	startup	business.	The	most	common	reason	is	that	the	person	does	not	have
the	cash	on	hand	to	pay	for	all	the	startup	costs.	If	this	is	the	case,	then	taking	on	sweat	equity	can	be	a	great	way	to	get	your	business	off	the	ground	without	having	to	take	on	any	debt.Another	reason	to	take	on	sweat	equity	is	that	it	can	help	to	attract	other	investors.	If	you	can	show	that	you	are	willing	to	put	some	skin	in	the	game,	it	can	make
your	business	more	attractive	to	outside	investors.Finally,	taking	on	sweat	equity	can	also	help	to	ensure	that	you	are	fully	committed	to	your	business.	If	you	are	putting	your	own	time	and	effort	into	the	business,	it	can	be	a	great	motivator	to	make	sure	that	the	business	is	successful.Of	course,	there	are	also	some	downsides	to	taking	on	sweat
equity.	The	most	obvious	downside	is	that	you	will	not	have	any	cash	coming	in	from	the	business	until	it	is	successful.	This	can	be	a	risky	proposition,	especially	if	you	are	not	confident	in	the	businesss	chances	of	success.Another	downside	is	that	you	will	likely	have	less	control	over	the	business	than	if	you	were	the	sole	owner.	This	is	because	you
will	likely	have	to	give	up	some	control	in	order	to	attract	other	investors.Finally,	it	is	important	to	remember	that	taking	on	sweat	equity	is	not	right	for	everyone.	If	you	are	not	comfortable	with	the	risks,	then	it	might	not	be	the	best	option	for	you.Overall,	taking	on	sweat	equity	can	be	a	great	way	to	get	your	business	off	the	ground	without	having
to	take	on	any	debt.	However,	it	is	important	to	remember	that	there	are	also	some	risks	involved.	Be	sure	to	weigh	all	of	the	pros	and	cons	before	making	a	decision	about	whether	or	not	to	take	on	sweat	equity	for	your	startup	business.	3.	The	cons	of	sweat	equity	When	it	comes	to	business,	the	phrase	"sweat	equity"	is	often	used	to	describe	the
value	that	a	business	owner	or	entrepreneur	has	invested	into	their	company.	This	can	include	anything	from	the	time	and	energy	spent	developing	and	growing	the	business	to	the	financial	resources	used	to	get	it	off	the	ground.While	sweat	equity	can	be	a	great	way	to	get	a	business	started,	there	are	also	some	potential	drawbacks	that	should	be
considered.One	of	the	biggest	potential	problems	with	sweat	equity	is	that	it	can	create	an	uneven	playing	field	within	a	company.	This	is	because	the	value	of	sweat	equity	can	vary	greatly	from	person	to	person.	For	example,	someone	who	has	a	lot	of	experience	in	business	may	have	a	lot	more	to	offer	in	terms	of	sweat	equity	than	someone	who	is
just	starting	out.This	can	lead	to	tension	and	conflict	within	a	company	if	not	managed	properly.Another	potential	downside	of	sweat	equity	is	that	it	can	often	be	used	as	a	way	to	avoid	paying	employees	fair	wages.	This	is	because	the	value	of	sweat	equity	is	often	not	taken	into	account	when	calculating	salaries	and	wages.	This	can	create	an
environment	where	employees	feel	undervalued	and	underpaid,	which	can	lead	to	turnover	and	other	problems.Finally,	it's	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	business	owners	may	be	required	to	invest	their	own	money	into	the	business	in	order	to	get	it	started.	This	can	be	a	risky	proposition,	especially	if	the
business	is	not	successful.Overall,	sweat	equity	can	be	a	great	way	to	get	a	business	started.	However,	there	are	also	some	potential	drawbacks	that	should	be	considered	before	using	it	as	a	primary	source	of	funding.FasterCapital	can	help	you	by	working	on	building	your	product	and	covering	50%	of	the	costs	4.	How	to	maximize	the	benefits	of
sweat	equity?	Benefits	of	using	sweat	equityThere's	no	denying	that	sweat	equity	is	a	powerful	tool	to	help	grow	a	business.	But	like	any	tool,	it	has	its	pros	and	cons.	Here's	a	look	at	some	of	the	key	considerations	to	keep	in	mind	when	deciding	whether	or	not	to	use	sweat	equity	to	help	grow	your	business.The	biggest	pro	of	sweat	equity	is	that	it
doesn't	cost	anything.	If	you're	able	to	get	people	to	work	for	you	for	free,	it's	essentially	like	getting	free	labor.	And	that	can	be	a	huge	help	when	you're	trying	to	grow	a	business	on	a	tight	budget.Another	pro	of	sweat	equity	is	that	it	can	help	you	attract	and	retain	talented	employees.	People	who	are	passionate	about	your	business	and	are	willing	to
work	for	free	(or	for	very	little	pay)	are	often	the	most	talented	and	dedicated	employees	you	can	find.	They're	also	more	likely	to	stick	around	for	the	long	haul,	which	can	save	you	a	lot	of	money	in	turnover	costs	down	the	road.Of	course,	there	are	also	some	potential	drawbacks	to	using	sweat	equity.	One	of	the	biggest	is	that	it	can	create
resentment	among	your	paid	employees.	If	you	have	people	working	for	free	(or	for	very	little	pay),	it's	only	natural	that	your	paid	employees	will	start	to	feel	like	they're	being	taken	advantage	of.	This	can	lead	to	low	morale	and	high	turnover,	which	can	be	costly	for	your	business.Another	potential	downside	of	sweat	equity	is	that	it	can	give	people
too	much	ownership	in	your	business.	If	you	have	too	many	people	with	a	stake	in	your	business,	it	can	be	difficult	to	make	decisions	and	get	everyone	on	the	same	page.	This	can	lead	to	infighting	and	gridlock,	which	can	be	disastrous	for	a	young	business.So,	what's	the	bottom	line?	Is	sweat	equity	a	good	or	bad	thing	for	your	business?	Ultimately,	it
depends	on	your	specific	situation.	If	you're	careful	about	how	you	use	it,	sweat	equity	can	be	a	great	way	to	grow	your	business	without	breaking	the	bank.	But	if	you're	not	careful,	it	can	create	problems	down	the	road.If	your	goal	is	to	make	money,	becoming	an	entrepreneur	is	a	sucker's	bet.	Sure,	some	entrepreneurs	make	a	lot	of	money,	but	if
you	calculate	the	amount	of	stress-inducing	work	and	time	it	takes	and	multiply	that	by	the	low	likelihood	of	success	and	eventual	payoff,	it	is	not	a	great	way	to	get	rich.	Eric	Ries	5.	How	to	avoid	the	pitfalls	of	sweat	equity?	Sweat	equity	is	often	touted	as	a	great	way	to	get	started	in	real	estate	investing.	After	all,	what	could	be	better	than	using	your
own	sweat	and	elbow	grease	to	fix	up	a	property	and	then	selling	it	for	a	profit?There	are,	however,	some	potential	pitfalls	that	you	need	to	be	aware	of	before	you	jump	into	a	sweat	equity	deal.The	first	pitfall	is	that	you	could	end	up	putting	more	money	into	the	property	than	you	originally	planned.	This	is	especially	true	if	you're	not	experienced	in
home	renovation	and	you	underestimate	the	cost	of	materials	and	labor.Another	potential	problem	is	that	the	property	could	take	longer	to	sell	than	you	anticipated.	This	could	eat	into	your	profits	or	even	result	in	a	loss	if	you're	carrying	a	mortgage	on	the	property.You	also	need	to	be	aware	of	the	potential	legal	implications	of	sweat	equity.	If	you're
working	on	the	property	with	someone	else,	make	sure	that	you	have	a	written	agreement	in	place	that	outlines	each	person's	responsibilities.	This	will	help	avoid	any	disagreements	down	the	road.Finally,	be	realistic	about	the	amount	of	time	and	effort	that	you're	willing	to	put	into	a	sweat	equity	project.	It's	not	going	to	be	a	quick	and	easy	process.
If	you're	not	prepared	to	put	in	the	work,	it's	probably	not	worth	getting	involved.Sweat	equity	can	be	a	great	way	to	get	started	in	real	estate	investing,	but	it's	important	to	be	aware	of	the	potential	pitfalls	before	you	jump	in.	By	being	realistic	about	the	costs,	time	commitment,	and	legal	implications,	you	can	avoid	any	surprises	down	the	road.	6.
When	is	sweat	equity	a	good	idea?	Whether	or	not	to	accept	sweat	equity	in	exchange	for	work	is	a	decision	that	should	be	made	on	a	case-by-case	basis.	Here	are	some	factors	to	consider	when	making	your	decision.The	first	thing	to	consider	is	the	amount	of	sweat	equity	being	offered.	If	it	is	a	small	amount,	it	may	not	be	worth	your	time	and	effort.
