Thin Companies Thesis Euan McKay

Thesis: “thin companies” — capital-efficient, workflow-native startups built to scale with lean teams — offer

funds a systematic way to compound DPI and deliver earlier liquidity without relying exclusively on outliers.

* Definition: Thin companies are designed to scale Risks and what to avoid
with minimal operational mass, typically reaching
~$1M ARRwith under 10 FTEs, scaling to ~$5M with
fewer than 20, and often exiting with <30. Theyrely on
modular infrastructure, founder-led GTM, and early
monetisation rather than large raises or blitzscaling.

Thin companies may be more susceptible to shallow
moats inviting fast-follower pressure, founder-
dependent sales that don’t scale, or plateauing around
$1-3M ARR without a repeatable GTM and partnerships.
To underwrite theserisks, there are several signals for
* Why now: (i) Al, APls, and modular SaaS make companies to avoid backing:
building cheap and fast, shifting the constraint from
product to distribution; (ii) Capital now rewards
efficiency, early revenue, and disciplined burn,
resetting valuation and dilution expectations at

* Products that lack workflow depth, such as
lightweight tools that are not embedded in a critical
part ofthe customer’s process.

seed/Series A; (iii) Saturated channels increase the * Companies that have no credible distribution
premium on founder-led sales and workflow depth; strategy beyond paid acquisition or vague plans for
the winners show a clear wedge and monetise early, sales hiring.

not “grow then figure it out. * Teamsthatrely solely on model APIs or off-the-shelf

* Investoredge: Seed valuations are lower ($15-25M infrastructure without adding proprietary data,
vs. $20-40M+), and exits arrive faster (5-7 years vs. differentiated UX, or domain-specific adaptation.
8-10), enabling funds to achieve strong ownership
and earlier liquidity. Sourcing advantages (operator
networks, vertical communities) matter
disproportionately because these companies often
avoid broad processes. * Founders who have notyet sold directly to

customers or who lack a detailed understanding of

the customer journey.

*» Companies chasing broad, horizontal use cases
without a clear initial wedge where they can
dominate.

* Modeled outcomes: A hybrid portfolio of traditional
and thin companies can target the same DPI with
~3% IRR uplift relative to traditional portfolios * Founders with aclear preference for bootstrapping

who lack ambition or plans to scale beyond

Success factors profitability.

* Early commercial traction: Paid pilots or initial
revenue. The product doesn’t need to be mature; the
existence of paying customers signals product-
market appetite.

For investors, this thesis is not about chasing unicorns,
but about systematically compounding DPI, with
optionality for upside when thin companies choose to
scale thick. The below table outlines an investment

* Founder-led sales: The founder has personally scorecard to operationalize the thesis:
driven early sales and can articulate aclear GTM
motion that is validated by customer references or Criterion Key Question Signals of Strength Signals of Weakness
pipeline details and drives a zero/low CAC wedge. Closed deals, customer references, | .
Founder-led  Has the founder directly clear pipeline. m:;;::rzlaaie;'sv?rg;;:on
* Workflowdepth: The product addresses a critical Tacton acqulisd payingletisiomers fofmzz :’:f:_‘s?:f’“s's o ]
5 .
part Of the customer’s workflo W, not JUSt atoolused Customer 5:::;?::?;:225:C\Zrkﬂow Detailed workflow understanding,  High-level personas only,
occasionally. Look for clear customer feedback that Depth and budget imartice? budget ownership insight. unclear buying process.
the productis essential, not optional. Is there a clear, repeatable  D°11ed Wedge, repeatable motion,
GTM Strate GTM motion b‘ d found and early channel validation. Hand-wavy plans to ‘figure
. Stack modula I'it . Th d t . b lt . t. v sales;no on beyond founder g, Defined repeatable motion out sales’ later.
y: Ihe productis built on existing / validated by >3 paid pilots
infrastructure rather than proprietary tech unless Dailylweekly use, revenue-critical
. . . . (Workflow Is the product embedded ina  workflow. Optional or occasional use,
differentiation demands it. Depth critical customer workflow? ~ Ex: Primary user workflow >3 not core to the workflow.
times/week, budget-critical
* Headcountleverage: Teams remain small (typically rotriy & o o e ol AP, Al models, and n0-code ook Overbultstack,romvents
under five FTEs to $1M+ ARR) with a clear operating Stack infrastructure? Wi selecie propriemry bulkd. i
o a A Unique data, compounding No data moat, shallow
model to scale revenue without linearly scaling 2:::1 t Idslther:e'a p:l:h t: [proprl;elary enchack kon bl e i
headcount. i Amorieachaduiotes product model-dependent.
0 C 't L ff‘ i . C g ith <$1 M ] d Product Is the team shipping and :’:?f'y Shlp?lﬂl?:;v(;::cev s SIO‘IN ite;a:ion,(;ong:)uild
EREL CREEIEE SRR &S W raised, or Velocity iterating rapidly? Ex: Shipping weekly, with >2 e e
a clear path to profitability without further funding. product terations/month ;
. . . <5 FTEs to $1M+ ARR, automation
Cas h bu m rela tive torevenue is a key S Ignal' Does the company prioritized over hiring. Premature hiring, high burn,

Cost Discipline demonstrate capital and

headcount efficiency? Ex: <56 FTEs to $1M+ ARR within  no path to lean revenue.

12 months of launch

* Proprietary data access: A strategy for securing

Does the founder have deep Superficial

data pipelines or partnerships that create ?;:‘:1::; expertise or access in the Ecilrveiz;;zzzz:emn::;hﬂcm access,  Market knowledge, no

defensibility over time, even if early efforts are gt market? proXimiy 1o users.

manua l orscra Defensibilit Is there defensibility beyond ~ Workflow lock-in, data moats, UX E:sily‘repht;able,;\o cI:ar
p py ey first-mover advantage? superiority, regulatory barriers. agyaniageeyoncieany

launch.
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