However,	if	it	is	a	significant	amount,	it	could	be	worth	considering.Another	thing	to	consider	is	the	company's	stage	of	development.	If	the	company	is	just	starting	out,	there	is	a	higher	risk	that	it	will	not	be	successful.	However,	if	the	company	is	already	established	and	growing,	the	risk	is	lower.Another	factor	to	consider	is	the	type	of	work	you	will
be	doing.	If	you	are	going	to	be	doing	grunt	work	or	menial	tasks,	it	is	probably	not	worth	your	time.	However,	if	you	are	going	to	be	working	on	something	that	you	are	passionate	about	and	that	has	the	potential	to	impact	the	company's	success,	it	may	be	worth	considering.The	last	thing	to	consider	is	the	company's	culture.	If	the	company	has	a
good	culture	and	you	feel	like	you	would	fit	in	well,	it	may	be	worth	considering.	However,	if	the	company	has	a	poor	culture	or	you	feel	like	you	would	not	fit	in,	it	is	probably	not	worth	your	time.In	general,	sweat	equity	is	a	good	idea	if	the	company	is	established	and	growing,	you	are	going	to	be	working	on	something	you	are	passionate	about,	and
the	company	has	a	good	culture.	However,	you	should	always	weigh	the	pros	and	cons	of	each	situation	before	making	a	decision.FasterCapital	introduces	you	to	angels	and	VCs	through	warm	introductions	with	90%	response	rate	7.	When	is	sweat	equity	a	bad	idea?	There	are	many	benefits	to	sweat	equity	-	it	can	help	reduce	the	cost	of	a	project,
build	morale	and	team	spirit,	and	create	a	sense	of	ownership.	However,	there	are	also	some	potential	drawbacks	to	consider	before	deciding	if	sweat	equity	is	right	for	your	business.One	of	the	main	disadvantages	of	sweat	equity	is	that	it	can	create	a	sense	of	entitlement	among	employees.	If	employees	feel	that	they	are	entitled	to	a	share	of	the
company	because	they	have	put	in	extra	work,	they	may	be	less	likely	to	work	hard	in	the	future.	This	can	lead	to	a	decline	in	productivity	and	morale.Another	potential	problem	with	sweat	equity	is	that	it	can	give	employees	a	false	sense	of	ownership.	If	employees	think	they	own	a	share	of	the	company,	they	may	be	less	likely	to	take	direction	from
management	or	follow	company	policies.	This	can	create	conflict	and	disharmony	within	the	workplace.Finally,	sweat	equity	can	also	be	difficult	to	manage.	It	can	be	hard	to	keep	track	of	who	has	done	what,	and	how	much	they	should	be	compensated.	This	can	lead	to	arguments	and	resentment	among	employees.If	you're	considering	offering	sweat
equity	to	your	employees,	weigh	the	pros	and	cons	carefully.	Make	sure	you	have	a	plan	in	place	to	manage	it	effectively,	and	be	prepared	for	the	potential	problems	that	could	arise.FasterCapital	helps	you	in	conducting	feasibility	studies,	getting	access	to	market	and	competitors'	data,	and	preparing	your	pitching	documents	8.	How	to	get	the	most
out	of	sweat	equity?	Sweat	equity	is	a	great	way	to	get	involved	in	a	company	or	project	without	having	to	put	any	money	down.	It	can	also	be	a	way	to	get	more	equity	in	a	company	or	project	than	you	would	otherwise	have.	However,	there	are	also	some	potential	downsides	to	sweat	equity	that	you	should	be	aware	of	before	you	decide	to	take
advantage	of	it.One	of	the	potential	downsides	of	sweat	equity	is	that	it	can	dilute	the	ownership	of	a	company	or	project.	This	is	because	when	you	contribute	sweat	equity,	you	are	essentially	giving	up	a	portion	of	your	future	ownership	stake	in	the	company	or	project	in	exchange	for	your	work.	This	can	be	a	problem	if	the	company	or	project	is
successful	and	you	end	up	with	less	ownership	than	you	would	have	otherwise	had.Another	potential	downside	of	sweat	equity	is	that	it	can	be	difficult	to	value.	This	is	because	sweat	equity	is	not	a	traditional	asset	like	cash	or	stock.	As	such,	it	can	be	difficult	to	determine	how	much	your	sweat	equity	is	actually	worth.	This	can	make	it	difficult	to
negotiate	a	fair	price	for	your	work	if	you	ever	decide	to	sell	your	stake	in	the	company	or	project.Finally,	it	is	important	to	remember	that	sweat	equity	is	not	always	free.	In	some	cases,	you	may	be	required	to	pay	for	materials	or	services	that	you	use	in	order	to	contribute	your	sweat	equity.	This	can	make	it	more	expensive	than	you	initially	thought
and	may	not	be	worth	it	in	the	end.Despite	these	potential	downsides,	sweat	equity	can	still	be	a	great	way	to	get	involved	in	a	company	or	project.	Just	be	sure	that	you	understand	the	risks	involved	before	you	decide	to	take	advantage	of	it.	9.	How	to	make	sure	your	sweat	equity	investment	pays	off?	Assuming	you	would	like	a	blog	titled	"How	to
Make	Sure	Your	Sweat	Equity	Investment	Pays	Off":	You've	finally	taken	the	plunge.	After	years	of	thinking	about	it,	you're	going	to	buy	a	fixer-upper.	You're	going	to	put	in	the	elbow	grease	to	make	it	your	own	and	turn	it	into	the	home	of	your	dreams.	Congratulations!Now,	the	real	work	begins.	It's	important	to	approach	your	sweat	equity
investment	with	caution	and	a	clear	plan	to	ensure	that	it	pays	off	in	the	end.	Here	are	a	few	tips:1.	Do	your	researchBefore	you	start	tearing	down	walls,	it's	important	to	do	your	research	and	develop	a	clear	plan.	What	kind	of	repairs	and	renovations	are	you	planning?	What	will	they	cost?	How	much	value	will	they	add	to	your	home?	It's	important
to	have	realistic	expectations	and	a	clear	budget	before	you	start	any	work.2.	Get	professional	helpIf	you're	not	sure	where	to	start	or	what	needs	to	be	done,	it's	a	good	idea	to	get	professional	help.	An	experienced	real	estate	agent	can	give	you	an	idea	of	what	repairs	and	renovations	are	most	likely	to	pay	off	in	your	area.	A	contractor	can	help	you
estimate	the	cost	of	the	work	that	needs	to	be	done.3.	Don't	overdo	itIt's	important	to	remember	that	you	are	investing	in	a	home,	not	a	showpiece.	You	don't	need	to	go	overboard	with	the	renovations.	Stick	to	repairs	and	upgrades	that	are	necessary	and	will	add	value	to	your	home.	Avoid	anything	that	is	purely	cosmetic	or	that	would	be	considered
a	luxury.4.	Be	patientIt	takes	time	to	see	the	results	of	your	sweat	equity	investment.	Don't	expect	to	see	an	immediate	return	on	your	investment.	It	may	take	months	or	even	years	to	see	the	full	value	of	your	work.	But	if	you're	patient	and	strategic,	your	sweat	equity	investment	will	pay	off	in	the	end.How	to	make	sure	your	sweat	equity	investment
pays	off	-	The	pros	and	cons	of	sweat	equity	Share	copy	and	redistribute	the	material	in	any	medium	or	format	for	any	purpose,	even	commercially.	Adapt	remix,	transform,	and	build	upon	the	material	for	any	purpose,	even	commercially.	The	licensor	cannot	revoke	these	freedoms	as	long	as	you	follow	the	license	terms.	Attribution	You	must	give
appropriate	credit	,	provide	a	link	to	the	license,	and	indicate	if	changes	were	made	.	You	may	do	so	in	any	reasonable	manner,	but	not	in	any	way	that	suggests	the	licensor	endorses	you	or	your	use.	ShareAlike	If	you	remix,	transform,	or	build	upon	the	material,	you	must	distribute	your	contributions	under	the	same	license	as	the	original.	No
additional	restrictions	You	may	not	apply	legal	terms	or	technological	measures	that	legally	restrict	others	from	doing	anything	the	license	permits.	You	do	not	have	to	comply	with	the	license	for	elements	of	the	material	in	the	public	domain	or	where	your	use	is	permitted	by	an	applicable	exception	or	limitation	.	No	warranties	are	given.	The	license
may	not	give	you	all	of	the	permissions	necessary	for	your	intended	use.	For	example,	other	rights	such	as	publicity,	privacy,	or	moral	rights	may	limit	how	you	use	the	material.	,the	free	encyclopedia	that	anyone	can	edit.111,866	active	editors	7,011,359	articles	in	EnglishPaperback	cover	of	JawsJaws	is	an	American	thriller	film	that	was	released	on
June20,	1975,	directed	by	Steven	Spielberg,	and	based	on	Peter	Benchley's	1974	novel	Jaws	(paperback	cover	shown;	for	the	film	poster,	see	today's	Picture	of	the	Day).	It	stars	Roy	Scheider	as	police	chief	Martin	Brody,	who,	with	the	help	of	a	marine	biologist	(Richard	Dreyfuss)	and	a	professional	shark	hunter	(Robert	Shaw),	hunts	a	man-eating
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Victoria	(pictured)	acceded	to	the	British	throne,	beginning	a	63-year	reign.1921	British	Army	officer	Thomas	Stanton	Lambert	was	assassinated	by	the	Irish	Republican	Army	near	Moydrum,	Ireland.1959	The	extratropical	remnants	of	an	Atlantic	hurricane	reached	the	Gulf	of	St.Lawrence	in	Canada,	causing	22	fishing	boats	to	capsize	and	killing	35
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Sunday	of	the	Gregorian	calendarand	a	common	year	starting	on	Friday	of	the	Julian	calendar,	the	1837th	year	of	the	Common	Era	(CE)	and	Anno	Domini	(AD)	designations,	the	837th	year	of	the	2ndmillennium,	the	37th	year	of	the	19thcentury,	and	the	8th	year	of	the	1830s	decade.	As	of	the	start	of	1837,	the	Gregorian	calendar	was	12	days	ahead	of
the	Julian	calendar,	which	remained	in	localized	use	until	1923.	Calendar	year	January	1	The	destructive	Galilee	earthquake	causes	thousands	of	deaths	in	Ottoman	Syria.January	26	Michigan	becomes	the	26th	state	admitted	to	the	United	States.February	4	Seminoles	attack	Fort	Foster	in	Florida.February	25	In	Philadelphia,	the	Institute	for	Colored
Youth	(ICY)	is	founded,	as	the	first	institution	for	the	higher	education	of	black	people	in	the	United	States.February	Charles	Dickens's	Oliver	Twist	begins	publication	in	serial	form	in	London.March	1	The	Congregation	of	Holy	Cross	is	formed	in	Le	Mans,	France,	by	the	signing	of	the	Fundamental	Act	of	Union,	which	legally	joins	the	Auxiliary	Priests
of	Blessed	Basil	Moreau,	CSC,	and	the	Brothers	of	St.	Joseph	(founded	by	Jacques-Franois	Dujari)	into	one	religious	association.April	12	The	conglomerate	of	Procter	&	Gamble	has	its	origins,	when	British-born	businessmen	William	Procter	and	James	Gamble	begin	selling	their	first	manufactured	goods	(soap	and	candles)	in	Cincinnati,	Ohio.[1]April
24	The	great	fire	in	Surat,	a	city	of	India,	begins.	Over	a	three-day	period,	the	fire	kills	more	than	500	people	and	destroys	more	than	9,000	houses.May	10	The	Panic	of	1837	begins	in	New	York	City.May	W.	F.	Cooke	and	Charles	Wheatstone	patent	an	electrical	telegraph	system.June	5	The	city	of	Houston	is	incorporated	by	the	Republic	of	Texas.June
11	The	Broad	Street	Riot	occurs	in	Boston,	Massachusetts,	fueled	by	ethnic	tensions	between	the	Irish	and	the	Yankees.June	20	Queen	Victoria,	18,	accedes	to	the	throne	of	the	United	Kingdom,	on	the	death	of	her	uncle	William	IV	without	legitimate	heirs	(she	will	reign	for	more	than	63	years).[2]	Under	Salic	law,	the	Kingdom	of	Hanover	passes	to
William's	brother,	Ernest	Augustus,	Duke	of	Cumberland,	ending	the	personal	union	of	Britain	and	Hanover	which	has	persisted	since	1714.July	13	Queen	Victoria	moves	from	Kensington	Palace	into	Buckingham	Palace,	the	first	reigning	British	monarch	to	make	this,	rather	than	St	James's	Palace,	as	her	London	home.[3]July	Charles	W.	King	sets	sail
on	the	American	merchant	ship	Morrison.	In	the	Morrison	incident,	he	is	turned	away	from	Japanese	ports	with	cannon	fire.August	16	The	Dutch	colonial	forces	sack	the	fortress	of	Bonjol,	Indonesia,	ending	the	Padri	War.September	19	First	Carlist	War:	Battle	of	Aranzueque	The	liberal	forces	loyal	to	Queen	Isabel	II	of	Spain	are	victorious,	ending	the
Carlist	campaign	known	as	the	Expedicin	Real.September	26	The	destructive	"Racer's	hurricane"	sweeps	across	the	Caribbean,	northeastern	Mexico,	the	Republic	of	Texas	and	the	Gulf	Coast	of	the	United	States	and	lasts	until	October	9,	after	killing	at	least	105	people.[4]September	28	Samuel	Morse	files	a	caveat	for	a	patent	for	the	telegraph.
[5]October	13	The	French	army	under	Sylvain	Charles	Vale	captures	the	city	of	Constantine	in	French	Algeria	after	a	siege	of	three	days.October	30	The	Tsarskoye	Selo	Railway,	the	first	in	the	Russian	Empire,	opens	between	Saint	Petersburg	Tsarskoselsky	station	and	Zarskoje	Selo	(modern-day	Pushkin),	engineered	by	Franz	Anton	von	Gerstner.[6]
[7]October	31	In	what	will	become	the	world's	leading	consumer	goods	brand,	Procter	&	Gamble	is	founded	in	Ohio	in	the	United	States.[8]November	6	Louis-Joseph	Papineau	begins	the	Lower	Canada	Rebellion	in	the	Quebec	city	of	Montreal.[9]November	7	American	abolitionist	and	newspaper	editor	Elijah	Lovejoy	is	killed	by	a	pro-slavery	mob,	at
his	warehouse	in	Alton,	Illinois.November	8	Mount	Holyoke	Female	Seminary,	later	Mount	Holyoke	College,	is	founded	in	South	Hadley,	Massachusetts.November	17	An	earthquake	in	Valdivia,	south-central	Chile,	causes	tsunamis	that	led	to	significant	destruction	along	Japan's	coast.[10]December	4	Samuel	Lount	begins	the	Upper	Canada	Rebellion
by	marching	with	rebel	followers	to	Toronto,	one	month	after	a	similar	rebellion	against	British	rule	had	begun	in	Lower	Canada.[11]December	17	Fire	breaks	out	in	the	Winter	Palace,	in	Saint	Petersburg,	Russia	killing	30	guards.December	23	The	Slave	Compensation	Act	is	signed	into	law	by	the	government	of	the	United	Kingdom.	This	paid	a
substantial	amount	of	money,	constituting	40%	of	the	Treasurys	tax	receipts	at	the	time,	to	former	enslavers	but	nothing	to	those	formerly	enslaved.[12]December	29	The	Caroline	Affair,	on	the	Niagara	River,	becomes	the	basis	for	the	Caroline	test	for	anticipatory	self-defence	in	international	relations.LAtelier	de	l'artiste.	An	1837	daguerreotype	by
Louis	Daguerre.Louis	Daguerre	develops	the	daguerreotype.The	5th	century	B.C.	Berlin	Foundry	Cup	is	acquired	for	the	Antikensammlung	Berlin	in	Germany.The	Olney	Friends	School	is	founded	in	the	Appalachian	Mountains	of	the	United	States.The	first	electric	locomotive	built	is	a	miniature	battery	locomotive	constructed	by	chemist	Robert
Davidson	of	Aberdeen	in	Scotland,	and	powered	by	galvanic	cells	(batteries).Atlanta	is	fixed	as	the	terminal	of	the	Western	and	Atlantic	Railroad;	it	is	originally	named	Marthasville.[13]J.	P.	MorganJanuary	2	Mily	Balakirev,	Russian	composer	(d.	1910)January	7	Thomas	Henry	Ismay,	English	shipowner	(White	Star	Line)	(d.	1899)February	5Dwight	L.
Moody,	American	evangelist	(d.	1899)Edward	Miner	Gallaudet,	American	educator	of	the	deaf	(d.	1917)February	13	Valentin	Zubiaurre,	Spanish	composer	(d.	1914)February	20	Samuel	Swett	Green,	American	librarian,	advocate	(d.	1918)February	24	Nakamuta	Kuranosuke,	Japanese	admiral	(d.	1916)March	1	William	Dean	Howells,	American	writer,
historian,	editor,	and	politician	(d.	1920)March	3	Jacques	Duchesne,	French	general	(d.	1918)March	7	Henry	Draper,	American	physician	and	astronomer	(d.	1882)March	18	Grover	Cleveland,	22nd	and	24th	President	of	the	United	States	(d.	1908)March	22	Virginia	Oldoini,	Countess	of	Castiglione	(d.	1899)March	23	Sir	Charles	Wyndham,	English
actor,	theatrical	manager	(d.	1919)March	27	Kate	Fox,	American	medium	(d.	1892)April	1	Luis	Francisco	Bentez	de	Lugo	y	Bentez	de	Lugo	(d.	1876)April	5	Algernon	Charles	Swinburne,	English	poet	(d.	1909)April	17	J.	P.	Morgan,	American	financier,	banker	(d.	1913)April	21	Fredrik	Bajer,	Danish	politician,	pacifist,	recipient	of	the	Nobel	Peace	Prize
(d.	1922)April	27	Queen	Cheorin,	Korean	queen	(d.	1878)April	29	Georges	Ernest	Boulanger,	French	general,	politician	(d.	1891)May	5Anna	Maria	Mozzoni,	Italian	feminist,	founder	of	the	Italian	women's	movement	(d.	1920)Theodor	Rosetti,	16th	Prime	Minister	of	Romania	(d.	1923)May	7	Karl	Mauch,	German	explorer	(d.	1875)May	9Adam	Opel,
German	engineer,	industrialist	(d.	1895)Ben	Hall,	Australian	bushranger	(d.	1865)May	27	Wild	Bill	Hickok,	American	gunfighter	(d.	1876)May	28George	Ashlin,	Irish	architect	(d.	1921)Tony	Pastor,	American	impresario,	theater	owner	(d.	1908)June	22Paul	Bachmann,	German	mathematician	(d.	1920)Paul	Morphy,	American	chess	player	(d.
1884)Touch	the	Clouds,	Native	American	Miniconjou	chief	(d.	1905)June	28	Petre	P.	Carp,	2-time	prime	minister	of	Romania	(d.	1919)Anna	FilosofovaJohn	LearyEmpress	Elisabeth	of	AustriaJuly	4	Carolus-Duran,	French	painter	(d.	1917)July	15	Stephanie	of	Hohenzollern-Sigmaringen,	Queen	consort	of	Portugal	(d.	1859)July	18	Vasil	Levski,	Bulgarian
revolutionary	(d.	1873)July	21	Johanna	Hedn,	Swedish	midwife,	surgeon	(d.	1912)August	1	(bapt.)	Mary	Harris	Jones	("Mother	Jones"),	Irish-American	labor	leader	(d.	1930)August	5	Anna	Filosofova,	Russian	women's	rights	activist	(d.	1912)August	24	Thodore	Dubois,	French	composer	(d.	1924)September	2	James	H.	Wilson,	Union	Army	major
general	in	the	American	Civil	War	(d.	1925)September	12	Louis	IV,	Grand	Duke	of	Hesse	(d.	1892)September	14	Nikolai	Bugaev,	Russian	mathematician	(d.1903)September	16	King	Pedro	V	of	Portugal	(d.	1861)September	18	Aires	de	Ornelas	e	Vasconcelos,	Portuguese	Archbishop	of	Goa	(d.	1880)September	24	Mark	Hanna,	United	States	Senator
from	Ohio	(d.	1904)October	3	Nicols	Avellaneda,	Argentine	president	(d.	1885)October	4	Auguste-Ral	Angers,	Canadian	judge	and	politician,	6th	Lieutenant	Governor	of	Quebec	(d.	1919)October	5	Jos	Plcido	Caamao,	12th	President	of	Ecuador	(d.	1900)October	10	Robert	Gould	Shaw,	Union	Army	general	in	the	American	Civil	War,	social	reformer	(k.
1863)October	26	Carl	Koldewey,	German	explorer	famous	for	the	German	North	Polar	Expedition	(d.	1908)October	28	Tokugawa	Yoshinobu,	Japanese	shgun,	15th	and	last	of	the	Tokugawa	shogunate	(d.	1913)[14]October	29	Harriet	Powers,	African-American	folk	artist	(d.	1910)November	2	mile	Bayard,	French	artist,	illustrator	(d.	1891)November	5
Arnold	Janssen,	German-born	Catholic	priest,	saint	(d.	1909)November	20	Lewis	Waterman,	American	inventor,	businessman	(d.1901)November	23	Johannes	Diderik	van	der	Waals,	Dutch	physicist,	Nobel	Prize	laureate	(d.	1923)December	(unknown	date)	Bella	French	Swisher,	American	writer	(d.	1893)December	9	Kabayama	Sukenori,	Japanese
samurai,	general,	and	statesman	(d.	1922)December	11	Webster	Paulson,	English	civil	engineer	(d.	1887)December	15	George	B.	Post,	American	architect	(d.	1913)December	24Empress	Elisabeth	of	Austria,	wife	of	Emperor	Franz	Joseph	I	(d.	1898)Cosima	Wagner,	wife	of	German	composer	Richard	Wagner	(d.	1930)December	26Sir	William	Dawkins,
British	geologist	(d.	1929)George	Dewey,	American	admiral	(d.	1917)Alexander	PushkinOsgood	JohnsonJanuary	8	Duke	Wilhelm	in	Bavaria,	Great-grandfather	of	Empress	Elisabeth	of	Austria	(b.	1752)January	20	John	Soane,	British	architect	(b.	1753)January	23	John	Field,	Irish	composer	(b.	1782)February	7	Gustav	IV	Adolf,	ex-King	of	Sweden	(b.
1778)February	10	Alexander	Pushkin,	Russian	author	(b.	1799)February	13	Mariano	Jos	de	Larra,	Spanish	author	(b.	1809)February	19	Georg	Bchner,	German	playwright	(b.	1813)March	31	John	Constable,	English	painter	(b.	1776)April	4	Louis-Sbastien	Lenormand,	French	chemist,	physicist,	and	inventor	(b.	1757)April	28	Joseph	Souham,	French
general	(b.	1760)May	5	Niccol	Antonio	Zingarelli,	Italian	composer	(b.	1752)May	20	Prince	Frederick	of	Hesse-Kassel	(b.	1747)June	14	Giacomo	Leopardi,	Italian	writer	(b.	1798)June	29	Nathaniel	Macon,	American	politician	(b.	1757)June	20	King	William	IV	of	the	United	Kingdom	and	Hannover	(b.	1765)July	18	Vincenzo	Borg,	Maltese	merchant,
rebel	leader	(b.	1777)August	12	Pierre	Laromiguire,	French	philosopher	(b.	1756)September	7	Fabian	Gottlieb	von	Osten-Sacken,	Russian	military	leader	(b.	1752)September	21	Pieter	Vreede,	Dutch	politician	(b.	1750)September	28	Akbar	II,	last	Mughal	emperor	of	India	(b.	1760)October	1	Robert	Clark,	American	politician	(b.	1777)October	10
Charles	Fourier,	French	philosopher	(b.	1772)[15]October	12	Charles-Marie	Denys	de	Damrmont,	French	governor-general	of	French	Algeria	(killed	during	the	siege	of	Constantine)	(b.	1783)October	17Johann	Nepomuk	Hummel,	Austrian	composer	(b.	1778)Peter	Lebeck,	French	trapper	and	namesake	of	Lebec,	California	(birth	unknown)November	7
Elijah	P.	Lovejoy,	American	abolitionist	(b.	1802)November	28	Sophie	Botta,	the	Dark	Countess,	German	woman	of	mysterious	identityAnne	Ppin,	Senegalese	Signara	(b.	1747)Mary	Dixon	Kies,	first	American	recipient	of	a	U.S.	patent	(b.	1752)Thomas	Noble,	English	poet	and	translator	(b.	1772)^	"Procter	&	Gamble	history"	(PDF).	Archived	from	the
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of	year	1700Storming	of	the	Bastille,	14	July	1789,	an	iconic	event	of	the	French	Revolution.Development	of	the	Watt	steam	engine	in	the	late	18th	century	was	an	important	element	in	the	Industrial	Revolution	in	Europe.The	American	Revolutionary	War	took	place	in	the	late	18th	century.	The	18th	century	lasted	from	1	January	1701	(represented	by
the	Roman	numerals	MDCCI)	to	31	December	1800	(MDCCC).	During	the	18th	century,	elements	of	Enlightenment	thinking	culminated	in	the	Atlantic	Revolutions.	Revolutions	began	to	challenge	the	legitimacy	of	monarchical	and	aristocratic	power	structures.	The	Industrial	Revolution	began	mid-century,	leading	to	radical	changes	in	human	society
and	the	environment.	The	European	colonization	of	the	Americas	and	other	parts	of	the	world	intensified	and	associated	mass	migrations	of	people	grew	in	size	as	part	of	the	Age	of	Sail.	During	the	century,	slave	trading	expanded	across	the	shores	of	the	Atlantic	Ocean,	while	declining	in	Russia[1]	and	China.[2]Western	historians	have	occasionally
defined	the	18th	century	otherwise	for	the	purposes	of	their	work.	For	example,	the	"short"	18th	century	may	be	defined	as	17151789,	denoting	the	period	of	time	between	the	death	of	Louis	XIV	of	France	and	the	start	of	the	French	Revolution,	with	an	emphasis	on	directly	interconnected	events.[3][4]	To	historians	who	expand	the	century	to	include
larger	historical	movements,	the	"long"	18th	century[5]	may	run	from	the	Glorious	Revolution	of	1688	to	the	Battle	of	Waterloo	in	1815[6]	or	even	later.[7]	France	was	the	sole	world	superpower	from	1659,	after	it	defeated	Spain,	until	1815,	when	it	was	defeated	by	Britain	and	its	coalitions	following	the	Napoleonic	Wars.In	Europe,	philosophers
ushered	in	the	Age	of	Enlightenment.	This	period	coincided	with	the	French	Revolution	of	1789,	and	was	later	compromised	by	the	excesses	of	the	Reign	of	Terror.	At	first,	many	monarchies	of	Europe	embraced	Enlightenment	ideals,	but	in	the	wake	of	the	French	Revolution	they	feared	loss	of	power	and	formed	broad	coalitions	to	oppose	the	French
Republic	in	the	French	Revolutionary	Wars.	Various	conflicts	throughout	the	century,	including	the	War	of	the	Spanish	Succession	and	the	Seven	Years'	War,	saw	Great	Britain	triumph	over	its	rivals	to	become	the	preeminent	power	in	Europe.	However,	Britain's	attempts	to	exert	its	authority	over	the	Thirteen	Colonies	became	a	catalyst	for	the
American	Revolution.	The	18th	century	also	marked	the	end	of	the	PolishLithuanian	Commonwealth	as	an	independent	state.	Its	semi-democratic	government	system	was	not	robust	enough	to	prevent	partition	by	the	neighboring	states	of	Austria,	Prussia,	and	Russia.In	West	Asia,	Nader	Shah	led	Persia	in	successful	military	campaigns.	The	Ottoman
Empire	experienced	a	period	of	peace,	taking	no	part	in	European	wars	from	1740	to	1768.	As	a	result,	the	empire	was	not	exposed	to	Europe's	military	improvements	during	the	Seven	Years'	War.	The	Ottoman	military	consequently	lagged	behind	and	suffered	several	defeats	against	Russia	in	the	second	half	of	the	century.In	South	Asia,	the	death	of
Mughal	emperor	Aurangzeb	was	followed	by	the	expansion	of	the	Maratha	Confederacy	and	an	increasing	level	of	European	influence	and	control	in	the	region.	In	1739,	Persian	emperor	Nader	Shah	invaded	and	plundered	Delhi,	the	capital	of	the	Mughal	Empire.	Later,	his	general	Ahmad	Shah	Durrani	scored	another	victory	against	the	Marathas,
the	then	dominant	power	in	India,	in	the	Third	Battle	of	Panipat	in	1761.[8]	By	the	middle	of	the	century,	the	British	East	India	Company	began	to	conquer	eastern	India,[9][8]	and	by	the	end	of	the	century,	the	Anglo-Mysore	Wars	against	Tipu	Sultan	and	his	father	Hyder	Ali,	led	to	Company	rule	over	the	south.[10][11]In	East	Asia,	the	century	was
marked	by	theHigh	Qing	era,	a	period	characterized	by	significant	cultural	and	territorial	expansion.	This	period	also	experienced	relative	peace	and	prosperity,	allowing	for	societal	growth,	increasing	literacy	rates,	flourishing	trade,	and	consolidating	imperial	power	across	the	vast	Qing	dynasty's	territories.	Conversely,	the	continual	seclusion	policy
of	the	Tokugawa	shogunate	also	brought	a	peaceful	era	called	Pax	Tokugawa	and	experienced	a	flourishment	of	the	arts	as	well	as	scientific	knowledge	and	advancements,	which	were	introduced	to	Japan	through	the	Dutch	port	of	Nagasaki.	In	Southeast	Asia,	the	KonbaungAyutthaya	Wars	and	the	Ty	Sn	Wars	broke	out	while	the	Dutch	East	India
Company	established	increasing	levels	of	control	over	the	Mataram	Sultanate.In	Africa,	the	Ethiopian	Empire	underwent	the	Zemene	Mesafint,	a	period	when	the	country	was	ruled	by	a	class	of	regional	noblemen	and	the	emperor	was	merely	a	figurehead.	The	Atlantic	slave	trade	also	saw	the	continued	involvement	of	states	such	as	the	Oyo	Empire.
In	Oceania,	the	European	colonization	of	Australia	and	New	Zealand	began	during	the	late	half	of	the	century.	In	the	Americas,	the	United	States	declared	its	independence	from	Great	Britain.	In	1776,	Thomas	Jefferson	wrote	the	Declaration	of	Independence.	In	1789,	George	Washington	was	inaugurated	as	the	first	president.	Benjamin	Franklin
traveled	to	Europe	where	he	was	hailed	as	an	inventor.	Examples	of	his	inventions	include	the	lightning	rod	and	bifocal	glasses.	Tpac	Amaru	II	led	an	uprising	that	sought	to	end	Spanish	colonial	rule	in	Peru.For	a	chronological	guide,	see	Timeline	of	the	18th	century.See	also:	Georgian	eraMain	articles:	1700s,	1710s,	1720s,	1730s,	and	1740sEurope
at	the	beginning	of	the	War	of	the	Spanish	Succession,	1700The	Battle	of	Poltava	in	1709	turned	the	Russian	Empire	into	a	European	power.John	Churchill,	1st	Duke	of	Marlborough17001721:	Great	Northern	War	between	the	Russian	and	Swedish	Empires.1701:	Kingdom	of	Prussia	declared	under	King	Frederick	I.1701:	The	Battle	of	Feyiase	marks
the	rise	of	the	Ashanti	Empire.17011714:	The	War	of	the	Spanish	Succession	is	fought,	involving	most	of	continental	Europe.[12]17021715:	Camisard	rebellion	in	France.1703:	Saint	Petersburg	is	founded	by	Peter	the	Great;	it	is	the	Russian	capital	until	1918.17031711:	The	Rkczi	uprising	against	the	Habsburg	monarchy.1704:	End	of	Japan's	Genroku
period.1704:	First	Javanese	War	of	Succession.[13]17061713:	The	War	of	the	Spanish	Succession:	French	troops	defeated	at	the	Battle	of	Ramillies	and	the	Siege	of	Turin.1707:	Death	of	Mughal	Emperor	Aurangzeb	leads	to	the	fragmentation	of	the	Mughal	Empire.1707:	The	Act	of	Union	is	passed,	merging	the	Scottish	and	English	Parliaments,	thus
establishing	the	Kingdom	of	Great	Britain.[14]1708:	The	Company	of	Merchants	of	London	Trading	into	the	East	Indies	and	English	Company	Trading	to	the	East	Indies	merge	to	form	the	United	Company	of	Merchants	of	England	Trading	to	the	East	Indies.17081709:	Famine	kills	one-third	of	East	Prussia's	population.1709:	Foundation	of	the	Hotak
Empire.1709:	The	Great	Frost	of	1709	marks	the	coldest	winter	in	500	years,	contributing	to	the	defeat	of	Sweden	at	Poltava.1710:	The	world's	first	copyright	legislation,	Britain's	Statute	of	Anne,	takes	effect.17101711:	Ottoman	Empire	fights	Russia	in	the	Russo-Turkish	War	and	regains	Azov.1711:	Bukhara	Khanate	dissolves	as	local	begs	seize
power.17111715:	Tuscarora	War	between	British,	Dutch,	and	German	settlers	and	the	Tuscarora	people	of	North	Carolina.1713:	The	Kangxi	Emperor	acknowledges	the	full	recovery	of	the	Chinese	economy	since	its	apex	during	the	Ming.1714:	In	Amsterdam,	Daniel	Gabriel	Fahrenheit	invents	the	mercury-in-glass	thermometer,	which	remains	the
most	reliable	and	accurate	thermometer	until	the	electronic	era.1715:	The	first	Jacobite	rising	breaks	out;	the	British	halt	the	Jacobite	advance	at	the	Battle	of	Sheriffmuir;	Battle	of	Preston.1716:	Establishment	of	the	Sikh	Confederacy	along	the	present-day	India-Pakistan	border.17161718:	Austro-Venetian-Turkish	War.1718:	The	city	of	New	Orleans
is	founded	by	the	French	in	North	America.17181720:	War	of	the	Quadruple	Alliance	with	Spain	versus	France,	Britain,	Austria,	and	the	Netherlands.17181730:	Tulip	period	of	the	Ottoman	Empire.1719:	Second	Javanese	War	of	Succession.[15]1720:	The	South	Sea	Bubble.17201721:	The	Great	Plague	of	Marseille.1720:	Qing	forces	oust	Dzungar
invaders	from	Tibet.1721:	The	Treaty	of	Nystad	is	signed,	ending	the	Great	Northern	War.1721:	Sack	of	Shamakhi,	massacre	of	its	Shia	population	by	Sunni	Lezgins.1722:	Siege	of	Isfahan	results	in	the	handover	of	Iran	to	the	Hotaki	Afghans.17221723:	Russo-Persian	War.17221725:	Controversy	over	William	Wood's	halfpence	leads	to	the	Drapier's
Letters	and	begins	the	Irish	economic	independence	from	England	movement.Mughal	emperor	Muhammad	Shah	with	the	Persian	invader	Nader	Shah.1723:	Slavery	is	abolished	in	Russia;	Peter	the	Great	converts	household	slaves	into	house	serfs.[16]17231730:	The	"Great	Disaster",	an	invasion	of	Kazakh	territories	by	the	Dzungars.17231732:	The
Qing	and	the	Dzungars	fight	a	series	of	wars	across	Qinghai,	Dzungaria,	and	Outer	Mongolia,	with	inconclusive	results.1724:	Daniel	Gabriel	Fahrenheit	proposes	the	Fahrenheit	temperature	scale.1725:	Austro-Spanish	alliance	revived.	Russia	joins	in	1726.17271729:	Anglo-Spanish	War	ends	inconclusively.1730:	Mahmud	I	takes	over	Ottoman	Empire
after	the	Patrona	Halil	revolt,	ending	the	Tulip	period.17301760:	The	First	Great	Awakening	takes	place	in	Great	Britain	and	North	America.17321734:	Crimean	Tatar	raids	into	Russia.[17]17331738:	War	of	the	Polish	Succession.Qianlong	Emperor17351739:	Austro-Russo-Turkish	War.17351799:	The	Qianlong	Emperor	of	China	oversees	a	huge
expansion	in	territory.17381756:	Famine	across	the	Sahel;	half	the	population	of	Timbuktu	dies.[18]17371738:	Hotak	Empire	ends	after	the	siege	of	Kandahar	by	Nader	Shah.1739:	Great	Britain	and	Spain	fight	the	War	of	Jenkins'	Ear	in	the	Caribbean.1739:	Nader	Shah	defeats	a	pan-Indian	army	of	300,000	at	the	Battle	of	Karnal.	Taxation	is	stopped
in	Iran	for	three	years.17391740:	Nader	Shah's	Sindh	expedition.1740:	George	Whitefield	brings	the	First	Great	Awakening	to	New	England17401741:	Famine	in	Ireland	kills	20	percent	of	the	population.17411743:	Iran	invades	Uzbekistan,	Khwarazm,	Dagestan,	and	Oman.17411751:	Maratha	invasions	of	Bengal.17401748:	War	of	the	Austrian
Succession.1742:	Marvel's	Mill,	the	first	water-powered	cotton	mill,	begins	operation	in	England.[19]1742:	Anders	Celsius	proposes	an	inverted	form	of	the	centigrade	temperature,	which	is	later	renamed	Celsius	in	his	honor.1742:	Premiere	of	George	Frideric	Handel's	Messiah.17431746:	Another	Ottoman-Persian	War	involves	375,000	men	but
ultimately	ends	in	a	stalemate.The	extinction	of	the	Scottish	clan	system	came	with	the	defeat	of	the	clansmen	at	the	Battle	of	Culloden	in	1746.[20]1744:	The	First	Saudi	State	is	founded	by	Mohammed	Ibn	Saud.[21]1744:	Battle	of	Toulon	is	fought	off	the	coast	of	France.17441748:	The	First	Carnatic	War	is	fought	between	the	British,	the	French,	the
Marathas,	and	Mysore	in	India.1745:	Second	Jacobite	rising	is	begun	by	Charles	Edward	Stuart	in	Scotland.1747:	The	Durrani	Empire	is	founded	by	Ahmad	Shah	Durrani.1748:	The	Treaty	of	Aix-La-Chapelle	ends	the	War	of	the	Austrian	Succession	and	First	Carnatic	War.17481754:	The	Second	Carnatic	War	is	fought	between	the	British,	the	French,
the	Marathas,	and	Mysore	in	India.1750:	Peak	of	the	Little	Ice	Age.Main	articles:	1750s,	1760s,	1770s,	1780s,	1790s,	and	1800s1752:	The	British	Empire	adopts	the	Gregorian	Calendar,	skipping	11	days	from	3	September	to	13	September.	On	the	calendar,	2	September	is	followed	directly	by	14	September.1754:	The	Treaty	of	Pondicherry	ends	the
Second	Carnatic	War	and	recognizes	Muhammed	Ali	Khan	Wallajah	as	Nawab	of	the	Carnatic.1754:	King's	College	is	founded	by	a	royal	charter	of	George	II	of	Great	Britain.[22]17541763:	The	French	and	Indian	War,	the	North	American	chapter	of	the	Seven	Years'	War,	is	fought	in	colonial	North	America,	mostly	by	the	French	and	their	allies



against	the	English	and	their	allies.1755:	The	great	Lisbon	earthquake	destroys	most	of	Portugal's	capital	and	kills	up	to	100,000.1755:	The	Dzungar	genocide	depopulates	much	of	northern	Xinjiang,	allowing	for	Han,	Uyghur,	Khalkha	Mongol,	and	Manchu	colonization.17551763:	The	Great	Upheaval	forces	transfer	of	the	French	Acadian	population
from	Nova	Scotia	and	New	Brunswick.17561763:	The	Seven	Years'	War	is	fought	among	European	powers	in	various	theaters	around	the	world.17561763:	The	Third	Carnatic	War	is	fought	between	the	British,	the	French,	and	Mysore	in	India.1757:	British	conquest	of	Bengal.Catherine	the	Great,	Empress	of	Russia.1760:	George	III	becomes	King	of
Britain.1761:	Maratha	Empire	defeated	at	Battle	of	Panipat.17621796:	Reign	of	Catherine	the	Great	of	Russia.1763:	The	Treaty	of	Paris	ends	the	Seven	Years'	War	and	Third	Carnatic	War.1764:	Dahomey	and	the	Oyo	Empire	defeat	the	Ashanti	army	at	the	Battle	of	Atakpam.1764:	The	Mughals	are	defeated	at	the	Battle	of	Buxar.1765:	The	Stamp	Act
is	introduced	into	the	American	colonies	by	the	British	Parliament.17651767:	The	Burmese	invade	Thailand	and	utterly	destroy	Attuthaya.17651769:	Burma	under	Hsinbyushin	repels	four	invasions	from	Qing	China,	securing	hegemony	over	the	Shan	states.1766:	Christian	VII	becomes	king	of	Denmark.	He	was	king	of	Denmark	to	1808.17661799:
Anglo-Mysore	Wars.1767:	Taksin	expels	Burmese	invaders	and	reunites	Thailand	under	an	authoritarian	regime.17681772:	War	of	the	Bar	Confederation.17681774:	Russo-Turkish	War.1769:	Spanish	missionaries	establish	the	first	of	21	missions	in	California.17691770:	James	Cook	explores	and	maps	New	Zealand	and	Australia.17691773:	The	Bengal
famine	of	1770	kills	one-third	of	the	Bengal	population.1769:	The	French	East	India	Company	dissolves,	only	to	be	revived	in	1785.1769:	French	expeditions	capture	clove	plants	in	Ambon,	ending	the	Dutch	East	India	Company's	(VOC)	monopoly	of	the	plant.[23]17701771:	Famine	in	Czech	lands	kills	hundreds	of	thousands.1771:	The	Plague	Riot	in
Moscow.1771:	The	Kalmyk	Khanate	dissolves	as	the	territory	becomes	colonized	by	Russians.	More	than	a	hundred	thousand	Kalmyks	migrate	back	to	Qing	Dzungaria.1772:	Gustav	III	of	Sweden	stages	a	coup	d'tat,	becoming	almost	an	absolute	monarch.Encyclopdie,	ou	dictionnaire	raisonn	des	sciences,	des	arts	et	des	mtiers17721779:	Maratha
Empire	fights	Britain	and	Raghunathrao's	forces	during	the	First	Anglo-Maratha	War.17721795:	The	Partitions	of	Poland	end	the	PolishLithuanian	Commonwealth	and	erase	Poland	from	the	map	for	123	years.17731775:	Pugachev's	Rebellion,	the	largest	peasant	revolt	in	Russian	history.1773:	East	India	Company	starts	operations	in	Bengal	to
smuggle	opium	into	China.1775:	Russia	imposes	a	reduction	in	autonomy	on	the	Zaporizhian	Cossacks	of	Ukraine.17751782:	First	Anglo-Maratha	War.17751783:	American	Revolutionary	War.1776:	Several	kongsi	republics	are	founded	by	Chinese	settlers	in	the	island	of	Borneo.	They	are	some	of	the	first	democracies	in	Asia.17761777:	A	Spanish-
Portuguese	War	occurs	over	land	in	the	South	American	frontiers.1776:	Illuminati	founded	by	Adam	Weishaupt.1776:	The	United	States	Declaration	of	Independence	is	adopted	by	the	Second	Continental	Congress	in	Philadelphia.1776:	Adam	Smith	publishes	The	Wealth	of	Nations.1778:	James	Cook	becomes	the	first	European	to	land	on	the	Hawaiian
Islands.1778:	Franco-American	alliance	signed.1778:	Spain	acquires	its	first	permanent	holding	in	Africa	from	the	Portuguese,	which	is	administered	by	the	newly-established	La	Plata	Viceroyalty.1778:	Vietnam	is	reunified	for	the	first	time	in	200	years	by	the	Tay	Son	brothers.	The	Ty	Sn	dynasty	has	been	established,	terminating	the	L
dynasty.17791879:	Xhosa	Wars	between	British	and	Boer	settlers	and	the	Xhosas	in	the	South	African	Republic.17791783:	Britain	loses	several	islands	and	colonial	outposts	all	over	the	world	to	the	combined	Franco-Spanish	navy.1779:	Iran	enters	yet	another	period	of	conflict	and	civil	war	after	the	prosperous	reign	of	Karim	Khan	Zand.1780:
Outbreak	of	the	indigenous	rebellion	against	Spanish	colonization	led	by	Tpac	Amaru	II	in	Peru.1781:	The	city	of	Los	Angeles	is	founded	by	Spanish	settlers.George	Washington17811785:	Serfdom	is	abolished	in	the	Austrian	monarchy	(first	step;	second	step	in	1848).1782:	The	Thonburi	Kingdom	of	Thailand	is	dissolved	after	a	palace	coup.1783:	The
Treaty	of	Paris	formally	ends	the	American	Revolutionary	War.1783:	Russian	annexation	of	Crimea.17851791:	Imam	Sheikh	Mansur,	a	Chechen	warrior	and	Muslim	mystic,	leads	a	coalition	of	Muslim	Caucasian	tribes	from	throughout	the	Caucasus	in	a	holy	war	against	Russian	settlers	and	military	bases	in	the	Caucasus,	as	well	as	against	local
traditionalists,	who	followed	the	traditional	customs	and	common	law	(Adat)	rather	than	the	theocratic	Sharia.[24]17851795:	The	Northwest	Indian	War	is	fought	between	the	United	States	and	Native	Americans.17851787:	The	MarathaMysore	Wars	concludes	with	an	exchange	of	territories	in	the	Deccan.17861787:	Wolfgang	Amadeus	Mozart
premieres	The	Marriage	of	Figaro	and	Don	Giovanni.1787:	The	Tuareg	occupy	Timbuktu	until	the	19th	century.17871792:	Russo-Turkish	War.1788:	First	Fleet	arrives	in	Australia17881790:	Russo-Swedish	War	(17881790).1788:	Dutch	Geert	Adriaans	Boomgaard	(17881899)	would	become	the	first	generally	accepted	validated	case	of	a
supercentenarian	on	record.[25][26]Declaration	of	the	Rights	of	Man	and	of	the	Citizen17881789:	A	Qing	attempt	to	reinstall	an	exiled	Vietnamese	king	in	northern	Vietnam	ends	in	disaster.1789:	George	Washington	is	elected	the	first	President	of	the	United	States;	he	serves	until	1797.1789:	Quang	Trung	defeats	the	Qing	army.17891799:	French
Revolution.1789:	The	Lige	Revolution.1789:	The	Brabant	Revolution.1789:	The	Inconfidncia	Mineira,	an	unsuccessful	separatist	movement	in	central	Brazil	led	by	Tiradentes1791:	Suppression	of	the	Lige	Revolution	by	Austrian	forces	and	re-establishment	of	the	Prince-Bishopric	of	Lige.17911795:	George	Vancouver	explores	the	world	during	the
Vancouver	Expedition.17911804:	The	Haitian	Revolution.1791:	Mozart	premieres	The	Magic	Flute.17921802:	The	French	Revolutionary	Wars	lead	into	the	Napoleonic	Wars,	which	last	from	18031815.1792:	The	New	York	Stock	&	Exchange	Board	is	founded.1792:	PolishRussian	War	of	1792.1792:	Margaret	Ann	Neve	(17921903)	would	become	the
first	recorded	female	supercentenarian	to	reach	the	age	of	110.[27][28]1793:	Upper	Canada	bans	slavery.1793:	The	largest	yellow	fever	epidemic	in	American	history	kills	as	many	as	5,000	people	in	Philadelphia,	roughly	10%	of	the	population.[29]17931796:	Revolt	in	the	Vende	against	the	French	Republic	at	the	time	of	the	Revolution.17941816:	The
Hawkesbury	and	Nepean	Wars,	which	were	a	series	of	incidents	between	settlers	and	New	South	Wales	Corps	and	the	Aboriginal	Australian	clans	of	the	Hawkesbury	river	in	Sydney,	Australia.1795:	The	Marseillaise	is	officially	adopted	as	the	French	national	anthem.Napoleon	at	the	Bridge	of	the	Arcole1795:	The	Battle	of	Nuuanu	in	the	final	days	of
King	Kamehameha	I's	wars	to	unify	the	Hawaiian	Islands.17951796:	Iran	invades	and	devastates	Georgia,	prompting	Russia	to	intervene	and	march	on	Tehran.1796:	Edward	Jenner	administers	the	first	smallpox	vaccination;	smallpox	killed	an	estimated	400,000	Europeans	each	year	during	the	18th	century,	including	five	reigning	monarchs.[30]1796:
War	of	the	First	Coalition:	The	Battle	of	Montenotte	marks	Napoleon	Bonaparte's	first	victory	as	an	army	commander.1796:	The	British	eject	the	Dutch	from	Ceylon	and	South	Africa.17961804:	The	White	Lotus	Rebellion	against	the	Manchu	dynasty	in	China.1797:	John	Adams	is	elected	the	second	President	of	the	United	States;	he	serves	until
1801.1798:	The	Irish	Rebellion	fails	to	overthrow	British	rule	in	Ireland.17981800:	The	Quasi-War	is	fought	between	the	United	States	and	France.1799:	Dutch	East	India	Company	is	dissolved.1799:	Austro-Russian	forces	under	Alexander	Suvorov	liberates	much	of	Italy	and	Switzerland	from	French	occupation.1799:	Coup	of	18	Brumaire	-	Napoleon's
coup	d'etat	brings	the	end	of	the	French	Revolution.1799:	Death	of	the	Qianlong	Emperor	after	60	years	of	rule	over	China.	His	favorite	official,	Heshen,	is	ordered	to	commit	suicide.1800:	On	1	January,	the	bankrupt	VOC	is	formally	dissolved	and	the	nationalized	Dutch	East	Indies	are	established.[31]Main	articles:	Timeline	of	historic	inventions	18th
century,	and	Timeline	of	scientific	discoveries	18th	centuryThe	spinning	jenny1709:	The	first	piano	was	built	by	Bartolomeo	Cristofori1711:	Tuning	fork	was	invented	by	John	Shore1712:	Steam	engine	invented	by	Thomas	Newcomen1714:	Mercury	thermometer	by	Daniel	Gabriel	Fahrenheit1717:	Diving	bell	was	successfully	tested	by	Edmond	Halley,
sustainable	to	a	depth	of	55ftc.	1730:	Octant	navigational	tool	was	developed	by	John	Hadley	in	England,	and	Thomas	Godfrey	in	America1733:	Flying	shuttle	invented	by	John	Kay1736:	Europeans	encountered	rubber	the	discovery	was	made	by	Charles	Marie	de	La	Condamine	while	on	expedition	in	South	America.	It	was	named	in	1770	by	Joseph
Priestleyc.	1740:	Modern	steel	was	developed	by	Benjamin	Huntsman1741:	Vitus	Bering	discovers	Alaska1745:	Leyden	jar	invented	by	Ewald	Georg	von	Kleist	was	the	first	electrical	capacitor1751:	Jacques	de	Vaucanson	perfects	the	first	precision	lathe1752:	Lightning	rod	invented	by	Benjamin	Franklin1753:	The	first	clock	to	be	built	in	the	New
World	(North	America)	was	invented	by	Benjamin	Banneker.1755:	The	tallest	wooden	Bodhisattva	statue	in	the	world	is	erected	at	Puning	Temple,	Chengde,	China.1764:	Spinning	jenny	created	by	James	Hargreaves	brought	on	the	Industrial	Revolution1765:	James	Watt	enhances	Newcomen's	steam	engine,	allowing	new	steel	technologies1761:	The
problem	of	longitude	was	finally	resolved	by	the	fourth	chronometer	of	John	Harrison1763:	Thomas	Bayes	publishes	first	version	of	Bayes'	theorem,	paving	the	way	for	Bayesian	probability17681779:	James	Cook	mapped	the	boundaries	of	the	Pacific	Ocean	and	discovered	many	Pacific	Islands1774:	Joseph	Priestley	discovers	"dephlogisticated	air",
oxygenThe	Chinese	Putuo	Zongcheng	Temple	of	Chengde,	completed	in	1771,	during	the	reign	of	the	Qianlong	Emperor.1775:	Joseph	Priestley's	first	synthesis	of	"phlogisticated	nitrous	air",	nitrous	oxide,	"laughing	gas"1776:	First	improved	steam	engines	installed	by	James	Watt1776:	Steamboat	invented	by	Claude	de	Jouffroy1777:	Circular	saw
invented	by	Samuel	Miller1779:	Photosynthesis	was	first	discovered	by	Jan	Ingenhousz1781:	William	Herschel	announces	discovery	of	Uranus1784:	Bifocals	invented	by	Benjamin	Franklin1784:	Argand	lamp	invented	by	Aim	Argand[32]1785:	Power	loom	invented	by	Edmund	Cartwright1785:	Automatic	flour	mill	invented	by	Oliver	Evans1786:
Threshing	machine	invented	by	Andrew	Meikle1787:	Jacques	Charles	discovers	Charles's	law1789:	Antoine	Lavoisier	discovers	the	law	of	conservation	of	mass,	the	basis	for	chemistry,	and	begins	modern	chemistry1798:	Edward	Jenner	publishes	a	treatise	about	smallpox	vaccination1798:	The	Lithographic	printing	process	invented	by	Alois
Senefelder[33]1799:	Rosetta	Stone	discovered	by	Napoleon's	troopsMain	articles:	18th	century	in	literature	and	18th	century	in	philosophy1703:	The	Love	Suicides	at	Sonezaki	by	Chikamatsu	first	performed17041717:	One	Thousand	and	One	Nights	translated	into	French	by	Antoine	Galland.	The	work	becomes	immensely	popular	throughout
Europe.1704:	A	Tale	of	a	Tub	by	Jonathan	Swift	first	published1712:	The	Rape	of	the	Lock	by	Alexander	Pope	(publication	of	first	version)1719:	Robinson	Crusoe	by	Daniel	Defoe1725:	The	New	Science	by	Giambattista	Vico1726:	Gulliver's	Travels	by	Jonathan	Swift1728:	The	Dunciad	by	Alexander	Pope	(publication	of	first	version)1744:	A	Little	Pretty
Pocket-Book	becomes	one	of	the	first	books	marketed	for	children1748:	Chushingura	(The	Treasury	of	Loyal	Retainers),	popular	Japanese	puppet	play,	composed1748:	Clarissa;	or,	The	History	of	a	Young	Lady	by	Samuel	Richardson1749:	The	History	of	Tom	Jones,	a	Foundling	by	Henry	Fielding1751:	Elegy	Written	in	a	Country	Churchyard	by	Thomas
Gray	published17511785:	The	French	Encyclopdie1755:	A	Dictionary	of	the	English	Language	by	Samuel	Johnson1758:	Arithmetika	Horvatzka	by	Mihalj	ilobod	Boli1759:	Candide	by	Voltaire1759:	The	Theory	of	Moral	Sentiments	by	Adam	Smith17591767:	Tristram	Shandy	by	Laurence	Sterne1762:	Emile:	or,	On	Education	by	Jean-Jacques
Rousseau1762:	The	Social	Contract,	Or	Principles	of	Political	Right	by	Jean-Jacques	Rousseau1774:	The	Sorrows	of	Young	Werther	by	Goethe	first	published1776:	Ugetsu	Monogatari	(Tales	of	Moonlight	and	Rain)	by	Ueda	Akinari1776:	The	Wealth	of	Nations,	foundation	of	the	modern	theory	of	economy,	was	published	by	Adam	Smith17761789:	The
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can	be	a	useful	way	to	fund	a	startup	and	attract	top	talent,	but	you	need	to	understand	how	it	works	before	deciding	if	its	right	for	your	business.Luckily,	youve	come	to	the	right	place.In	this	article,	well	discuss	the	most	important	questions	when	choosing	sweat	equity	as	a	funding	model	for	your	business.These	include:	What	is	sweat	equity?	How
does	sweat	equity	work?	How	do	you	calculate	sweat	equity?	What	are	the	benefits	and	disadvantages	of	sweat	equity	shares?	What	are	sweat	equity	agreements,	and	what	should	they	cover?What	Is	Sweat	Equity?Sweat	equity	is	the	exchange	of	ownership	for	work	and	time	contributed	that	adds	value	to	the	company.The	term	sweat	equity
originates	from	real	estate	investors,	and	for	them,	sweat	equity	refers	to	the	work	done	by	an	owner	to	improve	the	value	of	an	investment	property	before	selling	it.In	this	case,	the	owner	would	exchange	their	actual	sweat,	in	the	form	of	manual	labour	when	renovating	a	house,	for	value	added	to	the	house	when	reselling	it.However,	the	term	is
now	more	commonly	used	in	the	corporate	world	than	in	the	real	estate	industry,	particularly	in	the	startup	sector.Lets	look	at	an	example	of	sweat	equity	to	understand	how	it	works	in	the	startup	sector.	Startup	Sweat	Equity	Case	Study:Olivia	is	a	software	developer	with	an	idea	for	a	great	new	mobile	application.Olivia	decides	to	start	a	business
and	develop	her	application.	She	invests	her	savings	of	100,000	to	cover	costs	during	the	product	development	phase.Once	the	app	is	ready	to	launch,	the	business	will	need	to	hire	people	with	additional	skills	like	marketing	and	business	development,	and	it	will	need	a	way	to	pay	them.As	the	founder,	Olivia	now	has	the	option	to	offer	potential	hires
a	salary,	but	this	requires	her	to	have	or	acquire	the	necessary	upfront	financial	capital	to	pay	those	salaries.Or	she	can	offer	them	a	sweat	equity	stake	(or	a	combination	of	a	lower	salary	plus	sweat	equity).With	the	sweat	equity	option,	Olivia	can	offer	employees	a	percentage	stake	in	the	business	in	the	form	of	shares	instead	of	a	salary.Olivia	doesnt
have	an	upfront	cost	with	this	option,	which	is	why	it	can	be	a	great	option	for	cash-strapped	entrepreneurs,	but	she	is	giving	up	potential	future	value	by	decreasing	her	ownership	stake	in	the	business.If	the	potential	employees	believe	the	ownership	interest	they	receive	will	be	more	valuable	than	the	time	and	work	they	contribute	to	the	business
venture	(i.e.,	they	can	sell	their	shares	for	more	than	they	would	have	received	in	wages)	they	will	be	willing	to	exchange	their	sweat	for	equity.How	Does	Sweat	Equity	Work?Sweat	equity	works	by	issuing	shares	in	an	early-stage	business.Sweat	equity	shares	can	be	issued	as	a	direct	exchange	for	a	non-monetary	contribution,	like	knowledge	or
work,	or	by	issuing	shares	to	existing	employees	at	a	discounted	price.Issuing	discounted	shares	is	typically	done	to	retain	existing	talent,	and	it	does	require	the	employee	to	purchase	the	shares.How	to	Calculate	the	Value	of	Sweat	EquityTo	calculate	the	value	of	sweat	equity,	you	will	first	need	to	know	the	value	of	your	business.If	you	have	received
outside	equity	funding,	valuing	your	business	is	easy.If	you	havent,	valuing	your	business	will	be	more	complex,	but	there	are	several	ways	to	do	it.These	include	doing	an	asset	valuation,	using	your	price-to-earnings	ratio,	or	using	industry	rules	of	thumb.Once	you	know	the	value	of	your	business,	you	can	calculate	sweat	equity	value	by	subtracting
the	total	cash	investment	made	by	the	founders	from	the	business	valuation.What	Are	the	Benefits	of	Sweat	Equity?Using	sweat	equity	also	has	several	benefits.	Increased	productivity.Employees	are	often	motivated	to	be	more	productive	if	they	have	a	stake	in	the	business.	Aligned	Incentives.Founders	and	employees	are	nicely	aligned	towards	the
long-term	success	of	the	company.	It	can	help	to	recruit	and	retain	top	talent.Talent	that	the	business	might	not	otherwise	have	been	able	to	afford	might	be	willing	to	work	for	cash	equity	if	they	believe	the	business	has	a	lot	of	potential	value.	It	can	reduce	employee	turnover	and	increase	loyalty.Employees	are	less	likely	to	leave	the	business	if	they
own	shares.What	Are	the	Disadvantages	of	Sweat	Equity?There	are	also	some	disadvantages	that	start-up	companies	should	be	aware	of	before	using	sweat	equity.	High	administrative	costs.There	are	short-term	costs	to	getting	a	sweat	equity	agreement	drawn	up	and	approved,	and	long-term	costs	to	managing	the	scheme	and	keeping	records.
Unrealistic	financial	expectations.There	is	a	risk	of	creating	unrealistic	expectations	of	financial	rewards	for	employees,	which	can	cause	disgruntlement	if	they	are	not	realised.	Dilution	of	share	ownership.As	more	shares	are	issued,	the	value	of	existing	shares	decreases.	This	can	create	a	situation	where	founders	lose	control	of	the	business	if	their
ownership	percentage	drops	below	a	certain	threshold.What	Is	a	Sweat	Equity	Agreement?A	sweat	equity	agreement	is	a	contract	between	business	partners,	or	between	a	business	and	the	stakeholder	to	whom	they	are	issuing	shares	in	exchange	for	work.It	is	important	to	have	a	contract	in	place,	as	this	protects	both	parties	and	establishes	clear
terms	for	what	needs	to	be	provided	from	both	sides.What	Should	Be	Covered	in	a	Sweat	Equity	Agreement?At	a	minimum,	this	written	agreement	should	cover	the	following:	The	amount	of	equity	to	be	issued	to	the	stakeholder.	Milestones	and	performance	criteria.The	agreement	should	establish	the	criteria	involved	in	the	equity	being	issued.For
example,	it	could	specify	that	an	employee	must	complete	a	project,	complete	the	delivery	of	a	product,	or	work	for	a	specified	period	before	being	granted	equity.	TerminationClauses	that	govern	the	conditions	under	which	either	party	can	terminate	the	agreement	should	be	included.Its	important	to	note	that	sweat	equity	agreements	are	legal
documents,	so	it	is	advisable	to	consult	a	lawyer	when	drawing	one	up,	but	templates	are	available	online	that	you	can	use	to	get	started.This	is	a	good	template	if	your	startup	is	based	in	the	UK.	If	you	are	in	the	US	or	elsewhere,	this	is	a	good	starting	point.What	Are	the	Tax	Implications	of	Sweat	Equity	for	Startups?Another	thing	to	keep	in	mind	is
that	sweat	equity	is	considered	a	form	of	income	by	most	tax	authorities,	including	HMRC	in	the	UK	and	the	IRS	in	the	US.	As	such,	it	must	be	included	in	the	gross	income	of	founders	and	employees	for	tax	purposes.However,	several	factors	affect	how	sweat	equity	is	taxed,	including	the	value	of	the	shares	at	the	time	of	issue	and	whether	it	was
issued	directly	or	acquired	by	way	of	a	stock	option.Discussing	the	tax	implications	of	sweat	equity	in	detail	is	beyond	the	scope	of	this	article,	but	if	you	are	in	the	UK,	this	article	by	Keystone	Law	will	give	you	a	good	overview.	If	you	are	in	the	US,	Meyers,	Roman,	Friedberg	&	Lewis	is	a	good	starting	point.How	Can	MOHARA	Help	Your	Business	with
Sweat	Equity?As	we	have	seen,	sweat	equity	can	be	an	excellent	fit	for	cash-strapped	startups	that	need	to	attract	top	talent	for	lower	upfront	costs.MOHARA	pioneered	this	approach	and	has	many	years	of	experience	in	providing	sweat	equity	to	high-potential	startups.For	the	right	startups,	MOHARA	can	provide	sweat	equity	(reduced	rates	in
exchange	for	equity)	to	help	the	company	build	world-class	technology.Why	not	get	in	touch	and	tell	us	about	your	idea	and	business	plan	to	see	if	we	would	be	a	good	fit	as	a	partner?Lets	be	pioneers	together!Every	startup	founder	knows	the	feeling:	big	dreams,	groundbreaking	ideas,	and	a	bank	account	that's...	well,	let's	just	say	it's	not	keeping
pace	with	your	ambitions.	When	cash	is	scarce	but	your	vision	is	crystal	clear,	how	do	you	attract	the	talent	you	need	to	build	something	extraordinary?Enter	sweat	equitythe	not-so-secret	ingredient	that's	powered	countless	startups	from	garage	projects	to	global	enterprises.	It's	how	founders	with	empty	pockets	but	compelling	visions	have	managed
to	build	world-class	teams	and	create	billions	in	value.In	this	guide,	we'll	break	down	everything	you	need	to	know	about	this	powerful	but	often	misunderstood	startup	tool.	Whether	you're	a	founder	looking	to	conserve	cash,	an	early	employee	weighing	an	equity	offer,	or	a	service	provider	considering	shares	instead	of	invoices,	you'll	find	practical
insights	to	navigate	the	world	of	sweat	equity	with	confidence.What	is	sweat	equitySweat	equity	is	exactly	what	it	sounds	likeequity	earned	through	the	sweat	of	your	brow	rather	than	cold,	hard	cash.	It's	the	ownership	stake	in	a	company	that	founders	and	early	employees	receive	in	exchange	for	their	time,	skills,	and	effort	instead	of	financial
investment.Think	of	it	this	way:	when	cash	is	tight	(and	when	isn't	it	in	a	startup?),	sweat	equity	lets	you	compensate	people	with	a	piece	of	the	future	pie	you're	all	working	to	bake.Leah	Brownlee,	President	andLegal	Counsel	of	Lazurite,	talks	about	how	sweat	equity	is	key	to	getting	those	first	employees	to	align	on	the	company's	vision.Benefits	of
offering	sweat	equity	to	founding	membersFor	cash-strapped	startups,	sweat	equity	is	like	finding	water	in	the	desert.	It	helps	you:Conserve	precious	capital	when	every	dollar	countsAttract	talented	people	who	believe	in	your	vision	enough	to	bet	on	your	futureCreate	alignment	between	individual	success	and	company	successBuild	a	team	of
believers	who	are	literally	invested	in	your	outcomeAnd	it's	not	just	about	saving	money.	It's	about	creating	a	crew	of	co-owners	who	are	all	rowing	in	the	same	direction.Michael	Houck,	ex-AirBnb	and	ex-UberEats,	believes	in	the	importance	of	offering	equity	to	early	employees:"Employee	equity	is	super	important.	You	want	to	make	sure	that
employees,	especially	early	employees	who	are	making	a	huge	commitment	and	taking	a	huge	risk	to	bet	on	your	startup	versus	one	of	the	many	of	the	other	things	they	could	do	with	their	skills,	are	compensated	for	that	and	have	the	upside	for	that	in	the	long	run."Michael	Houck,	ex-AirBnbWhen	to	use	equity	as	an	incentive	and	with	whomFor
starters,	you	should	consider	offering	equity	to	the	people	who	are	most	committed	to	seeing	your	venture	succeed:	your	core	team	and	advisors.	They	dont	come	cheap,	but	they	often	represent	the	best	return	on	investment	in	terms	of	expertise.	Also,	if	youre	looking	to	attract	highly	skilled	talent	for	key	roles	but	cant	afford	hefty	salaries	yet,	you
can	mix	both	cash	and	equity	rewards	to	sweeten	the	deal.	Long-term	incentives	result	in	higher	motivation,	greater	job	satisfaction	within	the	team,	and	potentials	for	greater	rewards	for	everyone	at	the	end	of	the	road.	How	does	sweat	equity	workHere's	how	it	works:	someone	contributes	their	labor,	expertise,	or	services	to	your	company,	and	in
return,	they	get	shares	or	ownership	instead	of	their	normal	market	rate.Example	of	sweat	equity	in	action:A	developer	would	typically	charge	$10,000	for	building	your	MVP,	but	agrees	to	do	it	for	$5,000	plus	shares	worth	$5,000.The	formula	looks	something	like	this:Sweat	Equity	=	Hours	Worked	Hourly	RateBut	there's	a	twistthose	shares	aren't
usually	valued	at	today's	price.	They're	often	valued	based	on	what	the	company	might	be	worth	in	the	future.	This	is	where	things	get	interesting	(and	sometimes	complicated).Vesting	enters	the	chat.Vesting	schedulesWith	vesting	schedules,	employees	are	given	stock	options	upfront	but	the	shares	vest	over	a	period	of	time,	usually	four	years.	This
way,	employees	remain	loyal	and	show	commitment	to	the	company	by	steadily	earning	their	shares.Equity	pools	Equity	pools	work	much	like	vesting	schedulesexcept	instead	of	being	allocated	to	individual	employees,	theyre	placed	into	an	equity	pool	where	they	accumulate	until	certain	conditions	(like	milestones	and	revenue	goals)	are	met.	This
way	the	whole	team	can	benefit	from	their	hard	work	in	the	long	run.	With	a	proper	understanding	of	vesting	schedules	and	equity	pools	under	your	belt,	you	can	leverage	sweat	equity	(and	Cake!)	to	successfully	launch	your	own	business	with	confidence!Sweat	equity	shows	up	across	the	startup	ecosystem	in	ways	you	might	not	even	realize.	Let's
explore	the	most	common	scenarios:Founders	and	co-founders:Betting	on	themselvesThe	quintessential	example	starts	with	founders	themselves.	Most	founders	go	months	or	even	years	working	80-hour	weeks	for	little	to	no	salary.	That	developer	who	left	her	cushy	tech	job	to	build	her	own	product?	She's	trading	guaranteed	income	for	potential
ownership	value.	That	CEO	who's	living	on	ramen	while	pitching	investors?	He's	investing	sweat	equity	every	single	day.For	many	founding	teams,	the	early	days	are	all	sweat	and	no	equity	(at	least	in	terms	of	monetary	value).	It's	not	uncommon	for	founders	to	go	6-12	months	without	drawing	a	market-rate	salary,	effectively	investing	tens	or
hundreds	of	thousands	of	dollars	worth	of	their	labor	into	the	business.	This	founder	equity	is	often	the	most	valuable	investment	a	startup	receives.Know	more	about	founder	shares.Advisors:	Wisdom	in	exchange	for	ownershipExperienced	industry	veterans,	former	executives,	and	subject	matter	experts	can	command	significant	consulting
feessometimes	$300-500	per	hour	or	more.	Yet	many	will	work	with	promising	startups	for	a	small	equity	grant	(typically	0.1-1%)	instead	of	cash.A	good	advisor	brings	connections,	credibility,	and	critical	advice	at	key	moments.	That	former	CMO	who	helps	shape	your	go-to-market	strategy	or	the	industry	insider	who	makes	crucial	introductions	to
potential	customers?	They're	investing	their	hard-won	knowledge	and	networks	in	exchange	for	a	piece	of	your	future	success.Know	more	about	advisory	shares.Early	employees:	Betting	on	potentialThe	first	employees	at	a	startup	typically	accept	salaries	20-40%	below	market	rates	in	exchange	for	equity	packages	that	could	change	their	lives	if
things	go	well.	These	early	team	members	aren't	just	looking	for	a	jobthey're	looking	for	ownership	in	something	meaningful.Think	about	that	senior	engineer	who	could	be	making	$180K	at	Google	but	joins	your	unproven	startup	for	$120K	plus	equity.	She's	effectively	contributing	$60K	annually	in	sweat	equity	because	she	believes	in	your	vision.
These	early	believers	often	become	the	backbone	of	company	culture	and	are	rewarded	proportionally	if	the	company	succeeds.Service	providers:	Skills	as	currencyThe	startup	world	has	evolved	to	embrace	creative	compensation	models	with	service	providers.	Web	developers,	designers,	attorneys,	marketers,	and	other	professionals	may	reduce
their	fees	by	25-50%	in	exchange	for	equity.	Once	in	a	blue	moon,	a	graffiti	artist	receives	sweat	equity	in	exchange	for	his	art.	Remember	Choe	David?Sean	Parker	offered	him	a	choice	between	cash	and	company	stock,	but	advised	him	to	take	the	stock.	It	was	a	risky	decision.	He	took	the	stock.	When	Facebook	went	public	at	$38	a	share	in	2012,	his
stock	options	were	worth	$200	million,	making	him	a	bona	fide	multimillionaire.	NBCNewsNow	that,	is	a	classic	example	of	sweat	equity.Friends	and	family:	Skills	instead	of	cashWhile	friends	and	family	rounds	typically	involve	cash	investment,	there's	another	model	where	personal	connections	contribute	their	professional	skills	instead.	Maybe	your
cousin	is	a	brilliant	UX	designer	who	helps	build	your	prototype	on	weekends,	or	your	former	colleague	writes	code	for	your	MVP	after	hours.These	arrangements	often	start	informally	("I'll	help	you	out!")	but	should	evolve	into	properly	documented	equity	agreements	to	avoid	complications	later.	The	web	developer	friend	who	builds	your	first
website	for	free	isn't	just	being	nicethey're	making	an	investment	that	deserves	recognition	in	your	cap	table.**	*	Each	of	these	sweat	equity	arrangements	has	its	own	nuances,	but	they	all	share	a	common	thread:	people	trading	their	time,	skills,	and	expertise	for	ownership	rather	than	immediate	cash	compensation.	When	structured	thoughtfully,
these	arrangements	create	alignment,	extend	your	runway,	and	build	a	company	where	everyone	is	genuinely	invested	in	the	outcome.Pros	and	cons	of	sweat	equityThe	upside	of	sweat	equity	is	compelling,	indeed.	You	preserve	capital	when	you	need	it	most,	which	can	extend	your	runway	and	increase	your	chances	of	success.	Everyone	having	skin
in	the	game	creates	natural	alignment	around	company	goals.	At	this	point	it's	important	to	note	that	giving	away	equity	means	dilutionless	ownership	for	founders	when	the	big	payday	comes.	Determining	fair	value	for	work	is	notoriously	tricky,	especially	in	early-stage	companies	where	valuation	is	more	art	than	science.	Equity	can	also	create
unexpected	tax	events	for	both	the	company	and	recipients	if	not	structured	properly.	And	the	documentation	requirements	are	substantially	higher	than	simply	paying	cash	for	services.	We	highly	recommend	engaging	with	equity	experts	when	it	comes	to	structuring	your	equity	to	get	more	of	the	pros	than	the	cons!Moreover,	make	sure	those	who
receive	it	understand	the	risks	associated	with	this	type	of	compensationand	that	theyre	fully	onboard	with	your	long-term	vision	before	signing	anything.How-to	GuideStructuring	a	sweat	equity	agreementHere	are	the	key	considerations	you'll	need	to	make	when	drafting	a	sweat	equity	agreement	that	works	for	everyone	involved:Role	and	equity:
Ensure	that	equity	is	offered	in	exchange	for	work	performed	rather	than	just	as	an	incentive.	Also	make	sure	the	role	of	the	co-founder,	employee,	or	advisor	is	clearly	defined	so	everyone	understands	what	is	expected	from	them.Vesting:	Set	up	vesting	periods	to	protect	against	dilution	and	decide	how	much	upfront	equity	will	be	granted	versus	in
regular	installments	or	milestones	reached	throughout	the	course	of	their	employment.Tax	implications:	Make	sure	you	understand	all	applicable	tax	implications	for	both	employer	and	employee/advisorespecially	since	regulations	differ	depending	on	the	country	where	your	company	operates	or	where	your	team	members	live	and	work.Timelines:
Have	an	expected	timeline	for	achieving	certain	objectives	set	out	in	each	agreement	including	tax	filing	dates	if	necessary	to	make	sure	everything	is	taken	care	of	on	time	without	any	surprises	or	last	minute	rushes.There	are	different	equity	agreements,	depending	on	the	requirements:As	always,	have	a	lawyer	or	professional	review	each
agreement	so	as	to	avoid	any	loopholes	or	oversights	in	the	futureit'll	take	some	time	up	front	but	it'll	more	than	pay	off	down	the	line!	What's	nextHow	to	communicate	with	prospective	team	membersNow	that	you	know	the	hows	and	whys,	how	do	you	actually	start	the	process	of	offering	sweat	equity	to	employees,	board	members,	or	advisors?
Remember	that	sweat	equity	isn't	a	one-size-fits-all	solution.	As	each	startup	is	unique,	so	too	are	the	conversations	surrounding	sweat	equity.	However,	here	are	some	tips	when	approaching	the	topic.Understand	what	you	can	offer.	Before	having	the	conversation,	make	sure	that	you	understand	all	of	the	implications	of	your	plan	and	what	value	you
can	provide	to	those	involved.Be	transparent.	Be	clear	and	open	about	the	terms	of	your	offer	to	ensure	that	everyone	is	on	the	same	page	from	day	one.Get	agreement	in	writing.	It's	important	to	have	a	paper	trail	in	order	to	ensure	that	everyone	is	comfortable	with	their	arrangement.Talk	about	timing.	Make	sure	that	it's	clear	when	the	appreciation
will	occur	so	that	everyone	knows	what	to	expect.Leverage	technology.	To	streamline	and	simplify	processes	surrounding	sweat	equity,	consider	using	an	equity	management	software	like	Cake	Equity.Having	an	honest	conversation	with	prospective	team	members	about	how	they	will	be	compensated	in	sweat	equity,	you	can	ensure	a	fair	outcome	for
all	parties	involved.When	done	correctly,	youre	able	to	get	the	best	of	both	worlds:	getting	the	work	done	while	giving	everyone	a	sense	of	ownership.	Sweat	equity	is	the	ultimate	return	on	investmentnot	to	mention	the	perfect	motivation	to	jump	into	the	exciting	world	of	startups	and	entrepreneurship!This	article	is	designed	and	intended	to	provide
general	information	in	summary	form	on	general	topics.	The	material	may	not	apply	to	all	jurisdictions.	The	contents	do	not	constitute	legal,	financial	or	tax	advice.	The	contents	is	not	intended	to	be	a	substitute	for	such	advice	and	should	not	be	relied	upon	as	such.	If	you	would	like	to	chat	with	a	lawyer,	please	get	in	touch	and	we	can	introduce	you
to	one	of	our	very	friendly	legal	partners.
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